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Foreword
Senator William V. Roth Jr.

Two of the most significant achievements of the 103rd Congress were the passage of legislation to approve and implement the North American Free Trade Agreement (NAFTA) and the Uruguay Round—the eighth round of multilateral trade negotiations under the General Agreement on Tariffs and Trade (GATT). These historic trade agreements were the subject of extensive and, at times, very polarized and divisive debate, and their final approval remained in doubt until the last few days of Congressional consideration. Ultimately, bipartisan support and strong leadership prevailed in support of both agreements.

The NAFTA debate centered primarily on the impact on jobs of free trade with a developing, lower wage country, while the Uruguay Round debate focused largely on the sovereign powers of the United States and the ability to control its own economic destiny. These were not new concerns, but they have been part of the congressional debate on agreements to liberalize trade for more than half a century, particularly in relation to the efforts of the U.S. to create the first multilateral trade organization and tariff reduction agreement—the International Trade Organization (ITO) and the GATT.

These historic undertakings are just a few of the fascinating events readably documented in Susan Aaronson’s comparison of U.S. trade policymaking during 1939-1951 and 1980-1995. In Trade and the American Dream, Aaronson’s portrayal of the executive branch’s legislative strategy, the congressional debate, and the public’s role surrounding the achievement—or the lack of achievement—of the major trade agreements during these time periods brings to light not only the similarities, but also the major differences in the policy process between these two periods.

While the passage of NAFTA and the Uruguay Round, and ongoing recent intiatives to expand trade liberalization, such as Chile’s accession to NAFTA and broader free trade and investment initiatives throughout Asia and the western hemisphere, portend that there is no turning back U.S. active engagement in an open, rule-based world economy, Aaronson underscores why we cannot afford to be complacent about the inevitability of this trend. Although trade has never been more important to U.S. economic prosperity than it is now, it has also become more controversial and divisive among both opinion leaders and the public. Likewise, it is increasingly the subject of presidential political campaigns and antitrade activist groups. These developments are helping to break down several decades of solid bipartisan support for major trade initiatives.

In some respects, we have come full circle. One of the most striking similarities between the post-World War II period and the post-Cold War period pertains to the roots of, and traditional struggle for, power and authority over the direction of U.S. trade policy between the executive and legislative branches of the government. In particular, the Truman administration’s battle to gain an extension of the Reciprocal Trade Agreements Act (RTAA) tariff negotiating authority has some very familiar rings to it when compared to the current debate in Congress over the extension of expired “fast-track” authority, which is today’s version of special procedures delegated to the President for the completion of major trade agreements. The RTAA renewal efforts in 1948 took place during a Republican-controlled Congress at a time when American priorities had shifted to the domestic realm. These efforts raised serious questions about the administration’s trade policy objectives, including the general appropriateness of using the RTAA for a broad-based new multilateral trade organization such as the ITO. We are now on the threshold of a similar debate about the nature and purpose of future fast-track authority, including whether it should be used for much broader objectives than those for which it was originally designed. It may be an arcane subject to many, but it is of fundamental importance to the future direction of U.S. trade policy and role in the world economy.

There are at least three lessons to be learned from Trade and the American Dream. Above all, it is essential that there be fuller public understanding of how trade affects the average American and the economy as a whole, particularly with respect to how trade can help Americans achieve the American dream. It is important, however, to recognize that international trade is not without its costs, such as those most poignantly felt by workers who lose their jobs from increased international competition. We should also acknowledge that agreeing to binding trade rules and principles requires a willingness on our part to abide by them, even though they may place certain constraints on our ability to act in contravention of such rules and principles. Nevertheless, our trade with other nations is ultimately not about destroying the American dream, but about building it, and absent greater understanding of the true benefits and costs of trade to the economy, the increasingly vocal voices against trade agreements—agreements which open markets and establish common trade rules and principles—will seriously hamper our ability to move forward with major new trade initiatives.

The second key lesson that is relevant to future trade initiatives is that Congress and the President must exert strong leadership in support of them. The third lesson is that there must be a cooperative, bipartisan process between the Congress and the executive branch in the development and execution of such initiatives; Congress has strong constitutional grounds for expecting to be fully informed and involved in any major trade negotiation led by the executive branch. The lack of these key elements during the negotiation and consideration of the ITO led to its ultimate downfall. The fact that there was little public understanding of the agreement was one more reason for inaction.

Trade and the American Dream is a history that policymakers, students of trade policy, and trade practitioners alike should read for the insights it provides and the lessons that can be learned. It is an informative, revealing, and very timely book.


Foreword
Congressman Robert T. Matsui

As an elected Representative for the people of Sacramento for well over a decade, I have made the expansion of trade a top priority. Trade has had great benefits in terms of economic opportunity not only for the people of California, but for the country as a whole. Expansion of trade through agreements such as the North American Free Trade Agreement (NAFTA) and the General Agreement on Tariffs and Trade (GATT) is crucial for the continued economic growth of the United States.

Our country has a mature economy and an aging population. The U.S. population growth rate is less than one half that of the rates in some of the fastest growing countries in Asia and Latin America. That means that the largest concentration of young workers and potential consumers will be in these developing countries. The so-called Big Emerging Markets including China, Indonesia, India, South Korea, Mexico, Argentina, Brazil, South Africa, Poland, and Turkey make up 49 percent of the world’s population. It is interesting to note that the share of the population under the age of 15 is 25.1 percent in Korea, 35.8 percent in Indonesia, and 38.6 percent in Malaysia. Increasingly, we will look to the economies of Asia and Latin America for future growth.

In the last five years, growth in exports accounted for about 50 percent of total U.S. economic growth. The U.S. recently regained its status as the most efficient economy in the world and is the world’s largest exporter. We need markets in which to sell the tremendous work product of this economy. Our economic well-being is already linked with our ability to trade, with approximately 27 percent of our economy dependant upon trade. The jobs of over 11 million workers in this country are dependant on exports, and these jobs on average are paying higher wages than nontrade-related jobs.

Trade and the American Dream: A Social History of Postwar Trade Policy develops an interesting and detailed account of the development and ultimate failure of the International Trade Organization (ITO) and applies the lessons gleaned from that initiative to more recent debate over the NAFTA, the GATT, and particularly the World Trade Organization (WTO). Additionally, Susan Aaronson makes some important comments with regard to the future for trade policy. The author’s primary observation—that trade policy suffers when limited to a closed, elitist process which prevents the participation and comprehension of complex trade agreement by the public—is right on target.

During the debate on the NAFTA and the GATT, I worked with the administration and with business and interest groups to facilitate a convincing discourse on these agreements to the American people. For example, on the issue of sovereignty (which Aaronson correctly notes was a focal point of the debate over the GATT), I emphasized a number of key facts. The implementing bill specified that U.S. laws prevails if it is in conflict with any provision of the agreement. Also, under the implementing language, an extensive federal-state consultation process was established regarding any matters arising under the agreements that may affect the states. Further, the implementing bill established extensive consultations with congressional committees and the private sector regarding compliance with any dispute settlement finding that is adverse to the U.S., including implementation of any change in U.S. statutes, regulations, or practices which are subject to the adverse finding. Finally, annual reports to the Congress describing the activities of the WTO were required under the implementing language of the GATT agreement. Nonetheless, more educational and outreach efforts must be undertaken.

There are two disturbing trends in our nation today which must be addressed, or they will undermine efforts to expand trade and the resulting increased economic opportunities. The first and most pressing is the growing disparity between rich and poor. Even in the past several years in which we have enjoyed economic growth, wages have remained stagnant and have even eroded for the working poor. We were making progress on this front in the past, and, in fact, from 1929 to 1969 the equality gap was narrowed. However, that dynamic began to change in the 1980s. By 1992 the top 20 percent of American households received 11 times as much income as the bottom 20 percent of households. Further, there is some evidence to suggest that mobility from poverty is decreasing. This lack of equitable distribution will fuel the mistaken perception that free trade impoverishes rather than strengthens us. It is true that trade increases competition and that, in turn, will increase pressure on low-skill jobs. The answer, however, is not to close our doors. The answer is to continue to invest in our people through education and to support working families and their children.

The second trend is that of increasing deficits with our trading partners. We have already undertaken a number of initiatives to open markets for increased exports. However, as we have learned, it takes more than just a good agreement to ensure that our autos can compete abroad and that our high value intellectual property such as movies and CDs are given adequate protection abroad. I am hopeful that the WTO, rather than being seen as a threat to our sovereignty, will instead be a means by which the barriers to our exports will be removed.

Finally, my appreciation goes out to the author for her effort to increase the awareness of the history of trade issues. I know that future readers will benefit, as have I, from seeing recent debates over the NAFTA and the GATT in a larger historical context. Hopefully, armed with increased understanding, we can all better contribute to the ongoing and vital discussion of the interface between trade policy and our domestic policy objectives.
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Introduction

Harry S Truman was a small d Democrat; he believed that enlightened public policy derived from the people. In 1949, he told the Shriners, “Foreign policy is not made by the decisions of the few. It is a result of the democratic process. The major decisions in our foreign policy . . . have been made on the basis of an informed public opinion and overwhelming public support.”1 But Truman’s words to that quintessential American group did not reflect Truman administration trade policies—policies that had undergone radical change during his presidency.

In 1947, the United States led global efforts to reduce trade barriers with the oddly named General Agreement on Tariffs and Trade (GATT). For some fifty years, the GATT sponsored trade negotiations that dramatically reduced world trade barriers, from tariffs to procurement laws, and spurred global economic growth. The American people benefited from that success for a long time—in rising wages, a broad supply of competitively priced goods and services, increased economic opportunities, and relative international economic stability.

GATT’s record of success did not inspire overwhelming public support. Five decades later most Americans still understood little of U.S. trade policy. They did not know how the United States depends on trade, why we trade, or what GATT does.2 Public understanding of trade policy was not commensurate with the importance of trade to domestic and international economic health.3

Public awareness of trade policies increased in the 1970s and 1980s. As the American economy was battered by inflation, recession, high interest rates, a rise in the value of the dollar, and growing trade deficits, the American people struggled with longer work weeks, declining job security, wage stagnation, and increasing wage inequality. They often blamed American trade policy for these problems. As President William Jefferson Clinton acknowledged in 1994, one reason for these problems was the globalization of the U.S. economy and “intense competition in our own markets . . . from people who work for wages our folks couldn’t live on.” Growing numbers of Americans concluded that freer trade policies and mechanisms actually hampered the ability of hardworking citizens to achieve the “American dream”—to equal or to exceed the income of their parents.4

[image: Images]

Ad, Merrill Lynch, Government Relations Office, published in Roll Call, December 1, 1994.
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Ad, The Citizen Trade Watch Campaign and the Fair Trade Campaign, published in Roll Call.

From the historian’s vantage point, this conclusion is both sad and ironic. These policies were developed by a small group of U.S. policymakers during the Great Depression, who had seen expanded foreign markets for U.S. manufactured goods as the only way to keep the American dream alive for American workers. These men and women developed both an international organization and rules to govern trade. But they (and the policymakers who followed them) did not explain to working Americans why the United States was encouraging greater trade, why an international organization to govern world trade was necessary, and how such policies would benefit the man and the woman on the street.

This book examines both how proponents communicated and how the public understood freer trade policies. It focuses on the development and debate over three very different international organizations designed to govern world trade: the International Trade Organization (ITO), the General Agreement on Tariffs and Trade (GATT), and the World Trade Organization (WTO). The debates over these innovations were opportunities to educate the American people about global economic interdependence.

The GATT was simply a temporary multilateral agreement designed to provide a framework of rules and a forum to negotiate trade barrier reductions among nations. It was built on 1934 legislation (the Reciprocal Trade Agreements Act—RTAA) that allowed the Executive Branch to negotiate trade agreements. The ITO, in contrast, set up a code of world trade principles and a formal international institution. The ITO’s charter was truly revolutionary: it broke new ground by attempting to harmonize a wide swath of foreign and domestic policies that can affect trade flows. The ITO’s architects were greatly influenced by Lord John Maynard Keynes, the British economist. The ITO represented an internationalization of the view that governments could play a positive role in encouraging international economic growth. But Congress never voted on the ITO, and consequently the provisional GATT (which was not a formal international organization) governed world trade from 1947 until 1994.

Almost fifty years after the United States announced plans to develop an international organization to govern trade, this “club” finally became a formal international institution in 1994. A week after Congress approved the eighth round of the GATT, the Uruguay Round, President Clinton signed the implementing legislation. This round created a new World Trade Organization (WTO) to replace the GATT. The WTO will provide a permanent arena for member governments to address international trade issues, and it will oversee the implementation of the trade agreements negotiated in the Uruguay Round.5

Although policymakers described the WTO as an evolution of the GATT, the WTO was not simply the GATT with a makeover or a reincarnation of the ITO. As the eminent legal scholar John H. Jackson noted, the WTO is “a mini-Charter.” As under the GATT, panels would weigh trade disputes, but these panels would have to adhere to a strict time schedule. Moreover, in contrast with GATT procedure, no country could veto or delay panel decisions. If U.S. laws protecting the environment (such as laws requiring gas mileage standards) were found to be de facto trade impediments, the United States would have to change its law, face retaliation, or compensate the other party.6 As a result, some Americans saw the WTO as a threat to U.S. sovereignty—the ability of the American people to determine their own laws and regulations.

From ITO to GATT

During the ITO debate some fifty years earlier, some Americans had also worried about the power of an international trade organization to force changes in U.S. laws and practices. Their concern was understandable. The American people had not called for such an organization and did not comprehend its implications. And policymakers did little to further their understanding of these policies.

During the 1930s and 1940s, such policymakers as Cordell Hull, Harry Hawkins, Dean Acheson, Will Clayton, Clair Wilcox, Winthrop Brown, and William Fowler steered the executive and legislative branches toward freer trade policies and mechanisms.7 They were assisted by academics and internationalist business leaders who joined the federal government during the war years.8 Working with their Allied government counterparts, these men and women determined that the only way to prevent a third world war was to develop a lasting international structure to ensure peaceful cooperation. An international trade organization was central to these plans. But the ITO required years of negotiation; it was drafted three times over four years before the final charter was signed by fifty-four nations in March 1948.9 Thus, the ITO missed the flurry of support for internationalism that accompanied the end of the war.

The final charter for the ITO was the most comprehensive international agreement ever negotiated; it had provisions setting rules of behavior for the use of import quotas, exchange controls, state trading, and commodity agreements; policies to achieve full employment; and rules to regulate investment and economic development. The ITO also included a secretariat with the power to arbitrate trade disputes and limited enforcement authority. Its signatories hoped that the ITO would lead to trade barrier reduction and spur international economic growth. The ITO’s architects believed American businesses and American workers could prosper in a world of planned economies because all economies would “play by the rules” as they sought to achieve growth.10

Most Americans, however, had little interest in U.S. trade policy. The war and the Depression had made them more insular, rather than more internationalist, and frequently less receptive, rather than more open, to economic policy innovation. Although the United States emerged from World War II the richest, strongest, and most powerful nation in the world, most Americans did not feel rich and powerful. They were sick of the war, tired of international problems, and ready to return to more local or insular concerns. Polls revealed that the public was confused by the nation’s new responsibilities as well as by the ever-increasing alphabet soup of agencies and policies designed to meet them.11

Moreover, creation of a new international organization to govern trade was not a top priority for President Harry S Truman or the U.S. Congress. Because 1948 was a presidential election year, Truman waited until April 1949 to present the final charter to Congress.12 Congress was preoccupied with world events, such as the invasion of Korea.13 Although the House held hearings, the Senate never scheduled a hearing date. The busy senators and their constituents were focusing on the battle between “the American assembly line and the Communist party line.”14 In November 1950, the president decided not to resubmit the ITO to the Congress.

Many factors collectively contributed to the ITO’s demise: they include changing international circumstances, party politics, special-interest opposition, and Truman administration ambivalence. This book focuses on the legislative and public relations strategy of senior Roosevelt and Truman administration officials.15 In November 1947, as policymakers were negotiating the ITO final charter, senior Truman administration officials in Washington began to distance themselves from the last of the proposed international organizations. These officials, who saw communism on the march, thought the ITO’s comprehensive approach to trade seemed ill-fitted to a world plagued by economic and political instability. Moreover, they were reluctant to use the administration’s limited political capital to defend the ITO, since the administration had not developed a broad-based constituency in support of radical change to the nation’s trade policies. They recognized that voters were focused on other more immediate issues, such as affordable housing and jobs for veterans. Finally, senior policymakers had an alternative mechanism to liberalize world trade, one which would not require direct Congressional approval or popular approval. Ever so gradually, they put their efforts into the supposedly provisional GATT. And soon thereafter, because of its more limited purview, the GATT developed a coterie of support.

From GATT to WTO

In 1954, the Eisenhower administration tried to create an international organization to govern world trade. But Congress never voted on the proposed Organization for Trade Cooperation.16 For the next thirty years, the GATT proved an adequate, albeit informal, means of achieving global trade barrier reduction. And it developed a core constituency of opinion leaders who supported American leadership of economic internationalism.

By the 1980s, however, policymakers and business leaders in the U.S. and abroad agreed that the GATT’s infrastructure would have to be strengthened to encourage global trade barrier reduction.17 The Omnibus Trade and Competitiveness Act of 1988 explicitly called for “more effective and expeditious dispute settlement mechanisms.” Creation of a firmer foundation for the GATT became an important objective of the eighth round of world trade talks, the Uruguay Round. This objective was endorsed by Presidents Ronald Reagan and George Bush. Again, however, they did little to involve or inform the American people as to why an international organization to govern world trade was necessary.18

The Debate Over Multilateral Trade Policy

There are two major differences between the debate over trade policy in the post–World War II period and that of the 1990s. As “the American Century” comes to a close, opinion leaders are divided as to the proper course of trade policies. At the same time, growing numbers of Americans are concerned about trade policy and are organizing to effect its direction.19

In the postwar period, opinion leaders (journalists, academics, and business, community, agriculture, and labor leaders) of the Right and the Left gradually recognized that international economic growth, spurred by the United States, could unite the world against communism. These “elites” came to accept freer trade through the GATT in the belief that it would encourage both democracy and economic growth in the United States and around the world. Republican and Democratic administrations worked with Congress to produce trade bills that expanded the purview of GATT while protecting specific sectors.20

Most Americans, however, remained apathetic about trade.21 After all, international trade was a relatively small percentage of GNP, and the bulk of our goods and services were “made in the U.S.A.” A small but growing minority of Americans understood that American firms must import in order to export.22 But this understanding did not translate into popular support of multilateral trade liberalization measures or the specific mechanisms of the ITO or GATT.

In the first decade following World War II, U.S. leadership of global efforts to free trade was not a hot political, social, or economic issue. Americans were intent on maintaining the higher standard of living they had attained during World War II and with buying some of the consumer goods that had been in limited supply. Few could see a connection between the ITO, the GATT, and more jobs or cheaper, more plentiful goods. And policymakers did little to help them make that connection.23 Most Americans knew the rewards that sector-specific protection had provided for over a hundred years, but they could point to few concrete benefits of freer trade. They feared that lower tariffs would create unemployment. Proponents of freer trade such as economists, business or civic leaders, or government officials acknowledged that jobs were lost as a result of trade. But they did little to show how the world economy could create high-paying jobs for Americans. It is not surprising that polls reported public confusion and ambivalence about the comprehensive nature of the ITO and the GATT and the policy shift that they presented.24 Most Americans had little understanding of the effects of America’s growing economic interdependence on their jobs, their investments, their standard of living, and upon American democracy.25

Ever so gradually, public concern about trade policy grew. By the 1970s, international trade was a much larger percentage of the nation’s output. The trade deficit seemed to increase every year. Korea, Singapore, and China, once poor, seemed increasingly adept at producing the high-tech goods that the United States had once dominated, from aircraft and cars to computers. As trade scholar I.M. Destler noted, “the diminished relative position of the United States . . . discredited, to a degree, arguments for a continuing commitment to open trade.”26

Although the public seemed to favor free markets in principle, they continued to believe that jobs, industries, and U.S. sovereignty needed to be protected by U.S. economic policy. The American people became increasingly disillusioned with the perceived failure of trade policy to protect these interests.27

America’s leadership of efforts to free trade did not provide the prosperity and job security that the “experts”—economists, business leaders, and government officials—had promised.28 In the twenty-five years following the war, the real wage of average American workers more than doubled, but from 1973 to 1991, real compensation of average workers was only 6 percent higher. The real wages of blue-collar workers actually fell in this period.29

Table 1. United States Total Trade as a Percentage of Gross National Product*
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*in billions of 1982 dollars

Source: Council of Economic Advisers, Economic Report of the President: Transmitted to the Congress, February 1986 (Washington, D.C.: GPO, 1986), 254-55.

Table 2. United States Total Trade as a Percentage of Gross Domestic Product*
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*in billions of 1993 dollars

Source: Council of Economic Advisers, Economic Report of the President: Transmitted to the Congress, February 1994 (Washington, D.C.: GPO, 1994) 268-69.

Some of these same experts began to wonder whether U.S. trade policy (or other factors) hurt the very people—American workers—that it had been designed to assist.

In business, labor, agriculture, and government, many of these experts began to debate the future of U.S. trade policy. America’s trade policy leaders agreed that “relatively free trade within a world system of common rules should continue to serve as the guiding star of U.S. policy,” but they disagreed as to how to get there.30 Some academics, lobbyists, and policymakers called for an activist industrial policy.31 Some labor, agriculture, and business leaders argued that threats of new U.S. restrictions would help achieve a more level playing field, even if the net result led to greater global protection. Still others called for a greater emphasis on punishing the unfair trade practices of America’s trading partners. They eventually succeeded at developing changes to U.S. trade law that would make it easier to allege that foreign competitors had dumped or subsidized their goods. Finally, some called for deemphasizing multilateral approaches to trade and focusing U.S. efforts on bilateral trade negotiations. All of these ideas were heard on Capitol Hill and reflected in legislation—some of which passed.32

This debate was not only about economics. Some intellectuals began to suggest that America’s social stability was threatened by economic interdependence. Moreover, during the 1970s, the purview of the GATT grew to include rules governing the use of nontariff trade barriers, such as health and safety standards. Representatives of agriculture, consumer, and environmental organizations worried that domestic laws designed to protect the environment or the public health could be challenged as illegal trade barriers.33 They organized to educate the public about trade and reoriented the debate to consider how globalization could affect American democracy.34

Concerns about sovereignty, however, were not limited to the Left. Influenced by such economic nationalists as Pat Buchanan and business leader H. Ross Perot, growing numbers of prominent Republicans including Senator Robert Dole and Representative Newt Gingrich questioned how multilateral trade policies might affect U.S. sovereignty. Many leaders also expressed concern that with the end of the cold war, the United States was paying too high a price (financially, economically, and politically) for its leadership of international organizations. Their concerns signaled growing fears that America was losing control over its destiny. This debate also revealed deep division within the Republican party over whether support for free markets should stop at the border.35

Thus, the debate on trade had come full circle. A history of the ITO, GATT, and the WTO may provide new insights about U.S. trade policy. It will show that concerns about the impact of trade—on the American democracy and attainment of the American dream—are not new. I hope it will also illuminate ways that policymakers can improve the dialogue about trade policy with the American people.

Methodology

Policymakers argue that an informed citizenry is a requisite for democracy. Yet as the history of the ITO, GATT, and WTO will reveal, policymakers did little to involve or educate the American people about trade policy. Trade policy was the turf of experts: in business, labor, agriculture, academia, and government.

Students of trade policy, like policymakers, have not been concerned with public opinion on trade. When they write books about trade, economists, historians, and political scientists focus on the tug-of-war between government officials, members of Congress, and representatives of special interests—groups of citizens organized to protect their economic or political interests.36 As economist Mancur Olson noted, interest groups are organized precisely because members of these groups believe they have a stake in any changes to the American system. In contrast, the mass public remains unorganized because they do not believe such changes will affect them or because the effects of these changes are too minor to motivate them to act politically.37 So, these authors ignore general public opinion.

For example, E.E. Schattsneider’s 1935 work on the Smoot-Hawley tariff remains the premier study of interest group politics. Although Schattsneider recognized that these pressure groups can’t substitute for the public, he does not include public opinion in the index, and he notes the views of consumers only in a footnote.38 Writing about trade policy in the 1960s historian Thomas Zeiler believes the state leads interest groups into accepting eventual policy decisions.39 The public is irrelevant. Other political scientists and historians focus on congressional–executive branch politicking, but still ignore the unorganized public.40 In an essay describing political scientists’ efforts to develop a synthesis on trade, political economist John Odell never mentions public opinion.41

Just as policymakers should not presume that public silence equals acquiescence, analysts of trade policy should not assume that the general public does not matter in shaping trade policy. Although elites “make” policy, it is debated, discarded, supported, or ignored by non–“movers and shakers” in the public arena.42 The public can affect trade policy as members of groups (the organized public) or as members of the unorganized/general public. We need to understand how the unorganized as well as the organized (concerned public) perceived these innovations.43 Moreover, the clout of the organized public may be declining. Americans are simply not joining groups or associations they way they used to. This is especially true for labor unions, a group that is particularly concerned about trade policy.44

Today the unorganized public can have a major impact on public policy through new mediums of technology such as fax machines and interactive television. Growing numbers of Americans develop and express their views by listening to radio or television talk shows, watching Congress on C-Span, or participating in discussion groups on the Internet. Policymakers are increasingly aware of the power of these technologies to connect the unorganized public and influence policymakers. They would play an important role in the debate over the WTO.45

In the 1980s and 1990s, the views of the unorganized public had a growing impact on policy. Political candidates had long relied on polls (data summarizing the views of the unorganized public) to determine public views about their leadership. In this period, however, public opinion polls became front-page news. Some policymakers relied on polls to determine their positions on public policy.46 In these instances, the dialogue about policy was reversed.

I have relied on a wide range of sources to convey the dialogue between the public and policymakers on trade. To convey the depth and diversity of opinion, I have analyzed archival data, government documents, editorials, magazines, journals, newspapers, transcripts of talk shows, interviews, and congressional testimony. I have interviewed trade policy officials, lobbyists, economists, citizen activists, and reporters. These sources provided a good overview of organized public opinion. I have relied on polls to convey general public opinion. Through the Roper Center, an archive for polls, I reviewed every poll on trade policy from 1936 to 1951. Using America Online, I examined every poll on trade policy in 1994 (as Congress considered the WTO).

Polling, however, is an art and not a science. Polls are only as good as the wording of questions, the order of questions, and the ability of the questioner to keep bias out of the data. To get around these problems, I have relied on nonpolitical, well-respected sources of polling data, focusing specifically on those polls that asked the same or closely related questions over a number of years.47 Rosita Thomas and Mike Kolakowski of the Library of Congress and Andrew Kohut of the Times Mirror Center for the People and the Press helped me better understand polling data. With the help of the reference librarians at the Brookings Institution, I also examined public, congressional, and special-interest opinion on a broad range of issues, such as internationalism, European recovery, NAFTA, and U.S. economic policies. This helped me place the dialogue on trade policy in the context of a broader debate on the government’s role in the economy.

Organization of the Book

The history of the ITO, GATT, and WTO begins in chapter 1, which traces the development of American tariff policy and shows how policies to liberalize trade were patched onto policies to protect specific sectors of the economy. Chapter 2 focuses on the initial process of planning and examines the linkage of trade and employment, as well as Keynesian and classical economics, in the postwar plans. Chapter 3 outlines the early legislative strategy adopted by the trade policy planners and its implications for public understanding and for congressional support of their efforts. It shows how policymakers devised a two-track structure for the ITO and the GATT. Chapter 4 examines changes in public opinion and the postwar planning structure in 1943-46. Chapter 5 discusses the public response to the ITO at several hearings around the nation. Chapter 6 presents the negotiation of the GATT and the final charter for the ITO as well as the 80th Congress’s response to these mechanisms. Chapter 7 looks at how the public and the 81st Congress, again under Democratic control, viewed trade policies in the context of continued economic disarray. Chapter 8 discusses how the Truman administration abandoned the ITO. I also examine the development of a constituency in support of the GATT.

The last chapters will discuss the dialogue about trade policy in the 1980s and 1990s. In Chapter 9, I examine how trends in the U.S. economy affected support for multilateral trade liberalization. Using the debate over the North American Free Trade Agreement (NAFTA), I examine the role of new interest groups, including consumer and environmental groups, as well as new mediums for dialogue in the debate about trade and the achievement of other policy goals. Chapter 10 focuses on policymakers’ efforts to communicate the Uruguay Round of the GATT and the proposed World Trade Organization to the general public and to Congress. In my conclusion, I compare the dialogue about the ITO/GATT in the postwar period and the GATT/WTO in the 1990s. Given the importance of trade to the health of the U.S. economy today, I suggest ways to further public understanding about trade policy.
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The Roots of Multilateral Trade Policy

Tennessean Cordell Hull was a “good old boy,” a respected member of Congress, and chairman of the national Democratic party. Like many of his southern colleagues, Hull believed high tariffs were an abomination. But Hull went further. He linked trade barriers (such as tariffs and preferences) with war, whereas “unhampered trade dovetailed with peace.” This good old boy’s disdain for high tariffs spurred him to action during his many years in Congress.1

Hull deserves credit as one of the fathers of the GATT, but his obsession with trade was not shared by most of his fellow Americans. As early as 1916, Congressman Hull called for an international economic conference to promote fair and friendly trade relations. At such a conference, America would reduce its tariffs in response to reciprocal trade barrier reduction by other nations. But his ideas gained little support in the prosperous twenties. In 1929, he warned his congressional colleagues, “Our neglect to develop foreign markets for surpluses is the one outstanding cause of unemployment.” But his warnings fell on deaf ears.2

Hull achieved his dream of freer trade policies as Franklin D. Roosevelt’s secretary of state. In 1934, Congress passed the Reciprocal Trade Agreements Act (RTAA), ostensibly to increase exports. Hidden in this path-breaking legislation was a growing belief that American jobs and the American standard of living were linked to open world trade. The legislation implied that the health of the U.S. economy could not be divorced from that of the world at large.3

The legislation also broke tradition in another important way—by shifting some of the responsibility for determining trade policy from the legislature to the executive branch.4 This transfer of responsibility to the executive branch began the process of “internationalizing trade policy;” a process that would culminate in the ITO and the GATT. But the Reciprocal Trade Agreements Act also created a system of governmental experts to decide trade policies. The initiative for trade policy was thus placed in the hands of people not directly accountable to the public.5 It also allowed protectionists to argue that freer trade policies were not democratically determined.

This chapter briefly describes the development of U.S. trade policy.6 I focus on the 1934 reforms, which made bilateral and ultimately multilateral trade liberalization possible. Supporters of freer trade policy rooted these reforms in American economic conditions; they argued that tariff reduction would create jobs. For all his political skills, however, Hull did little to convince Americans that freer trade policies would be in their economic interest. Although the public was receptive to new economic policies to mitigate the Depression, most Americans still believed that tariffs protected jobs and their ability to achieve the American dream. This perception would make it difficult to build a constituency in support of radical change to U.S. trade policies. To understand opposition to the development of multilateral trade policies, we must begin with America’s long history of protection.

A Brief History of U.S.Trade Policy

America’s founding fathers were trade policy realists. The memory of years of “taxation without representation” underscored the dangers of protection as well as the need to encourage new markets for America’s fledgling economy. The Constitution delegated responsibility for trade policy “to regulate commerce with foreign nations” and to “lay and collect . . . duties” to the Congress.7

Policymakers utilized tariffs to protect specific sectors of the economy, but they also signed treaties of navigation and commerce and emphasized a reciprocity policy on shipping. They directed their efforts toward developing America’s vast and rich internal resources.8 However, some Americans (notably Alexander Hamilton and eastern industrialists) began to see tariffs as a tool to stimulate U.S. economic development. The notion of using tariffs to protect America’s infant industries gained ground as the country struggled to develop. By raising the price of imports, tariffs served as an incentive to buy domestical goods. Government officials liked the selective nature of tariffs as well as the fact that the Treasury captured tariff revenue.9 Support for this “Hamiltonian” approach grew after the War of 1812. A “new nationalism” provided the ideology for protecting America’s burgeoning manufacturing and textile industries.10

Protecting the domestic market remained the focus of American trade policies in the years 1820-70, when modern corporate institutions had yet to become a significant factor in shaping policy. The federal government rarely intervened to encourage exports, although the United States relied on foreign capital and had a growing international trade.11 Nevertheless, although general tariff levels remained moderate, tariff protection spread to many sectors. Legislators learned it was simpler to compensate those injured by tariffs by protecting them too rather than to reduce the protection given to the first party. Any one interest, once granted protection, tended to regard that level of protection as its prerogative. But America’s growing recourse to tariffs was not universally supported; in fact, the spread of tariffs stimulated heated and divisive debate.12

Policymakers’ focus on the domestic market and their growing use of tariffs was understandable. America’s growing population, abundant resources, and expanding industry contained ample opportunity. Some businessmen began to build a nationwide market for their products. As Alfred Chandler delineated, large firms prospered when they achieved cost advantages from economies of scale and scope. Soon these efficiencies enabled some firms to move into foreign markets.13

By the early twentieth century, growing numbers of American producers sought foreign markets to counteract downturns in U.S. demand or to gain further economies of scale. Trade statistics reflect this growing internationalization: in 1890, the United States had a relatively small share of world trade, 3.9 percent, but by 1913, the United States had 11 percent. By the end of World War I, America had become a large producer and exporter of manufactured goods. Some segments of U.S. industry and agriculture were now dependent on overseas markets.

Yet American policy did not keep pace with America’s growing trade; the United States continued to rely on relatively high tariffs. A lower U.S. tariff would have facilitated foreign sales by making it easier for foreigners to earn dollars to purchase U.S. exports and service debts to U.S. creditors.14 Business and labor leaders as well as members of Congress still believed that the nation needed high tariffs to prosper, even though growing numbers of workers, farmers, and producers depended on exports.15

By the turn of the century, policymakers and business leaders did develop new mechanisms and institutions to reshape trade policy. The Department of State as well as the Department of Commerce and Labor developed closer relationships with businessmen and nurtured a constituency supportive of increasing American exports.16

At the same time, some reformers proposed radical changes to the nation’s economic policy. They believed that American consumers had long paid high hidden taxes when they purchased imports and that tariffs were the “mother of trusts.” They called for a two-pronged solution: the income tax would replace the tariff as the principal source of government revenue, and “experts,” rather than Congress, would “scientifically determine” tariff rates.

Some business leaders joined these reform efforts. These leaders were not free traders—they wanted tariffs to be maintained—but they regarded tariff fluctuation as the greater evil and therefore accepted modest revisions in the hope of achieving tariff certainty. Without the traditional vociferous opposition, in 1913 Congress passed the Underwood Tariff, a significant tariff reduction, and the income tax, which reduced government reliance on tariffs to fund government. In 1916, Congress established the Tariff Commission.17 As historian Robert Wiebe noted, these reforms signaled a stronger voice for more internationally oriented business in business associations and a new governmental emphasis on stimulating exports as well as providing protection. But they did not moderate or end America’s broad system of protection. Trade policy continued to lag America’s economic position.18 Moreover, these reforms did little to alert Americans to the nation’s economic interdependence or to the costs of protection.

However, these reforms did signal that members of Congress felt increasingly overwhelmed by pressure to provide protection to these interests. According to political scientist I.M. Destler, members began to “channel that pressure elsewhere, pushing product-specific trade decisions out of the committees of Congress and off the House and Senate floors to other governmental institutions.”19

U.S. protectionism actually increased in the 1920s. Because of the problems of postwar adjustment, Congress imposed high duties on about forty agricultural products in 1921. In 1922, manufacturers joined in a growing stampede for protection. Americans wanted it all—open markets for their products, a reasonable amount of imports, a protected home market, and “economic self-sufficiency.”20 The gap between American trade policies and America’s growing dependence on trade was growing wider.

Between 1922 and 1933, neither the country’s policymakers nor business and community leaders acknowledged the linkage between America’s economic health and that of other nations. American multi-nationals and American investment spurred U.S. and global economic growth. By 1922, American companies held 16.9 percent of total world exports and 12.9 percent of total world imports, and American business increasingly relied on imports for the raw materials for its manufactured goods.21 Nevertheless, Americans clung to protection as the basic tenet for trade policy while subsidizing the merchant marine and agriculture and exempting agricultural products from the nation’s traditional trade principles. Although some representatives of business, labor, academic, and civic groups worried about growing protectionism in the U.S. and overseas, they could do little to change American trade policy. Most Americans had little insight into America’s growing economic interdependence.22

Trade, Employment, and International Economic Interdependence

By 1930, with the Great Depression under way, a growing number of business, agricultural, labor, and governmental leaders began to see trade policy, and tariffs specifically, in a different light. Some of these individuals were internationalists, who recognized that there was a fundamental imbalance between the international accounts of the United States and the rest of the world. Others concluded that the only way out of the Great Depression was to create larger (foreign) markets for American goods. Others were traditional freer traders who thought that lowered trade barriers were in the national interest. All of these groups recognized that access to foreign markets could create jobs for Americans. The most direct way to gain such markets would be to reduce reciprocal trade barriers between America and its trading partners. Nonetheless, most policymakers continued to support protectionist measures. The potential to create jobs through lower trade barriers and increased trade seemed riskier than preserving jobs through the proven tool of protection.23

Some analysts believe the scope and level of tariffs reached a high water mark in 1930, during the presidency of Herbert Hoover. The Smoot-Hawley Tariff Act of 1930 raised rates on many items, even products the United States did not produce. Many members of Congress thought higher tariffs would protect them from the political fallout from jobs lost in their communities and help their chances for reelection. In addition, some politicians continued to believe that tariffs were a domestic policy tool not subject to international negotiations.24

As the Great Depression deepened, the United States and world economies faltered. American exports fell from $5.157 billion in 1929 to $1.576 billion in 1932. World markets for U.S. agricultural products shrank dramatically. America’s trading partners adopted a wide range of trade restrictions, including exchange controls, bilateral trading arrangements, and quantitative limits on imports. As they lost their jobs or livelihoods, growing numbers of Americans now understood that there was a linkage between trade policies, employment, and economic growth.25 But they were a distinct minority. Although the Great Depression broke the public view that high tariffs created and maintained the nation’s economic growth, support for maintaining sector-specific tariffs endured.

However, the Great Depression transformed public opinion about the proper role of government in the domestic economy. In 1933, everyone knew someone who had lost his or her job or had no prospects for advancement. With unemployment as high as one-fourth of the workforce, many Americans were less certain that market forces would “correct” the unemployment problem.26 They turned to government for a solution, convinced that the federal government should, as President Franklin D. Roosevelt stated, “protect the economic welfare of all the people.”27

Many government officials and academic economists shared the new notion of governmental responsibility for employment. They too were concerned by the large numbers of unemployed or underemployed men and women. Officials working on international economic policy faced the daunting task of reconciling the new imperative to combat unemployment with their long-term efforts to encourage freer trade.28 This task was difficult because trade liberalization can have contradictory economic effects: over the long run, freer trade can create jobs, but in the short term it can also create unemployment.29 Moreover, in 1933, no economic ideology indicated to government officials how to create jobs and achieve freer trade. Finally, although Cordell Hull had inserted a strong tariff reduction position in the 1932 Democratic party platform, candidate Franklin D. Roosevelt was ambivalent, fearing that “the introduction of so controversial a subject into Congress might derail other important legislation.”30 As a result, the United States moved slowly and incompletely from using protection as a rationale for job maintenance to using trade liberalization as a rationale for job creation.

At the London Economic Conference in 1933, Secretary of State Cordell Hull hoped to encourage participating nations to reduce trade barriers. Participants achieved a compromise where each nation would take steps to stabilize exchange and trade relations. The very compromise suggested that the health of the economies were linked. As Hull negotiated, however, Congress increased tariffs on several agricultural commodities. Roosevelt’s priorities were domestic recovery; for a variety of reasons (including disinterest) he rejected the compromises achieved in London.31

Hull and his aides (who included Francis Sayre, Herbert Feis, and Harry Hawkins) debated how they could best gain congressional and executive branch support for a radical change to U.S. trade policy. They recognized that if they wanted to change America’s foreign economic policies, the executive branch (read State Department) would have to wrestle greater control over trade policymaking from the Congress. Moreover, if any new instrument interfered with an existing program such as the New Deal’s program of aid to farmers, it would not get the president’s support.32

The efforts of these internationalists were bolstered by growing public recognition of the consequences of international economic disorder. According to trade policy historian John M. Dobson, “As warehouses overflowed and factories closed down, cries for greater Government efforts to create foreign markets arose.”33 Roosevelt heard these pleas. Ever the experimentalist, he decided to give Hull’s ideas a chance. On March 2, 1934, President Roosevelt requested authority to negotiate commercial agreements with foreign countries, and the chairman of the House Ways and Means Committee, Robert L. Doughton, introduced an administration bill designed to authorize such agreements. Supporters of the bill argued that “national and international economic conditions made broad executive discretionary powers imperative.” To Hull, this approach would “lift the economic level of the world without interfering with domestic measures.”34

Congress debated the legislation for some four months. Although some members opposed the legislation for protectionist reasons, many members had difficulty reconciling this new approach with America’s democratic tradition of determining trade policy. They objected to what they saw as an unconstitutional delegation of legislative power. These members alleged that the act infringed Article I, section 8, and Article II of the Constitution.35 Moreover, they worried that “the vesting of authority in one man, who would have to rely mainly upon the advice of others, was unwise. . . . Without any provision for public notice and hearings . . . an element of instability was injected into an already maladjusted situation.”36 Some opponents feared that Congress was being forced to give advance approval for any agreements into which the president might enter.37 Finally, some members wondered if the trade agreements were in fact treaties, which required ratification by two-thirds of the Senate.

These concerns about the new approach were on target; State Department officials were not very interested in obtaining public input in the negotiations. Both Francis B. Sayre, assistant secretary of state, and Cordell Hull opposed provisions in the legislation for a public hearing. Hull told the Senate Finance Committee, “Nothing is more impossible than to go through the equivalent of a long judicial procedure, hearings here and hearings there.” According to Sayre, “If the people of the country cannot trust their own president with all the instrumentalities they have for bringing pressure to bear on him . . . we might as well abdicate and close up shop.” But members of Congress redesigned the act to include public notification and hearings. A Committee on Reciprocity Information would sponsor hearings where interested parties could present their views on potential tariff reductions.38

The legislation directed the President to seek information and advice from other agencies in deciding which countries to negotiate with and which products to negotiate tariff reductions for. The Department of State created the Trade Agreements Committee to monitor the program. This interdepartmental committee was composed of officials from the Departments of State, Treasury, War, Labor, Commerce, and Agriculture, and from the Tariff Commission. The names of these committee members were made public, and members were supposed to represent their departments’ perspectives, not their own opinions.39

Hull also opposed publishing a preliminary list of items being considered for concession, fearing such a procedure “would give away to foreign nations our ammunition.” But the legislation required that the secretary of state must issue a public notice of intention to negotiate, along with a list of products on which the United States will consider granting concessions. After public hearings on these potential concessions, the Trade Agreements Committee debates lists of those products on which the United States will request concessions and of those products on which we should consider granting concessions. The Trade Agreements Committee, the secretary of state, and the president must then approve the suggested bargaining schedules and recommendations.40

Although Congress was able to ensure some public notification and involvement, congressional concerns about democracy would continue to haunt the Reciprocal Trade Agreements Act. Even supporters recognized that the process was designed to facilitate interests sophisticated in influencing trade policy and did little to involve the general public.41 However, this was not a key concern for Cordell Hull and his lieutenants.

Implications of the New Approach to Trade Policy

The Reciprocal Trade Act was not a free trade measure; it passed as an amendment to the Smoot-Hawley Tariff Act. The RTAA was pragmatic legislation, designed first to improve America’s economic position in world markets and only in the long run to advance freer trade. Hull and other proponents of the act believed that the incentive of reduced U.S. tariffs could induce other nations to agree to open their markets.

Moreover, the RTAA did not radically change previous trade policies. As before, tariffs could only be reduced selectively, on a product-specific basis. The RTAA continued long-standing policies of reciprocity, nondiscrimination, and the allocation of authority to the president to negotiate tariffs.42 Special interests retained much of their ability (and their expertise) to influence trade policy considerations. As State Department officials noted, tariff concessions were granted “only after exhaustive study shows that they will not result in material injury to any group of American producers.” Thus, the RTAA built freer trade upon sector-specific protection.43

Congress retained much of its ability to set the parameters of trade policy. The act granted authority to the executive only for three years, forcing the executive to return to Congress to obtain renewed authority as well as feedback on the agreements it had made. This reliance on Congress ensured that the State Department would be responsive to the needs of specific sectors and would work “to reconcile . . . export promotion with import protection.”44

But the RTAA certainly changed the procedures and players involved in making trade policy. The RTAA made trade liberalization (which many perceived as radical change) possible. The act gave the executive branch greater authority to negotiate trade agreements concerning a wide range of commodities. According to Professor Stephan Haggard, by delegating authority to the executive, Congress allowed new organizational interests and government officials to develop competence on trade issues. Such officials would be less likely to kowtow to special interests and might take a more internationalist approach to trade. In the hearings on tariff levels and in the bilateral negotiations to achieve trade agreements, executive branch officials had to weigh tariff reductions from the standpoint of the national interest rather than from the perspectives of those protected by specific tariffs.45

The RTAA helped create a public constituency in support of trade liberalization. But the constituency for freer trade was small compared to the numbers of Americans who supported protection. The idea that protectionism preserved U.S. jobs was so embedded in the American polity that the government had to portray the Reciprocal Trade Agreements Act as a temporary measure that would increase employment.46 In his message to Congress asking for the RTAA, the president argued that it was necessary because the decline in world trade “has meant idle hands, still machines, despairing farm households, and hungry industrial families.”47

Policymakers had finally developed a trade policy that acknowledged the effect of U.S. tariff policies on U.S. and global economic conditions. No longer could policymakers describe tariff policies as nonnegotiable, strictly domestic policies. But the United States had not ended its addiction to tariffs. Moreover, freer trade policies did not inspire public enthusiasm. Most Americans understood neither the process of reciprocity nor the implications of U.S. tariff policy. In a February 1938 American Institute of Public Opinion (AIPO) poll, only 49 percent of those polled had heard of “Secretary Hull’s efforts to make trade treaties with other countries.” Some 73 percent of them approved of his efforts.48 But a January 1940 poll by AIPO found that only 10 percent of those polled could correctly define the term “reciprocal trade treaties,” while 53 percent of those polled admitted they did not know what the term meant.49 Other polls revealed equal confusion about the implications of freer trade. An AIPO poll on January 30, 1940 reported that 64 percent disapproved of letting “South America sell more farm products here” in order to sell more manufactured goods to South America.50 Although the RTAA permanently altered the dialogue between the American people and their government on trade, American opinion had not caught up to the reality of America’s economic role in the world or the importance of trade to the U.S. economy.51 To most Americans, trade had nothing to do with their attainment of the American dream.

U.S. policymakers were moving faster than public opinion. With the coming of war in the 1940s, American policymakers would have an opportunity to develop plans for the peace. Much of their attention would be directed toward finding ways to encourage freer trade while expanding both trade and employment. They hoped it might attract public support.52
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Linking Jobs to Trade Policy, 1939–1942

By 1939, advocates of freer trade policies could point to the trade agreements program as a modest success. The United States had increased its trade with some twenty countries without causing serious injury to any American industry. But bilateral trade agreements could not induce the rest of the world to dismantle their myriad forms of trade protection. More importantly, these agreements had little impact on the nation’s economic growth. Firms continued to fail in record numbers. Unemployment remained relatively high.1

Given continued economic stagnation, some State Department officials hoped to develop a more comprehensive approach to economic policy, one that would stimulate global employment as well as global economic growth. But there was no public constituency calling for such change. Moreover, President Roosevelt, Secretary of State Cordell Hull, and Treasury Secretary Henry Morgenthau were focused on more immediate issues, including the spread of war throughout Europe.

Ironically, the war provided government officials with an opportunity to experiment. Harley Notter, a State Department official, suggested “establishing a group of officers” to formulate a program of action to restore peace in the future.2 Notter’s recommendation was echoed by private citizens. Although many Americans wanted to avoid entanglement in another foreign war, they recognized the need to prepare for the war’s aftermath. The Council on Foreign Relations, the National Association of Manufacturers, and the Federal Council of Churches were among many groups that offered the government their assistance in developing plans for the peace.3

On September 16, 1939, Secretary of State Hull appointed Leo Pasvolsky as his special assistant to work on problems of the peace. Pasvolsky, a noted international economist and experienced State Department hand, was told to devise international economic and political “arrangements.” Pasvolsky tackled economic problems first.4

But Pasvolsky was frequently frustrated as he tried to develop economic plans for the future peace. From 1939 to 1941, postwar planning was not a top priority, and Pasvolsky was not given the resources he needed.5 It was not until late in 1940, with the assistance of Harry Hawkins and the staff of the Division of Trade Agreements, that the planners developed an effective way to gain bureaucratic support for the economic plans.

Out of their efforts was born an innovative approach to global trade liberalization designed to expand global trade and employment. The postwar planners hoped it would convince the public that freer trade would lead to greater prosperity as well as more jobs and prosperous U.S. businesses.6 However, this trade policy had little relation to the dreams of most Americans.

The Slow Development of the Trade Policy Plans

On February 3, 1941, Secretary Hull established a small staff of eight, the Division of Special Research, under Pasvolsky, and directed them to develop new approaches to achieve multilateral trade liberalization.7 But Pasvolsky’s group soon stepped onto the administrative turf of other State Department divisions, including Harry Hawkins’s Division of Trade Agreements, which had responsibility for trade policy and the specific mechanism of the RTAA. Hawkins, who had a long and successful working relationship on trade with Secretary Hull, could have easily frustrated the work of Pasvolsky’s group. However, Hawkins saw opportunity in collaborating with Pasvolsky. As noted above, he yearned for a more comprehensive approach to free trade. Hawkins also recognized that the spread of the war would make bilateral trade agreements relatively unimportant.8 He directed his staff to work in tandem with the Division of Special Research.9 Despite the collaborative efforts of Pasvolsky, Hawkins, and their staffs, the planning process soon stalled.

In an attempt to move the process forward, Secretary Hull established (in December) a departmental committee, the Advisory Committee on Problems of Foreign Relations, to study problems of peace and reconstruction and to advise the planners. But the meager staffing of the State Department and the crush of world events forced the Advisory Committee to focus on current policy.10 In 1940, Hull tried to broaden the postwar planning process by involving officials from other agencies in the Interdepartmental Group to Consider Post-War International Economic Problems and Policies. This informal group included high-level staff from key agencies such as the Executive Office of the president, the Tariff Commission, the Federal Reserve Board, and the War Department. However, these officials were also overwhelmed with work on daily crises. As a result, the Interdepartmental Group also made little progress in planning for the postwar era.11

In its fourth attempt, the State Department finally developed an effective approach to gaining bureaucratic support for the postwar planning process. As the war spread throughout Europe and Asia, government officials began to look for ways to cooperate with British officials on shaping the peace as well as the war effort. Understanding that Great Britain’s agreement would be a sine qua non to the success of any economic plan, they determined to use the United States–British relationship to achieve their long-term objectives. A new tool, lend-lease, would serve as leverage.12

Lend-lease and the Postwar Economic Plans

Lend-lease was implemented after the signing of the tripartite pact between Germany, Italy, and Japan on September 27, 1940. The Axis alliance gave Roosevelt and his advisors an opportunity to reshape America’s overall foreign policy.13 The Treasury Department drafted legislation allowing the U.S. government to provide materials that friendly nations needed in return for specific actions “in defense of freedom.” With lend-lease, the United States assisted nations that, by defending themselves, were reducing the danger of war spreading to the United States. Congress approved lend-lease legislation on March 11, 1941, as a German invasion of Great Britain appeared imminent.14

Lend-lease was a shrewd policy mechanism: it supported the defense efforts of our lend-lease partners while facilitating the work of the commercial policy planners. Trade policy goals were to be achieved through its Article VII. This article was vaguely written; some State Department staff would spend hours analyzing its intent.15 But it was clear that the United States and its lend-lease partners were committed to begin conversations on policies and mechanisms to establish “acceptance of the basic commercial principles which were indispensable to the establishment of a sound economic order in the post-war world.”16 Thus, lend-lease would couple the immediate objective of winning the war with the long-term economic goal of winning the peace.17

State Department officials used Article VII to justify an expansion of the postwar planning staff.18 Under a grant from the Rockefeller Foundation, the Council on Foreign Relations lent the department several members of its staff. These men, who included William Diebold and Courtney Brown, worked with the division to prepare a series of issue papers on international problems. They would make major contributions to the economic postwar plans.19 With this additional staffing, the postwar planners were able to maintain the State Department’s control over the commercial policy plans and broaden their perspective without adding to the department’s budget. The planning effort gained legitimacy, because the Council was respected by both business leaders and academics. Nonetheless, the planning process remained relatively insular, as the Council staff basically agreed with the State Department’s trade ideology.20

As postwar planning gained in influence and in administrative support, the first of several interagency turf battles arose. On July 30, 1941, President Roosevelt appointed Vice President Henry A. Wallace to head a new Economic Defense Board. This board was designated to advise the president on postwar economic reconstruction and on specific steps to expedite the establishment of peacetime economic relationships.21 This created a dilemma for State Department officials. They did not want to interfere with the new agency’s actions in service to the war effort. However, they also did not want to “resign to a new and inexperienced organization” State’s responsibility for postwar planning and foreign policy. State Department officials may have also feared that Wallace’s left–New Deal stance would lead to unrealistic plans for future foreign economic policies. From his writing, they may have believed he was not ardently committed to expanded world trade.22 Assistant Secretary of State Dean Acheson and his staff determined to reestablish State’s control by diversifying participation in the planning committees under the department’s aegis. They worked out an elaborate program for liaison with other agencies and private organizations, an accommodation that enabled State to stay in charge of all areas of foreign economic policy (except monetary and agricultural policies).23 Over the next two years, the State Department managed interagency policymaking well, despite continued threats to its purview by war-related as well as permanent government agencies.24

As the battles over policies and turf waged on, Hull decided he must build an external constituency for the postwar planning process, especially if and when the United States entered the war.25 Hull and the president took several steps to gather this support. In his lend-lease address to Congress, President Roosevelt stated, “We look forward to a world founded upon four essential human freedoms.” One of these, “freedom from want,” became the basis of Hull’s efforts to convince the American public that there could be no secure peace without “economic understanding” and stability.26 But Hull did not direct his staff to be any more specific. The planners still did not view public understanding as a high priority of the planning process.

Senior postwar planners such as Acheson, Pasvolsky, and Hawkins, as well as Hull and Roosevelt, gave speeches and testimony to bolster public support for the planners’ efforts.27 They endured numerous chicken and pea dinners on the Council of Foreign Relations’ and League of Women Voters’ lecture circuit. In America’s cities and heartland, they found that internationalist sentiment as well as public support for U.S. governmental responsibility for economic growth and stability were growing. They decided that Americans were coming to accept the idea that government actions could help secure full employment and economic stability.28 Surveys by the State Department revealed that many Americans recognized the close relationship between expanding world trade and high U.S. income and employment. Polls also reported increased support for international trade liberalization.29 These polls, however, did not show understanding that specific tariffs would have to be reduced to achieve multilateral trade liberalization.

In 1940, Hull and Roosevelt formally linked the Reciprocal Trade Agreements Act to the postwar planning process. In statements to the Congress urging another three-year renewal, both men described the RTAA as more than an emergency measure to expand exports and create jobs. It was also an essential tool for achieving world peace. A congressional report stated: “The choice before us is whether we shall lead the way toward the slough of economic despair . . . or towards the heights of economic progress, sustained prosperity, and enduring peace . . . for the world.”30

But this new expanded rationale did not create bipartisan support. In the Minority Report, Republican representatives Daniel A. Reed, Harold Knutson, Bertrand W. Gearhart, and Frank Carlson, among others, described the RTAA as dangerous to the nation’s economic and political health. According to the Minority, the act was not only “back-handed and unconstitutional,” but it “places in the hands of one individual the absolute power of life and death over every branch of domestic agriculture and industry dependent upon tariff protection.” The report argued that the result was “bureaucratic tariff making” by self-anointed “experts,” who undemocratically assert that “they are capable of doing a better job of tariff making than the Congress.” The “only way in which American agriculture, industry and labor can be assured of the protection of their rights and careful consideration of . . . the interests of the whole Nation is through approval of the trade treaties by Congress.”31

Republicans were not the only opponents of the RTAA. Some fourteen Democratic senators (from western states representing cattle, farming, and mining interests) joined their Republican counterparts in an effort to defeat the 1940 Trade Act Extension. The extension resolution passed the House 218–168; in the Senate the margin was a tight 42–37.32

This close call did not inspire the postwar planners to involve or educate the public in the relationship of trade liberalization to its planning activities.33 In 1941, one official warned that the United States would pay a price for that failure, because “solutions must evolve from the people.” He advised senior postwar planners that as the executive branch came to monopolize foreign policy, Americans would become frustrated by their inability “to affect that policy.” But the planners, concerned with control and secrecy, continued to exclude the people and their representatives from the commercial policy planning process.34

Meanwhile, the postwar planners began bilateral consultations with Great Britain in the summer of 1941. President Roosevelt and Prime Minister Winston Churchill (and their staffs) agreed that a declaration of common principles would facilitate cooperation and postwar planning.35 As the negotiations evolved, however, they brought to the surface broad differences in how the two nations viewed governmental responsibility for trade and employment.

The British negotiators were reluctant to delineate their future trade policies. Many Britons feared that the adoption of the nondiscriminatory (most-favored-nation) approach to trade would force Britain to abandon the system of Imperial Preference, which allowed Britain to grant preferences to its colonies and dominions and to maintain strong ties between the Great Britain and Commonwealth nations. Some of the American negotiators, however, especially Undersecretary of State Sumner Welles, were determined that the “vital principle” of nondiscrimination be embodied in all the statements and actions on international trade.36 These differences dashed American hopes for a strong common statement on trade liberalization.37

Roosevelt, who was not sympathetic to Britain’s preferences, nevertheless understood the domestic political pulls on his friend Churchill. Ever the politician, Roosevelt accepted a broad statement to the effect that nondiscriminatory trade relations would be the guiding principle for international trade, but that existing obligations (that is, preferences) would be respected (and therefore continued). In addition, he assured Churchill that Point Four of the Atlantic Charter would commit the British only to discuss preferences in the upcoming Article VII discussions.38

With this understanding, the two allies jointly released the Atlantic Charter on August 14, 1941.39 Although Anglo-American cooperation seemed to have taken a giant step forward, to many postwar planners the process had moved two steps backward. They feared the Atlantic Charter raised more problems and questions about future trade policies than it resolved.40

After December 7, 1941, when Japan attacked Pearl Harbor, the United States joined Britain as a belligerent. Now the United States had to mobilize and plan for war as well as for peace. Hull hoped the two efforts would not compete. His plans for the peace were bolstered when on January 1, 1942, twenty-six nations signed the Declaration of the United Nations. The Allies were now apparently united in their aims for war and peace, having subscribed to the goals of the Atlantic Charter.41

By 1942, the United States had come a long way in developing the postwar plans for multilateral trade liberalization. It had committed itself to a twofold international economic program: international cooperation directed toward economic welfare (“freedom from want”) and “collaboration between all nations in the economic field with the object of securing economic advancement and social security.”42 However, the State Department had not yet involved the public in the planning process: only a small, handpicked group of nongovernmental advisers and government officials had participated in developing the plans for freer trade. The first test of whether the American people supported these objectives would be the Anglo-American negotiations under Article VII.

The U.S./British Negotiations on Full Employment and Trade

With a firm declaration of Allied goals for the war and the peace in hand, the postwar planners returned to their efforts to forge a consensual trade policy with Great Britain. Article VII committed the signatories to discussions of their longterm economic objectives for the peace. Harry Hawkins’s staff soon took control of these discussions and provided “the initiative and planning” for the Department’s strategy for implementing Article VII.43 These officials turned to the Reciprocal Trade Agreements Act for legislative justification for their work, although they knew it was not explicitly designed to implement freer trade on a multilateral basis.44

State Department officials also knew that it would be extremely difficult to forge a consensus with British officials on future trade policies. As the Atlantic Charter discussions revealed, many British negotiators did not see eye to eye with the State Department on the benefits of nondiscriminatory trade.45 Most British citizens seem to have opposed any attempts to modify the system of preferences.46 Moreover, many advocates of government intervention to protect employment, such as Lord John Maynard Keynes, did not support American efforts to liberalize trade.47 Although neither the British public nor the war cabinet were united behind Keynesian concepts, the American negotiators seemed intimidated by Keynes. He had great influence in the United States and abroad.48

The U.S. postwar planners struggled to understand and to reconcile Lord Keynes’s views with their aspirations.49 They knew his primary concern was Britain’s economic health and its long-term ability to create jobs for its people. Keynes feared that Britain could become too attached to the boom/bust cycle of the American economy; he did not trust American macroeconomic management. Britain, he believed, would be better off managing its balance of payments among the “sterling area” nations in the commonwealth.50 The planners concluded that Keynes was “preoccupied with the problems of unemployment,” problems that led him to support “bilateral commercial and economic arrangements,” which allowed “a close control of international trade and payments.”51

Keynes was no protectionist. He recognized “that the advantages of an international division of labor are real and substantial” and that immoderate protection “may lead to a senseless international competition which injures all alike.” Thus, as early as 1936, Keynes had argued for the “simultaneous pursuit” of high domestic employment “by all countries together.”52 Nonetheless, Keynes believed nondiscriminatory policies would no longer work. He had concluded, “We must be free to work out new and better arrangements” that would accommodate national employment objectives.53

Despite their differences with Keynes, many postwar planners in the State Department, including Harry Hawkins and Dean Acheson, hoped to find common ground on his “new and better” approach. They shared Keynes’s desire to reconcile trade and employment objectives but differed on the means to that end. Most feared bilateralism would only make the situation worse.54 They determined to build something “new and better” by relying on expansionary trade policies, thinking that all economies would grow under such policies and that employment would, too. This, they believed, would allow them to harmonize Keynesian and classical economic views on trade. Welles, Hawkins, and other State Department officials resolved “to make our position clear”—that is, to convince Keynes and other British officials to support their plans.55

Keynes, Acheson, and the U.S. ambassador to Great Britain, John Gilbert Winant, found common ground in two broad linkages for the Article VII discussions.56 The first coupled British actions on preferences to American action on tariffs, and the second linked action on trade policy to actions promoting economic expansion.57 But the new draft did not convince the British Cabinet.58 Throughout 1941, neither Ambassador Winant nor Secretary Hull could convince Prime Minister Churchill to sign a lend-lease agreement containing the compromises.

Meanwhile, the postwar planners were having problems on another front. Some U.S. government officials were insisting that the British buy wheat in fixed proportions from the United States, Canada, Australia, and Argentina rather than from the cheapest source. This recommendation infuriated British policymakers, as Britain was incurring heavy physical, psychological, and financial losses in the war.59 Although the wheat issue was resolved, American credibility was damaged.60 The Americans had delivered two conflicting messages on trade: first, that the U.S. government was divided on the appropriate policies to achieve trade liberalization; and second, that the United States was willing to abandon its vision of freer trade to benefit certain sectors of its own economy (such as agriculture).

Hull recognized that these divergent strategies would jeopardize America’s immediate and postwar objectives. He called on the president to discuss future trade policies directly with Churchill, but the president understandably favored the nation’s political and military goals over longer-term trade policies. Roosevelt, in two communications, provided “a definite assurance that we were no more committed to the abolition of Imperial Preference than the American Government were committed to the abolition of their high protective tariffs.” The British Cabinet was “won over,” and the revised draft of Article VII was signed on February 23, 1942.61

Problems with the Article VII Compromise on Trade and Employment

The new draft of Article VII led to some confusion concerning how to proceed with future commercial policy planning.62 Under the resolution, the planners would rely on two methods to achieve the Atlantic Charter and Article VII objectives: liberalization of international trade and financial policies and “maintenance of domestic purchasing power by fiscal methods.” But was the approach workable under U.S. law? The planners recognized that “these two methods” were “often advocated as rival philosophies.”63 Moreover, Article VII appeared to link British elimination of preferences to American reduction of tariffs and lend-lease aid, a congressional prerogative.64 Under the authority of the RTAA, tariff cuts were selective and were granted in return for equivalent concessions by other nations. Flat across-the-board cuts were never made.65 As the planners knew, Congress was unlikely to approve any broad horizontal reduction under the RTAA or to devise a new legislative mechanism to give the president this authority.66

Congressional opposition was not the only potential problem; the political future of the postwar plans was shaky because Secretary Hull and the planners had not yet built a constituency of support. Hull was well aware of the need to involve representatives of the public in the planning process.67 Yet it was not until 1942 that he set up an “Advisory Committee.” This committee was designed to bring the planners together with members of Congress and representatives of special interests. The full Advisory Committee only met four times because of wartime concerns about secrecy. The opportunity for a broad exchange between government officials and concerned citizens was thus lost, and the potential for misunderstanding and opposition from individuals left out of the process was increased.

The Advisory Committee contributed to its own isolation. Following the normal course of committee evolution, it divided up into functional subcommittees to facilitate an in-depth examination of particular problems. These subcommittees, which did the bulk of the postwar planning in 1942, were dominated by State Department officials.68

The Subcommittee on Economic Policy, chaired by Assistant Secretary of State Acheson, was responsible for postwar trade policy. This committee included governmental and nongovernmental members.69 In the initial drafting phase, Acheson and Pasvolsky hoped that members would speak as experts, rather than as agency or private-sector representatives, and that they would think creatively about long-standing problems.70 Thus, Hull, Acheson, and their colleagues knew that they needed to develop grassroots, labor, and business support for their proposals. However, they did not include members of Congress or representatives of protectionist interests that might be threatened by efforts to liberalize trade.71 In early 1943, Hull again reorganized the planning process, but this attempt also failed.72 Foreign service officers and civil servants gained greater control over the planning strategy, and outsiders were even less likely to be heard by the commercial policy planners.

Hull knew from his experience on Capitol Hill how lobbyists and special interests could sabotage new policies. He hoped to deploy public support for freer trade against the special interests that might oppose the department’s postwar plans. Yet the senior postwar planners had done little to create such public support or public understanding either directly through public forums or indirectly through Congress. Hull said that the postwar planning was “a task not for governments alone, but for parents, and teachers.”73 But from 1939 to 1942, he did nothing to see that ordinary Americans such as parents and teachers were consulted for their views on trade and employment issues, either directly or indirectly through Congress.74

By 1942, the postwar planners had built a paper foundation to accommodate two very different policy goals: trade liberalization and full employment.75 But this trade policy, born of the Great Depression and the war, soon developed an identity crisis. Although it resembled classical economics on trade, to some observers it looked less a child of Adam Smith than one of Keynes.76

In fact, the trade policy was a child of both theories, and as a policy half-breed it faced an uncertain future. Neither the public nor their elected representatives were involved in its early development and nurturing. By not granting adequate voice to the views of Congress and the private sector, the trade policy planners risked creating future problems for their strategy on Capitol Hill.77 Many members of Congress were already concerned about ceding congressional authority on postwar planning and on trade policy.

The planners believed they could build a constituency for their plans by linking war and peace, future jobs and trade. However, as Cordell Hull noted, the public and Congress would need to see a connection between the plans devised by the State Department and each American’s future well-being.78
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Gaining Congressional Approval for Multilateral Trade Liberalization, 1943–1945

In 1943, the postwar planners were optimistic about the postwar plans. Although the war was not going well for the Allies, support for international cooperation seemed to be growing among elites. The Republicans issued the “Mackinac” resolution, urging the United States to play its proper role in postwar international cooperation.1 It looked like Congress would extend the authority of the president under the Reciprocal Trade Agreements Act. And U.S. and British negotiators had reached agreement on the broad outlines of their plans to expand world trade

However, by 1945, as the war moved to a close, the fervor for creating new international institutions began to evaporate among senior Roosevelt administration officials. As the famous columnist Walter Lippman noted, the New Dealers “are now a set of tired middle-aged men,” less committed to policy innovation. Even once ardent supporters of a new approach to ordering the world economy such as Cordell Hull and Leo Pasvolsky were increasingly cautious about the limits of public support for internationalist initiatives. They recognized there was no wellspring of public support for radical change to the nation’s foreign economic policies.2 In spite of these hurdles, the postwar planners continued to move forward with their ambitious plans for trade.

The Legislative Basis for the Proposed ITO

On September 12, 1943, Secretary of State Cordell Hull took to the airwaves to explain how America’s economic postwar plans would meet the national interest. Hull’s speech was deliberately general, emphasizing the need for international economic, social, and political collaboration “to create conditions in which . . . each nation will have enhanced opportunities to develop and progress in ways of its own choosing.”3 Hull provided little information about how the economic postwar plans might affect the interests of Americans in their multiple roles as voters, workers, consumers, and shareholders, and he said nothing about a proposed international organization to further global economic growth.

But the postwar planners had already become quite specific. They believed trade must be expanded on a nondiscriminatory basis, and policies should be directed toward keeping that trade in the hands of private enterprise. An international trade organization would facilitate achievement of these objectives.4

Most of the background work for the proposed international trade organization was developed by government officials who met as the Special Committee on the Relaxation of Trade Barriers.5 The Special Committee members disagreed on how best to reconcile foreign and domestic economic growth, but they shared a belief that the time was right to gain support for global trade liberalization in the United States. A Special Committee report noted that U.S. unemployment was virtually nonexistent, American industry was less dependent on protection than in the 1930s, and the global economy would soon be adjusting to peacetime needs.6

As the postwar planners recognized, however, three factors could thwart the achievement of freer trade. The first was the timing of their efforts. They knew any program for trade liberalization would “encounter opposition from special interest groups and their spokesmen,” but the “opposition is in a weaker position now than it has been in the past or will be . . . after the war.” The time to face that opposition “is already upon us.”7 Timing might affect their success in a second way. The planners recognized “the extent to which one country may be willing to go towards the relaxation of a type of trade barrier . . . might depend on the extent to which other types of trade barriers . . . are also relaxed.” They concluded that the only feasible approach to multilateral trade liberalization was to address all trade barriers simultaneously.8

Current trade law presented a third and final obstacle to simultaneous trade barrier reduction. The RTAA did not authorize simultaneous trade barrier reduction, but only the selective reduction of tariffs on specific products. Moreover, the legislation was directed toward bilateral negotiations and said nothing about multilateral negotiations. Thus, under the RTAA, the United States could not facilitate the reduction of a wide range of trade barriers (such as preferences or exchange controls) between many nations. Moreover, international discussions about trade liberalization had moved forward on the premise of sweeping, mutual trade barrier reductions, although the trade policy planners had no legal authority to achieve a multilateral and horizontal negotiation.9 Although these officials recognized the gap between their objectives and their authority, it did not spur them to develop new, more appropriate legislation or to educate the public and Congress about their strategy and objectives.

The planners were soon reminded that trade policies were also domestic policies. The Reciprocal Trade Agreements Act was not popular with the American people or the Congress; most Americans had never heard of the act and didn’t understand its objectives. The RTAA had long engendered congressional hostility because it was perceived as a challenge to legislative control of the nation’s economic policies. Some members of Congress saw the act as a New Deal program, and a growing conservative coalition of Republicans and Southern Democrats felt the New Deal deserved dismantling.

The House Hearings on the third renewal of the RTAA should have given the trade policy planners pause.10 The hearings, in April and May 1943, revealed the strength of special-interest opposition to freer trade even in a time of supposedly bipartisan foreign policy. Twenty-nine witnesses testified for and sixteen witnesses against the RTAA; fifteen briefs were submitted in its favor and seventeen against its continuation. Labor, business, and farm groups as well as members of Congress testified on both sides of the issue.11 Farmers, workers, business leaders, and members of Congress feared that trade liberalization could undermine America’s standard of living by forcing U.S. workers to compete with cheap labor.12 Some witnesses and members of Congress stressed that the United States was fighting the war to restore the American economic and political systems, not to change them or “export the New Deal.” They determined to ensure that the planners could not do so.13 Moreover, witnesses and members of Congress expressed concerns about executive branch control of trade policies. Workers, congressmen, and some business leaders complained that the process for determining tariff reduction was secretive and did not include representatives from the people or affected interests.14 They claimed the process for reducing tariffs was undemocratic and even “totalitarian,” because representatives of the people delegated their power to the executive branch to determine the nation’s tax policy.15 To regain control over the trade policy process, these opponents recommended House or Senate approval of trade agreements.16

Although the RTAA was extended with greater legislative support than in previous renewals, the hearings should have warned the planners not to ignore congressional concerns. Congress was clearly worried about future foreign economic policies; members wanted more information and more control over the policy development process. Several members of Congress as well as outside witnesses expressed concern about the unclear linkages between Article VII of lend-lease and the trade policy plans, but the planners made no special effort to explain how lend-lease agreements had served to induce American allies to participate in trade negotiations.17 Some members of an increasingly assertive Congress charged that the administration “had indicated its intention to keep peacemaking out of Congressional hands”; they used the hearings to show their determination to be viewed as partners in policy development.18 Furthermore, the hearings revealed that special interests (including protectionists) had certainly not lost their influence on Capitol Hill. Congress responded to the hearings with a two-year extension of presidential authority to negotiate trade agreements rather than the three years originally requested by the State Department.19 Congress clearly intended to keep the planners on a short leash.

Table 3. Some Prominent Proponents and Opponents of 1943 Renewal of the Reciprocal Trade Agreements Act



	Some Proponents:

Agriculture: American Farm Bureau Federation

Labor: International Ladies Garment Workers Union, Brotherhood of Railway Steamship Clerks, National Women’s Trade Union League

Business: National Foreign Trade Council

Prominent Republicans: Charles P. Taft, William Allen White, Henry Stimson

Newspapers: Baltimore Sun, Christian Science Monitor, Emporia Gazette, New York Times, St. Louis Post Dispatch

	Some Opponents:

Agriculture: National Grange, National Cooperative Milk Producers Conference

Labor: American Wage Earners Protective Conference

Business: American Tariff League

Prominent Opponents: George Peek





Source: House Committee on Ways and Means, Hearings on H.J. Res. 111: Extension of Reciprocal Trade Agreements Act, 78th Cong., 1st sess., Apr. 12-23, 1943.

In 1943-44, Congress sent other signals to the postwar planners. Both the House and Senate set up postwar planning committees and passed several resolutions on their goals for peace. In addition, Senate Foreign Relations Committee members stressed that the lend-lease master agreements were to be used to achieve wartime goals only.20 But these actions did not motivate the planners to explain how they would use Article VII to develop the plans. The planners seemed more concerned with meeting international demands for dramatic tariff reduction than with answering congressional pleas for inclusion and control.

The 1943 hearings may, however, have been a wake up call to senior officials at the State Department about the strength of the opposition to policies linking trade and employment. Both British and American observers noted that Cordell Hull appeared to recognize the political costs of attempting to build an international trade organization and that he now seemed to view it as less of a priority. Other important officials, including Henry Wallace, the vice president, and Undersecretary Sumner Welles, were never overly enthusiastic.21 Nonetheless, discussions with the British on a coordinated approach to international economic policies began in the fall of 1943.

As the planners focused on the international means of achieving their goals, British officials were also firming up their approach to an international trade organization. In conjunction with British officials in the Board of Trade, James Meade of the war cabinet drafted a plan called the Commercial Union. Meade had written his plan in response to Keynes’s proposal for a clearing union. It included a convention to reduce tariffs and provided for a secretariat to to settle disputes. Meade was delighted when the Americans welcomed his plans.22

The British and American plans became the focus of Anglo-American discussions held in Washington in September and October 1943, under the aegis of Article VII discussions. British participants on commercial policy issues were Sir Percivale Liesching of the Board of Trade, James Meade representing the Board of Trade, and Lionel Robbins of the war cabinet. On the U.S. side, key participants included Myron C. Taylor, the head of the Special Committee; Assistant Secretary of State Dean Acheson; Assistant Secretary of Commerce William L. Clayton; Leo Pasvolsky; and Harry Hawkins and his able assistants Don Fuqua, John Leddy, and Leroy Stinebower.23

The American and British negotiators found both common ground and significant areas of disagreement in their wide-ranging discussion. They agreed the plans needed to link trade and employment objectives through economic expansion and to establish some system for the free convertibility of currencies. Both groups of negotiators stressed that “the problems to be faced after the war would be so great, so urgent, . . . that . . . action on multilateral lines” was required.24 But they disagreed on the specifics and timing of trade barrier reductions. The British reiterated that changes in preferences had to be linked to substantial tariff reduction as part of a nexus of concessions.25

America’s postwar planners were better at reading and responding to international developments than at attending to political realities at home. International signals came in loud and clear. British officials repeatedly stressed that bilateral negotiations were not “an adequate means for reducing trade barriers immediately and tariff reductions under bilateral trade agreements would not be accepted as a full discharge of the obligation of Article VII to reduce trade barriers.” American diplomats in Britain frequently warned that the U.S. government would have to reduce tariffs substantially to “buy” changes in preferences. The Canadians echoed this view, insisting on simultaneous multilateral negotiations during Article VII discussions in January and February 1944.26

The U.S. planners were in a bind. To be internationally successful they had to gain British support, but the British (and the Canadians) demanded multilateral, simultaneous reduction of trade barriers. The RTAA, as then constituted, would not allow enough concessions to achieve international agreement. Many of the senior planners recognized one way to escape this bind: to build public and congressional opinion in support of multilateral trade liberalization based on an understanding of the economic position of America’s allies, especially Great Britain.27 This approach might have allowed the planners to draft new legislation and to make a case for it with Congress. However, after a further round of discussions, senior State Department officials decided not to follow that course.28

As early as 1943, support at the top for a multilateral approach to trade liberalization and for linking trade and employment seemed to be weakening. British economist Lionel Robbins described a conversation with the special assistant to the U.S. Ambassador in London, E.F. Penrose. Penrose “more than hinted at a vast struggle in the State Department” between advocates of freer trade and those who supported control of commodities (such as the Wheat Agreement).29 Don Fuqua told James Meade that Harry Hawkins “was running a terrific risk . . . in taking the grand line . . . in favor of a multilateral approach to Commercial Policy because the Secretary of State is an ultra-cautious man. The implication of this was . . . that Hull is still extremely unconvinced of the multilateral approach.”30

State Department officials became increasingly assertive about the economic postwar plans with America’s allies. A comprehensive memorandum, prepared for British, Soviet, and American concurrence at the Moscow Conference, outlined eight objectives for international economic cooperation, including an expansion of international trade on a nondiscriminatory basis, the regulation and ultimate elimination of arrangements to restrict production and trade in individual commodities, and the establishment of stable foreign exchange rates.31 Harry Hawkins and his staff in the Trade Agreements Division (formerly the Division of Commercial Policy) recommended that the United States “push forward vigorously the discussions” with the United Kingdom and other countries to reach tentative agreement “on the substance of a general multilateral convention on commercial policy.”32 They hoped international backing along these lines would inspire greater public support, they but did little to foster that support.

Secretary of State Hull continued to keep the public in the dark about the trade policy plans. In a November 11 speech to Congress on the Moscow Conference, he focused on general political and international cooperation and did not mention specific U.S. objectives or mechanisms.33 Other than through that speech, the general public was not notified of the planners’ aspirations. In 1944, some government officials urged a new approach built on popular support and rooted in new trade legislation, but the majority of the senior postwar planners ignored that advice.34 As a result, few Americans even knew that the U.S. government was planning an international organization on trade.

The Development of a Constituency for the United Nations and the Bretton Woods Institutions

As the planners deliberated in 1944, other international organizations were moving closer to becoming a reality. Ironically, many of the planners believed an international trade organization “must succeed or there will be so serious a gap in the international relations structure as to bring everything down in ruins.”35 Yet the ITO had barely been designed when the planners started to erect the other international institutions. Unfortunately, the planners failed to incorporate lessons from their construction in the plans for an international trade organization.

The efforts to develop the United Nations (UN) and the Bretton Woods institutions (the World Bank and the International Monetary Fund) were characterized by greater public involvement than the effort to develop an ITO. In establishing the UN, an international organization to spur global cooperation and develop peaceful solutions to international disputes, the planners were able to build on strong public support. Many Americans, who regretted the U.S. failure to join the League of Nations after World War I, concluded that an international security organization might have fostered international cooperation. Although membership in the United Nations entailed a major shift in U.S. foreign policy, it was a change that the American public saw as necessary.

Public opinion muted the traditional Republican opposition to internationalism. Many Republican leaders seemed to acknowledge that they would have to shed their isolationist image to survive in the postwar world, given the United States’ clear responsibility for world order.36 Consequently, Roosevelt administration officials were able to emphasize publicly the nonpartisan development and negotiation of the United Nations.

Many UN planners recognized that public opinion would provide a framework for their objectives and strategy for achieving a world security organization. Throughout 1944, they worked hard to build and sustain public support.37 Senior officials cautiously courted Congress and involved representatives of the public and Congress developing proposals for the proposed organization, while working to obtain international assent to their plans. Their well-publicized efforts to involve Congress neutralized congressional and especially Republican opposition.38 The negotiating process also included members of special interests: forty-two national organizations were invited to serve as consultants to the American delegation at the San Francisco Conference. Finally, the nation’s leaders consistently emphasized the importance of the UN. Both President Franklin D. Roosevelt and President Harry S Truman frequently noted that the proposed United Nations would meet the public interest. At the same time, respected business, government, civic, and religious leaders emphasized their support for this policy innovation.39 Because a broad cross section of people participated in its development, many Americans perceived the UN as designed for them and in their interest.

The Senate debate on the United Nations Charter revealed the depth of support for this radical change to America’s foreign policies. According to Ruth Russell, who wrote an extensive history of U.S. involvement in the UN’s development, witnesses who thought the charter was too strong (a superstate) were counterbalanced by those who thought it too weak. After five days of debate, the Senate approved the UN by an overwhelming vote of 89-2 (with five Senators absent).40

The history of the Bretton Woods Institutions (BWI) is also characterized by the appearance of public involvement, although representatives of banks and internationalist organizations played the largest role. Unlike the UN, the BWI initially aroused little public interest and support. Few Americans understood the need for international financial rules and institutions, stable exchange rates, and financial support for development. But the BWI planners focused on conveying the benefits of these institutions to the American people and Congress, with Treasury Secretary Henry Morgenthau Jr. and his deputy Harry Dexter White spearheading the difficult efforts. Morgenthau stressed, “Our job isn’t done until it is sold.”41 It would not be an easy sell.

The BWI planners mounted a wide-ranging public relations campaign. They made sure the delegation to Bretton Woods included representatives from Congress, the financial community, and academia. White held daily press conferences at Bretton Woods and encouraged public discussion of the two proposed institutions. To build a constituency in support of the BWI, Treasury hired a public relations firm; invited academics, business leaders, ministers, and bankers to discuss the proposals; and tried to portray the institutions in simple terms appealing to the general public. So effective was his campaign that Senator Robert A. Taft complained that Morgenthau had used tax dollars to fund one of “the most . . . organized . . . propaganda efforts which this country has ever seen.” These marketing efforts paid off in July 1945, when Congress passed the Bretton Woods Agreements Act.42

Both the UN and the BWI benefitted from Republican reluctance to oppose internationalist initiatives in 1945. (According to Dean Acheson, the Republicans “couldn’t afford to be against every international measure, so they flocked to a man to vote for Bretton Woods.”) But these institutions were also tributes to effective leadership and the appearance of consensual decision making. Roosevelt, Truman, and their secretaries of state consistently emphasized the importance of the UN; Morgenthau and White were devoted to establishing the BWI. Executive branch, congressional, special interest, and community leaders working together were able to forge a consensual approach to erecting these institutions.43

The ITO was a far different story. No ground swell of public support spurred Congress to work with the ITO’s architects. Moreover, the much-touted congressional/executive consensus on foreign policy did not extend to trade policy. It was quite possible to favor internationalist initiatives and oppose the administration’s approach to multilateral trade liberalization. Finally, although Hull once saw an international trade organization as essential to his postwar plans, his commitment appeared to be wavering. He did not attend the conferences with the British that developed these plans. There is no evidence to show that President Roosevelt supported these plans. Although the president said he viewed establishment of rules for international trade as essential, his lack of involvement may have conveyed the implicit message that an international trade organization was not crucial.

Tailoring the Proposed ITO to Existing Legislation, the RTAA

While the UN and BWI planners gained support for their plans, the trade policy planners argued over the proper legislative strategy to achieve their international objectives. Throughout 1944, the postwar planners were unable to agree whether to build on the RTAA or to devise a new legislative vehicle for the ITO.44 By the end of 1944, State Department staff had weighed the benefits and detriments of five different approaches, which they called Proposals A through E. Three had serious detriments, so the planners focused on Proposals A and E.45

Proposal A, which U.S. and British negotiators had discussed since 1943, called for horizontal tariff reduction. It would maximize U.S. bargaining power but force the planners to abandon the RTAA and develop a legislative alternative. Proposal A reflected the planners’ growing concerns about congressional and protectionist backlash. It included an escape clause that could be invoked if rising imports damaged a particular industry or commodity. The planners hoped the escape clause would mollify the fears of Congress and special interests about the economic impact of freer trade. Nonetheless, Proposal A would have radically changed America’s longstanding approach to tariff policy.46

In contrast, Proposal E built upon current policy. Under this approach, as nations negotiated bilateral tariff reductions, a multilateral group of conferees would also discuss the reduction of nontariff barriers, cartels, and commodity issues. This proposal had several advantages: it would “assure the general extent of tariff reduction and would provide tariff reduction simultaneous with the relaxation of non-tariff barriers. It would be highly selective and . . . possible under the Trade Agreements Act.” Proposal E would also achieve multilateral freer trade through bilateral negotiations, but this strategy presented serious negotiating problems. Although Proposal E was more politically feasible, most of the trade policy planners preferred Proposal A.47 They wanted to build the ITO on new legislation.

Although they had narrowed their options, the trade policy planners seemed unable to reach a consensus on their legislative strategy. On February 8, 1945, William A. Fowler of the State Department drafted a resolution aimed at increasing and extending the trade agreements policy, gaining the blessing of Congress for the broad multilateral plans, and concentrating “public and Congressional support behind a single measure.” Fowler noted that the highest priority was to gain increased authority for tariff reduction, and he recommended that the State Department request its traditional three-year extension. He thought the planners could obtain increased authority, a horizontal reduction, and the three-year extension, but worried that the multilateral proposals might split public support and jeopardize the increased authority the planners needed to continue their international discussions to create an ITO.48

Not even Fowler’s draft could move the process forward. Some of Fowler’s more politically astute colleagues, unsure whether Congress would let them achieve all three goals in 1945, concluded that they had to use the multilateral-bilateral approach to obtain congressional support simply to gain renewed authority. They believed that more members of Congress would support the multilateral-bilateral approach because it was “a selective method which [had] worked in the past.”49

At the last minute, the planners tried to ascertain whether they could use public support to convince Congress of the benefits of a horizontal tariff reduction. On the one hand, they believed growing support for the general concept of trade liberalization might foster greater public support for a new approach to trade policy. Its benefits would be abundantly clear to many producers and traders; they “would have something concrete to fight for.” On the other hand, because the multilateral-bilateral approach would yield fewer benefits, it would be difficult to rally these same groups in its support. The planners concluded that Proposal A might “capture the popular imagination as a far reaching step toward international economic progress,” helping its chances in Congress.50

But it was already too late to use public opinion to shape congressional behavior. The planners had lost the opportunity to use public support for the UN and the BWI to build support for an international trade organization. Nor had they taken advantage of the few public statements in favor of trade liberalization to build a consensus for their plans.51

As the plans for an international trade conference reveal, public approval was not a high priority for the planners. One planner wrote, around July 1, that the United States “should make up an agenda for the conference and recommend the position the United States should take on each subject on it. . . . Our proposals should then be sent to all governments with a statement . . . that their comments would be welcome.” At the same time it should be “made public . . . to allow opportunity for the public and Congress to become familiar with them and to get their reactions.”52 This passive strategy might have been successful if a consensus already existed; it would surely not work where the public was confused about or uninterested in the issue.

On November 30, 1944, Assistant Secretary of State Dean Acheson made the first public announcement of the plans for a world trade conference. In testimony before the House Special Committee on Post-War Economic Policy and Planning, he declared the department’s intention “to seek an early understanding with the leading trading nations, indeed with as many nations as possible, for the . . . reduction of all . . . barriers to trade” at the earliest possible date. “This agreement would of course be submitted to the Congress for its consideration.” But he did not invite Congress or the public to participate in its design. Acheson and the other planners kept the specifics of their work under wraps.53

Several key planners, including Harry Hawkins, challenged Acheson’s approach. Hawkins, now economic advisor to the U.S. ambassador in London, called for a strategy that would emphasize both public and international support equally and simultaneously. Because early congressional approval of the multinational approach was needed to get international backing, he recommended that the planners get legislative authority for horizontal cuts, even if doing so required abandoning the RTAA. The secretary’s staff committee agreed with Hawkins. “Advantage should be taken of the public interest in, and support of the San Francisco Conference and . . . it would be very desirable to advance proposals for the economic side of the peace at the same time. On this basis we might be ready to make a detailed public statement of our program in two or three months.”54 After a preliminary sounding of congressional sentiment, Assistant Secretaries Acheson and Clayton concluded that Congress would never approve further authority for explicit multilateral negotiations.55

Events soon forced the planners to stop vacillating and choose an alternative on which to build their legislative strategy for an international trade organization. The president’s authority under the RTAA would soon expire, and the planners feared losing even its limited authority for trade liberalization. The planners finally decided not to develop new legislation and to put their efforts behind the selective approach that had characterized the RTAA since 1934. The RTAA became their priority.

The RTAA hearings, held in April through June 1945, forced the planners to confront the power of Congress and special interests to affect the postwar plans.56 The Senate hearing was particularly antagonistic. Fifteen witnesses testified in favor of the legislation, and eight additional groups submitted positive briefs; thirty-three witnesses testified against the bill, and twenty submitted negative briefs. At the House Hearings, sixteen witnesses testified against and nine for the legislation. As in 1943, labor, business, and farm groups, as well as government officials, testified on both sides of the issue.57

Opponents of trade liberalization presented both traditional and new arguments against the RTAA. Echoing the RTAA hearings in 1943, farmers, workers, business leaders, and members of Congress expressed their concern that freer trade would undermine America’s standard of living. Representatives of business, labor, and Congress argued that the Department of State could not be trusted to develop economic policies in the interest of the American people.58 Representatives of business, labor, and Congress again stressed that for Congress to delegate its authority to determine tariff policy would make trade policy undemocratic.59

Opponents of freer trade also added some new twists, linking jobs and trade to oppose both the extension of the RTAA and any change to trade policies. Some argued that the United States must first achieve full employment and only then move toward freer trade. Others maintained that lowering the tariff would effectively increase immigration, because the American worker would have to compete with lower-priced labor.60 The use of a jobs rationale to argue against renewed presidential authority for trade liberalization should have motivated the planners to clarify their intentions.

Table 4. Some Prominent Proponents and Opponents of 1945 Renewal of the Trade Agreements Act



	Some Proponents:

Agriculture: American Farm Bureau Federation, National Farmers Union

Labor: International Ladies Garment Workers Union, Brotherhood of Railway Steamship Clerks, National Women’s Trade Union League, Congress of Industrial Organizations, Textile Workers Union, International Union of Mine, Mill and Smelter Workers

Business: National Foreign Trade Council, Committee for Economic Development, Commerce and Industry Association of New York

Prominent Republicans: Charles P. Taft, William Allen White, Henry Stimson

Newspapers: Baltimore Sun, Christian Science Monitor, Emporia Gazette, New York Times, St. Louis Post Dispatch

Civic Groups: League of Women Voters, General Federation of Women’s Clubs, American Association of University Women

	Some Opponents:

Agriculture: National Grange, National Cooperative Milk Producers Conference, Southern Commissioners of Agriculture, National Association of Commissioners, Secretaries, and Directors of Agriculture

Labor: American Wage Earners Protective Conference, American Watchmakers Union

Business: American Tariff League, American Glassware Association, Bicycle Institute of America, Toy Manufacturers, American Mining Congress, Independent Petroleum Association

Prominent Opponents: George Peek, Senator John Thomas





Source: House Committee on Ways and Means, Foreign Trade Agreements: Report to Accompany H.R. 3240, 79th Cong., 1st sess., May 18, 1945, and Hearings on H.R. 3240: An Act to Extend the Authority of the President under Section 350 of the Tariff Act of 1930, as Amended, 79th Cong., 1st sess., May 30-June 5, 1945.

However, the planners did not use the hearings to explain how they would utilize expanded authority to foster multilateral trade liberalization. The officials who testified never discussed the proposed ITO, even though Congress reminded them of the public’s right to know. The House Report, in calling for the approval of the legislation, noted, “The economic future of this country will depend upon the ability of the American people to see their real interests clearly. . . . The Committee is confident they will not be misled in this matter.”61 Instead of heeding this warning, the planners chose to keep the American people in the dark.

The minority report on the RTAA took a different tack by linking freer trade to “regimentation.” Republicans noted that “only under a socialized system of government, with industry and labor completely regimented, can we possibly hope to maintain . . . a level of imports sufficient to pay for the amount of exports which the administration contemplates.” In the minority’s eyes, the plans of the State Department’s “world planners and globocrats” meant “the loss of a diversified economy,” “the destruction of incentives to pioneer,” and “the establishment of even greater and more powerful bureaucratic controls.” The minority urged a more nationalistic approach. “The major effort in the post-war period . . . should be directed to the creation and maintenance of a sound domestic economy. . . . Let us ever remember that we must keep America free, strong, and prosperous if we would be the hope and salvation of the world.”62

But supporters of freer trade ignored the linkage of their plans with socialism. Although the State Department carefully monitored congressional attitudes, the planners frequently misread congressional concerns about their objectives and strategy.63 It is not surprising that Acheson, who was in charge of congressional relations, seemed amazed that the RTAA extension passed in 1945.64

A Resolution on the Plans for an International Trade Organization

Although the RTAA was extended for three years, the planners obtained little of what they needed to forge an international consensus on an international trade organization. They did not gain legislative authority for horizontal negotiations. As John Leddy wrote to his friend and boss William A. Fowler, now at the American Embassy in London, “during the hearings on the Act we have played up selectivity probably more than during any previous renewal . . . to get the authority. There is likely to be considerable opposition to any plan involving horizontal reductions.”65 Despite its limitations, it was now clear that the RTAA would have to serve as the legislative foundation for the development of the proposed ITO.

The planners soon found a way to reconcile their legislative constraints with their international objectives, but their solution would shortly jeopardize their larger foreign economic policy objectives. In April 1945, Leddy and other State Department officials devised a “nuclear” approach, whereby a few trading nations would simultaneously negotiate bilateral trade agreements and then encourage additional agreements with other groups of countries. Leddy saw the nuclear approach as “an attempt to cut the cloth of our postwar commercial policy so as to fit the legal pattern of the Trade Agreements Act and still permit bold and rapid action.” At the same time, he admitted the objectives were contradictory. “Bold and rapid action, which is the only kind that will meet the urgent needs of the postwar period, simply is not possible under the Trade Agreements Act. . . . The plain truth, which should be faced now so that we can avoid delay and make progress, . . . appears to be that Congress will not delegate to the executive advance authority to do the large job that needs to be done.” Leddy suggested that the planners first negotiate a multilateral agreement that “would be sold to the country and then brought back to Congress for approval.” 66 Although many planners agreed with this suggestion, the planning committee now in charge of trade policies, the Executive Committee on Economic Foreign Policy, rejected it. On July 21, committee members decided to ask the British to agree to the nuclear approach. Only if the British flatly rejected it would they return to Congress to request new legislation.67 Despite this decision, the planners debated the alternatives until November 1945, long after Congress had passed the extension of the RTAA.68

Meanwhile, Hawkins, Fowler, and E.F. Penrose had begun discussions with British officials to forge a consensus on general plans for an international trade organization.69 The British were upset, but in November 1945 they accepted the nuclear approach and agreed on an outline for an international trade organization.70 In December 1945, with British concurrence, the United States issued its “Proposals for Expansion of World Trade and Employment.” The Proposals were the first published draft of American plans to link trade policies to employment policies. They were also the first public expression of U.S. intent to promote the development of an international trade organization.71

After two years of deliberation and dissension, the postwar planners developed a congressional strategy to achieve their international objectives. The planners hitched their plans to an ill-fitted legislative vehicle, one that could not facilitate bold (trading a wide range of trade barrier reductions for horizontal tariff reduction) or rapid action. Their incremental approach did not match their broad and innovative objectives. Moreover, the planners were unable to take advantage of what they saw as a relatively weakened opposition because of their unwillingness to directly tackle special interests and the Congress about multilateralism.

These officials were no more adept with the general and concerned public. Senior officials barely informed the public about what they were doing. It was not until 1945 that they announced their intention to negotiate an international trade organization. But the public, representatives of special interests, and members of Congress would soon affect the fate of the trade policy plans. These officials would learn that their responsibility to determine trade policies in the national interest was matched by a responsibility to make their objectives clear to the American public.
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The Planners and the Public, 1943–1946

Nineteen forty-six was not a good year to propose a new international organization. Frustrated by the rising prices of necessities, Americans paid attention to the domestic economy. They were less supportive than during the war years of government planning in general and internationalist economic planning in particular. The ITO also made its debut at a time when events in Europe lessened the importance of longer-term mechanisms. Instead, such emergency mechanisms as food aid for Europe and financial aid to Britain became top priorities for government officials.

Changes within the government also portended problems for the proposed ITO. President Truman brought new leadership and new objectives to foreign policy. Many of his new senior officials could see little to gain from clinging to the proposed ITO.

Yet other government officials remained committed to achieving an international trade organization. They still believed in a comprehensive approach to trade policy. However, they were not concerned about public apathy. They assumed that public support would magically spring from a core constituency for internationalism and that the rationale for the ITO, the linkage of trade and employment, would resonate with the American people.

Changes to the political and economic environment, to public opinion, and to the federal bureaucracy left their marks on the proposed ITO. By 1946, ITO supporters had begun to understand that these changes did not bode well for the fate of the trade policy plans.

New Leaders, New Priorities

A core staff of experienced trade policy officials continued to work on the ITO, but key personnel changes affected the management and direction of the planning process. These changes underscore the importance of consistent leadership at the highest levels of government to successful institution building. From 1943 to 1946, America had three secretaries of state: Cordell Hull, who resigned in October 1944, Edward Stettinius, who served from November 1944 to June 1945, and James Byrnes, who served from July 1945 to September 1946.1 These men had to shepherd a variety of mechanisms through an increasingly assertive and conservative Congress. As the ITO was neither their creation nor greatly popular, it is not surprising that it became a lower priority for the new secretaries.

The new priorities of the State Department first became evident during the hearings on the fourth extension of the Reciprocal Trade Agreements Act (RTAA), held in April through June 1945, during the last months of Stettinius’s service as secretary. Stettinius was not as concerned about the links between trade policy and peace as Hull and certainly not as ardent an advocate of the RTAA. When the RTAA hearings and the San Francisco Conference on the United Nations conflicted, Stettinius went to San Francisco. He asked William Clayton, the new assistant secretary of state for international affairs, to represent him at the RTAA hearing. Traditionally, the secretary of state had presented the department’s position, and some congressmen tried to use Stettinius’s absence to “create the unfortunate impression” that he “has not enough confidence in the operation of the act to appear in its defense.” Because Clayton was new to his position and did not receive the deference usually accorded to the secretary of state, he had a difficult time defending the RTAA.2

The death of Franklin D. Roosevelt on April 12, 1945, also weakened the effort to create an international trade organization. The new president, Harry S Truman brought new ideas, management, and priorities to foreign policy. Trade liberalization, and specifically an ITO, was not as high a priority for his top foreign policy team. Meanwhile, Harry Hawkins, who had led the State Department’s efforts on trade policy since 1934, moved to the American embassy in London, leaving the policy in the less-experienced but equally capable hands of Clayton, Clair Wilcox, and Winthrop Brown.3 Clayton, a wealthy cotton-broker, joined the Roosevelt administration in 1940; he was assistant secretary of commerce from 1942 until 1944, then he joined the State Department. He would become the ITO’s strongest advocate in the Truman administration. Clair Wilcox taught economics at Swarthmore College and joined the State Department in 1945. Wilcox would become the principal negotiator of the final charter of the ITO. Brown, an attorney, worked on lend-lease issues in London before joining the Division of Commercial Policy. These men, however, were not well connected with the new officials at the top levels of the State Department under Stettinius and Byrnes.

Although Clayton, Willard Thorp, and Dean Acheson (who became undersecretary to Byrnes) were promoted within the State Department under its new management, their promotion did not signal an advance for the ITO in the Truman administration’s priorities. The men at the top of the Department of State were preoccupied with issues such as the end of lend-lease, Europe’s economic problems, Britain’s financial crisis, control of atomic energy, and collaboration with the Department of the Interior on an international petroleum agreement.4

Changes at the top levels of the executive branch also meant new priorities and new strategies at other cabinet-level agencies. Shifts in staffing brought new blood and often less understanding than during the war years of the objectives for an international trade organization.5 The proposed ITO may also have lost some high-level advocates in departments such as Agriculture, Commerce, Labor, and Treasury, whose support and involvement were important.

Changes at the Working Level of the Department of State

The structure for developing the plans for an international trade organization changed frequently, reflecting the new priorities for foreign economic policy that emerged as the war began to wind down. In 1943, responsibility for developing an international organization had been divided among various divisions of the State Department, including the Division of Special Research, the Office of Economic Affairs, and the Office of the Special Assistant to the Secretary (which handled other international organizations within the State Department). On January 26, 1944, the department was reorganized. The Office of Economic Affairs was abolished and replaced by the Office of Commercial Policy, directed by Bernard F. Haley, who soon returned to Stanford University to teach economics, and the Office of Financial and Development Policy, directed by Emilio Collado, an economist who served the Treasury Department and the State Department. The Office of Commercial Policy handled the bulk of work for the proposed ITO.6

The division of postwar planning among several offices hampered the public relations efforts of the planners. Although representatives of Leo Pasvolsky’s staff continued to participate in the planning for the ITO, they focused primarily on developing the United Nations Charter. In contrast with their colleagues working on foreign economic policies, Pasvolsky’s staff moved rapidly to involve internationalist outside advisors as well as government officials and, ultimately, members of Congress.7 But because of the partition of the planning staff, the ITO’s architects did not benefit from the UN planners’ experience in selling the UN to the American people. The ITO’s architects hoped to tie the proposed ITO to institutions such as the United Nations, but found it difficult to build public understanding of the link between the organizations already approved by 1945 and those still being planned.8

The reorganization also established the Executive Committee on Economic Foreign Policy (ECEFP), whose function was to examine problems affecting U.S. economic foreign policy and to formulate recommendations for the secretary of state.9 But the ECEFP was poorly equipped to persuade the public and Congress to support the ITO: it had no outside or congressional members. The ECEFP included officials from the Departments of State, Treasury, Agriculture, Labor, Justice, War, and Commerce, as well as the Bureau of the Budget, the Federal Trade Commission, the Securities and Exchange Commission, the Foreign Economic Administration, and the Tariff Commission.10 The committee was run by and dominated by State Department officials, who were more comfortable with international issues than with domestic issues. Without public feedback, these officials were more likely to misinterpret the implications of changing economic and political conditions for the future of their plans. It is not surprising that the planners’ strategy emphasized international assent over American public approval.11

The ECEFP had no formal means of liaison with the American people. From 1944 to 1947, its meetings were closed to the public. The work of the ECEFP was not linked to the advisory committee directing the development of the United Nations.12 As a result, ECEFP members, like State Department staff, could not fully profit from the lessons learned by Pasvolsky’s staff.

The interagency structure of the ECEFP institutionalized a governmentwide mechanism to discuss foreign economic policy, which the State Department found particularly useful. Its subcommittees, often headed by officials from other agencies, covered the spectrum of issues that trade policies can affect.13 State Department officials used the subcommittees to gain the cooperation of other agencies while controlling the planning process.14 Nonetheless, many ECEFP members resented the State Department’s domination of trade policy, for they perceived trade as a domestic as well as a foreign economic issue.15

However, because of the scope of the proposed ITO, ECEFP members spent a significant amount of time resolving turf disputes: officials argued over which agency should control the decision-making process on issues affecting trade. Among the most prominent disputes was whether commodity agreements should fall under the proposed ITO’s purview or that of the Food and Agricultural Organization.16 Although the ECEFP succeeded in developing compromises, members did not use their time, expertise, and energy to examine how the American people might see these issues, which affected so many government agencies and constituents.

The interagency planning structure did not fulfill its potential to harmonize the ITO’s freer trade objectives with existing policy objectives. For example, the Proposals for the Expansion of World Trade and Employment (the first draft of the proposed ITO) suggested that nations should eliminate trade-distorting subsidies, such as agricultural export subsidies, in the interest of freer trade. Yet the Agriculture Department directly subsidized not only some agricultural products such as wool and sugar but also the exports of certain agricultural products. The Proposals also banned quantitative restrictions (import quotas). However, the Agricultural Adjustment Act authorized the president to employ import quotas when imported commodities interfered with the operation of agricultural adjustment programs.17

ECEFP members recognized that they could not press for freer trade and a dramatic change to the nation’s farm policies at the same time. Instead, they incorporated special provisions outlining exceptions to freer trade principles in each draft of the proposed ITO, beginning with the Proposals. Yet these divergent policies came back to haunt the postwar planners. The decision to incorporate them in the ITO by codifying exceptions soon made the proposed ITO and its advocates appear hypocritical.

Implications of the Failure to Consult Outsiders

These problems were a product of the planners’ rigid strategy, which can be attributed to State’s domination of the planning structure.18 As experienced trade policy staff gained greater control over the development of the ITO, international developments rather than presentation of the ITO at home remained their top priority.19 Moreover, State Department officials were overconfident of their ability to broker between various interests to develop American trade policies. After all, the Trade Agreements Division (under Hawkins, later William Fowler) had the responsibility of recommending measures to implement Article VII of the Atlantic Charter. This, they thought, gave them alone, rather than with members of Congress or business leaders, the expertise to broker the national interest on trade policy through a multilateral trade negotiation.20 It did not, however, absolve them of the need to consult these groups, as well as the public, to determine the national interest.

Ironically, the planners’ determination to develop plans they thought were in the national interest prevented them from developing a means to include public views in the planning process. Some of the postwar planners had suggested that the State Department find ways to institutionalize a channel for including business opinion.21 After extensive internal debate, senior State Department officials rejected this approach, concluding that as “the Department . . . has the responsibility of reconciling the conflicting interests of the various private economic groups . . . such as labor and employers, or agriculture and manufacturers, the Department should . . . avoid associating itself . . . with any one of these groups.”22 Thus, neither the general public nor the concerned public had a formal means of affecting the development of the trade policy plans. The public, however, was not acquiescent about the nation’s foreign economic policies. Although some labor, business, civic, congressional, and academic study groups expressed support for the administration’s objectives for an ITO, after 1946 the groups differed with the planners over the administration’s timing, mechanisms, and strategy for trade liberalization.23

The planners were especially maladroit in dealing with business groups. Business officials who came to inquire about the postwar plans heard only generalities. The planners did meet with several business leaders and representatives of prominent business associations and incorporated some of their views on issues such as cartel and foreign investment policies into the postwar plans.24 Nonetheless, it is surprising that they did not want to involve more deeply these members of the concerned public.

The planners also ignored the changing mood within Congress. They often testified in generalities and did not inform Congress thoroughly of the direction of their plans.25 Perhaps they presumed that bipartisanship would continue beyond the war years and carry the ITO through to public approval. Yet many senior planners knew that this bipartisanship had never characterized trade policy before.26

Members of Congress as well as special interests used traditional and creative approaches to attack the ITO planning process, the objectives of trade liberalization, and the mechanism itself.27 The hearings on lend-lease as well as on the RTAA should have alerted the planners to the fact that Congress and many special interests would try to reshape—perhaps even to reject—the postwar plans.28 The actions of the House Special Committee on Postwar Economic Policy and Planning (the Colmer Committee) reveals the attitudinal gulf between members of Congress and the postwar planners.

At the end of 1945, the Colmer Committee went to Europe to study postwar economic conditions and found that the countries visited “were returning to . . . devices which hamper world trade.” Committee members were well aware that the economic problems of these nations required American largesse. In their final report, however, they determined to grant such aid only on a quid pro quo basis.29

The report also included congressional recommendations for multilateral trade liberalization. Like the trade policy planners, the Colmer Committee called for an international conference to consider reduction or elimination of trade restrictions. However, the Colmer Committee recognized that such a conference could not solve all of the world’s complex economic problems at once. “The aim of the conference should be simply agreement upon a general policy of reduced barriers. At the same time, a permanent economic organization should be set up to deal with the specific problems of individual countries and commodities . . . . The committee welcomes the efforts of the American negotiators . . . to set up an international trade organization.”30 Although the committee did not have high ambitions for such a conference, “high Administration officials” considered it an endorsement of the general direction the administration was taking.31

Support for a conference on trade liberalization was not a ringing endorsement of trade liberalization. But it was a signal that Congress recognized “our economic foreign policy is our strongest bargaining weapon in setting political policies” and that Congress would attempt to shape that weapon. “The development of trade relations and the placing of business abroad . . . needs a more aggressive policy than can normally be followed under the guidance of the Department of State alone.”32 Despite the potential for congressional intervention, State Department officials exhibited little concern for the business, public, and congressional support they would shortly need.33

Some of the trade policy planners did stress the need to build congressional cooperation in foreign policy. In 1944 Treasury Secretary Henry Morgenthau Jr. and some State Department officials warned the department not to ignore congressional support for an advisory commission on foreign economic policy making that would include members of Congress and the public. Morgenthau feared that rejection of the plan could set “loose an attack upon the administration charging that it fails to recognize the magnitude . . . of a sound post-war foreign economic policy.”34 The eventual advisory structure adopted for economic foreign policy, the ECEFP, did not incorporate Morgenthau’s suggestions.

Senior State Department officials, including the secretary of state, gave speeches, radio addresses, and testimony, but they rarely outlined the specifics of their plans.35 Nor did they encourage a dialogue or hearings on their objectives for trade liberalization. The ITO developmental process remained closed.

The insularity of these State Department officials may have led them to believe that the public supported their efforts. They did their own polling and in 1944 set up the Division of Public Liaison to analyze public opinion polls, editorials, congressional debates, and other indexes of popular opinion.36 They relied on these materials, rather than on actual public input, to determine public opinion. But the polls that they monitored revealed that attitudes about planning, about the government’s role in the economy, and about internationalism were changing. It is to these evolving public attitudes that we now turn.

The Views of the Public and the Selling of the ITO, 1943-1946

During much of the war, cooperation characterized the American polity. Bipartisanship substituted for party politics. Businessmen went to work for the government as dollar-a-year men and diverted their production to facilitate the war effort. Workers postponed wage requests and worked extra hours to support the defense buildup.37 The trade policy planners hoped that the proposed ITO could be carried into fruition by this cooperative spirit.

By 1945, however, the American people were tired of their war-era sacrifices; they wanted access to the goods and services they had been denied by the Depression and the war. As the demand for goods outpaced their supply, prices rose dramatically. The patina of harmony that had characterized much of the war effort was replaced by partisan politics, strikes, work stoppages, and price gouging.38

With a war going on, it was politically acceptable for government officials to manage the economy: to ration goods, set standards and quotas for production, and regulate private sector activities. These efforts were not always popular, but the public understood their rationale. Americans had come to believe that the federal government had a special responsibility for the health of the economy as a whole.39 Polls of the general public as well as of business executives showed that growing numbers of Americans supported government efforts to create jobs and smooth out business cycles.40

However, by December 1945, when the Proposals were first made public, many Americans had begun to reassess their beliefs regarding the role of government. According to historian Susan M. Hartmann, “The postwar period witnessed the emergence of a new middle class . . . determined to maintain their . . . economic gains . . . but unsympathetic to the needs or demands of other groups.”41 They did not want government to dictate to them what they could produce or buy. In addition, although polls revealed that many Americans feared a return of the Depression, many were less certain they wanted government to guarantee employment or economic growth.

Congress began to reflect the new public mood. As economic and political turmoil increased, bitter resentments against the Democratic party and the New Deal mounted, and Truman’s authority over the Congress waned.42 The trade policy planners soon found their strategy circumscribed.

Betwen 1943 and 1945, polls reported strong support for a government role in planning the peace and for internationalist policies.43 Other surveys of public opinion revealed a burgeoning understanding that trade could create jobs and economic growth.44 During the war years, an effective public education program, building on the links between trade and jobs, might have been politically salient, but the planners failed to capitalize on this situation and build a consensus in favor of their plans.45

By 1946, new attitudes toward the government’s role in the economy revealed that the ITO’s linkage of trade and employment policies might inspire opposition instead of acclaim. A State Department study noted, “Americans tend to view questions of international trade as producers not consumers; and they tend to be more conscious of the “threat” of foreign products to their jobs than of the opportunity for cheaper imports.” This attitude made it difficult to portray the ITO as a vehicle for job creation; it was too indirect. Americans were not “conscious” of trade’s potential to create jobs. Moreover, Truman administration officials were participating in a difficult debate over how the federal government might guarantee employment. Some Americans wanted the government to ensure jobs for all citizens who wanted to work, while other Americans feared that legitimizing government responsibility for employment would turn the United States into “a bureaucratic slave state,” where capitalism was doomed.46 In this environment, a strategy emphasizing the ITO’s linkage of trade and employment might alienate and confuse rather than attract many Americans.

In 1946 as well, internationalism did not arouse public support the way it had in 1944-45. The planners hoped that linking the ITO to other international organizations would earn the ITO public support. But the planners had done little to discuss the importance of trade policy to foreign policy or to explain global economic interdependence. Polls revealed that the public was not as receptive to information about foreign affairs as they had been in the war years.47 Consequently, the planners missed the opportunity to explain the ITO by associating it with its more popular sister institutions.
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The most alarming data came from polls that asked people directly about trade. International trade policies were of little interest to most Americans, who did not understand the relationship of trade policies to the health of the American economy. Over 70 percent of the American people polled in 1946 realized the United States must buy (import) in order to sell (export).48 According to the National Opinion Research Center (NORC), a majority of the general public recognized that “prosperity knows no national boundaries, but that the economic welfare of the United States depended upon the prosperity of the whole world.” Yet only 55 percent of those polled by the NORC thought it was very important to buy more things abroad. Moreover, NORC found that less than half had a reasonably clear idea of what tariffs are or how they work.49 Polls also revealed that trade policies were not important issues even to those who understood the importance of trade or what tariffs do. “Knowledge of how tariffs work and fear of a business depression during the next five years seem to affect attitudes very little on the tariff issue.”50

In the planners’ defense, polls reported confusing data about trade policy and the proposed ITO. In 1946, 60 percent of those polled by NORC gave “lipservice” to the belief that a world trade organization was very important. However, NORC also noted, people were “generally far removed from the realization that foreign trade affects them personally.” NORC explained this discrepancy by noting that most Americans did not feel any personal stake in the issue.51 In contrast, those polled took a keen interest in the cost of living, an issue that affected their daily life.52 The polls should have signaled to the planners that they must find ways to show how trade policies affected each American as they went about their daily activities as producers and consumers.

Although many of the trade policy planners were familiar with these polls, they did not take them into account. Nor did they use their understanding of the changing public mood to communicate with the public about their plans. To a great extent, they did not know how to translate understanding that “America must buy in order to sell” into support for the specific mechanism of the ITO. They carefully controlled the information they disseminated to the press and the public.53 Both insiders and outsiders complained that the policy development process was too secretive, but the ITO’s architects continued to keep the public in the dark.54

Between 1943 and 1945, the public was relatively receptive to international initiatives and to a program linking trade and employment. But in these years the planners kept their plans secret. By December 1945, when they finally announced their plans, the political environment and public mood had changed dramatically. The Truman administration was less committed to achieving an international organization to govern world trade. Moreover, polls revealed that the public reported little interest or understanding of trade policy. Economic conditions provided an avenue by which to educate the public about the proposed ITO, but policymakers did not take this path. As a result, by 1946 the proposed ITO was a policy without a constituency and without strong top-level support.
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Public Response to the ITO, 1946–1947

Describing the earliest proposals for an international trade organization, Clair Wilcox wrote, “The world that is pictured in these proposals is the kind of world that Americans want.”1 But by 1946, the world pictured in these proposals was not to be. In Europe and Asia, America’s allies were struggling to revive their economies. In Asia and Latin America, nations were trying to industrialize. Many of these nations wanted to restrict imports to restore their prosperity.

In recognition of global economic conditions, the ITO was changing too. The London Draft of the ITO Charter, the first of four international negotiations on the ITO, contained a plethora of exceptions and escape clauses, allowing nations to contravene trade rules of behavior.

As the ITO was being redrafted, the ITO’s architects first provided details about their trade policy plans. They sponsored a series of public hearings on the ITO and GATT and revised the plans to meet some of the recommendations proposed at these hearings. For the first time, policymakers actively encouraged a dialogue with segments of the American public about multilateral freer trade policies.

The ITO’s architects, however, misinterpreted the hearings. They heard them as a mandate from the people, rather than as a message from concerned special interests. Yet the public was giving a different message to the Truman administration. In November 1946, the Republicans captured the Congress and forced major changes to the design and presentation of the ITO and the GATT. Whatever the public thought about freer trade policies, they were unhappy with the president’s approach to the domestic economy. Support for “one-worldism” was declining and taking on some negative associations. The world pictured by the ITO had become one accommodating “planned” and even socialist governments. It was a world many Americans wanted no part of.

The Two-Track Approach to the ITO and GATT

In 1946, the architects of the ITO adopted a new two-track approach to achieving multilateral trade liberalization.2 The General Agreement on Tariffs and Trade (GATT) track would build on the Reciprocal Trade Agreements Act (RTAA) and be limited to achieving immediate trade barrier reductions. Therefore, it would only be a temporary instrument. The second track would link trade and employment issues and construct a new international organization (the ITO). The ITO would ultimately subsume the GATT.

To move the ITO track forward, they sent copies of the proposals to every nation in the world and invited fifteen other countries to participate in negotiations for the reduction of tariffs and other barriers to trade. Although the Soviet Union never replied, fourteen countries accepted the invitation. At the first meeting of the Economic and Social Council (ECOSOC) of the United Nations, held early in 1946, a resolution calling for an International Conference on Trade and Employment was adopted without a dissenting vote. The ECOSOC approved formation of a preparatory committee “to elaborate an annotated draft agenda” for this international conference and appointed the fifteen nations invited by the United States as well as Chile, Norway, and Lebanon to this committee.3

State Department staff revamped the Proposals into the format of a suggested charter for the ITO. They hoped the suggested charter would serve as a basis for the first meeting of the preparatory committee. To build an international consensus, State Department officials held discussions with other nations on their interpretation of the suggested charter and focused on the conference objectives, procedure, and staffing.

They also wrote a memorandum linking the plans for the ITO to their plans for tariff reduction. “Provisions effectuating actual tariff reductions cannot be incorporated in the Charter itself. It is proposed therefore, that to the Charter there be appended a Protocol in which each country participating in the preliminary meeting . . . would agree to reduce . . . import tariffs, or bind them against increase . . . . Tariff reductions effected in conjunction with these negotiations may stand . . . with the multilateral commitments related to other trade barriers which would be incorporated in the Charter itself. In this way each country subscribing to the relaxation of trade barriers other than tariffs . . . would also be assured that equally broad . . . action would be taken with regard to tariffs.” This protocol would be the international legal basis of the GATT.4

The memorandum specified that each participating nation should prepare for the ITO and the GATT by formulating its positions on the principles set forth in the proposals, on what tariff reductions it could make, and on what tariff concessions it would like to receive. The memorandum also explained how the Protocol could help establish a base for the ITO. The “Protocol, consisting of the tariff schedules and of the nontariff trade barrier provisions of the draft Charter . . . should come into force, independently of the Charter.”5

Despite this international momentum, State Department staff were worried about the success of the two-track approach. They recognized that their ability to move ahead on tariff reductions was circumscribed by the three-year authority of the RTAA. They knew the American people were increasingly distressed by national and local economic issues and less focused on global events. The upcoming congressional election would slow up progress, and the best time to negotiate international agreements would therefore be before the autumn of 1946. The planners feared that without rapid progress, international support for both the GATT and the ITO might dissipate. They determined to stay on course, pressing for international assent.6 They did not, however, make the two-track approach public.

The Impact of the British Loan on Plans for the ITO

The momentum of the two-track approach was interrupted in midyear by the need to gain congressional approval for a loan to Great Britain, an issue with significant implications for the fate of the ITO. Britain was in terrible financial shape, unable to restore its war-ravaged economy and repay its lend-lease obligations. Growing numbers of British citizens now favored socialization of the economy to restore economic growth and stability. In response to these conditions, many U.S. government officials favored a substantial loan to Great Britain in the hopes of reviving the economy, forestalling a socialist government, and gaining support for U.S. foreign policy objectives.7

Although many of the ITO’s architects supported the loan, they worried about its implications for the proposed ITO. Many senior planners concurred with Clair Wilcox, who said the State Department “ought to move heaven and earth” to get the loan approved in time to hold “our trade meeting.” But other members of the planning staff feared that by making the loan (a short-term measure) a priority, their long-term plans for an ITO would fall by the wayside. They recognized that most Americans did not fully understand why Britain was in such a precarious economic condition. Moreover, the administration would be depleting some of its political goodwill to win the relatively unpopular British loan, rather than reserving its limited supply for the ITO.8 Despite these costs, key trade officials including Clayton, Wilcox, and Brown redirected their energies toward passage of the loan.

Treasury and State Department officials knew that Congress wanted specific conditions attached to the loan designed to move Britain toward a less restrictive system of trading. Perceptions of what Congress would approve affected the design and amount of the loan.9 But even this degree of attentiveness to congressional perceptions was not sufficient to ensure approval.

President Truman’s Democratic majority provided no guarantee of passage. The loan quickly became entangled in the domestic politics of the postwar period. In June 1946, there was no great public support for the loan; only 38 percent of those polled approved of the loan, even with qualifications, whereas 48 percent disapproved of it.10 Many Americans wondered why Britain should be entitled to a loan at a lower rate of interest than that charged on housing loans to returning U.S. servicemen. Some Southern Democrats, unhappy with Truman’s position in favor of a Fair Employment Practices Commission, determined to punish him politically. Perceptions about international events also affected the loan. Some congressional leaders feared Britain would not keep its promises because the agreement was full of escape clauses. Others criticized the loan on the grounds that it would promote socialism. Finally, many members of Congress wondered why the United States should pour more money down the British drain in the hope of eliminating preferences. After all, they reasoned, neither lend-lease nor the World Bank had achieved multilateralism. This perspective became powerful on both sides of the aisle as well as among the public.11

Despite these obstacles, the debate over the loan shows how internationalist initiatives could gain congressional approval in a time of growing insularity.12 The key factor in building support for the loan was the administration’s willingness to develop new rationales for the policy based on global conditions. Loan supporters inside and outside the administration tailored their arguments to respond to congressional (especially House) concerns about the Communist menace and global political conditions, rather than relying on traditional economic rationales. In contrast, the Truman administration was far less effective in developing a rationale for the two-track approach of the GATT and the ITO and in linking them to short-term mechanisms such as the loan.

During the loan hearings, the administration relied on economic arguments to convey the relationship between the loan, the plans for an ITO, and previously adopted economic instruments such as lend-lease. However, these arguments seem frequently to have confused members of Congress. Assistant Secretary of State William Clayton was responsible for much of this confusion; his testimony on the conditionality of the loan was sometimes unrealistic and sometimes misleading.13 He gave many congressmen the impression that if the loan were ratified, Britain would soon do away with bilateralism, the sterling bloc, and preferences.14 Clayton’s testimony contrasted with that of Assistant Secretary Dean Acheson, who emphasized the uniqueness of each policy tool and differentiated between the shorter-and longer-term utility of each measure.15

Many representatives pressed for further clarification of the relationship between the loan and the plans for trade liberalization. Instead of focusing on the loan’s incentives to Britain to abandon preferences, they expressed fear that the loan could force the United States to lower tariffs as part of the deal. Clayton told Congress, “Whatever reductions may come in tariffs on any commodity will take place by bilateral negotiations between the United States and other countries under existing legislation.” But Clayton had now left the impression that future tariff reduction would be achieved as it had been in the past, by one-on-one negotiations, one nation at a time. By the hearing’s end, Representative Wolcott noted, “I am just as much confused as . . . when I started.” He was not alone. Many other Americans remained confused about the relationship between the RTAA, the GATT, and the proposed ITO.16 Although Congress approved the loan, the hearings should have warned the ITO’s architects that they needed to pay more attention to congressional concerns and to involve Congress in their plans.17

The new director of international trade policy at the State Department, Clair Wilcox, recommended a different approach. He suggested that the department “consult with congressional leaders on the main aspects of our trade Charter before we publish it,” in the belief that “prior consultation would help the cause.” Wilcox also asked his boss, Will Clayton, if the department should consult with the business and labor leaders before “we go forward with the Charter?” But Clayton rejected early public and congressional involvement in the development of multilateral trade policy. “We should send such organizations copies of the Charter” shortly before publication but not consult them about the text.18 Clayton also sent the draft Charter to other invited governments before it was published in the United States, emphasizing that the October preliminary meeting should not be postponed and that, therefore, the United Nations should immediately issue invitations to the participating governments.19 Shortly, however, domestic developments would force him to recognize how costly this approach had been.20

Growing public dissatisfaction with the administration’s economic policies and fear of the political implications of potential tariff cuts forced Clayton and other senior officials to give more thought to the task of maintaining public support. On April 11, Clayton wrote to Secretary Byrnes, noting that the department had originally hoped to hold the world trade conference “not later than the summer of 1946.” But the negotiations had been postponed until September, and Clayton urged the secretary to ensure that the U.S. government would hold to that date. He warned, “Public opinion is prepared for action. . . . If we delay further, our friends will be discouraged . . . and we may lose their strong backing.” Clayton also underscored the international costs of postponement. “If we delay now, this momentum will be lost, other countries will question our intentions . . . and we may forfeit our leadership in trade policy.” The administration did delay. The negotiations were finally scheduled for April 1947.21

The process of developing the list of items for tariff concessions for the upcoming GATT conference also pointed out the importance of getting public opinion on the side of trade liberalization. This list was very extensive; Wilcox noted that if many of these concessions were granted, “it would, in effect, amount to a revision of the Tariff Act.” He feared it would “evoke vociferous protest from vested interests, from pressure groups and opponents of the trade agreements program.” Moreover, the bulky list did not conceal the magnitude of the concessions envisioned. Thus, it forced the planners to focus on how to communicate the specifics of their plans to the American public and Congress.22

Although based in London, the politically savvy Harry Hawkins took the lead in urging the department to develop a public strategy for publicizing the tariff negotiations. He warned that the list must be published as soon as possible so that things could “quiet down before the elections.” Hawkins recognized that the Republicans would use the list as “ammunition”; thus, the executive branch must be prepared to deal with pressure groups and their congressional representatives early on. “Any commitment not to reduce certain rates can wreck the entire program. . . . There is no question but that prior to a congressional election in which most issues are local issues, with the tariff as a notorious example, there will be a tendency” for caution. Hawkins concluded that the United States must transcend that caution and move to make international negotiations a success, or lose the opportunity for trade liberalization.23 Other officials concurred with Hawkins. One warned, “There is a tide in the affairs of men and nations. That tide now runs strongly in our favor. No one can say which way it will be running a year hence.”24 The direction of the tide would soon become obvious.25

Despite Hawkins’s advice and Clayton’s new concerns, the planners continued to favor international assent over domestic approval in 1945-46. They did not publish the Suggested Charter until September 20, 1946. In that publication, they effectively explained the relationship between the ITO and the trade agreements (GATT) negotiation.26 But they still had not discussed ways to include congressional negotiators as participants at the GATT or ITO conferences, as the U.N. and Bretton Woods planners had done. They did, however, decide to invite experts from other government agencies to strengthen the negotiating teams.27

In the memo to President Truman asking for approval of their strategy, they stressed the importance of the ITO. “These negotiations must succeed, or the whole program for international economic cooperation will collapse.” However, they did not ask Truman to ensure that the public recognized the urgent need for such an organization. Rather, the memo noted, “In view of the significance of these negotiations, it would be highly desirable if, when the list is issued, you could make a brief statement emphasizing the importance of the negotiations and their relationship to . . . this country’s economic program.”28 Moreover, the planners did not attempt to connect the ITO or the upcoming GATT negotiations to the economic situation of average Americans. They focused on the concerns of special interests, in the belief that these interests (and not public apathy) would be the major obstacle they would encounter. In their memorandum on procedure, they asked the president to stress to his Cabinet that no commitments would be given on tariff reduction, and they recommended that the president emphasize the escape clause to allay reasonable fears of serious injury.29

The ITO’s architects did not publicize the specifics of their tariff negotiating plans until November 9, 1946. The department issued a press release delineating its “notice of intention to conduct trade-agreement negotiations” and made public the list of products to “be considered for the possible granting of tariff concessions.” The press release invited the public to submit written testimony or to appear at public hearings on the proposed tariff reductions.30 By that time, the first international negotiations on the ITO were well under way in London (October 15-November 22, 1946).

From American Product to International Document

International negotiations transformed the plans for the ITO, changing both its scope and character. The suggested charter began as a legalistic code of rules of behavior governing international trade; it emerged from London as a more complicated and comprehensive document. The eighteen delegations refined the suggested charter’s chapters on employment, commercial policy, restrictive business practices, and commodity agreements and added a new chapter on economic development.

But the London draft of the charter was a more realistic document. Many of the eighteen participating nations had emerged from the war with damaged economies; they needed a draft charter accommodative of their problems. They achieved exceptions and escapes from the ITO’s rules that allowed them to contravene the objective of freer trade. The negotiations were difficult, especially regarding the relationship between trade and employment, the use and elimination of quantitative restrictions, and an old source of friction, the relationship between tariff and preference reduction. Nonetheless, the American negotiators frequently got their way; the London draft followed the suggested charter’s pattern without changes of major significance.31

American negotiators recognized political realities and found ways to protect America’s special sectors. For example, the London draft permitted domestic subsidies (such as that used under the Agriculture Adjustment Act) but banned export subsidies. But protection came at a price. As America deviated from its free trade principles, its bargaining position with its negotiating partners was weakened. The ITO became riddled with exceptions and escape clauses. These compromises also affected the credibility of the plans for the ITO. To some observers, the London draft of the ITO now codified exceptions to the rules of trade, rather than codifying the rules of trade.

The London conference clarified the relationship between the preparatory committee of the International Conference and the GATT negotiations for the participating nations. As Hawkins noted, international understanding about the relationship between the two instruments was essential: the negotiations on tariffs and the negotiations on general principles must be linked “because other countries will want to know what the U.S. is going to do about the tariff.”32 The preparatory committee recommended to the governments concerned that it sponsor tariff negotiations “in connection with, and as a part of, the Second Session of the Committee.” According to William Adams Brown, a Brookings Institution scholar, “this wording was carefully chosen to indicate that the text contained in the final Act was . . . a completely independent recommendation of the representatives of governments that happened . . . to be preparing an agenda for the forthcoming Conference on Trade and Employment.” This distinction “made it possible . . . to negotiate the General Agreement . . . as part of a broad effort under United Nations sponsorship . . . and at the same time to preserve the character of the General Agreement as a trade agreement between sovereign states independent of the Charter and completely outside” the ECOSOC.33 It also enabled the United States to negotiate the GATT under the authority of the RTAA without returning to Congress for new authorization. But although international negotiators now understood how the GATT and the ITO would intersect, this approach actually created further confusion in the United States.

The Congress Weighs In

In 1946 few Americans understood why both the GATT and the ITO were necessary and what each mechanism was supposed to do. But ITO advocates did little to remedy this problem. The only argument they made to appeal to the national interest centered on the link between increased trade and peace. This argument would unfortunately prove to have decreasing political resonance. Moreover, State Department officials left Congress hanging as to how they would present the ITO to the Congress—as a joint resolution or as a treaty.34 As a result, some congressmen perceived the plans for the ITO as an insult to congressional control over trade policy. They began to challenge the plans for the ITO and the GATT.

As noted in the previous chapter, many Americans did not believe President Truman and the Democratic Congress were doing a good job managing the nation’s adjustment to peace. They were angry about housing shortages, goods shortages, and inflation. Moreover, just before the congressional election, a meat shortage forced President Truman to issue an order ending meat price controls. Voters blamed the administration for the nation’s economic problems; many Americans voted Republican or simply did not vote on election day. The result was a solidly Republican Congress; the Republicans gained fifty-six seats in the House and thirteen seats in the Senate.35

The new Republican majority viewed the election returns as a mandate for change, a perception that would significantly affect the ITO and the GATT. Although there is no evidence that voters specifically called for any such change, some Republicans moved quickly to thwart the administration’s plans for tariff reductions.36 Representative Thomas A. Jenkins introduced a resolution to postpone further reductions in tariff duties under the RTAA and to prevent U.S. participation in the GATT talks at Geneva. Senator Arthur Vandenberg, chairman of the Senate Foreign Relations Committee, and Senator Eugene D. Millikin, chairman of the Senate Finance Committee, warned Clayton “to go easy” on the Trade Agreements Program. Senior State Department staff immediately recognized that they would have to develop compromises with Congress if the administration’s foreign economic policy was to be approved. Acheson and Clayton began discussions with the two senators on potential compromises to assuage congressional concerns.37

Yet some Republicans were not receptive to compromise. Senator Hugh Butler demanded that the prospective negotiations at Geneva be postponed until Congress had an opportunity to write a new foreign trade policy. He described the RTAA as a “lame-duck policy” designed to destroy America’s system of tariff protection. Representatives Jenkins and Harold Knutson also persisted in their attempts to thwart movement on the GATT and the ITO. Several representatives said that the administration’s plans, as well as the senators’ attempts at compromise, intruded on the constitutional prerogative of the House.38 In the face of this threat to the bipartisanship that had thus far characterized foreign policy, Senator Vandenberg and Secretaries Clayton and Acheson struggled to devise a compromise policy that would give greater control to the Republican Congress and allow the plans to proceed. House and Senate Republicans agreed to hold hearings on the operation of the RTAA and its relationship with the GATT and the ITO in 1947, while the executive branch revised the Trade Agreements Program to address Republican concerns. On February 25, 1947, the president issued Executive Order 9832, which provided an escape clause to all sectors whose tariffs might be affected by the GATT negotiations. The escape clause provided for the withdrawal or modification of concessions which caused or threatened to cause injury to a domestic industry. Although the administration had already inserted an escape clause in the RTAA beginning in 1945, it transferred the administration of the escape clause to the Tariff Commission. As Richard Garner noted, this commission was likely to be more receptive to complaints from domestic producers.39

The 1946 congressional election and the issuance of the Executive Order marked a turning point in the plans for the ITO. The administration was forced to admit publicly that it could not proceed without congressional approval and oversight.40 Moreover, the British viewed the administration position as weakened and “the probability of serious attempts to obstruct the administration’s ITO policy is increased.”41 From then on, the planners could not ignore the will of Congress.

Several key planners acknowledged they had paid a price for not working to obtain domestic approval at the same time that they were trying to gain international assent. They had genuine reason to be concerned.42 They worried that the time for internationalist initiatives had come and gone and that the core constituency for trade multilateralism might be dissipating.43 They now understood what the polls were suggesting: that “the majority of the public report little or no interest in foreign trade.” Although there was “little opposition in any population group to the establishment of an international trade organization . . . the issue is not a vital one.”44 The failure to develop a supportive constituency had resulted in an indifferent public. Moreover, they now could see that Congress and special interests might well force them to make changes that could emasculate the plans for the ITO and the GATT. The changed domestic realities might mean that they would not obtain congressional approval for both the GATT and the ITO.45

Yet all was not lost for the planners. In return for agreeing to the escape clause, they gained congressional approval to proceed with the Geneva negotiations on both the GATT and the ITO. But they could no longer ignore the fact that they had to proceed with increased congressional oversight.

Ironically, even following the election, some of the planners still exhibited a certain arrogance toward the public and Congress. In a post-election press conference, when asked if he would involve Republican leaders in the GATT negotiations so that it would not come as a complete surprise, “Mr. Clayton explained that these agreements did not have to be ratified by Congress.” Nor was Clayton willing to have congressional GATT negotiators. “Such negotiations had always been automatically a duty of the Executive Branch.”46 In early 1947, when Harley Notter tried to convince his colleagues to involve Congress and the public before it was too late, the administration simply redirected its strategy by focusing more on marketing the ITO to special interests than on working to involve the public.47

To their credit, the planners became more effective in responding to the concerns of special interests.48 Although several business groups endorsed the general principles of the proposals and/or the suggested charter, they also prepared extensive criticism of specific articles.49 The planners met with the groups and changed the suggested charter to respond to their concerns. In addition, State Department, Commerce Department, and Tariff Commission officials occasionally helped industry representatives prepare briefs for the upcoming committee on Reciprocity Information hearings, where proposed tariff reductions would be discussed.50 The planners also arranged meetings with labor and farm leaders to discuss their plans. By actively courting these groups, the planners gained promises of support from key special interests.51

The efforts of the ITO’s architects to meet the concerns of special interests in this period contrast with their minimal efforts to involve the public in a dialogue about the ITO and the GATT.52 Although the planners worked hard to ascertain how best to market the two mechanisms, public communication was not their forte. At the end of 1946, administration officials studied a wide range of surveys to determine the most effective means of conveying the department’s approach to trade, hoping to use the polls to develop ways to project the administration’s strategy to the American people. State Department public relations staff advised the architects of the ITO that two handles would enable them to seize the mantle of the public interest: economic self interest and the general aspiration for peace. These officials stressed that associating the two would help more Americans recognize the connection between their wallets and freer trade. They also tried to link the failure of America’s international economic program to the failure of its international political program. But this argument was no longer politically expedient; by that time, 57 percent of the public saw no connection between high tariffs and wars.53

Nor did the planners capitalize on national economic conditions to build public support for the ITO and the GATT. For example, they might have utilized public resentment against goods shortages and inflation to develop public support for cheaper and more plentiful imports through the ITO and GATT. Because the planners did not make the rationale for these mechanisms more timely, the ITO began to be perceived as less of a policy priority as other burning political and economic issues came to the fore. As a result, public discussion of the ITO continued to be “slim.”54 But that would soon change.

Live from Nine American Cities: The ITO and the GATT

The public had three opportunities in 1947 to learn about the ITO and the GATT and to debate their merit. The first hearings were sponsored by the Committee on Reciprocity Information (CRI) in Washington, D.C., and addressed only tariff issues. Under the Reciprocal Trade Agreement Act, this interagency committee was responsible for incorporating public perceptions into the final decisions on concessions to be presented at the upcoming GATT negotiations. The hearings sponsored by the executive Committee on Economic Foreign Policy (ECEFP), as well as the two sets of hearings sponsored by Congress, addressed public concerns about both the GATT and the ITO. These hearings provided insights into how the Congress, certain special interests, and some representatives of the American people felt about the two mechanisms.

The CRI hearings were an opportunity for special interests to present their views on tariff reduction. For the first few days of the hearings, the CRI sat as a unit to hear views on the general aspects of the agreements. It then split into five panels, each devoted to specific commodities. Labor, industry associations, businesses, private citizens, and others sophisticated in the ways of presenting briefs made most of the presentations to these panels.55 The briefs did not solely protest tariff reductions; approximately 350 requested export concessions. Winthrop Brown reported that industry leaders expressed appreciation for the Panel’s fairness and interest. The State Department viewed the hearings as a great success and believed that the public perceived the process as open and equitable. But the process was only open to special interests; the American people had yet to have their say on the ITO.

The most extraordinary of the hearings were those sponsored by the ECEFP in eight cities across the United States. The hearings, a wonderful example of how government can communicate with concerned (rather than grass roots) citizenry, showed that the planners indeed wanted public support at this stage of ITO development. They were also a model of intra-agency cooperation: Department of Commerce field officers made arrangements so that all interested parties could present their views.56

The architects of the ITO worked hard to ensure the success of the hearings. They encouraged time for audience questions and for those who had not made formal application to appear. Written briefs were also encouraged.57 To their credit, the planners determined to utilize the hearings to develop a charter that reflected the views of a wide range of the American people, not just organized special interests.58 But the hearings attracted few average Americans; the bulk of witnesses were only those who understood they had something at stake—representatives of special interests.

According to the ECEFP, 245 organizations and persons expressed their views on the proposed charter orally (223) or in writing (22). Of these, 208 endorsed the principles and objectives of the proposed charter; over 150 endorsed the charter almost without qualification. Forty-three persons (of whom 29 represented business and farm associations) expressed general approval of the proposed charter on behalf of their organizations but made suggestions or expressed reservations regarding certain aspects of the charter. Only sixteen witnesses opposed the charter.59

The ECEFP concluded that the hearings were a great success. In its final report, the committee noted that the American people had carefully studied the proposed charter and found it worthy of support, and that the public had been able to examine and criticize the charter “at this relatively early stage of its development.” ECEFP members reiterated that these criticisms would be used to reevaluate the American position on the proposed charter.60

However, the ECEFP misinterpreted the hearings as a mandate from the American people. According to one State Department official, the hearings proved that “an overwhelming majority” approved of the ITO.61 That conclusion does not mesh with surveys showing that most Americans were not focused on trade policies and generally did not understand them. Rather, the hearings represented the views of a wide range of Americans concerned about trade policies. They were useful because the planners gained additional input from organizations, such as small businesses, consumer and civic groups, and private citizens, who ordinarily did not have influence on U.S. trade policy in this period. In addition, their input did not reveal strong support for the ITO.62

The ECEFP now had a significant amount of criticism to digest. Protectionist criticism of the ITO echoed the long-standing objection to any attempt to liberalize trade and often was voiced by sectors such as the shoe and textile industries. This brand of criticism stemmed from a fear that trade liberalization efforts were really aimed at destroying tariff protection for American industry. Protectionist opponents were most concerned about the charter’s effect on specific industries and trade barriers, but the planners had anticipated this opposition and were relatively well prepared to respond to it.

But the ECEFP also had to respond to perfectionist criticism, which arose from international political and economic developments. This type of criticism was more dangerous because it was more encompassing—it addressed both the charter’s impact upon global trade barriers and its effects on the domestic and global economies. William Diebold first characterized opponents holding such views as perfectionists, noting that the charter fell far short of their ideals for economic policy. Perfectionists seized upon the many ambiguities and exceptions in the suggested charter and condemned the ITO for being too wordy, complex, and consequently, “hypocritical.”63 Such arguments were used by protectionist business groups (such as the Independent Petroleum Association) as well as those who traditionally supported trade liberalization (such as the National Foreign Trade Council).

The ITO’s architects found it difficult to respond to the perfectionists’ arguments. They understood the sources of perfectionist frustrations: despite the competitiveness of American industry, many U.S. business and labor leaders feared foreign competition, noting that many of our trading partners and former allies had created “planned,” cartelized, and even socialistic economies. The perfectionists often made no distinction between planned and communist economies.64

Perfectionist arguments resonated with the public. Americans did not understand why the charter was so complex and why it included escape clauses and temporary exceptions.65 But the ITO’s architects did not use this insight to explain the charter’s escape clauses or to streamline their proposals for an international trade organization. Although the hearings facilitated a dialogue, they did not ensure communication.

The hearings revealed “considerable support for the Trade Agreements Program” and/or the more limited approach of the GATT. This show of support should have led the ITO’s architects to weigh carefully the political implications of the two-track approach and to consider whether the American people could settle for the GATT. In addition, the planners should have noted that a large number of witnesses requested representation on the delegation to the ITO and recommended that future negotiations include experienced business negotiators. The planners should have weighed the costs of not involving those groups.66 Their concerns, as well as the increasingly fine-tuned protests of protectionists and perfectionists, would soon be repeated on Capitol Hill.

The congressional hearings demonstrated the depth and diversity of the opposition to the administration’s foreign economic policies.67 Both the House and the Senate hearings had the ITO’s architects scrambling to address questions from Congress. The questions came from Democrats and Republicans alike and reflected continued confusion about the administration’s objectives and specific proposals. Although the hearings on both sides of the aisle focused on similar concerns, they differed greatly in tenor.68

The Senate hearings took on the air of an interrogation of Truman administration officials. Senator Millikin acted as the “good cop,” attempting to gain information, and other senators, such as Albert W. Hawkes and Scott W. Lucas, acted as “bad cops,” berating the administration for its trade policies. Millikin was determined that the Senate exercise greater control over foreign economic policies and that the hearing “be a factual inquiry . . . so thorough that when it is concluded, we will be able to pass . . . judgment before they go to Geneva.” Moreover, the hearing was the first attempt at a “thorough sifting of an international agreement prior to its presentation to . . . Congress as a fait accompli.”69 Yet Millikin and his colleagues could not resist emphasizing their concern about the relationship between the ITO and the GATT, their confusion regarding the authority for the GATT before Congress ruled on the ITO, and their fears about the authority the ITO would have over U.S. trade law if approved. They also criticized the background of the ITO’s architects, stressing that these officials were trying to create new rules for business without any real business experience.70

Global conditions had affected congressional perceptions, leading many senators to question not only the nation’s economic policy and policymakers but the very survival of American capitalism. Senators Millikin and Owen Brewster expressed fears that, because of the balance-of-payments condition of many of America’s trading partners, “we have got to plan our exports in a way so that the other fellow’s exchange will not be put into disequilibrium.” Some senators concluded that the only way to control balance-of-payments problems would be for creditor nations and those few nations with an export surplus to control their economies. They were understandably unwilling to alter the American economy to achieve these goals on behalf of foreign nations in disequilibrium.71

The hearings also unleashed special interest opposition to the administration’s foreign economic policy. Old arguments about the need for protection to preserve America’s standard of living were supplemented by a new argument—the escape clause would allow the negotiators to jeopardize U.S. industries without legislative restraint. Old and new variants of the perfectionist argument were also expressed: the ITO was seen as too much of a compromise; it was full of contradictions (including contradictions of U.S. law); and the many escape clauses and exceptions would make trade liberalization impossible.72

Despite these concerns, the Senate hearing was positive in tone compared to those held in the House. They took two months, and seventy-one witnesses appeared. Not counting administration officials, eighteen supported the administration’s trade policy; thirty-nine opposed it. A wide range of labor, business, and farm groups presented testimony and briefs. Opponents of trade liberalization hoped to use the hearings to “publicize opposition to the tariff programs and . . . counteract the State Department’s ITO hearings” and “serve as a go-slow warning” to the State Department at Geneva.73 They certainly achieved their goals.

Opponents of trade liberalization condemned the State Department and expressed deep concern that its policies would jeopardize American industry. Others argued for a return to congressional control over tariffs and foreign economic policy in general.74 The hearings also brought to the surface a new populist perspective on the need to defeat the administration’s goals. In questioning ITO supporter Philip Reed of General Electric, Representative Bertrand Gearhart tried to show that trade liberalization benefited efficient high-technology industries at the expense of farmers. Other witnesses chimed in, testifying that freer trade damaged American agriculture and small business.

Perfectionist arguments were voiced by freer traders as well as protectionists; the most common complaints were that the charter was too complex and that it allowed too many exceptions.75 Both protectionists and perfectionists argued that foreign competition was increasingly nationalized and subsidized, and many complained that other nations regimented trade. Thus, if the United States were to reduce tariffs, it would hurt U.S. industry or place trade policy above other national economic interests. Other witnesses argued that the United States would have to cartelize trade to trade with these nations.76

One new argument hinted ominously of a new attitude toward internationalism. Some witnesses and representatives tried to link support of the ITO and of internationalism with subversive groups. Such “do-gooders,” they said, were recruits for communism who already supported the ITO’s accommodation of planned and nationalized economies.77 Although this allegation did not directly undermine support for the ITO and the GATT in this period, it would subtly taint many of the ITO’s supporters and dissuade potential advocates from publicly supporting the ITO.

Table 5. Some Prominent Proponents and Opponents of 1947 Hearings on the Operation of the Trade Agreements Act



	Some Proponents:

Agriculture: American Farm Bureau Federation, National Farmers Union

Labor: International Ladies Garment Workers Union, Brotherhood of Railway Steamship Clerks, National Women’s Trade Union League

Business: National Foreign Trade Council, W.R. Grace, United States Associates of the International Chamber of Commerce, National Council of American Importers, American Association of Port Authorities, Studebaker Corporation, American Bankers Association, United States Chamber of Commerce, Export Managers Club

Prominent Republicans: Charles P. Taft, Eric Johnston

Newspapers: Mobile Register, Denver Post, Chicago Sun, Miami News, Atlanta Journal, Boston Globe, Baltimore Sun, St. Louis Post Dispatch

Civic Groups: Women’s Action Committee for Lasting Peace, National Association of Consumers, Americans for Democratic Action, American Veterans Committee, Federal Council of Churches of Christ, Church Peace Union

Columnists: Marquis Childs, Raymond Moley, Sylvia Porter, H.V. Kaltenborn, Raymond Swing, Gabriel Heater

	Some Opponents:

Agriculture: National Grange, California Walnut Growers Association, National Cooperative Milk Producers Conference, Cultivated Mushroom Institute, United Farmers of America, National Council of Farmer Cooperatives

Labor: American Wage Earners Protective Conference, American Watch Assemblers, Amalgamated Lace Operatives of America

Business: American Tariff League, Rubber Manufacturers Association, Charles D. Ammon, president, Cushman Motor Works, Bicycle Institute of America, National Renderers Association, Maine Sardine Packers Association, Candle Manufacturers Association, Synthetic Organic Chemical Association, American Glassware Association, National Association of Wool Manufacturers

Prominent Opponents: Tom Linder, commissioner of Agriculture, State of Georgia, R.A. Trovatten, Commissioner, State of Minnesota Department of Agriculture Dairy and Food





Source: House Committee on Ways and Means, Hearings on the Operation of the Reciprocal Trade Agreements Act and the Proposed International Trade Organization, part 2, ii-iii, 1695-1725.

The 1946 election and the three sets of hearings held in 1947 sent a message to the ITO’s architects. The foreign economic plans had finally become a subject for national and local politics, but the planners heeded only part of what they heard. They absorbed many of the criticisms and suggestions presented at the ECEFP hearings by special interests but ignored the attitudes emerging in the broader population that were reflected by members of Congress.

Public opinion and international events should have revealed to the planners that the rationale for the ITO and the GATT was becoming dated. Rapidly changing economic conditions and world events were creating new arguments both for and against the planners’ goals and strategy. Although a focus on linking trade and employment remained crucial to obtaining international assent, such a focus was not particularly relevant to the concerns of the American people.78

Perfectionist opposition presented a new and formidable challenge. The diversity of that opposition should have convinced the planners that the ITO was too ambitious. Compromises that were necessary to meet the needs of America’s trading partners appeared hypocritical to Americans who supported the objectives of multilateral trade liberalization.

The public hearings on the ITO did not deter the trade policy planners. Despite public confusion about the need for both the GATT and the ITO, they moved ahead with their plans internationally. The lack of a supportive constituency and a timely rationale, however, soon began to cause problems for their two-track strategy.
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The ITO, the GATT, and U.S. Trade Policy, 1947–1948

When the Department of State asked its outside economic consultants for advice on how to “sell” the last of its postwar economic initiatives to the American people, economist Jacob Viner did not mince words. If the State Department wanted to gain support for the ITO and the GATT, Viner warned, it “should always be aware that it has to cater to two publics—the people whose good will we may want in the other world, and its own support in this country. It must watch both of them all the time.”1

At first, catering to its overseas public appeared to be a successful strategy for the trade policy planners. After a troubled beginning, twenty-three nations negotiated a mutual reduction of trade barriers at the Geneva General Agreement on Tariffs and Trade (GATT) negotiations. The world had taken its first step toward achieving the trade policy planners’ dream of international trade barrier reduction. The next year, when fifty-four nations agreed to the final charter of the ITO at Havana, Cuba, the last of the postwar economic institutions seemed close to becoming a reality.

But at home these international accomplishments were greeted with apathy and scorn rather than acclaim. With the spread of communism, growing numbers of Americans believed the world was dividing into two economic camps. They could not see the utility of a mechanism that would force the United States to cater to the demands of some foreign governments, whose economies seemed to fit squarely within the Communist camp.

The trade policy planners found themselves on the defensive because senior Truman administration officials were divided over the fate of the ITO. Some officials wanted the administration to continue to present the ITO as the centerpiece of its foreign economic strategy; others believed domestic and world events had passed it by. These latter officials were not opposed to the ITO, but they felt it was futile to press for its acceptance by a Republican-dominated Congress in a Presidential election year. These differences caused the Truman administration to delay a decision on how as well as when they should present the ITO to Congress.

Ironically, in this period, State Department officials became increasingly attentive to the homefront. Although they invited representatives of Congress, business, labor, and academia to advise the ITO delegation at Havana, they still did little to build a base of public support.

Domestic Repercussions for the GATT and the ITO

The architects of the ITO had two specific goals for 1947: to revise and complete the draft of the ITO charter and to prepare a detailed draft of the GATT. The “success” of the State Department-sponsored hearings reinforced their belief that they were acting in the national interest. In addition, Dean Acheson wrote to the President that his discussions with Senators Arthur Vandenberg and Eugene Millikin “appear to have assured” bipartisan congressional support.

Nonetheless, these officials were well aware that they proceeded at political risk to the administration. In a White House meeting, William Clayton, now undersecretary of state for economic affairs, warned President Harry S Truman that the proposed tariff reductions could give rise to political protests. Certain products, such as wool, might be subject to significant tariff reductions. To achieve these cuts, the administration would have to battle Congress, take on entrenched interests, and challenge long-standing policy. But the President made it clear that despite these risks, he supported the process fully. Clayton, Acheson, and Winthrop Brown left the meeting confident that they could proceed without kowtowing to special interests.2

The U.S. government launched negotiations on both the ITO and the GATT in Geneva on April 10, 1947. American negotiators achieved much of what they wanted in the Geneva draft of the ITO. The United States was able to minimize discrimination by countries with balance-of-payments problems and limit recourse to quantitative restrictions (import quotas) for economic development purposes.

Despite this progress, the draft charter left many issues unresolved. For example, the Geneva negotiations did not clarify whether the ITO and the GATT should withhold benefits from nonmembers; whether the ITO should allow quantitative restrictions (quotas) in certain circumstances; and whether the United States should be allowed to continue its price supports and export subsidies for certain agricultural products.3

This final issue became a major stumbling block to achieving multilateral trade liberalization. America’s own house was not in order: most prominently, the United States had not reconciled its new trade policy with its long-standing agricultural programs. This inconsistency was nothing new: “Agricultural protection was the rock on which some of the best . . . interwar efforts to reduce trade barriers were wrecked.” Although agriculture had not escaped the attention of the postwar planners, the Food and Agricultural Organization, established on October 16, 1945, had not been able to prevent the introduction of some creative methods of protecting U.S. agricultural interests. For example, the U.S. government guaranteed parity prices for wool and other agricultural products until December 31, 1949, to avoid economic dislocation after the war. These conflicting policy objectives resonated beyond American borders and almost unraveled the first GATT negotiations.4

In 1947, both the House and Senate introduced bills to address the problems of U.S. wool producers. The two bills directed the Commodity Credit Corporation to continue wool price supports (at the 1946 price) and to dispose of wool it owned at market prices. The House bill, which also included a provision intended to reduce imports by increasing the wool tariff, would not ordinarily have seemed important—wool constituted a small percentage of agricultural income. But wool protection had the potential to damage the economies of commodity exporters such as Australia, whose principal wool market was the United States. Australia had taken a leading role in organizing the support of developing nations for the charter. If the House bill became law, it would undermine America’s ability to convince Australia and other developing nations that the GATT and the ITO would be in their interest.5

The Australians quickly pointed out the hypocrisy of the American position. In May 1947, the leader of the Australian delegation took the unusual step of writing to Clayton to request a reduction in wool duties. State Department officials recognized that if they did not meet Australia’s request and reduce the wool tariff, “we will have no bargaining power” to obtain substantial elimination of preferences, tariff reductions, and adoption of the ITO charter. To move the negotiations along, America’s GATT negotiators hoped to gain authorization to reduce the tariff on wool by 50 percent, effective June 1, 1948, “provided . . . that a satisfactory quid pro quo can be obtained.” They noted that “the success of the whole trade program may hinge upon the President’s action on the attached recommendation on wool . . . . It is more than possible that the Conference would break up.”6

The administration enlisted Cordell Hull and Henry Stimson, two famous names, to help straighten out this conflict between the nation’s foreign and domestic policy objectives. Although they wrote to members of Congress that the House bill could preclude or nullify the tariff negotiations, the House’s version predominated. On June 26, Truman vetoed the bill, noting that its adoption would be “a blow to our leadership in world affairs.” He urged Congress to pass the original Senate bill, which had no tariff provisions. Truman and his top lieutenants in State resolutely supported the ITO and the GATT at that moment, despite the opposition of Agricultural Department officials, wool producers, and several key members of Congress.7

Proponents of trade liberalization such as Clayton and Winthrop G. Brown were still concerned. They feared that even the Senate bill would not be adequate to meet Australia’s concerns and salvage the GATT negotiations. Australian negotiators continued to insist that the duties on wool be reduced by 50 percent. Following the U.S. failure to offer a reduced duty on wool, Australia withdrew its tariff reduction offers and its waivers of preferential treatment with other Commonwealth countries. Soon South Africa indicated that it would take similar action. America’s GATT negotiators were now convinced that “Australian dissatisfaction would probably make it impossible to get the modifications required to satisfy American business and Congressional opinion” on both the ITO and the GATT.8

Agriculture and State officials finally worked out a compromise that would postpone the duty reduction until June 1, 1948, and Truman approved it on August 5. Soon, the Australian and U.S. negotiators found common ground on reciprocal trade barrier reduction. However, the contradictions between America’s domestic policies and trade policies could not be resolved with these stopgap measures.9

Although the negotiators stumbled over other products, the first round of the GATT was successfully concluded by the autumn of 1947. The GATT was brought into force provisionally under the Protocol of Provisional Application on January 1, 1948, and it awaited legislative approval to “bring the General Agreement . . . into full effect.”10 Nonetheless, after some six months of negotiations, multilateral trade liberalization had finally become a reality with the GATT, rather than the ITO.

The GATT was developed rapidly, in part because its scope was narrower than that of the ITO, and in part because of the strategy used to gain congressional approval for the two instruments. The GATT was tailored to fit the grant of legislative authority to the executive under the 1945 extension of the RTAA. The GATT did not include the ITO’s articles on the maintenance of employment and on subsidies, two policy problems that could not be addressed under the RTAA. The GATT did not even include all of the commercial policy provisions covered in the ITO charter! Moreover, because the RTAA did not authorize the executive branch to sign a treaty or build an international organization, the U.S. negotiators were very careful to portray the GATT simply as a trade agreement.11

The architects of the GATT paid great attention to the political implications of the language used to draft the agreement. Rather than using the term “members,” which connoted affiliation with a formal organization, State Department staffer John Leddy devised the term “contracting parties” to describe GATT’s signatories. Moreover, the GATT drafters developed two legal mechanisms to accept the agreement: application under the Protocol of Provisional Application (under which the United States accepted the GATT) and definitive acceptance. Under the Protocol, the provisions of the GATT are binding only insofar as they are not inconsistent with a nation’s existing legislation, whereas definitive acceptance of the GATT or the ITO charter carried an obligation to change existing legislation.12 With this clause, the United States could spur trade liberalization and contravene the rules of the GATT. Hiding behind this clause, the drafters could be certain that neither they nor the GATT could be criticized for thwarting the achievement of other U.S. policy goals.

Because the GATT’s architects paid careful attention to its scope and language, hindsight has made them appear more politically agile than the ITO’s architects. This is ironic, for many of the drafters of the GATT also worked on the ITO. They hoped to use the success of the GATT to build support for their long-term objective, the ITO, but their strategy backfired when senior Truman administration officials and parties outside the government began to see the GATT as an alternative to the ITO.

Success at drafting and negotiating these two agreements did not bring these officials the kudos for which they had hoped. In fact, the Geneva draft of the ITO transformed many supporters of the ITO into potential opponents and turned many of those who already questioned the ITO into vociferous opponents. Meanwhile, the bulk of Americans remained apathetic. Despite their awareness of this problem, and the continued warnings of Harley Notter and others, State Department officials did not focus on involving and informing the public.13 In 1947, senior officials were concerned about other, more pressing issues.

The ITO Becomes Less of a Priority

Throughout the postwar period, the problems of the Old World kept redefining the priorities of the New World. In addition to the problems caused by the war, 1947 brought a winter of blizzards that brought Europe to a standstill. Although Europe was immobilized, the State Department saw communism on the march. In a meeting with members of Congress, Dean Acheson warned that “Soviet pressure on the Straits, on Iran, and on northern Greece had brought the Balkans to the point where a highly possible Soviet breakthrough might open three continents to Soviet penetration.”14 Under the guidance of the new secretary of state, General George C. Marshall, State Department officials devised several mechanisms to address Europe’s political and economic difficulties as well as the spread of communism.15 Among the most important of these tools were the Truman Doctrine, the European Recovery Program (ERP), and the North Atlantic Treaty Organization (NATO).

But the public did not share the senior officials’ concerns about Europe in the first months of 1947. The Truman administration struggled to gain the public’s attention and support. And their focus on Europe helped further the problems for the ITO. Although ITO proponents argued that the ITO complemented these mechanisms, it was clearly not devised to meet the short-term needs of Europe or to combat communism. As international conditions and public attitudes changed, ever so gradually, senior officials lost interest in the ITO.

But officials on the Executive Committee on Economic Foreign Policy (ECEFP) and within the State Department continued to work hard on bringing the ITO to life. They courted organized interests by inviting them to discuss the ITO. The bulk of their efforts focused on gaining the support of prominent business groups.16

At the State Department hearings in 1947, several prominent business leaders and government officials urged the administration to expand the proposed ITO to include a chapter regulating foreign investment. They hoped that the development of such rules would both spur increased overseas investment and protect existing investments. Some officials, such as Joseph Coppock and Woodbury Willoughby, had “serious misgivings” about such a change. Although they acknowledged that investment and trade flows were complementary, they feared that it would be impossible to achieve an international consensus on rules concerning investment.17

Willoughby and Coppock contended that inclusion of investment in the ITO could have negative ramifications abroad and at home. They stressed that the United States would have to use up a significant quotient of its bargaining power to get other nations to agree to include investment. In addition, they noted, this strategy might jeopardize U.S. leadership at the Havana conference because it would underscore the contradictions between American foreign economic policy and domestic policy. For example, the U.S. government would have to override state laws that restricted the ability of foreign investors to buy farmland in the United States. America could not call for international rules to govern U.S. agricultural investments overseas while the states contravened such rules at home.18

Coppock worried about the political price of appeasing investment interests. Like other trade policy officials, he feared the ITO would be reshaped by a parade of special interest demands. He also believed that by gratifying special interests, the ITO would lose public supporters. It might alienate “the parts of the public which do not represent special economic interests. These people . . . have . . . acquired . . . skepticism about the foreign investment . . . policy and practices of the United States . . . . Many strong supporters of ITO . . . would become suspicious.”19

Many trade policy officials admitted that the ITO charter could not gain national approval unless it had the support of special interests and Congress. Several key business groups informed Mr. Clayton that they would “strongly support the ITO charter in toto in Congress” if investment were included in the ITO; “they will swallow all other provisions.” Undersecretary Clayton took these business groups at their word and instructed his staff to draw up investment provisions. He also asked representatives of business groups to set forth their views on investment by June 1947. Although many of Clayton’s subordinates continued to believe that no internationally acceptable investment provisions could be devised, they now understood that investment would be included in the final ITO charter.20

The Geneva negotiations on the ITO were proceeding as business representatives and State Department officials deliberated on the investment issue. Members of the U.S. delegation decided that they had to introduce investment provisions, because they feared missing the negotiating deadline. GATT negotiators proceeded with the best intentions, although they had not developed the Geneva draft positions in concert with business groups. However, business leaders felt betrayed when they heard about the Geneva draft’s proposals on investment. State Department officials had invited business input but appeared to ignore business recommendations.21 Business leaders’ trust of these officials deteriorated, and their enthusiasm for the charter declined dramatically.

How can one explain this clumsy strategy? To a great extent, it reflected the continuing division within the department as to the role special interests should play in developing the ITO for the national interest. Many State Department officials were ambivalent about any degree of special interest involvement and did not want to mold the ITO to meet special interest concerns. The department’s blundering was also caused by the differing perspectives of officials at Geneva and those at Washington. Officials at Geneva feared missing the negotiating deadline and did not seek permission from Washington as they forged ahead. In contrast, many of those officials in Washington now recognized that without congressional and special interest support, the ITO would go nowhere.

The question of special interest support next arose in conjunction with the ECEFP’s strategy for negotiating and conveying the final charter. At the end of 1947, State Department officials debated whether to present both the ITO and the RTAA Extension to the 80th Congress or to postpone consideration of the ITO until 1949, after the Presidential election. In a letter to Clayton, Clair Wilcox stressed the need for a quick decision on these questions. Wilcox’s urgency was related to the upcoming election. He recognized that during the heat of the campaign, political appointees would probably not be willing to go to bat for the ITO and warned Clayton, “The new people in key positions . . . are . . . unfamiliar with the . . . importance of the ITO.” He feared that the ITO’s supporters could not count on Truman administration support. At the same time, Wilcox stressed that the ITO would need special interest support if it was to gain the support of administration appointees in an election year. Citing the efforts of the Committee for the Marshall Plan, an outside group set up to gain support for the ERP, he urged Clayton to find a way to link the State Department to outside supporters of its foreign economic policies.22

Wilcox’s concerns were on target. Many of the department’s top appointees saw world problems rather differently than did many of the remaining postwar planners. Secretary of State Marshall and Undersecretary Robert Lovett did not want to dilute public support for the ERP and other priorities; they were not eager to press for long-term initiatives such as the ITO. Although the administration was still officially committed to the ITO and the GATT, they were clearly not top priorities. Because of the urgency of Europe’s financial crises, these men were less concerned about failing to devise a more comprehensive solution. Clayton saw the European crisis as a catalyst for achieving freer trade, whereas many of his colleagues could see only the crisis. He tried to show them that without the ITO, “no temporary program such as the ERP could possibly have any worthwhile results.”23 But in 1947, Clayton, Wilcox, and Brown could not convince the administration of the ITO’s centrality.

Preparation for the Final Charter Conference at Havana

Wilcox did, however, convince the ECEFP and top State officials that the delegation to the Havana Conference must be designed with the task of marketing the ITO to the American people in mind. Much of the planning in August and September 1947 focused on whom to include in the delegation.24 Although these officials knew the composition of the delegation could not assure legislative and public support, careful selection of private sector and congressional delegates could help to legitimate the ITO. Choosing the members of the delegation would not be an easy task.

Senior State Department officials had an especially difficult time choosing the congressional representatives, reflecting their failure to settle on a longterm strategy to gain congressional approval for the ITO. By the end of 1947, they had not decided whether to submit the final ITO charter to Congress as a treaty (which meant the Senate would weigh it as a whole) or as a joint resolution, which required majorities in both houses of Congress. The decision was crucial to ascertaining which members to select, which congressional committees to represent, and which party representatives to send to Havana. If the ITO went to the Senate as a treaty, Senator Eugene A. Millikin’s involvement would be crucial, and House Republicans could be invited merely for public relations purposes. If the ITO was presented as a joint resolution, however, then representatives from the House Foreign Affairs and Ways and Means Committees, as well as the Senate Foreign Relations and Senate Finance Committees, had to be invited. The department finally decided to invite Republican Senator Millikin and Democratic Senator Walter F. George (both of whom declined) and two members of the House Committee on Foreign Affairs, Democrat James Fulton and internationalist Republican Jacob Javits. Democratic Senator A. Willis Robertson of Virginia ultimately decided to serve as the Senate representative.25 That only the House members were enthusiastic about making the trek to Havana should have warned departmental staffers that senators, even Democratic senators, were at best indifferent about the ITO.

The department had an equally difficult time choosing the nongovernmental advisers. Although senior State Department officials such as Clayton, Wilcox, and Francis Russell (director of public affairs) were committed to involving some special interest representatives, they were uncertain as to which organizations to select. According to Russell, the department had given such organizations “informal commitments that their interests would be represented” at Havana. But which groups should be invited, and which groups should be left out? Should the concerned interest groups decide among themselves, or should the department decide?26

The department had a model of how a delegation could be made representative of American interests. In 1944-45, the UN planners also had difficulty deciding which groups could serve as delegates to the United Nations Conference and which groups could participate as observers. But their approach to this problem actually created public support. Because they had long been communicating with national organizations, the UN planners were able to convince the many groups that the State Department could determine a “fair cross-section of citizen groups.” The State Department selected and invited “some forty-two” groups to send representatives to San Francisco to serve as consultants to the delegation. This diversity gave the impression that the public had an impact on the design of the UN and that the mechanism was therefore both by and for the people.27

In contrast, the ITO’s architects missed the opportunity to use the delegation to help market the ITO to the public. Ultimately, the State Department picked twelve nongovernmental advisors: five from prominent business and banking groups, three from agricultural organizations, two from labor organizations, and two from academia.28 The department did not use their involvement to show that the ITO was crafted by as well as for the American people. Nor did they find ways to inspire the advisors to work to build support for the ITO in their churches, synagogues, workplaces, and civic groups.29

To their credit, the ITO’s architects did include two known protectionists in the delegation. This gave them a chance to learn from protectionist concerns and to attempt to convert these opponents into advocates. But the protectionists did not become converts to the ITO’s cause. One vociferous opponent, Elvin H. Kilheffer, believed he was sent to Havana as window dressing.30

The department held a two-day session to brief the delegates on U.S. objectives and the negotiating process.31 This short session contrasts with the more extensive preparation of the UN delegation, in which the delegates were the chief negotiators.32 Clayton and other senior advisors hoped to use the session to ensure that the nongovernmental advisors fully understood and supported the delegation’s strategy at Havana, so they stressed the ITO’s import to the administration’s foreign economic policy.33 They also hoped to use the briefing session to achieve a consensus on foreign investment, an issue that seemed to be the sticking point for many business associations.

Harry Hawkins suggested that the United States propose revising the Geneva draft and substituting an obligation on the part of each ITO member to negotiate bilateral treaties on investment at the request of any other member. This change would allow the United States to press for international agreement on investment while ensuring that America’s economic clout in one-on-one negotiations could be preserved. Moreover, it would give the U.S. “commercial treaty program a big leg up.” Business representatives John Abbink, Elvin Kilheffer, and H.W. Balgooyen agreed to this approach, convincing Clair Wilcox and other senior officials that they had reached a consensus. But the business representatives could not guarantee that their organizations would support this position. Moreover, this approach did not quiet the concerns of government officials who were still ambivalent about including investment in the ITO.34

Meanwhile, ECEFP officials were still trying to develop a governmentwide position for the Havana negotiations. Because they were aware that the ITO could not gain popular support if it challenged long-standing domestic priorities such as protection for agriculture, they focused on the exceptions that the United States would have to present at Havana. They knew other nations would use the precedent of U.S. exceptions to press for their own, and they feared that this would yield a complicated and confusing charter. They hoped, however, to limit the specific compromises and exceptions so the ITO would not appear to counteract the general objective of trade liberalization.35

At Havana

The majority of the U.S. delegation left Washington by train on November 18 and arrived in Havana on November 20, 1947. The delegation was in the experienced hands of Clayton and Wilcox, director of the Office of International Trade Policy. Officials from the military, the Treasury, the Departments of Commerce, Labor, and Agriculture, and the Tariff Commission made up the official delegation.36 They hoped that this governmentwide delegation would help maintain a broad front of support for the ITO.

Some of the business advisers participated constructively in the Havana negotiations. Seymour Rubin described a good working relationship with Balgooyen, who represented the National Association of Manufacturers. Balgooyen worked with Rubin to develop the final charter’s investment provisions, and he tried hard to convince his fellow business executives to support the charter.37 In contrast, Kilheffer, who represented the U.S. Chamber of Commerce, did little to assist the delegation at Havana. His actions during the conference and after his return illustrate how difficult it was to build a solid front for the ITO and convert opponents into supporters.

Kilheffer had long been an advocate of protection for his employer, Du Pont. He used his time at Havana to develop arguments with which to oppose the policy and the policymakers. In a letter to his superiors at Du Pont, Kilheffer decried the standards of integrity of the State Department and blamed the department “for much of the economic chaos of today.” He felt the conference was a waste of time and suggested that even the U.S. government had given up on the ITO because officials had “the most important parts of the ITO charter incorporated in the Geneva General Tariff Agreement.” Kilheffer believed the State Department was pulling a fast one—by using the ITO as a cover to get what it wanted through the Trade Agreements’ back door with the GATT.38 He did his best to see that the State Department failed to establish the ITO.

Kilheffer was not alone in his skepticism. Many of the representatives of the fifty-five other participating countries were also reluctant negotiators. Because most of these nations had not participated in developing earlier drafts of the ITO charter as members of the Preparatory Committee, the conference took two months longer than the ITO’s planners had anticipated.39 Almost every one of the fifty-six countries attending had national interests it wanted safeguarded and each exception greatly complicated the negotiation process. For example, the U.S. delegation worked to include an exception to ITO rules made by or for a military establishment to meet national security requirements and proposed an article permitting export subsidies, which would allow the United States to continue its approach to agricultural assistance.40 Negotiations over these compromises took months to achieve and exhausted the limited capabilities of the delegations.41

The fruit of this effort was even greater opposition to the charter. ITO supporters as well as its opponents perceived the compromises as hypocritical.42 They found most distasteful the ITO’s articles on foreign investment, full employment, commodity agreements, and business practices. The drafting of the final act of the charter and its foreign investment provisions show how difficult it was for the American negotiators to draft provisions that would win international approval while conforming to the demands of Congress and special interest groups in the United States.43

The State Department did not fly the president or other senior officials to join Will Clayton in signing the final act of the charter. According to James Fawcett of the British delegation, the final act was deliberately designed to avoid giving “the Charter the appearance of a treaty requiring Senate approval. . . . The ITO Charter . . . will therefore be annexed to a very short instrument which will be signed by all the countries represented at the conference.” Fawcett concluded that signing the act would simply “authenticate the text of the Charter.”44 The State Department clearly did not want any hoopla in Havana to stir up congressional opposition.

The charter was also designed not to alienate key U.S. business interests. The Geneva draft of the ITO included a general statement of each nation’s common interest in productive economic development (Article 12). It recognized the rights of governments to transfer ownership, but only if they provided “just compensation.” Many American investors considered the article unacceptable because it did not adequate-ly define “just compensation,” but several influential developing countries balked at U.S. attempts to rewrite the article. As the conference stalemated on this (and many other) issues, Wilcox made a speech directed as much to executives on Wall Street as to the conferees in Havana. Chided by the eloquent Wilcox, the delegates eventually agreed to revise the investment articles to obligate members to afford adequate security to existing and future investments. These articles also provided that upon request, members could negotiate treaties to protect foreign investment. Although the charter set up the principle that foreign investors have justifiable rights, American opponents perceived the investment articles as affirming the sovereign right of governments to expropriate. Moreover, critics concluded that the charter emphasized the sovereign rights of the capital-receiving countries more than those of investing nations. Nonetheless, many U.S. government officials concurred with Willard Thorp, assistant secretary of state for economic affairs: “Any attempt at more stringent definition would have resulted in . . . so many qualifications . . . as to make the . . . provisions worse than useless.”45

Compromises such as the articles on foreign investment, as well as those on full employment and quantitative restrictions, yielded what the department termed “a momentous achievement.” But it seemed an enormous flop to many Americans, some of whom were baffled and others appalled by its many compromises. To them, the ITO seemed to sanction, as William Diebold noted, “the restriction of trade, not its liberation.”46 With this dissonant reception, it was now up to the ITO’s advocates to sell it to Congress. In that task, the architects of the ITO found themselves on the defensive, discussing not just the ITO but the RTAA.

Setting Priorities: The Fate of the RTAA, the ITO, and the GATT

The American delegation had traveled to Havana with some confidence that it could quickly produce an agreement to present to the 80th Congress, but it soon became clear that this optimism was unrealistic. By the end of 1947, the congressional calendar was full; given the need to consider more popular and more urgent legislative matters, Congress was unlikely to schedule the ITO hearings.

As the Havana negotiations dragged on, Wilcox advised his colleagues that delay could jeopardize not only the ITO but also congressional consideration of the RTAA, which was due to expire in June 1948. This in turn could affect the President’s authority to negotiate trade liberalization. Both the House and Senate had proposed new bills that would alter the process of tariff determination; each authorized the Tariff Commission to study and issue recommendations to the President on the effects of proposed trade agreements. Department officials believed the bills would give the Tariff Commission sole responsibility for determining how far a tariff rate could be cut and extend the president’s authority for only one year, rather than the three years previously authorized over its fourteen-year history. The administration needed this extension of authority to continue the GATT negotiations and to bring the ITO into effect.47

Wilcox concluded that the department’s first priority must be to save the RTAA. Brown, chief of the Division of Commercial Policy, concurred, noting that public support had peaked. The department risked losing that support. Renewing the RTAA would be easier than ratifying the charter, “as the Republicans might hesitate to abolish it just previous to elections.” Wilcox recognized that approval of the act would allow some international trade liberalization to occur with the GATT.48

But Wilcox and many of his colleagues were ambivalent about the recommendation to save the RTAA. Many officials who had toiled on the ITO, such as Brown, Wilcox, and Coppock, feared that concentrating their efforts on the RTAA could jeopardize support for the ITO. They believed the ITO must remain the centerpiece of the administration’s foreign economic strategy and remembered how the British loan hearings had diluted support for the Proposals. As Wilcox noted from Havana, discussion of the RTAA would inevitably lead to discussion of the ITO, and opponents might use the ITO to launch a flank attack on the RTAA. “The Geneva and Havana drafts will have their first congressional consideration before the most hostile . . . forum . . . the Committee on Ways and Means . . . . The charter will be politically discredited before any opportunity is provided to give it a fair hearing.” To save the ITO, Wilcox and Brown stressed that the charter should be presented to the Senate as a treaty as soon as the conference ended. The State Department, however, did not take this suggestion. Coppock told his boss, Brown, that the department must “paint the alternative to the ITO in such lurid colors that even the color-blind will see the light.” Doing so would prove to be a more difficult task than Coppock and his colleagues envisioned.49

Wilcox, Brown, Clayton, and other key decisionmakers set out to build congressional trust. They invited Republican Senator Arthur H. Vandenberg and Democratic Senator Alben Barkley, as well as House Democrats, to a meeting to discuss their strategy for winning approval for the ITO, but the senators were so overloaded with other responsibilities that they had no time to meet. The failure to build congressional support at an early point thus continued to create problems for the ITO’s supporters.50

By the end of 1947, the department had still not firmed up its strategy for congressional approval of the ITO and extension of the RTAA.51 Many of the architects of the ITO, sincerely believing they were acting in the national interest, were still uneasy working with Congress and special interests to achieve their policy goals. As a result, they acted too little and too late. Moreover, because State Department officials were still divided as to whether the ITO or the RTAA, or both, should be a priority, they wasted several months debating their strategy. As a result, they appeared confused and inept. Their indecision lessened their credibility, made it easier for their opponents to attack them, and over time undercut the likelihood of congressional approval of the ITO.

During these months, many of the same department officials were redirecting their attention to Europe’s worsening economic problems and the need to craft short-term tools to spur economic recovery. They knew the ITO did not easily fit into such a toolbox. In contrast, the GATT could complement the short-term approach of the ERP, and it would not require new legislative authority. Although these more pragmatic officials recognized that the GATT could not replace the ITO, they knew it could permit them to achieve a modicum of trade liberalization without an all-out congressional fight.52 But many advocates of the ITO both inside and outside the government did not see the GATT as a reasonable substitute. They maintained that for trade liberalization to be effective, it must be comprehensive. These officials insisted that the GATT was not broad enough to cover employment and other issues that affect trade flows. They stressed that the United States could not simply accept only the provisions that it liked and reject the rest of the charter because negotiations had not gone its way. With Clayton, they believed that the charter was “the best and most practicable agreement that can be devised at this stage of our international relations.” They worried that other nations would regard failure to act on the charter “as a breach of faith,” weakening the United States’ position of leadership. Increasingly, however, these ITO advocates were outnumbered and outranked by officials in the Department of State who believed that the U.S. government should use other more pliable instruments to achieve free-world cooperation.53

The attractiveness of an alternative to the ITO can be explained by a wide range of factors. With the prominent exception of Clayton and Acheson, many of the political appointees working on foreign policy were not committed to realizing the ITO, the last of the planned postwar institutions. They had not been involved in the development of the ITO and they tied their careers to the President’s election and not to a commitment to free trade or international cooperation. These men were not enamored of a long-term mechanism, identified with big government. Moreover, in a world where once-democratic Czechoslovakia had become communist Czechoslovakia, an organization designed to facilitate cooperation between communist and capitalist governments seemed a pipe dream. These appointees probably saw this kind of international initiative as a liability to the president and thus to their careers. In those years it took great political courage to advocate a long-term mechanism, one identified with big government and full employment. Their position was not politically naive. Some members of Congress were quite willing to link support of internationalism with support of world communism, so it is not surprising that many senior administration officials wanted to avoid that taint. Consequently, few high-level Truman administration officials supported the ITO and the GATT with fervor.

In discussions with the British delegation to the ITO Conference in January 1948, “Clayton admitted very frankly that he found considerable difficulty in getting United States authorities at Washington to take any . . . interest in the Charter, their attention being . . . entirely devoted to Marshall Aid.” He was “most apprehensive” that the Charter would be “crowded out.” Meanwhile, the Commercial Counsellor in Washington informed his superiors that the Americans doubted that the ITO “could be presented to Congress this session.”54 Although they gave speeches calling for the ITO, neither Lovett, Marshall, nor Truman had found the time to go to Havana to show the administration’s strong support of the ITO program. This was probably deliberate. By 1948, Secretary of State Marshall was describing the RTAA, rather than the ITO, as “the cornerstone and keystone of our foreign policy.”55

Over time, Truman administration officials moved toward a more pragmatic, less comprehensive approach to trade liberalization, one they thought better fit the Cold War world. They did not explicitly call for replacing the ITO with the GATT in 1948, but as Brown and Raymond Vernon noted, senior officials seemed to lose interest in the ITO. The administration was unwilling to use up its limited political capital in an election year with a Republican-controlled Congress.56 Although not deliberately designed as an alternative, the GATT became the fallback position.

This was true in Britain as well. In October, 1947, the Board of Trade hired a group of economists to “furnish departments here with an appraisal of the alternatives to ITO.” These economists wrote their report “on the assumption that the ITO would break down.”57 Like their American colleagues, the British proceeded with the ITO negotiations. They were also worried about the fate of the GATT. British officials decided to “spin out the discussions” about strengthening the GATT to ensure that it “should not collapse.”58

Early in 1948, senior State Department officials, including Undersecretary Lovett and Counselor of the department Charles Bohlen, met with Clayton and Brown to finalize their strategy. Despite their different perspectives on the ITO, they concurred on three objectives: presidential authority for trade agreements must be preserved, Congress should be appeased, and the core constituency for trade liberalization should be maintained. They decided to concentrate on seeking renewal of the RTAA, asking for a three-year renewal but accepting one year.59 The administration also decided to delay submission of the charter to the next session. Senior officials recognized, as J. Robert Schaetzel stated, that the charter was important legislation, “but it is not emergency legislation.” In this way, although the ITO seemed unlikely to gain approval, the administration would not appear to have given up on it.60

Their concentration on the RTAA had significant implications for the fate of the ITO and the GATT. It preserved the negotiating authority in the executive branch while allowing the administration to press forward with its foreign economic program, and it prevented the Reciprocal Trade Agreements Act from becoming an election issue. But the strategy also made the GATT more than a provisional instrument. Twenty-two of the twenty-three signatories had put the GATT into effect by January 1948, and as one official noted, many of these nations would remain in GATT even if the charter were never approved. Moreover, GATT negotiations were continuing. Trade policy officials in the Departments of State, Agriculture, and Commerce, and in other agencies spent much of 1948 in preparation for the next round of the GATT, when eleven additional nations would work to further reduce trade barriers.61 Gradually, the GATT emerged as an alternative to the charter, albeit a more limited one.62

At this crucial point, the ITO lost two of its strongest advocates. Wilcox, who had led the U.S. delegations at Geneva and Havana, resigned, pleading exhaustion. He continued to fight for the ITO by writing a book on its behalf, but he would no longer be shaping policy from within the government. Clayton resigned to return to his company and to care for his wife, but like Wilcox, he did not sever his ties to the department and the policies he so believed in. As advisor to the secretary, he presented the Marshall Plan as well as the Reciprocal Trade Agreements Extension Act and led the negotiations for the final charter. But because he was not always present to fight for the ITO at top-level meetings of government or business decisionmakers, he could not focus his considerable influence and energies on the ITO.

With these resignations, Acheson, Thorp, and Brown became the most experienced officials working for multilateral trade liberalization. However, they were also preoccupied with developing the ERP and defending the RTAA. A very qualified but less senior official, Robert Terrill, was given the responsibility of being “the focal point on ITO matters.” Although Terrill had worked on the ITO since its inception, he was less connected to business, Congress, and the White House than Acheson or Clayton were.

In addition to losing the full-time expertise of these individuals, the ITO’s fate was also affected by the department’s growing workload. The economic bureau was understaffed and overloaded with other responsibilities, including assisting with the Marshall Plan and the Annecy Round of the GATT talks.63 All of these factors weakened the department’s efforts on behalf of the ITO.

The years 1947 and 1948 were a time of elation and despair for the architects of the ITO and the GATT. Their strategy for a comprehensive approach to international trade had yielded international agreement on an ITO, but their innovation had been greeted with public apathy, special interest opposition, and congressional backlash.

The focus on international agreement had led to a long gestation. As a result, the ITO missed the ground swell of support for international cooperation. The ITO was drafted in Washington (the Proposals), London, Lake Success, Geneva, and Havana between 1945 and 1948. During this long period of development, it became less relevant to a world perceived by many Americans as divided into two hostile economic camps. With the spread of communism and continued economic dislocation, U.S.-controlled, short-term initiatives seemed more important than the ITO, even to the ITO’s most ardent advocates.

To a great extent, the ITO’s problems stemmed from the actions of its architects. The ECEFP invited business groups to recommend investment provisions for the ITO and then ignored their suggestions, invited public comment but misjudged the sources of this comment as representative of the American public’s perceptions, and stressed the importance of public communication but did not make such communication integral to their strategy. While they verbalized the need to work with Congress to achieve their goals, they devised much of their strategy without consulting Congress. They were surprised when members of the House and the Senate subsequently showed little interest and even open hostility toward the ITO and the GATT. They fiddled and delayed while the ITO’s support dissipated.

These officials had a fallback position: under the GATT’s aegis, trade liberalization became an international accomplishment, and further trade barrier reduction in 1948 would not require congressional review. Thus, it is not surprising that some administration officials began to find the GATT more attractive than the ITO.64 By 1948, this approach betrayed the broader mechanism it had been developed to implement.

Many of the ITO’s supporters still believed that the more comprehensive ITO best met the national interest. Moreover, their research indicated the public supported these plans.65 But was such public support real or imagined? If it was real, why had it not translated into congressional support? The next two years revealed the answers to these questions.
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Congressional Challenges and Public Apathy toward Trade, 1948–1949

No matter how much they desired to retreat from the world, Americans could not shirk the nation’s international responsibilities.1 The United States had a growing list of global obligations, including feeding Europe, preventing the spread of communism, and protecting the free world. Although the American people were gradually accepting these new responsibilities, they expected their government to resolve domestic problems first.

But the most powerful nation on earth seemed incapable of solving many of its own economic problems. Since the end of the war, the Truman administration had been bedeviled by labor upheaval, inflation, the need for jobs for veterans, and a lack of affordable housing.

Competing domestic and international priorities left the American people, Congress, and even Truman administration officials deeply divided. The 1948 debate over trade policies revealed the cleavage within the Truman administration and between Congress and the administration.

Many Republican members of the 80th Congress were determined to remake the Truman administration’s trade policy and mechanisms. They questioned the strategy of trade liberalization and succeeded at redesigning the bureaucratic process for achieving tariff reduction. Supporters of trade liberalization found themselves on the defensive, struggling to preserve the right to negotiate trade agreements.

Ironically, it was in this environment that proponents of the ITO, both within the State Department and outside the government, finally organized to build a base of support for it. However, they found that the ITO’s potential constituency was not particularly enthusiastic and too narrow to gain congressional approval. The public remained an untapped resource.

Trade: A Low Priority for Americans

In light of the nation’s continued economic problems, it is not surprising that foreign policy, especially economic foreign policy, held little attraction for most Americans.2 In March 1948, when some seven hundred Cincinnatians were asked which issues they took a keen interest in, 90 percent identified the cost of living and 68 percent identified U.S. relations with Russia, whereas only 27 percent named U.S. trade with other countries.3

Policymakers therefore found it difficult to make a strong case for trade liberalization. They tried to link the ITO to the more popular Marshall Plan but were relatively unsuccessful in showing how expanded trade would help U.S. and European economies. In a 1949 Survey Research Center poll, only a minority expressed “awareness of the economic advantages which come from cooperating with or helping other countries.”4 Yet Americans continued to be reluctant to support tariff reduction, even when they were informed how it would benefit European countries.5 Moreover, ITO advocates did not effectively sell its ability to create U.S. jobs and spur economic growth. Some 55 percent of those polled by the National Opinion Research Center (NORC) in March 1949 believed the European Recovery Program (ERP) would help America’s prosperity and security. Of this 55 percent, only 22 percent believed it could create U.S. jobs and stimulate domestic production and only 11 percent thought the plan would increase U.S. trade.6

Herein lay the problem for supporters of freer trade. Most Americans had little understanding of trade policies and mechanisms, had little or no interest in problems of foreign trade, and saw no direct benefits to themselves through expanded trade. Although they understood that economic dislocation abroad could affect the economic welfare of the United States, they did not associate the ITO with maintaining the health of the global economy or improving their standard of living. Polling data consistently reflected support for the objectives and process of trade liberalization, but further questioning revealed such support would diminish if the price were an individual’s welfare. At the end of 1947, when asked if they favored the process of trade liberalization that allowed goods to come into the United States at lower tariff rates, some 67 percent of those polled said they were in favor, 11 percent were opposed, and 22 percent had no opinion.7 In March 1948, NORC noted that of 1,289 adults polled, 22 percent thought they would be better off with higher tariffs, 38 percent favored lower tariffs, and 40 percent simply did not know. Moreover, attitudes toward future American business conditions did not have much relationship to an individual’s attitude about trade liberalization.8 Although most Americans were now cognizant of U.S. interests overseas, they were not concerned with trade beyond U.S. borders.

Most Americans still did not understand what trade policies were supposed to achieve. In June 1949, although 73 percent of those polled recognized that the United States exported more than it imported, only 25 percent thought the United States should import more, 21 percent thought the United States was importing too much, and 28 percent felt the trade balance was about right.9 Americans were no more knowledgeable about the General Agreement on Tariffs and Trade (GATT), which at least made the headlines. In December 1947, only 34 percent of 1,500 Americans polled by Gallup said they had heard of the GATT. In March 1948, only 32 percent of those polled by NORC said they had heard or read about the reciprocal trade agreements law. In April 1948, Gallup reported that 59 percent of those polled said they did not know what was meant by the term “reciprocal trade treaties.”10

Ironically, in October 1948 some 59 percent of Americans polled said it was very important that all nations set up a special organization to increase world trade; 11 percent said it was not important, and 10 percent said they did not know. When asked whether the United States should join such an organization, 58 percent said yes, whereas 31 percent said no.11 These polls, however, did not mean that it would be easy to translate general support for the goals of an international trade organization into political backing for a specific measure. Support for an ITO was “soft,” probably reflecting what those polled thought they should say rather than what they really cared about. According to public opinion analysts, the polls revealing support for an international trade organization were an outgrowth of general enthusiasm for international cooperation rather than hard support for the ITO.12

Americans would have had to be educated—quickly and thoroughly—if they were to counterbalance the ITO’s increasingly visible and vocal opposition. According to polling data, the most effective approach would be to show average citizens specifically how they could benefit from trade liberalization.13 But the ITO’s advocates ignored the people while working hard to gain the support of influential leaders in agriculture, labor, civic, and business groups. In this way, they hoped to build a counter constituency to match the well-organized special interests already in position to oppose the ITO.

The Marketing of the ITO

At the end of 1947, as the Havana Conference was under way, W.H. Baldwin, public relations man and longtime supporter of trade liberalization, urged William Clayton to rally the common interest early on in support of the ITO. Baldwin proposed forming a citizens’ committee to coordinate the work of special interest supporters, to prepare material for the “molders of public opinion,” and to do fieldwork around the country to educate the public. Baldwin suggested holding a community rally in favor of freer trade with the theme “Imports are silent partners in American pay envelopes.” He said that such a theatrical approach would depict the Reciprocal Trade Agreements Act (RTAA) and the ITO in terms that voters could understand.14 Although the idea of such a rally seems a bit farfetched, Baldwin was on the right track; the ITO needed a massive public relations program.

With the signing of the Final Charter, the articulation of the ITO became a Department of State responsibility. Clayton and senior State Department officials did not feel comfortable with Baldwin’s approach. They were good at devising international economic policy but not at communicating with average Americans.15 Certain that their objectives would serve the national interest, they believed the public did not understand the long-term benefits of increased trade. However, they took no responsibility for public ignorance or indifference toward the nation’s economic interdependence.

These officials could see few advantages to trying to “market” the ITO to average citizens. Fearing Congress would tag any effort on behalf of the ITO as propagandizing, they made minimal efforts to educate the public. Nor did they urge the president to highlight the ITO. In an election year, the “bully-pulpit” was already overused to gain support for other urgent international issues.16

Many of these officials, however, knew the Committee for the Marshall Plan had helped “sell” the European Recovery Program (ERP) to the American people. Thus, they were receptive to working with outside support groups who could articulate the benefits of policies such as the ITO and increase the State Department’s visibility and credibility. They were aware, however, of the dangers of overloading the public with issues in an election year. As before, State Department officials focused their efforts on gaining the support of concerned elites.

Department officials became increasingly sophisticated at assessing public opinion. They continued to sponsor polls, summarize editorials, and keep track of special interest statements on departmental policies including the ITO and the RTAA.17 They used this information, however, to rebut elite opposition rather than to develop salient arguments that might turn average Americans into advocates.18

Monitoring and massaging elite opinion was a major focus of some State Department officials. They planned lunches with, gave speeches to, and participated in debates before representatives of the U.S. Chamber of Commerce, the Farm Bureau, the Congress of Industrial Organizations, the Council on Foreign Relations, and other special interest groups. Junior staff perused newspapers for editorials and drafted articles for numerous publications.19 The department tried to coordinate government-wide support on the ITO, including support from the international institutions.20 In preparation for the yet unscheduled hearings as well as for public debates and speeches, staff prepared issue papers and rebuttals to allegations about the ITO.21

But these government officials were better at developing policy than at managing or marketing it. The State Department was frequently reorganized, and staff work was redirected toward the newest, most compelling emergency.22 Moreover, State Department officials did not know how to explain the complex ITO and show how it complemented the emergency foreign policy tools the administration had developed.

ITO supporters hoped to wrap the ITO with the banner of multilateralism to arouse public and congressional support. They tried to show the ITO’s importance to the functioning of existing institutions such as the United Nations and the ERP. But to many Americans, internationalism had yet to prove itself. Peace had not returned, and multilateralism had resulted in two opposing approaches to global politics and economics. Moreover, as historian Richard Gardner noted, Europe’s (especially Britain’s) continued economic and financial problems seemed to show that codification of economic principles would not resolve trade and economic disputes between nations.23 It is not surprising that outdated rationales based on little-understood concepts such as internationalism did not bring forth popular support.24

Moreover, ITO advocates did not link the ITO to current public concerns. For example, administration officials did not show how increased imports could reduce the need for taxes to fund foreign aid. Nor did they stress the ITO’s benefits in concrete terms that citizens might easily understand, such as in new jobs created by increased trade or a greater choice of competitively priced goods at their local stores. Instead, they used vague and impersonal language to defend the ITO.

Prominent private citizens backed the government’s efforts to build support for the ITO and the GATT. Their efforts were also directed toward business and labor groups rather than the general public. Although Clayton was no longer special adviser to the secretary of state, he helped create and sustain the Committee for the International Trade Organization to bolster departmental efforts. In contrast with its sister organization, which worked to build support for the Marshall Plan, the Committee for the ITO was relatively unsuccessful at organizing elite and grassroots support. To some extent, the committee floundered because of the difficulty of conveying this complex mechanism at that late date. To an even greater extent, the committee failed because business leaders did not support its work with their expertise and their dollars.

Clayton had a hard time finding a prominent business executive willing to chair the committee. After failing to engage well-respected business leader Philip Reed, chairman of General Electric, and his colleague W.R. Herod, president of International General Electric, Clayton was heartened to learn that William Batt, president of SKF Industries (makers of ballbearings), was willing to serve.25

Batt brought experience in business and government as well as a true commitment to the ITO. He had been vice chairman of the War Production Board and had served the U.S. government in other capacities overseas. But he had neither the influence of a Clayton or Reed with members of Congress nor the clout and associations in the business community that leadership of a major multinational corporation might bring. Nevertheless, Batt worked hard to build these contacts. As a result of his work with Clayton and the capable staff of the committee, more than one hundred prominent business leaders, academics, and civic and union leaders joined the committee to express publicly their support for the ITO.

Although Clayton and the committee sent out many letters, the response in the business community was mixed.26 For example, the National Foreign Trade Committee, the most internationalist organization of business leaders, decided to oppose the charter. Its opposition was particularly disheartening to the ITO’s architects because it had long supported increased trade. Later, the United States Associates of the International Chamber of Commerce, the U.S. Chamber of Commerce, and the National Association of Manufacturers expressed strong opposition.27 Only the more liberal business organizations, such as the Committee for Economic Development (CED), and business-funded think tanks (the National Planning Association, the Twentieth Century Fund, the Brookings Institution, and the Carnegie Endowment) came out for the charter. The CED expressed its support with a reservation that Articles 11 and 12 (the charter’s investment articles) not be approved. Business leaders were not enthusiastic about the ITO.28

Like their allies in the administration, Committee for the ITO staff did not try to turn average Americans into ITO advocates. To some extent, this can be attributed to the financial problems of the committee, which simply did not have the funds to finance a public relations program. Nor did the committee take advantage of its broad national membership to build grassroots support. Baldwin attributed this to the failure of business leaders to do their part to help the nation face its new responsibilities.29
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	Condliffe, Dr. J.B., Institute of Economics, University of California




	Conway, Carle C., chairman of the board, Continental Can Company, New York, N.Y.




	Cook, Everett R., Cook and Company, Memphis, Tenn.




	Coward, H.A., vice president, Budd Company, Philadelphia, Penn.




	D’Aquila, Frank P., sales manager, Iowa Manufacturing, Cedar Rapids, Iowa




	Davis, Chester C., president, Federal Reserve Bank of St. Louis, St. Louis, Mo.




	Davis, Tom J., attorney and counselor at law, Butte, Mt.




	DeGolyer, Everett L., DeGolyer and MacNaughton, Dallas, Tx.




	Dick, Jackson P., vice president, Georgia Power Company, Atlanta, Ga.




	Dickey, John S., president, Dartmouth College, Hanover, N.H.




	Dickinson, Mrs. LaFell, Keene, N.H.




	Douglas, Donald W., president, Douglas Aircraft Company, Santa Monica, Calif.




	Dunn, Gano, president, J.G. White Engineering Corporation, New York, N.Y.




	Eichholz, Alvin, manager, World Trade Department, San Francisco Chamber of Commerce, San Francisco, Calif.




	Fairbanks, Douglas Jr., “Westridge,” Pacific Palisades, Calif.




	Felder, William D., Jr., president, Texas Cotton Association, Dallas, Tx.




	Fleming, Robert V., president, Riggs National Bank, Washington, D.C.




	Folsom, Marion B., treasurer, Eastman Kodak Company, Rochester, N.Y.




	Fox, Kirk, Ed., Successful Farming, Meredith Publishing Company, Des Moines, Iowa




	Fox, Mattew, 445 Park Avenue, New York, N.Y.




	Francis, Clarence, chairman, General Foods Corporation, New York, N.Y.




	Franklin, John M., president, United States Lines, New York, N.Y.




	Friele, Berent, International Basic Economy Corporation, New York, N.Y.




	Friele, H.B., vice president, Nakat Packing Corporation, Seattle, Wash.




	Galbraith, John K., lecturer, Department of Economics, Harvard University




	Gifford, R.W., chairman of the board, Borg-Warner International Corporation, Detroit, Mich.




	Hanes, John W., chairman, Executive Committee, United States Lines, New York, N.Y.




	Hansen, O.C., president, World Trade Center, San Francisco, Calif.




	Harrison, George M., grand president, Brotherhood of Rwy. and S.S. Clerks, Cincinnati, Ohio




	Hecht, Rudolph S., chairman of the board, Mississippi Shipping Co., New Orleans, La.




	Hegewisch, A.E., A.E. Hegewisch, New Orleans, La.




	Heline, Oscar, president, Farmers Grain Dealers Association of Iowa, Marcus, Iowa




	Heller, Robert, president, Robert Heller and Associates, Cleveland, Ohio




	Hobby, Mrs. Oveta C., executive vice president, Houston Post, Houston, Tx.




	Holliday, Wallace T., president, Standard Oil Company of Ohio, Cleveland, Ohio




	Holmstrom, Andrew B., vice president, Norton Company, Worcester, Mass.




	Horde, Dr., Frederick L., president, Purdue University, Lafayette, Ind.




	Howard, G.K., vice president and general manager, International Division, Ford Motor Company, Dearborn, Mich.




	Hoyt, Palmer, editor and publisher, Denver Post, Denver, Colo.




	Hutchinson, R.A., president, Studebaker Export Corporation, South Bend, Ind.




	Johnston, Eric A., president, Motion Picture Association of America, Washington, D.C.




	Kanzler, Ernest, chairman, University C.I.T. Credit Corporation, Detroit, Mich.




	Keenan, Joseph D., director, Labor’s League for Political Education, Washington, D.C. Kempner, H., Galveston, Tx.




	Kendall, Henry P., president and treasurer, Kendall Company, Boston, Mass.




	Keough, C.A., president, Ballthrall Trading Company, Philadelphia, Penn.




	Kestenbaum, Meyer, president, Hart, Schaffner and Marx, Chicago, Ill.




	Kline, Allan B., president, American Farm Bureau Federation, Chicago, Ill.




	Knoizen, Arthur S., Joy Manufacturing Company, Pittsburgh, Penn.




	Lazarus, Fred, Jr., president, Federated Department Stores, Cincinnati, Ohio




	Lincoln, Murray, president, Coop. League of the U.S.A., Columbus, Ohio




	Litchfield, P.W., chairman of the board, Goodyear Tire and Rubber Company, Akron, Ohio




	Lukens, W.H., vice president—export, R.M. Hollingshead Company, Camden, N.J.




	Lundborg, Louis B., vice president, Stanford University, Stanford, Calif.




	MacNaughton, E.B., president, Reed College, Portland, Ore.




	Marcus, Stanley, Neiman-Marcus, Dallas, Tx.




	Marshall, M. Lee, chairman, Continental Baking Corporation, New York, N.Y.




	McCormick, Charles P., chairman, McCormick and Company, Baltimore, Md.




	McFadden, John H., Jr., Geo. H. McFadden and Brother, Memphis, Tenn.




	McGowin, Earl M., vice president, W.T. Smith Lumber Company, Chapman, Ala.




	Mead, George H., Mead Corporation, Dayton, Ohio




	Monisgue, Gilbert H., counsellor at law, New York, N.Y.




	Mooney, James D., chairman of the board, Willys-Overland Motors, Toledo, Ohio




	Noble, Edward J., chairman of the board, American Broadcasting Company, New York, N.Y.




	Northrop, Dr. Mildred B., professor of economics, Bryn Mawr College




	Patterson, Hon. Robert P., Patterson, Belknap and Webb, New York, N.Y.




	Patterson, W.A., president, United Air Lines, Chicago, Ill.




	Patton, James G., president, National Farmers Union, Denver, Colo.




	Pepper, G. Willing, vice president, Scott Paper Company, Chester, Penn.




	Parker, Walter G., export manager, Marchant Calculating Machine Company, Oakland, Calif.




	Peterson, Howard C., Fidelity-Philadelphia Trust Co., Philadelphia, Penn.




	Pfeiffer, Curt G., senior councillor, National Council of American Importers, New York, N.Y.




	Pickett, Clarence E., executive secretary, American Friends Service Co., Philadelphia, Penn.




	Potts, Frederic A., president, Philadelphia National Bank, Philadelphia, Penn.




	Reed, Philip D., chairman of the board, General Electric Company, New York, N.Y.




	Rosenthal, Morris S., president, Stein, Hall and Company, New York, N.Y.




	Schacter, Harry W., president, Kaufman Straus Company, Louisville, Ky.




	Scherman, Harry, president, Book-of-the-Month Club, New York, N.Y.




	Schramm, James S., vice president, J.S. Schramm Company, Burlington, Iowa




	Shotwell, Dr. James T., acting president, Carnegie Endowment for International Peace, New York, N.Y.




	Sibley, John A., chairman, Trust Company of Georgia, Atlanta, Ga.




	Sitterley, Eugene, publisher, World’s Business, New York, N.Y.




	Smith, Eugene B., Eugene B. Smith and Company, Dallas, Tx.




	Smith, Marvin W., executive vice president, Baldwin Locomotive Works, Philadelphia, Penn.




	Smith, Paul C., editor and general manager, San Francisco Chronicle, San Francisco, Cal.




	Smith, Tom K., president, Boatmen’s National Bank of St. Louis, St. Louis, Mo.




	Sonne, H. Christian, president, Amsinck, Sonne and Company, New York, N.Y.




	Speer, Talbot, president, Baltimore Sales Book Company, Baltimore, Md.




	Staley, Eugene, economist, Palo Alto, Calif.




	Storke, Arthur D., president, Climax Molybdenum Company, New York, N.Y.




	Swope, Gerard, honorary president, General Electric Company, New York, N.Y.




	Symington, C.J., chairman, Symington-Gould Corporation, New York, N.Y.




	Taft, Charles P., Headley, Taft and Headley, Cincinnati, Ohio




	Virden, John C., chairman, J.C. Virden Company, Cleveland, Ohio




	Watzek, John W., Jr., Crossett, Watzek, Gates, Chicago, Ill.




	Weil, Adolph S., Well Brothers, Montgomery, Ala.




	Wetherill, Samuel P., president, Wetherill Engineering Company, Philadelphia, Penn.




	Wheeler, W.H., Jr., president, Pitney-Bowes, Stamford, Conn.




	Wilbur, Brayton, president, Wilbur-Ellis Company, San Francisco, Calif.




	Wilkie, H.F., vice president, Joseph K. Seagram and Sons, Louisville, Ky.




	Williams, Alfred H., president, Federal Reserve Bank of Philadelphia, Philadelphia, Penn.




	Williams, Roger, chairman, Executive Committee, Newport News Shipbuilding and Dry Dock Company, New York, N.Y.




	Winton, David J., chairman, Winton Lumber Company, Minneapolis, Minn.




	Wynne, C.M., president, Overseas Industries, Chicago, Ill.





Source: Alphabet file, Truman Library

The marketing of the ITO in 1948-1949 failed to win it broad support or committed special interest support. Because 1948 was an election year, senior policymakers ignored the ITO. As the Charter languished, the arguments of ITO proponents began to reflect a growing recognition that maintaining presidential authority to negotiate trade agreements, rather than bringing the ITO to life, had to be the top trade policy priority.

The Battle over theTrade Agreements Extension of 1948

Trade policy, which had long been the scene of a tug-of-war between Congress and the executive branch, became a battleground in 1948. The 80th Congress was activist, responding to constant crises in Europe and Asia as well as at home. It was also a partisan Congress, and its members, especially Republican members, had more immediate priorities than the establishment of multilateral trade liberalization. Republican control of Congress affected the administration’s willingness to keep the ITO as its cornerstone of foreign economic policy. With the 1948 renewal of the RTAA, Republicans for the first time could control the destiny of trade liberalization measures.30

The administration had already received many warnings from Congress and special interests about the fate of its foreign economic policy mechanisms. House Republicans and conservative Democrats were especially hostile to the mechanisms devised as part of the postwar planning process under Roosevelt and controlled by the State Department. Earlier hearings in 1947 on the ITO had made it clear that many members of Congress still did not understand the rationale for and the difference between the ITO and the GATT. Moreover, many on Capitol Hill saw both instruments as an abuse of executive authority under the RTAA. If they could not rein in the State Department at international negotiations, they would do their best to ensure that Congress maintained control over trade policy. Although the department recognized congressional dissatisfaction with its trade policy initiatives, its actions had not reassured opponents of trade liberalization. As in 1945, State Department officials were taken aback by the depth of hostility they encountered in Congress.31

As the Havana Conference began, congressional members of both parties criticized the department for its sloppy congressional relations. Representative Robert L. Doughton, senior Democrat on Ways and Means, said he was “distressed” that he had not been consulted. Representative Harold Knutson, Republican chairman of the Ways and Means Committee, expressed annoyance that no Republican from his committee had been named to the Delegation. In a March 1948 meeting with Winthrop Brown, Knutson criticized the department for its handling of both the GATT and ITO, complaining that the department had not kept Congress informed about the administration of the Act, had treated businessmen as “lepers” at Geneva, and had not invited any Republicans from Ways and Means to go to Havana. According to Brown, “He charged that the Department was simply trying to by-pass the Committee.” Knutson added that he did not see why hearings were necessary, for the department had nothing to gain except “to admit publicly that the program was a failure.”32

Supporters of trade liberalization both inside and outside the administration launched an all-out effort to sell the Trade Agreements Extension to influential special interests in the hope that they, in turn, would persuade Congress of its merits. This response, albeit last minute, illustrated the panic developing within the department and revealed the costs of the earlier failure to court and maintain alliances with these interests. From outside the government Clayton did what he could to help. He wrote letters to many business, labor, and farm leaders requesting their help in preserving the bill without crippling amendments. Along with other prominent Americans, he set up the Citizens’ Committee for Reciprocal World Trade to mobilize public support. He even went “door to door” in the Senate to drum up congressional support. But Clayton was not optimistic: “I think the fate of the . . . Trade Agreements Program will be settled . . . by the High Command of the Republican party.”33

In the hope of getting a better reception once the hearings began, the department tried to devise an approach to trade agreements that would meet congressional concerns while preserving the executive branch’s full authority to negotiate these agreements. Joseph Coppock suggested making the act permanent, permitting unlimited cuts but providing for congressional veto of whole agreements (similar to the “fast-track” approach used today). Although experienced State Department officials such as Harry Hawkins and Willard Thorp favored this “constitutional approach,” the suggestion was not approved.34 The department proceeded with its request for a three-year extension.

Congress, however, had a different notion of how it should handle the renewal. Between May 3 and May 8, 1948, the Subcommittee on Tariffs and Foreign Trade of the House Committee on Ways and Means held hearings on H.R. 6566, which, as noted above, gave the Tariff Commission the responsibility for making recommendations on proper rates of duty and provided only for a one-year extension of the Act.35 Although at first glance the proposed changes do not seem drastic, to many supporters of trade liberalization they seemed to have the potential to emasculate the act, reduce the State Department’s authority to control the process, keep the administration on a short leash, and send notice to other nations that Congress was not in step with U.S. efforts to lead multilateral trade liberalization. The bill represented the second time the 80th Congress had taken responsibility for foreign economic policy away from the State Department; the precedent was the development of the Economic Cooperation Agency to implement the Marshall Plan.36

The chairman of the House Subcommittee on Tariffs and Foreign Trade, Bertrand W. Gearhart, announced that to expedite matters the hearings would be held in executive session; only experts on the Act could testify, and the hearings would be closed to the public. Gearhart, like Knutson, believed Congress was entitled to closed hearings because the State Department had devised and negotiated its policies behind closed doors. Moreover, he noted, public hearings on the act had already been held in April and May, 1947.

The House hearings were a series of attacks on State’s policies and policymakers. In evidence of their lack of deference to the administration, the lead witness was not from the State Department or another executive branch agency. He was W. Wickliffe Rose, president of the American Tariff League and a well-known protectionist. It was not until the third day of hearings that administration officials were given the floor. Supporters of trade liberalization quickly responded, calling the hearings a “star chamber.” The Citizens Committee for Reciprocal World Trade announced that it would invite all interested parties to appear at public hearings held simultaneously with the executive session in Washington.37

Both the Senate and the House hearings revealed that the State Department’s strategy had engendered great mistrust. Repeating longstanding criticism, some opponents characterized American tariff policy as a pawn in the hands of diplomacy. The department, they said, had been allowed to abdicate its responsibility to American farmers, consumers, and manufacturers.38 They used this argument to show how little the State Department cared about domestic economic conditions. Opponents also criticized the failure to involve interest groups and Congress in framing policy. Senators said the department kept its policy development and negotiating process closed, which justified greater congressional scrutiny.39 To discredit the department’s policymakers, their support for freer trade was associated with being “soft” on communism.40 The RTAA was again linked to big business by Representative Gearhart, who stated that because big business had grown fat on protection in the past, it was now only fair to grant such protection to smaller business.41

The hearings revealed how poorly the rationale for the three instruments had been conveyed to Congress. House members accused the State Department of making the ITO a permanent trade agreements program. Some stated the United States would use the RTAA to commit itself to the ITO through the back door, and they feared the GATT was a little ITO. Finally, they implied the administration knew the ITO would never gain congressional approval, noting that although the ITO was ready, the administration was afraid to present it to the Congress.42 At the Senate hearings, Clayton explained that the GATT was not a mini-ITO and that authority to negotiate the GATT was “implied” under the Reciprocal Trade Agreements Act. He tried to show deference to the Senate and noted that the GATT covered only commercial policy and not matters that might be considered treaties, but Eugene Millikin and many of his Senate colleagues were not convinced.43

Supporters of the RTAA did refine their arguments, attempting to demonstrate that trade liberalization met the realities of 1948 America. The RTAA was linked to the ERP, with proponents arguing that the United States could not ask other nations to reduce trade barriers under the ERP while Congress was repudiating the trade agreements. Supporters also argued that the United States must encourage free enterprise in the world at large to further free enterprise at home and around the world. Finally, they stressed that without U.S. leadership of global efforts to liberalize trade, the world might return to autarky. Again, opponents were able to respond that existing trade agreements had not prevented statism or the spread of communism.44 They wondered how trade liberalization could make the world more stable.

Both opponents and supporters of the RTAA appealed to the interests of consumers. Opponents of the RTAA said consumers were ignored under the act, and an old populist argument for protection—that tariffs protect American consumers from foreign monopoly prices—also reappeared. The supporters of trade liberalization countered that all workers were as affected by high tariffs as consumers and that growing numbers of workers were dependent on exports.45 This argument revealed how little State Department officials understood the public’s view of tariff protection.

Although the Senate hearings were open, their tone was equally antagonistic to the Department of State and its program. Many of the arguments expressed in the House hearings were reiterated in the Senate. The RTAA’s supporters in the U.S. Government were on the defensive; Senate opponents accused them of sins ranging from ineptitude to betrayal of the national interest. Senator Millikin did not play the good cop this year; instead, he took the lead in condemning the policy and the policymakers. He argued that the administration was unsure what it was going to do with the RTAA, suggesting that even the State Department viewed the RTAA as unimportant. Senator Albert W. Hawkes said the department had procrastinated on the renewal legislation and that the administration thus was not committed to its own program. Clayton was forced to defend the administration’s steps to renew the act.46

The supporters of trade liberalization inside and outside the Government responded vigorously to these arguments. As before, they defined their strategy in terms of the national interest. Clayton said that “it is part of wisdom and statesmanship to arrive at a fair balance” of trade. He and others argued against giving the Tariff Commission greater authority, noting that the system had worked toward the national interest through an interagency process. “No concession is recommended unless it accords with the security interests . . . with the interests of agriculture . . . consumers, and more broadly, with the over-all foreign economic policy of the United States.”47 However, Clayton did not make his case by showing how these interests were reconciled.

Congress had a different concept of the national interest. It passed the Senate version of the Extension Act, which required the Tariff Commission to report to the president the lowest rate of duty that could be fixed on each dutiable item without causing or threatening serious injury to American producers. In addition to this “peril point” provision, the bill ended Tariff Commission participation in the negotiation of trade agreements and provided authority to negotiate trade agreements for only one year. As the bill revealed, Congress was determined to scrutinize membership in the proposed ITO as well as the relationship of the RTAA and the ERP. Both Houses wrote reports that state that the membership in the ITO must be reviewed in conjunction with renewal of the RTAA. The executive branch had been warned. President Harry S Truman signed legislation extending the Reciprocal Trade Agreements Act on June 26, stressing that the authority to negotiate trade agreements should not lapse.48 But State Department officials now acknowledged that Congress had gained greater control over trade policy and that their strategy for the ITO must reflect that fact.

Table 7. Some Prominent Proponents and Opponents of 1948 Hearings on the Operation of the Trade Agreements Act



	Some Proponents:

Agriculture: American Farm Bureau Federation, National Farmers Union, Dried Fruit Industry of California

Labor: International Ladies Garment Workers Union, Brotherhood of Railway Steamship Clerks, International Association of Machinists

Business: National Foreign Trade Council, Chamber of Commerce of the United States, United States Associates of the International Chamber of Commerce, National Council of American Importers, American Association of Port Authorities, H.J. Heinz Corporation, Spyros P. Skouras, president, Twentieth Century-Fox Film Corporation, New York, N.Y.

Prominent Republicans: Charles P. Taft, Jacob Javits

Prominent Advocates: Alger Hiss, Gerard Swope, chair of General Electric and chair of Citizens’ Committee for Reciprocal World Trade

Civic Groups: American Veterans Committee, Federal Council of Churches of Christ

	Some Opponents:

Agriculture: National Grange, California Walnut Growers Association, National Cooperative Milk Producers Conference, Mushroom Growers Cooperative of Pennsylvania, American National Livestock Association, National Council of Farmer Cooperatives

Labor: American Wage Earners Protective Conference, Amalgamated Lace Operatives of America

Business: American Tariff League, Rubber Manufacturers Association, Cotton Textile Institute, National Association of Wool Manufacturers, Vitrified China Association, National Renderers Association, Maine Sardine Packers Association, Candle Manufacturers Association, Synthetic Organic Chemical Association, American Glassware Association, National Association of Wool Manufacturers





Source: House Committee on Ways and Means, Testimony before the Subcommittee on Tariffs and Foreign Trade of the Committee on Ways and Means, on the Operation of the Trade Agreements Program, 80th Cong., 2d sess., May 1948, iii-vi; and Senate Committee on Finance, Hearings on H.R. 6566, An Act to Extend the Authority of the President under Section 350 of the Trade Agreements Act of 1930, as Amended and for Other Purposes, 80th Cong., 2d sess., June 1948, iii-v.

After their difficulties defending the RTAA, senior Truman administration officials decided not to waste their limited political capital on the ITO, and they postponed its presentation until the 81st Congress. They hoped that a Democratic victory would ensure a better future for their foreign economic policy objectives. Truman won the White House and Democrats regained greater control over the Congress.

By December 1948, ITO supporters had little to cheer them. Although Truman was vindicated by the election results, he had not received a mandate to proceed with trade liberalization. Moreover, his victory did not signal an energetic defense of the ITO. ITO proponents now had an organization to build support for the ITO, but it was neither well funded nor energetically supported. State Department officials were clearly pushing other priorities ahead of the ITO as it awaited formal presentation to Congress and a hearing date.

Clayton and Batt, the ITO’s most visible and tireless proponents, were not optimistic. Clayton, believing he had failed to preserve the integrity of the Trade Agreements Program, became increasingly concerned about the fate of the ITO.49 The next two years would show his concerns were well placed.
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Dead on Arrival: The Fate of the ITO, 1948–1951

In October 1948, members of the National Association of Manufacturers, a lobbying group of large and small industrial companies, met to discuss the ITO. Executive Curtis Calder compared the ITO, a code for global trade, with the development of a penal code in a small town: One of its citizens said he wanted to be free to commit murder on Mondays, a second said that he wanted to commit larceny on Tuesdays, and a third said he wanted to commit arson on Wednesdays and Fridays. Calder concluded that no Americans would want to live in such a town with so many exceptions to the rules. But Wilbert Ward of the National City Bank (today’s Citibank) criticized the analogy, noting that he didn’t know any other world we could move to.1

Such a lack of enthusiasm for the ITO did not, however, mitigate the fact that twenty-three nations, including the United States, had already reduced their trade barriers.2 In 1948, eleven other nations announced that they too desired to accede to the GATT. And the White House wanted that success to continue.

As the ITO remained on hold, senior Truman administration made a three-year renewal of the RTAA a priority. The hearings on the sixth renewal of the act showed the limits of their commitment to the ITO.

The hearings, which began in February 1949, were a milestone for supporters of multilateral trade liberalization. A fragile coalition of business, labor, education, and community leaders expressed support for trade liberalization as a means of maintaining the nation’s economic health and as a tool for preventing the spread of communism overseas. But congressional countenance of trade liberalization as a policy objective did not translate into congressional or public approval of the specific mechanisms of the GATT or the ITO. Republican members also used the hearings to criticize the administration for not submitting the ITO charter to Congress at the same time the RTAA was under consideration.3

By the time President Truman submitted the final charter to Congress in April 1949, public attention was focused on the threat of strikes at home and the spread of communism overseas. Moreover, the final charter was long and complex. Few Americans could be enticed to read it; fewer still must have understood it. Most Americans did not believe they had much to gain or to lose from this innovation. Many influential business leaders, a key special interest constituency, did not support the ITO.

When the House finally held hearings on the ITO in 1950, perfectionists and protectionists forged an informal coalition to oppose the measure.4 Because the ITO’s supporters had not effectively made a case for it with the American people, the voices of its opponents drowned out its many advocates in business, civic associations, labor unions, and farm groups. The House hearings, however, did not kill this policy mechanism. The ITO was actually dead on arrival on Capitol Hill, where few Americans were interested in its revival.

Congressional Support, International Events, and the Fate of the ITO

Although the Democrats were in control again, the 81st Congress was not amenable to executive branch innovation. Nor were its members greatly supportive of multilateral initiatives, especially those held over from the Roosevelt administration.5 The new Congress had its own interests and agenda, and trade policy was not high on its list. Red-baiting was, however, after Elizabeth Bentley and Whittaker Chambers charged that high administration officials had been members of Communist spy rings. Members of Congress recognized that the hearings on these allegations were likely to attract a great deal of attention and make or break some congressional careers. Among the accused Communist spies was Alger Hiss, who had worked in the Department of State on United Nations affairs. In his position as head of the Carnegie Endowment for International Peace, he had helped to gain outside support for the 1948 extension of the RTAA. His association with the ITO was minor, but in the heated environment of the early cold war, it was enough to damage both the ITO and its supporters.6

President Harry S Truman responded to these accusations with conviction, describing congressional concerns as misplaced, calling the accusations a “red herring,” and urging Congress to deal with the very real problem of inflation. But his remarks did not dissuade the public, a majority of whom supported congressional investigations of “fellow travelers” in the executive branch. The accusations against Hiss fueled a growing perception that freer trade and multilateralism were policies deliberately designed by Communist sympathizers within the government to benefit the United States’ cold war adversaries. Although the Soviets had in fact condemned the ITO, some special interest groups and members of Congress used the Hiss accusations to criticize the RTAA and later the ITO. After the Soviets exploded an atomic bomb in September 1949 and Hiss was found guilty of perjury on January 21, 1950, distrust of internationalist idealists grew. Red-baiting became a lens through which members of Congress, as well as average Americans, viewed policy innovations.7 Many Americans now believed there was something drastically wrong with the foreign policies developed under Dean Acheson and other “New Deal liberals” and were leery of further New Deal international initiatives.

As foreign policy became more important, Congress was determined to obtain greater control over the growing number of programs and policies. The budget estimates for international affairs and finance in fiscal year 1948-49 came to about $7.2 billion, or some 18 percent of the entire national budget. The State Department, as well as over forty other departments and agencies, had acquired substantial new responsibilities in the nation’s expanded international activities. Congress, which had never been fond of the State Department, was not prepared to open its pockets to fund many of the Department’s initiatives. Congress used the power of the purse to ensure a modicum of State Department obeisance to congressional will and intent.8

Although the mood on Capitol Hill worried the Truman administration, they proceeded in an ad hoc manner. Inside the White House and the State Department, officials could not agree on the strategy for gaining congressional support of the Trade Agreements Act, the GATT, and the ITO.9

In May 1948, Undersecretary of State Robert A. Lovett urged the administration to postpone congressional consideration of the ITO, however, Lovett wanted to engage in battles over other priorities first. Not all of Truman’s staff or the State Department shared Lovett’s priorities.

Some administration officials had a different game plan, one more supportive of the ITO. On May 26, George M. Elsey, a White House aide, wrote to Special Counsel Clark M. Clifford, “The President doubtless has the legal right to retain the Charter . . . but I do not see that he has the moral right . . . . Can the President now say to the world . . . we aren’t interested in the ITO?” David Bell, administrative assistant to the president, noted that if the charter were withheld, some opponents might presume the president “was hiding the results and not submitting them to the public.” Despite the opposition of White House insiders Elsey, Bell, and Charles Murphy, also an administrative assistant to the president, the White House approved Lovett’s recommendation.10 But the debate over the ITO’s fate continued.

At the end of 1948, officials did firm up several aspects of their strategy for the congressional hearings.11 They decided that the State Department should handle the bulk of the hearings, on the assumption that other agencies might not “come through” for the ITO. This decision hurt the ITO. By keeping the work in State, they appeared to have alienated trade officials in other agencies such as Agriculture, Treasury, and Commerce and to have made it more difficult to present the ITO as a measure devised by all of these agencies in the national interest. Moreover, this strategy put additional burdens on the already overworked trade and public relations staff at the State Department. Officials also decided to leave the direct lobbying activities to their friends outside the government. As staff member Norman Burns noted, members of Congress should not be left with the impression that State had hired a high-class lobbyist “to work on them.”12

State Department officials did not take advantage of the delay in presenting the ITO to Congress to build public support. They continued to take public support for granted. As Joseph Coppock wrote his superiors, “The informed and opinion-making public is aware of the ITO and generally in favor . . . . The energies of our limited group should not be spent at this time lecturing to public groups . . . . The situation may call for such a public effort at a later stage.”13 Presumably this later stage would come before congressional action.

Although the appointment of Dean Acheson as secretary of state in January 1949 raised the hopes of ITO proponents, their optimism was quickly dashed. Acheson had more pressing foreign policy priorities than this mechanism.14 Like his boss, President Truman, Acheson knew when to cut his sails to fit the prevailing political wind. Both men couched the ITO in pretty words, but neither would use his political chits to gain its passage.

The first evidence of the administration’s congressional strategy for the ITO and the GATT came in January 1949. In his state of the union address, President Truman requested that Congress approve the ITO Charter, and he recommended restoration of “the Reciprocal Trade Agreements Act to full effectiveness” with extension for three years. The second round of the GATT was scheduled to begin at Annecy, France, in April 1949; the administration needed renewed authority immediately. Trade policy officials redirected their attention to ensuring that the RTAA was extended: the Ways and Means Committee scheduled hearings on HR 1211, which was designed to correct the 1948 extension by getting rid of peril points, to return the tariff commission to the interagency process, and to provide for three years of trade liberalization authority.15

Some members of Congress made it clear that they believed that the RTAA and the GATT should be the administration’s trade policy priorities. Senator Walter F. George, Chairman of the Finance Committee, warned Truman that the ITO and the RTAA must not be presented at the same time. He feared that Senator Millikin would stretch out the trade agreements hearings until the Presidential authority expired, preventing the administration from negotiating further trade agreements. Acheson warned his staff, “Please see that there is no slip-up.” Taking this message seriously, the administration again decided to postpone congressional consideration of the ITO in an effort to push through renewed authority under the RTAA.16 The ITO bride was becoming a bridesmaid to the GATT.

But the administration did firm up its congressional strategy for the ITO. On March 28, 1949, Acheson met with the president, Vice President Alben Barkley, Senator Scott W. Lucas, and Majority Leader John W. McCormack. The president decided that the ITO matter should go before Congress in two bills: one authorizing U.S. participation in the ITO, and the other providing for the necessary changes in U.S. legislation. The first of these bills would be sent to the Foreign Affairs and Foreign Relations Committees; the second, to the Ways and Means and Senate Finance Committees. Acheson delegated his assistant secretary for congressional relations, Ernest Gross, to handle the ITO bills, but made it clear that the Trade Agreements Program must come first. As a result, the ITO bills were not forwarded to Congress until later that year. On April 15, Will Clayton met with Senator George. Although the senator admitted he had once recommended postponing the ITO, he now said that “in view of the long delay . . . we should go ahead and present the charter to the Congress.” Clayton then asked Senator George to serve as the leading advocate for the charter to counterbalance the knowledgeable opposition of Senator Millikin. But Senator George, unwilling to crawl out on that limb any further than the administration had, respectfully declined.17

Senator George’s lack of enthusiasm for the ITO was shared by many members of Congress. None of Truman’s allies on Capitol Hill wanted to lead the charge for the ITO Charter. They had already carried the ball for him on unpopular issues such as civil rights or Taft-Hartley legislation. The ITO’s day on Capitol Hill would have to wait for the Trade Agreements Extension and other priorities.

The 1949 hearings on the Trade Agreements Extension Act took longer and were more difficult than administration officials expected. Although the House passed the bill on February 9, the Senate did not vote until September 15. Despite support on both sides of the aisle, the hearings were again contentious.18 In contrast with past hearings, assistant secretaries and office directors, not senior officials, provided the main defense, a decision that hurt the RTAA as well as the ITO.

Assistant Secretary Willard Thorp, who was now in charge of the department’s international economic policies (responsibilities that had been previously handled by Undersecretary Clayton), took a dispassionate approach to the trade hearings. He would not embellish his answers with his own convictions but answered only with dry facts that seemed to reflect a lack of enthusiasm for the trade policy mechanisms at issue.19

Congressional concerns echoed many of those expressed in the 1948 hearings. Some witnesses complained that low tariffs forced American workers to compete with slave or low-wage labor, that the State Department was secretive and bungling, and that it was determined to close American factories and lower the nation’s standard of living. Opponents linked their criticism of the RTAA to the European Recovery Plan (ERP), stating that both programs were misguided. Some members noted that the GATT, building on the RTAA, was in fact a little ITO.20 After administration witnesses argued that U.S. producers were, in fact, protected by the escape clause, opponents complained that the escape clause was worthless and that the administration’s policies subsidized America’s economic competitors.21

Republican members used the hearings to link the Democrats’ policy innovations to Communist machinations and thus discredit the policies as well as the policymakers. Representatives Daniel A. Reed and Thomas A. Jenkins expressed concern about the Truman administration’s failure to disclose the records of the Interdepartmental Committee on Trade Agreements, arguing that it was unconstitutional to withhold information from Congress on the rates of duty reductions to be recommended. After Truman decided that such records should not be disclosed, the two representatives used this decision to condemn the State Department and link it to Communist intrigue, accusing it of withholding information developed by and for the benefit of “fellow travelers,” a term for Communists.22 Echoing these thoughts, Senator George W. Malone argued that the department was “trying to undermine the basic economic structure of this country” and lower the U.S. standard of living, a process he described as “the third and final step of this very clever . . . program to . . . distribute the wealth of this Nation throughout the world.”23 Brown and other ITO advocates did not honor these allegations by refuting them.

At the Finance Committee’s hearings, Senator Millikin took the lead in skewering the administration’s proposals. He loved the arcane aspects of the law and used his experience on tariff policies to challenge the administration. Winthrop Brown, and to a lesser extent Assistant Secretary Thorp, carried the department’s main line of defense. They found the senator an effective quarterback, frequently scoring in his criticisms. Millikin spent days scrutinizing the RTAA, the GATT, and the ITO and questioning the need for three mechanisms to achieve trade liberalization. With Senators Robert A. Taft and Owen Brewster, he condemned the department’s policies; they claimed that the one-year extension of the RTAA in 1948 had been designed so that Congress could consider the RTAA, the GATT, and the ITO together. Millikin repeatedly asked why the ITO was withheld. The administration, he said, was using “a Judas goat to bring this country into the ITO without proper Congressional authority.”24

Table 8. Some Prominent Proponents and Opponents of 1949 Hearings on the Operation of the Trade Agreements Act



	Some Proponents:

Agriculture: American Farm Bureau Federation, National Farmers Union, Dried Fruit Industry of California

Labor: American Federation of Labor, Congress of Industrial Organizations, American Watch Assemblers

Business: National Foreign Trade Council, W.R. Grace, National Council of American Importers, Chamber of Commerce of the United States, United States Associates of the International Chamber of Commerce, H.J. Heinz Corporation

Prominent Republicans: Charles P. Taft, Senator Ralph Flanders

Prominent Advocates: Senator Virgil Chapman, Gerard Swope, chair of General Electric and chair of Citizens Committee for Reciprocal World Trade

Civic Groups: Peoples’ Lobby, American Veterans Committee, Federal Council of Churches of Christ

	Some Opponents:

Agriculture: National Board of Fur Farmers, National Grange, California Walnut Growers Association, National Cooperative Milk Producers Conference, Mushroom Growers Cooperative of Pennsylvania, American National Livestock Association

Labor: Atlantic Fisherman’s Union, American Wage Earner’s Protective Conference

Business: American Tariff League, Rubber Manufacturers Association, Cotton Textile Institute, National Association of Wool Manufacturers, Vitrified China Association, National Renderers Association, Maine Sardine Packers Association, Candle Manufacturers Association, Synthetic Organic Chemical Association, American Glassware Association, American Paper and Pulp Association

Prominent Opponents: Senator Leverett Saltonstall





Source: House Committee on Ways and Means, 1949 Extension of the Reciprocal Trade Agreements Act Hearings on H.R. 1211, a Bill to Extend the Authority of the President under Section 350 of the Tariff Act of 1930, as Amended, and for Other Purposes, 81st Cong., 1st sess., Jan. 24-Feb. 1, 1949, iii-vii; and Senate Finance Committee, Extension of Reciprocal Trade Agreements Act: Hearings on H.R. 1211, an Act to Extend the Authority of the President under Section 350 of the Tariff Act of 1930, as Amended, and for Other Purposes, 81st Cong., 1st sess., Feb. 17-23, 1949, iii-vii.

State Department officials were not prepared to defend the administration’s strategy for postponing the ITO. As a result, the Senate hearing became a referendum on the ITO as well as the GATT and the RTAA. Millikin was determined to show that the three mechanisms were connected morally and legally, but he mistakenly concluded the administration was fully committed to the ITO, noting that “the GATT is the tail to the ITO dog.” Brown twice hinted that the department was willing to abandon the ITO, virtually conceding its demise. “The general agreement is so set up that it can stand on its own feet . . . . If the ITO does not come into being there will be consultation to see what should be done with the general agreement . . . . We would ask the Congress to make changes . . . to permit us to make this agreement definitely effective.”25 But this late-breaking conciliatory approach failed. Although the administration showed its willingness to toss the ITO to the congressional sharks, Millikin did not take the bait. Because Brown and other ITO advocates did not effectively explain why a more substantive ITO—as well as the GATT—was needed, this became the Senate’s final hearing on the ITO.

Although supporters had a growing sense that the ITO was dead, the hearings were a watershed for multilateral trade liberalization. The policy was made acceptable to the American polity based on a belief that trade liberalization could help prevent the spread of communism overseas and keep the U.S. economy prosperous. Policymakers found they could accommodate protectionist special interests, maintain the support of freer traders, and achieve the broader goals of trade liberalization by making concessions to protectionist interests and members of Congress. But this tentative consensus did not lead to agreement on the policies and mechanisms to achieve multilateral trade liberalization.26

The consensus on multilateral trade liberalization was fragile also because it was built on an inherent contradiction. The consensus first took shape when representatives of protectionist special interests and members of Congress repeatedly stressed that they supported freer trade but that the situation of specific sectors merited protection. These sectors often justified their exemption from freer trade with a defense rationale, a popular argument in those years. When policymakers developed concessions to accommodate the sectors, many ITO supporters were concerned, although they recognized the need to compromise domestically to move ahead internationally. The development of the compromises ensured that multilateral trade liberalization would not be “pure,” as sector-specific protection was patched onto the broader trade policies.27

Despite their success at achieving this consensus, State Department officials continued their charade of trying to get congressional approval for the ITO. After discussing the legislative schedule with key members of Congress, the president finally submitted the charter to Congress in April 1949, some thirteen months after its final negotiation.28

Truman used two principal arguments to justify congressional approval: the need to order international economic relations and the need to support international cooperation (and a stable world order) through the United Nations. But these arguments were not designed to convince the public or Congress that the ITO was a policy priority. Using blunt and repetitious rhetoric, the architect of the “Fair Deal” stressed the charter’s innovative nature, twice describing it as “progressive” and as a step forward. Truman also linked the ITO to the ERP, noting that ERP “will be only partially realized unless we achieve a vigorous world trading system.”29 But his arguments were ill suited to the political realities of 1949. He did not explain how the ITO could achieve a vigorous world trading system when so many nations were short of dollars and had nothing to sell the United States and when other nations appeared so firmly opposed to freer markets in their home country. Moreover, his speechwriters did not root the ITO in long-standing U.S. economic and legal principles of equity, competition, and openness. It is not surprising that the charter appeared alien to many Americans, including members of Congress. At a time when many Americans believed international cooperation was a failed policy and perceived that the U.S. system was threatened by Communist regimes, Truman’s arguments for the ITO were ineffective.

The president’s presentation of the ITO charter to Congress contrasts with his presentation of the UN Charter. Clearly, the two instruments are very different and merited different introductions. But Truman personally delivered the UN Charter to the Senate, whereas the ITO received a speech some thirteen months after the final charter negotiation. Moreover, he made it clear that Congress must take the UN Charter as negotiated. “The choice before the Senate is now clear. The choice is not between this charter and something else. It is between this charter and no charter at all.” Although the Congress faced a similar choice in the case of the ITO, Truman did not make a similar warning.30

Congressional delay followed the president’s procrastination. On May 3, 1949, Judge John Kee, chairman of the House Foreign Affairs Committee, finally introduced House Joint Resolution 236, which provided for membership and participation in the ITO. But the minimum wage legislation, not the ITO, was the congressional priority in August.31 The ITO bill had to wait.

The administration continued to make its foreign policy priorities clear to members of Congress. When Acheson testified in executive session on June 22, 1949, he left the Chairman of Senate Foreign Relations a memorandum on the administration’s priorities. Although he stated that these priorities referred “to the timing of the consideration of the legislation and not to relative importance,” it was clear what he meant. The ITO was not among the items for which the department urged “early consideration.”32

William Batt went to Clayton urging him to gain top level support to set an immediate hearing date for the ITO. In June, Clayton called on Acheson, who reassured him that the administration would tell its allies on Capitol Hill that ITO hearings should start immediately.33 But Acheson was giving a different message to the administration’s friends on Capitol Hill.

State Department officials continued to work on gaining congressional and public approval of the ITO. In November, the department established a strategy board on the ITO, which recommended that the staff concentrate on “Congressional . . . cultivation” and on missionary work with civic, union, agricultural, and business groups. These officials worried about having a consistent governmentwide position on the ITO, fearing that Commerce Secretary Sawyer’s “indifference showed evidence of permeating down to Commerce’s technical people.” Although they persevered on the ITO’s behalf, growing numbers of officials acknowledged that the ITO was a lost cause.34

As the ITO awaited a hearing date, Assistant Secretary Thorp was given the responsibility of getting the ITO through Congress, but he was also directed not to work too hard on its behalf. At a November 23, 1949, meeting with Undersecretary of State James E. Webb and other senior officials, Thorp was told that the ITO’s establishment must be “put in the proper perspective . . . . In dealing with the public and the Congress we must not give the impression that the Charter will answer the critical requirements.” A senior congressional staff member warned State Department officials that the ITO was too “controversial” and “might well prejudice” the fate of other foreign policy measures. The ITO’s opponents concluded that the administration was not deeply committed to the ITO, and they began to exploit the administration’s delay and congressional inaction to oppose the ITO.35

As a result of the failure to push for hearings on the ITO, some of America’s trading partners began to question the U.S. commitment to multilateral trade liberalization. State Department officials were forced to reassure other ITO nations that the ITO and the GATT remained central to the administration’s foreign policies.36 But many foreign diplomats were not convinced, because the United States seemed perfectly willing to abandon freer trade policies when it seemed politically expedient.37 Their doubt about U.S. intentions had been growing since 1947, and this threatened the success of the next round of GATT negotiations.38

Some thirty nations, including eleven new contracting parties, sent delegates to Annecy, France, to begin the second round of GATT negotiations. Despite their considerable success in enlarging the international aegis of the GATT, American negotiators operated at a great disadvantage, because of their charade of support for the ITO and the GATT, as well as the delay in obtaining congressional approval of the sixth extension of the RTAA. When the British delegation wanted to bring into force the provisions of the Havana Charter governing international commodity agreements, the United States had to withhold approval. Delegates from other nations wanted “to use the machinery of the contracting parties” to prevent the world from being split into dollar and nondollar camps. The ITO was clearly designed to act on this sort of problem, but if U.S. officials encouraged recourse to the ITO, they would again be acting without congressional approval.39 Moreover, although negotiations among the Contracting Parties (GATT members) were concluded in August, American negotiators could not sign the bilateral agreements under the GATT, for Congress had not given the executive branch the go-ahead for the Annecy negotiations. The United States had to mount “a strenuous diplomatic effort” to postpone the signing date to October 10, five days after Congress finally extended the RTAA. According to the delegation’s capable leader, Woodbury Willoughby, these problems resulted “in a definite impression which could not entirely be dispelled, that the United States is withdrawing from the position of leadership” in developing the GATT and the ITO.40 As foreign officials perceived the United States as less committed to the principles and mechanisms it had espoused since the war, they were less willing to bind their nations’ economic future to such principles.41

Members of Congress and their staff showed that they had their own agenda. On November 29, Foreign Affairs Committee staff informed the State Department that the ITO would be the first new item of business on its agenda in 1950, but no date for these hearings was finalized.42 Throughout 1950, the date for ITO hearings was repeatedly postponed, reflecting the lack of interest on the part of the executive and legislative branches.43

The Power of Delay

State Department officials, nevertheless, began to seek advice from members of Congress on how to handle these hearings. Because they sought that advice from traditional friends of freer trade rather than its opponents, they again missed an opportunity to disarm the opposition. Representative Jacob Javits stressed that the department must “make clear that the Charter wasn’t going to hurt anybody in the United States; . . . that we should have good answers on the effect of the ITO on our agricultural policy[;] . . . that we make sure to satisfy any real or fancied special interests of members of the Committee before the hearings started.” 44 Department officials listened to his advice and remained focused on special interests.

In their talks with business leaders, State officials discovered that several members of the business community preferred the GATT as the key mechanism for achieving trade liberalization. For example, Mr. Campbell of the United States Chamber of Commerce told Carl Corse that the Chamber would accept the ITO if it consisted only of chapter IV (the section on commercial policy.) Other business groups used the RTAA hearings as well as private meetings to suggest this policy alternative. However, State Department officials continued to argue that the GATT could not stand without the larger framework of the ITO.45 They gave the business groups no indication that this was, in fact, their strategy, continuing the facade of support for the ITO.

These efforts did not advance the ITO on Main Street, Wall Street, or Capitol Hill. Winthrop Brown made one last stab at getting visible top-level support, calling George M. Elsey at the White House to complain that even Democrats were not coming through for the administration. “So many Democrats fail to come to meetings that a quorum is not present . . . . Furthermore, Judge Kee is now talking about taking up several ‘non-controversial’ . . . bills before turning to ITO. This means even less time would be available for ITO hearings . . . . To make matters worse, these dilatory tactics on the part of the House Committee have made many prospective witnesses restless.” Elsey recommended that the president reemphasize his support for the ITO to the congressional leadership. On February 9, the president asked his secretary of state what the ITO’s chances would be in Congress. When Acheson replied that its chances were doubtful, Truman said he thought “this even more reason for making the most vigorous efforts.” But the president was unwilling to actively take part in its defense.46

Lacking full administration support, developments on the Hill continued to go against the ITO. When Senator Millikin threatened to transfer the ITO to the Senate Committee on Finance, Senator George, chair of the Committee on Foreign Relations, appeared unwilling to challenge this move. The press and public correctly interpreted this lack of interest as evidence of the administration’s lack of commitment to the ITO.47 Some of the ITO’s allies began to criticize the administration’s strategy in public. The clerk of the House Ways and Means Committee wondered why the ITO had not gone first to this committee, with its thirteen members “ready to go down the line for you on . . . a logical extension of the Trade Agreements Act.”48

A bad situation on Capitol Hill kept getting worse. On April 12, Elsey wrote to his boss that Judge John Kee, Chairman of the House Foreign Affairs Committee, finally had scheduled hearings on the ITO. “This action . . . raised the hopes of the ITO boys in State to a new high, only to have them disappointed by Senator Lucas’ failure to include ITO on the “must” list for this session.”49 Acheson urged the president to speak with Senator Tom Connally about his views that the ITO should be enacted as soon as possible, and he warned that “Senators Ives, Millikin, and Lodge have been vocal in suggestions that the department should have consulted the Republicans in the Senate . . . . Republican opposition to the Charter bids fair to be both loud and voluminous.” The Republican strategy was clear: they would insist that the ITO be reviewed by the Congress as a treaty, solely within the Senate’s jurisdiction. Moreover, they proposed that Secretary Acheson delay action on the ITO as a goodwill gesture to bipartisan foreign policy. Senators Millikin, Brewster, and Homer Ferguson had already placed several comments to this effect in the Congressional Record.

On May 3, Acheson told the president that Judge Kee was a sick man who was already having a difficult time managing his own committee. Acheson advised Truman to commend Judge Kee “on his willingness to go ahead with the ITO hearings even in the face of strong Committee opposition” and to show his support by prodding the Democrats to attend the hearings. Truman restated his support for the ITO in Fargo, North Dakota, during his “report to the people” on May 13, and on May 22 he told Undersecretary Webb that the State Department should still press for the ITO.50 He, however, remained unwilling to invest his administration’s political capital on the new policy.

The ITO had not been helped by the two years of delay. Its comprehensive approach to trade policy now seemed naive and impractical. It became even harder for Clayton and Batt to get business support in their efforts to market the ITO. Clayton had to loan the Committee money to continue its efforts. By the end of 1949, the Committee for the ITO had to reduce its staff by 50 percent. With only two full-time staff members and no firm hearing date, the Committee found it difficult to map out an effective strategy for marketing the ITO.51 As a result, the Committee was unable to counter the cumulative force of opposition arguments, public apathy, public suspicion of internationalism and big bureaucracies, and long-standing support for sector-specific protection.

The ITO’s Final Hearing

Some two years after the final charter was signed, hearings finally began on April 19, 1950. The House hearings were well attended, but not by members of Congress. Witnesses often testified in front of crowds of representatives from special interest groups, with only two or three members of Congress present at a time. When Paul Hoffman, who headed European recovery efforts, came to testify, he waited for thirty-five minutes. Only one member of Congress showed up. Congressional supporters did what they could: Representatives Javits and James G. Fulton went out of their way to support both the ITO and the State Department, and the Democratic membership of the Committee on Ways and Means issued a statement in support of the ITO on April 28. But these actions were not enough to counter the well-framed arguments of the opposition, to compensate for the lack of administration interest, or to attract public interest in the ITO.52 After several days of testimony, Chairman Kee decided to end his role in the charade. To speed up the hearings, he asked additional witnesses to file statements instead of appearing.

Two years of waiting for the hearing had given the State Department plenty of time to rehearse its arguments in support of the ITO and to rebut criticism. Despite such preparation, the rebuttals were relatively unsuccessful. ITO supporters attempted to make their case by arguing that opponents generally accepted the objectives of trade liberalization but rejected the specific measure. They criticized the opponents for proposing no alternative mode to achieve the objective of international trade expansion, but this argument did not make the very complicated ITO any more appealing.53 ITO proponents did try to make positive arguments, noting how the ITO could have a constructive impact on world trade, that the ITO was rooted in U.S. principles of equality and openness, and that it would help retain trade in private hands. These arguments were too obscure. Only gradually could the ITO benefit the economy as a whole, whereas it could immediately hurt the farmer, worker, or business executive affected by foreign competition.54 It is not surprising that only a few members of Congress were persuaded to go out on a limb in favor of the ITO. It held little appeal for them: it couldn’t guarantee jobs or income to their districts.

In contrast, the arguments advanced by the ITO’s opposition had greater political resonance because they were rooted in American economic tradition, in economic self-interest, and in current world events. Opponents stressed that the ITO was not in the U.S. interest, that it was inconsistent with U.S. practice, and that its many exceptions would render it ineffective. One of the most prominent arguments against the ITO was that it would surrender U.S. sovereignty to an international organization. At first glance, which is how many Americans saw the charter, it did appear that the United States was giving some of its authority to the ITO. ITO opponents pointed to Article 9, under which they said the ITO could direct the U.S. government to promote American economic development, and Article 11, which they said allowed the ITO to interfere with U.S. employment policy. For example, speaking on behalf of the American Bar Association, Albert Barnes warned, “The ITO is in effect an international constitution but it contains no bill of rights . . . and a firm commitment to rest control of our national resources and regulations of our international trade, with an international executive board in which the United States has 1 vote of 18.” In questioning, Barnes admitted that he had similar concerns about the RTAA, but “these agreements do not control our domestic law.” In short, to Barnes, the ITO not only ceded congressional authority to an international body but it also took away individual rights for review in the courts.55 Although supporters argued that the ITO could not compel the United States to follow its decisions, these criticisms gained considerable support among business and labor leaders. Opponents also argued that the ITO would be a huge international bureaucracy engaged in international planning. Although proponents stated that the ITO’s job would be to persuade government not to take various actions affecting trade, it was hard to convince opponents that by codifying exceptions the ITO was not condoning government intervention in trade.56

Opponents also used the ITO’s commitments on full employment to show that the ITO was inconsistent with U.S. economic practice.57 They argued that full employment was a code word for government intervention and state planning. In fact, the charter contained no commitment to assure employment but directed members to take action in a manner appropriate to each nation’s economic culture. Although proponents attempted to reassure the concerned public that the federal government would have no greater responsibility than that already mandated in the Employment Act of 1946 (or in the United Nations Charter), opponents argued that the ITO required the federal government to intervene to maintain employment.58 Some witnesses forcefully seized on the charter’s provisions governing state trading to argue that the charter condoned and encouraged state trading, the antithesis of the U.S. free market system. At a time of anticommunist fervor and antipathy to the growth of government intervention in the economy, such arguments gained considerable support.59

Opponents also made a strong case that the charter was hypocritical and unrealistic. For example, the charter appeared to permit intergovernmental commodity agreements but to forbid restrictive business practices. Why were international agreements to create an ordered world for coffee producers acceptable, whereas steel manufacturers could not form cartels to order their markets? ITO opponents also argued that the charter was riddled with exceptions. Although the exceptions were justified on the grounds that they were transitional measures to help ITO members recover from the economic impact of the war, opponents did not see them as transitional; they stressed that the charter condoned these exceptions and made them permanent.60

The House hearings were not followed by Senate hearings. Tom Connally, Chairman of the Senate Foreign Relations Committee, refused to establish a hearing date. He wrote Clayton that “five of our members are on the sub-committee handling the charges made by Senator McCarthy. . . . Even some of the Democrats feel . . . it would be unwise to undertake consideration.”61

Ironically, the administration had not yet decided how to abandon the ITO without renouncing its underlying objectives. On May 26, 1950, White House aides Elsey and Charles Murphy met with Brown and Florence Kirlin of the State Department. They concluded it would be better to press the ITO to a vote in the House even at the risk of defeat on the floor. The president asked Judge Kee to report the ITO out of the Committee, but he never did.62 On August 10, Judge Kee wrote to Truman about the hearings, noting, “Those favoring our adherence to the ITO predominated heavily . . . . Regrettably, it seems clear that pressure of other urgent business, and particularly legislation of an emergency nature, has made it impossible for the Congress to act upon the bill . . . before the contemplated date of . . . adjournment . . . . It would appear that our wisest course seems to be to reserve this important legislation for . . . next session, or later this year.” The president wrote back on August 14, “I think we should keep on working at it.”63 But by this time even Clayton advised the department to drop the ITO.

In light of the attitudes of senior Truman administration officials toward the ITO, one must wonder why junior and mid-level officials such as Winthrop Brown, John Leddy, Joseph Coppock, Woodbury Willoughby, J. Robert Schaetzel, David Bell, and George Elsey, continued to work so hard on the ITO. First, they believed that a longer-term and more comprehensive approach to foreign economic policies was the only way to ensure a healthy U.S. and global economy. Moreover, many had begun their careers at State, had worked beside Harry Hawkins, Clair Wilcox, and William Clayton, and were devoted to the ideals that motivated the illustrious careers of these three men. Although these officials recognized that the world had changed (they would work just as hard on the GATT, the ERP, and other foreign economic policy mechanisms), they were understandably reluctant to give up on something that they believed in so strongly. Moreover, they did not drive America’s foreign economic policy, and they had been directed to persevere. In the unstable political environment of the early cold war, policymakers with the best of intentions often stumbled.

The End of the ITO

At the end of 1950, State Department and White House officials finally decided how to end the pretense of full support for the ITO. On November 10, John Leddy drafted a memorandum for the president. “The ITO is no longer a practical possibility . . . . The need for a trade organization, however, is a matter of urgency. The international administration of the trade-agreements program will bog down unless we can set up a permanent international body . . . . We should drop the ITO and instead . . . seek from Congress, in connection with the renewal of the Trade Agreements Act, authority to participate in the establishment of an appropriate international organization under the General Agreement . . . . If Congress takes these actions, we will have managed to make effective . . . substantially all of the major parts of the ITO Charter . . . . There is . . . reason to believe that certain influential groups which have opposed the ITO . . . would support the addition of appropriate organizational provisions to the Trade Agreements Act if the ITO were withdrawn.” On November 21, when Acheson presented this proposal to the cabinet, all members present concurred with the abandonment of the ITO.64

But trade policy officials were not ready to announce the demise of the ITO, recognizing that the status of the ITO could cause problems for the third round of GATT negotiations at Torquay. As a result, senior U.S. officials gave some of their allies misleading information on the status of the GATT and the ITO. During and after the House hearings, American diplomats tried to persuade other governments and international organizations that the United States would not abandon the ITO.65 In August 1950, the State Department told Canadian trade officials that the administration would continue to push for the ITO but also asked the Canadians to call for the strengthening of international GATT machinery.66 Meanwhile, the administration began to downplay the ITO in public statements.67

In December 1950, the rumors about the ITO were found to be true. A press release from Torquay stated, “The President has agreed that the proposed Charter for an International Trade Organization should not be re-submitted to the Congress.”68 In a message to the British, Winthrop Brown wrote, “the U.S. Government proposed . . . to build on the G.A.T.T. and give it a rather more permanent organization which could function between the sessions.” The British responded positively to this approach, recognizing that “there will be less resistance to the idea of American adherence to an already functioning body . . . than to the idea of the U.S. joining yet another abstruse international economic organization.”69

Table 9. Some Prominent Proponents and Opponents of ITO



	Some Proponents:

Agriculture: American Farm Bureau Federation

Labor: Congress of Industrial Organizations, United Automobile Workers

Business: National Council of American Importers, American Cotton Shippers Association, Motion Picture Association, International and Comparative Law Section of the American Bar Association

Civic and Religious: The Brookings Institution, League of Women Voters, Committee for Economic Development, National Planning Association, Lutheran Church, Baptists of the United States, American Unitarian Association

	Some Opponents:

Agriculture: California Walnut Growers

Labor: American Wage Earners Protective Conference

Business: National Foreign Trade Committee, National Economic Council, American Tariff League, American Bar Association, National Association of Manufacturers, Illinois Manufacturers Association, Export Managers Club of Chicago, Rubber Manufacturers Association, Independent Petroleum Association of America




	Organizations supporting GATT, but not the ITO at the Hearings:

National Foreign Trade Council, Chamber of Commerce of the United States





Source: House Committee on Foreign Affairs, United States in the International Trade Organization, Hearings on H.J. Res. 236, A Joint Resolution Providing for Membership and Participation by the United States in the International Trade Organization and Authorizing an Appropriation Therefor, 81st Cong., 2d sess., Apr. 19-May 12, 1950.

The ITO was now officially dead, even though some U.S. government officials had not given up hope that it might yet again be revived and presented to Congress. Yet many of these officials found it difficult to admit that they had abandoned the ITO. Their compromise solution enabled them to kill the ITO without wielding the murder weapon.

In the next few years, Willard Thorp, Winthrop Brown, John Leddy, and others tried to strengthen the GATT’s infrastructure. They believed the GATT needed a structure and international standing to ensure that rules governing trade were accepted and enforced. Both the Canadians and the Americans developed proposals, but they went nowhere in the early 1950s. As early as 1951, the British believed GATT was “already an adequate forum for the ventilation of divergencies on economic policy.”70 GATT remained an informal international organization, never formally approved by the governments of its contracting parties.

From 1948 to 1950, the Truman administration pretended to support the ITO without putting much energy behind their actions. This strategy, although a bit two-faced, reflected the strength of special interests and Congress. It was necessitated by the earlier failure of Truman and Roosevelt administration officials to develop a public constituency to counterbalance protectionist special interests. Nevertheless, it allowed the administration to achieve several objectives. First, mid-level officials could continue to fight for the ITO as Congress and special interests stomped it to death. The charade also permitted Truman administration officials to postpone the abandonment of the ITO until Congress had destroyed it. They did not have to repudiate a policy devised by their colleagues in the national interest. Finally, the strategy permitted the development of a fragile and enduring consensus in support of trade liberalization, albeit with safeguards for specific sectors. GATT became one of the most-often used tools in the U.S. policy tool box.
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The Rise and Erosion of the Freer Trade Consensus and the Debate over NAFTA, 1949–1994

The American polity achieved a fragile consensus on trade policy in 1949. During the RTAA hearings, policymakers, representatives of special interests, and members of Congress concurred that America’s leadership of global efforts to reduce trade barriers could help global prosperity and prevent the spread of communism. U.S. policymakers were not very concerned about GATT’s small base of public support. Trade was not a burning issue for most Americans.1

By the mid-1950s, the GATT developed a special interest constituency consisting of exporters, some labor groups, internationalists, policymakers, journalists, and economists. These opinion leaders acted as a buffer between politicians and the public, criticizing protectionism and touting the benefits of freer trade.2 Support of freer trade became a dogma among elites for the next three decades.3

The faith of these opinion leaders in the GATT seemed justified. Under its aegis, the world economy grew dramatically, but world trade grew even faster.4 Important industries in the United States such as textiles, television, steel, and footwear did suffer from foreign competition, and workers lost jobs. However, most Americans benefited from this growth in world trade; as consumers they got a cheaper and more diverse supply of goods; as producers, most found new markets and growing employment; as taxpayers and voters, this economic growth came at little cost to the American economy as a whole or to American democracy.

GATT’s purview grew dramatically in the years that followed. During the eight trade rounds, not only were tariffs reduced, but GATT’s contracting parties agreed to rules reducing nontariff measures that restrict or distort trade. After the Tokyo Round of the GATT, the GATT also included a standards code (to discourage recourse to standards as a trade barrier—standards are regulations or legislation designed to protect citizens’ health and safety), a civil aircraft code, a procurement code, a subsidies code, an antidumping code, and rules on import licensing.5

Although GATT’s purview now increasingly covered rules that had once been solely domestic, GATT’s structure remained ad hoc. As in 1947, the GATT was essentially a set of accepted rules and a forum in which countries could discuss and resolve trade problems as well as negotiate to expand world trade. Aided by a small secretariat in Geneva, GATT’s contracting parties made decisions by consensus. To ensure compliance with the GATT, the GATT’s secretariat relied on both formal and informal tools, including consultation, pressure and diplomacy, periodic reviews, and formal third-party adjudication by GATT legal panels.6

GATT’s economic accomplishments did not, however, inspire congressional confidence. Congress consistently authorized a GATT disclaimer in its extensions of the RTAA, stressing that congressional approval of the act should not be construed as denoting approval or disapproval of the GATT.7 According to legal scholar Robert Hudec, “Congress was willing to see GATT continue, but wished to preserve its own freedom of action.”8 Congress had effectively drawn a “line in the sand” beyond which it would not cede control over trade policy. And the American people did not disagree with this assessment.

Public Opinion on Trade

Like the Congress, the American people never fully embraced freer trade policies or the GATT. Americans accepted freer trade in theory, because free markets were “the American way.” But they often blamed trade policies for the nation’s economic problems, especially when they saw that their fellow Americans lost jobs.9 As example, in 1993 Newsweek reported that some 76 percent of its polling sample thought international trade was “a good thing,” yet some 77 percent thought imports bear some or a lot of the blame for slow U.S. economic growth.10 A 1993 Yankelovich poll asked if past international trade agreements have caused U.S. jobs to be lost. Some 76 percent said yes, while 15 percent said trade agreements have not caused job loss.11

However, Americans were divided on the job impact of freer trade policies. As voters left voting booths on election day 1992, 43 percent said U.S. trade with other countries creates more jobs for the United States, 41 percent said it loses more jobs, and 5 percent said trade with other countries has no effect on jobs. But in March 1994, a Princeton Survey Research telephone poll of 2,001 adults found that 52 percent of those polled believed that free trade agreements help the overall job situation, 32 percent said they reduce jobs, and 15 percent said they didn’t know.12 Nonetheless, some Americans seemed to have concluded it was more important to preserve jobs than to benefit from trade. In a January 1992 New York Times/CBS poll of 1,281 Americans, 56 percent of those polled said it was more important to protect American industries and jobs by limiting imports than to allow free trade to buy good products at low prices.13

By the 1990s, the public had some awareness of the benefits of freer trade. Americans liked to choose between foreign and domestic goods and believed that having that choice has long-term positive effects for the economy as a whole. In a USA Today poll of 604 adults in February 1992, 85 percent said they made an effort to buy American whenever possible, but “only 40 percent of those polled agreed that the best thing for the U.S. economy . . . is to buy only U.S. goods.” A 1993 Newsweek poll showed Americans “try to buy the best product” whether or not it is made in America. A 1994 Gallup Poll also revealed 82 percent weigh quality of a product, whereas only 34 percent always try to determine the source of products.14

Yet to many Americans, the benefits of cheaper goods did not outweigh their costs. Polling data revealed that Americans wondered if our nation’s efforts on behalf of freer trade have benefited American workers and communities as much as their counterparts in other nations such as Japan, Germany, or Korea.15 According to the Public Agenda Foundation, there was a widely held conviction that “something is wrong” with the U.S. economy, a “real fear that the country is skating on thin ice and that . . . we have lost something crucial to our success as a nation.” Thus, it is not surprising that although Americans tout our “laissez-faire” economy, they also want policymakers to use trade restrictions to protect domestic industries and jobs.16

As in the post–World War II period, how one thought about trade reflected one’s education and economic status. According to the Gallup Organization, there was a class and education gap between those Americans who saw trade as an opportunity and a job creator and those who saw trade as a threat. GATT was most likely to be opposed by those Americans living in families making under $20,000 a year and those without a college education. “It is favored most heavily by Democrats and people who consider themselves liberal,” but “on balance Republicans and conservatives also favor GATT.”17

However, polling data revealed that policymakers could not take middle-class support of the GATT for granted. As Daniel Yankelovich, America’s premier public opinion analyst, noted in the 1990s, the globalization of the economy, corporate downsizing, and changes in technology were making many Americans feel insecure and scared. Although all of these factors were creating change, many Americans “blamed” U.S. trade policy.18 Moreover, their fears were making them pessimistic. A September 1991 poll of 1003 Americans found some 60 percent of those polled believed the American standard of living was declining; this perception cut across income level and occupations. A 1995 poll of 1,249 adults found 67 percent thought the American dream had become harder to achieve in the past ten years.19 According to the Times Mirror Center, “Middle income Americans express more pessimistic attitudes about future growth in this country than do those in the upper and lower income brackets.” Perhaps more ominously, the children of the middle class were scared, too. The Times Mirror Center reported that “despite the overall improvement in the personal financial picture of Americans since 1992 . . . younger Americans . . . are least likely to be satisfied with the way things are going for them financially.” Some 74 percent of those polled by Harris in 1995 believed the American dream will be harder to achieve in the next ten years.20 Their fears about the future may make them more receptive to protectionist arguments. And in the 1980s and 1990s, Americans heard a lot about the need to protect their jobs, their communities, and their future.

New Challenges and Challengers to Freer Trade

As other nations became increasingly proficient at producing and distributing a wide range of goods and services, some workers, shareholders, and communities suffered. Profits tumbled in key industries such as steel and automobiles. Some products invented in the U.S.A. were no longer made in the U.S.A. America and Americans were addicted to imports. (See figure 1.)

Workers, executives, and shareholders of those companies hurt by foreign competition were doubly angry. They saw their government as ineffective; in their eyes, it unfairly continued to lower trade barriers while doing little to help workers, communities, or companies adjust. Groups such as the AFL-CIO worked on Capitol Hill to strengthen U.S. trade law to promote job and income security for U.S. workers.21 Congress heard these concerns and made it easier for U.S. firms to gain protection against dumped or subsidized goods. High-tech industries such as semiconductors joined traditionally protectionist sectors such as steel in taking advantage of these changes.22

In this period, Congress became more receptive to new approaches to trade policy. Many of these new approaches were in accordance with GATT principles. But their growing appeal revealed that many members of Congress were concluding that a multilateral approach to trade was not always working in the interests of the American people.23 For example, two influential policymakers, Congressman Richard Gephardt and Senator Daniel Patrick Moynihan, stressed that the United States should use its huge market as leverage to convince other nations to reduce their trade barriers. In their view, this would be the only way to achieve truly open markets.24
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U.S. Trade as Share of Real Gross Domestic Product.

Some members began to call for a new approach to trade policy based on results, rather than rules. Advocates of a results-oriented trade policy believe U.S. producers do not often obtain the market shares they deserve because of covert forms of protection such as unrealistic health and safety standards or collusive business practices. Their prescription was not to abandon the GATT, but to redirect trade liberalization efforts toward achieving real market share results through bilateral negotiations with our major trading partners.25 This results-oriented approach gained influence in the U.S. government, in academia, and in labor and business groups, such as the Council on Competitiveness and the Labor Industry Coalition for International Trade in the late 1980s.26

Congress also became receptive to new approaches to trade policy designed to restore American competitiveness. (Competitiveness is the ability to produce goods and services that meet the test of international markets while our citizens enjoy a rising standard of living.) As Laura D’Andrea Tyson noted, “Free trade is not necessarily . . . the best policy. . . . U.S. policy should be guided by the principle of selective reciprocity and motivated by the goal of opening foreign markets.” Tyson, along with other economists, called for a new trade policy “to deter or compensate for foreign practices that are not adequately regulated by existing multilateral rules.”27

Questioning of America’s trade policy was not limited to policymakers or confined to Washington. After two decades of trade deficits, a growing number of intellectuals, business leaders, academics, and religious and community leaders also began to debate the course of U.S. trade policy. They were motivated by the demise of the Soviet Union and the end of the cold war rationale for foreign policy. Very few opinion leaders argued for abandonment of the GATT, but their concerns revealed growing impatience with the effects of multilateral trade liberalization. Chief among their concerns was the impact of trade upon the American dream.28

Some economists noticed that two trends seemed to accompany America’s integration in the world economy: America’s standard of living stagnated about the same time that the United States experienced a rising income disparity between college-educated workers and those with little or no education. (See figure 2.) They wondered if America’s trade policies had any relationship to these trends. To move the debate forward, two of America’s premier think tanks, the Brookings Institution and the American Enterprise Institute, sponsored conferences. Even the Council of Economic Advisors focused on this issue in the Economic Report of the President.29 Economists were as divided about the solutions as they were about the problem. While classical economists argued that these factors were best left to market forces, other economists such as Robert Reich and Laura D’Andrea Tyson argued that effective trade policies should link freer trade to policies that help workers, communities, and businesses adjust to foreign competition by upgrading worker skills.30

“Economic nationalists” and traditional isolationists such as columnist Patrick Buchanan had a different solution to the wage stagnation and economic insecurity of the late twentieth century. These traditional protectionists joined with neopopulists and religious fundamentalists seeking a return to traditional values and limited government. In the early 1990s they forged an anti–free trade and anti–big government alliance. They made no distinction between multilateral, regional, or bilateral approaches to trade liberalization. They simply wanted America to abandon freer trade policies.31

The visibility and political clout of this group was bolstered by the 1992 presidential campaign of billionaire (and independent) H. Ross Perot, who garnered some 19 percent of the vote. Not only did he criticize America’s fiscal and budgetary policies, but he gained popular support for his opposition to the North American Free Trade Agreement (NAFTA). The NAFTA debate attracted a lot of public and media attention, as Americans debated whether NAFTA would lead to what Perot alleged, “a great sucking sound” of lost jobs and industries. Although some Americans did lose jobs, Perot’s popularity had fizzled out by 1993. His organization, “United We Stand,” however, had garnered a lot of public attention; it would continue to organize opposition to U.S. trade policies after the 1992 election. It would also put significant pressure on Republican members of Congress to take stands on the GATT and how it affected U.S. sovereignty.

Another source that would reinvigorate arguments for protectionism was a new social movement, the communitarian movement. Communitarians such as historian Christopher Lasch and sociologist Amitai Etzioni want a society based on values of social stability and justice, rather than one founded simply on market efficiency. They believe free trade threatens the social contract between American workers and American business, where workers are awarded with relatively high wages for labor peace and productivity.

Although not officially communitarians, growing numbers of opinion leaders began to make what sounded like communitarian arguments about trade. They included Michael Lind, senior editor at the New Republic, Edward Luttwak of the Center for Strategic Studies, a conservative/internationalist think tank; and Sir James Goldsmith, a British billionaire and member of the European parliament. Although the communitarian movement had little impact on policy, their views received media and congressional attention and helped make concerns about trade’s impact on social stability a focus of the trade policy debate.32

But community activists (such as Public Citizen) as well as environmental groups (such as the Sierra Club) had a major impact on U.S. trade policy in the 1990s. In the late 1980s, during the Uruguay Round negotiations, Mark Ritchie of the Institute of Agriculture and Trade Policy (a Minnesota think tank) and Lori Wallach and Ralph Nader of Public Citizen awakened to the potential implications of multinational free trade policy for the achievement of their policy priorities. They had long viewed free trade policies as being in the corporate interest, but they came to believe that trade agreements could thwart the ability of the American people to determine health and safety standards at the state and local level. In 1991, 100 national organizations representing consumer, environmental, labor, family farm, religious and other civic groups banded together to promote “a citizens’ agenda in U.S. trade policy.” In 1993, the Citizens’ Trade Campaign vowed “to implement a common strategy: to educate the public, media and elected officials . . . that citizens’ interests are central to U.S. trade policy.”33

The Citizens Trade Campaign (composed principally of individuals with populist and leftward-leaning politics) would work with economic nationalists (composed principally of individuals with populist, conservative, and often rightward-leaning politics) and traditional protectionists (such as small businessmen and labor union officials) to oppose both NAFTA and GATT. They would return the trade policy debate to one about democracy as well as one about economics. But they also stimulated greater public interest in trade. As political analyst Kevin Phillips noted, this unusual coalition set out to prove that international economics was not beyond the bailiwick of the boobs on Main Street. Whereas the old protectionists expressed their frustrations by smashing Toyotas and Toshibas on Main Street and Capitol Hill, Public Citizen mounted a nationwide campaign to educate the public about how freer trade policies may affect the achievement of other policy goals.34 This focus on winning the hearts and minds of the public gained U.S. trade policy public as well as media attention.

In 1993, trade became the talk of the town, as Americans debated whether to create the NAFTA.35 Bilateral free trade agreements such as NAFTA are in accordance with GATT principles. The United States had established free trade agreements with Israel and Canada in the 1980s. But this would be the first time that the United States had contemplated a truly open trade agreement with a low-wage nation, with relatively weak labor, health, and environmental laws.36 The NAFTA would deflect the attention of trade negotiators and Congress from the Uruguay Round. But NAFTA would help make trade policy more democratic, by educating and involving more Americans in trade.

The NAFTA Debate

NAFTA raised the visibility of trade because it made the debate over trade easy to understand. Although the NAFTA raised questions about environmental protection, immigration, drug interdiction, and democracy, the bulk of the NAFTA debate focused on one question—would NAFTA create or destroy jobs? A surprisingly large number of Americans found that interesting. In November 1993, 68 percent of those polled by Gallup said they followed NAFTA news closely. This compared favorably with the 77 percent who followed the O.J. Simpson case—the trial of a famous football star on murder charges.37

The NAFTA debate was American politics at its best, creating some unusual coalitions in support and in opposition. For example, the NAFTA was endorsed by all of America’s living presidents, the U.S. Chamber of Commerce, the traditionally protectionist American Textile Manufacturers Institute, and the National Wildlife Federation. The Humane Society, Americans for Democratic Action, the National Consumers League, the National Family Farm Coalition, the United Auto Workers, the United Church of Christ, and the United Methodist Church joined to oppose the NAFTA. Opponents had a variety of concerns: many environmentalists feared that NAFTA would lead to greater environmental degradation, labor unions argued that factories would move jobs to Mexico, and progressives argued that the NAFTA was undemocratic and favored “big business.”

However, President Clinton’s chief trade negotiator, Ambassador Mickey Kantor, diffused some of this opposition. As the U.S. Trade Representative Kantor negotiated side agreements on labor and the environment.38 Ultimately, NAFTA was endorsed by six environmental groups, including the Environmental Defense Fund, National Wildlife Federation, and the National Resources Defense Council, in the belief that border environmental conditions could be improved and that NAFTA’s provisions would not undermine environmental protection.39

Although the Clinton administration had won support from some environmentalists, NAFTA would prove to be a tough sell. Proponents launched a major public relations initiative. At the White House, Clinton recruited Chicago politician and lawyer William Daley and former Republican congressman and Brookings Institution scholar William Frenzel to build bipartisan congressional support. To show how important the Clinton administration viewed NAFTA, this last-minute effort was run out of the White House “war room.” The administration organized a “Product Day” at the White House, highlighting the big and small businesses that sell goods and services to Mexico. Proponents inside and outside government organized elite support to illustrate that business, foreign affairs, and community leaders were united in support of NAFTA. And they orchestrated public opinion by characterizing all NAFTA opponents as isolationists, fearful of change, and defeatist.

The turning point of the debate came when the administration was able to make Ross Perot the symbol of NAFTA opposition. On November 9, 1993, millions of Americans tuned into CNN (the Cable News Network) to watch Vice President Al Gore Jr. debate businessman H. Ross Perot on NAFTA. Gore not only calmly defended NAFTA, he seemed to link Perot, a man who made his fortune creating a high-tech industry (data processing), with old ideas and traditional fears about economic change.40 Gore linked support of free trade to the future. Soon after, Congress narrowly passed NAFTA.
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Gattzilla, representing GATT opponents’ feeling that GATT was crushing democracy. Cartoon by Alex Garcia. Courtesy of Public Citizen

NAFTA’s Effect on the GATT/WTO Debate

In this environment, the Clinton administration would seek support for congressional approval of the Uruguay Round, creating a new organization to govern trade, the World Trade Organization. But the NAFTA victory came at a real price for the GATT/WTO. Proponents of the GATT seemed to believe that it would arouse less opposition than the NAFTA, because the opposition (and its benefits) were more diffused. The White House also seemed to presume that bipartisanship and business support would sweep the GATT to victory. But the business community was slow to organize on behalf of the GATT/WTO. Until the last minute, business interests seemed more enthused by NAFTA. Moreover, the business community was divided about the Uruguay Round; many business leaders were waiting to see the specifics of the congressional implementing legislation.

Popular support for the Uruguay Round and the creation of the WTO was also not ensured among the American people. The NAFTA debate had conveyed a message that free trade agreements served the interest of big business and not necessarily that of the man and woman on the street. Moreover, the NAFTA debate had taught a very diverse opposition of environmentalists, isolationists, economic nationalists, and social activists how to work together to educate the public at the national and grassroots levels. Finally, the debate taught these opponents how to talk about trade in ways that the public could relate to and in forums to which the general public would listen. This experience, however, did not pay off in an increased ability to motivate the public. Although growing numbers of Americans had been awakened to the implications of free trade policy, they seemed less engaged by the GATT/WTO debate than by NAFTA.

The NAFTA debate did forge a lasting bond among a diverse group of Americans galvanized in opposition to trade. They created an Internet bulletin board with updates on the Uruguay Round on Capitol Hill and used faxes, computers, modems, and talk shows to unite widely dispersed Americans. Bruce Warnick, a volunteer for United We Stand, sent faxes around the United States, directing citizens to call their legislators in opposition first to NAFTA, then to GATT. Warnick was credited with convincing many Republican leaders to question the WTO.41

The NAFTA debate also marked the emergence of a new means of influencing trade policy—the radio talk show—and a new tool for understanding the trade policy-making process—C-Span. Radio talk shows provided a means for the public to debate trade policy and to ask questions of influential opinion leaders. C-Span covered the hearings and congressional debate. During the Uruguay Round’s months on Capitol Hill, this cable news channel would reveal the progress of the implementing legislation deal-making process.42 For growing numbers of Americans, these venues became a major source of insight into the costs and benefits of America’s trade policies.

Although print and television newscasters also covered trade policy, they were less attentive to the implications of the Uruguay Round for the American people and the polity. They covered the implementing legislation like a campaign or a horserace and they tended to emphasize the negative. Headlines described trade policy—not as a win-win exchange among nations and peoples, but as a competition or a “zero-sum game.” Television and radio news referred to America’s trade “wars” with Japan and China and described the European community as “fortress Europe.” The Wall Street Journal and Business Week were notable exceptions.43

Thus, it was not the debate over multilateral trade liberalization, but rather the NAFTA, a regional free trade agreement, that awakened the American people to trade. And their awakening was accompanied by growing dissension among America’s opinion leaders as to the benefits of multilateral trade liberalization. It was unclear how Americans would respond to the supposedly less controversial but economically more important Uruguay Round.
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Present at the Creation of the WTO, 1986–1994

In a 1993 speech early in his presidency, Bill Clinton acknowledged his own ambivalence about American leadership of global efforts to liberalize trade through the GATT. “For all the . . . opportunity in this global economy, an American cannot approach it without mixed feelings.” The president admitted that freer trade policies had led to job loss and lowered wages for some Americans, but then he argued, “Far more is at stake. For this new fabric of commerce will also shape global prosperity or the lack of it, and with it the prospects of people around the world for democracy, freedom and peace.” Clinton warned his fellow citizens that if they want a better future for their children, Americans must continue to reach outward.1

The president was not alone in his ambivalence about the costs and benefits of free trade. On Capitol Hill, members of Congress developed a multitude of new approaches to trade policy. None of these approaches repudiated U.S. leadership of the GATT, but they signaled a growing disenchantment with the results of multilateralism. And this questioning was not confined to Washington. Although many Americans recognized that they benefited from imported cars, clothes, wine, and televisions, they were not sure that American leadership of the GATT would ensure a sunny future for their children.2

In 1994 the Clinton administration sought approval for the eighth round of trade barrier reductions under the GATT. This round established a new World Trade Organization (WTO) to administer the agreement.3 This chapter focuses on this debate. The WTO is not the ITO reborn; each is a product of its own economic and political times.4 Most Americans, including many members of Congress, had never heard of the ITO. Yet the failure of the ITO haunted the deliberations over the GATT/WTO. As in the postwar era, proponents saw in this innovation a way to keep the U.S. economy growing. Opponents saw a threat to American democracy and expressed fears that the American dream might be fading for their children.5

Neither the president nor Congress moved rapidly on GATT in 1993-94. The president’s top priority was health care reform. GATT opponents constructed a variety of roadblocks, and Democrats and Republicans on Capital Hill found many reasons to stall development of the implementing legislation.6 Nor was the public screaming for congressional action. Most Americans had little understanding of the GATT and were increasingly frustrated with international organizations (the United Nations was faulted for its failure to prevent violence in Somalia and Bosnia). And policy- makers did little to tell them why the GATT needed to be transformed into a new international organization, the World Trade Organization, when the GATT had worked so well for almost fifty years.

Congress and the World Trade Organization

Policymakers and opinion leaders were the force behind the creation of the WTO. In the United States and overseas, policymakers recognized that GATT was hampered by the lack of a formal institutional structure and rules tying together all of the GATT and its ancillary codes (such as the subsidies codes). Since membership in the codes was optional, GATT contracting parties did not adhere to all the side codes. In addition, GATT’s contracting parties continued to develop creative ways to avoid or misinterpret GATT rules. International business executives, academics, members of Congress, and trade policy officials among others, concluded that GATT’s lack of a formal structure was a “birth defect” that needed to be fixed.7 But the public was unaware of the need for surgery.

Reagan, Bush, and Clinton administration trade policymakers recognized that GATT needed a stronger institutional standing, but they were not enthusiastic about creating a new international organization to govern world trade. Nonetheless, they accepted creation of a firmer foundation for GATT as an important Uruguay Round objective. But the round dragged on for more than seven years. In an effort to move the negotiations forward, in December 1991, the director general of the GATT, Arthur Dunkel, proposed and published a comprehensive text of the draft agreement, which was leaked to Public Citizen, a consumer activist group (home to the Citizens’ Trade Campaign). This action forced trade negotiators to identify their positions on the draft text.8 It also allowed proponents and opponents of the GATT to see firsthand where the negotiations were going and to comment on them. Much of the ensuing debate focused on a tentative draft of a new charter for a multilateral trade organization and its perceived effect on U.S. sovereignty.

Despite the very real differences among nations as to the responsibilities of this proposed organization, on December 15, 1993, 117 nations finally reached agreement on the Uruguay Round and the new structure for the GATT, to be called the WTO. The WTO Charter provided legal authority for a secretariat, a director general, and a staff. It also included a strengthened and unified dispute settlement mechanism.9

As with the GATT, the proposed WTO could not force changes in U.S. law. If a WTO panel found the United States in violation of the trade rules established under the WTO, the United States had several options: it could change its laws or regulations; it could offer compensation through lowered trade barriers in other areas; or the United States could accept equivalent foreign retaliation through increased barriers to U.S. exports.10 These same options existed under the GATT, but they were not well understood by members of Congress or the general public.

Clinton administration officials argued that the new WTO was simply an evolution of the GATT, which would “encompass the current GATT structure and extend it to new disciplines that have not been adequately covered in the past. . . . The organization would not be different in character from that of the existing GATT secretariat.”11 Eminent legal scholar John H. Jackson took a slightly different tack. He noted that because the WTO addresses how decisions should be made, “there are more legal grounds to challenge WTO decisions,” and “thus the protection of national sovereignty built into the WTO . . . [is] substantially enhanced over the GATT.” Given America’s great weight in the trading system, it is unlikely that the WTO could force the United States to substantially change its behavior or laws. However, he concluded that “the WTO has no more real power than that which existed for the GATT.”12

But many prominent groups and individuals did not see the WTO as a simple evolution of the GATT. They joined together to question turning the informal GATT into a formal WTO. To these Americans of the right and left, the Uruguay Round would not only create a new international entity, but it would be undemocratic and unresponsive to public concerns. According to former California governor Edmund G. “Jerry” Brown, “Instead of democratic decisions made at the state and local level, under GATT . . . we would all be subjected to a supergovernment of unelected trade bureaucrats.”13 Some opponents wondered if consumer or environmental concerns could even be heard at the international level. As Mark Ritchie and Karen Lehman of the Institute for Agriculture and Trade Policy noted, the WTO may “make it extremely difficult for citizens to continue to use the democratic process to push for further progress.”14 Even supporters of the strengthening of the GATT infrastructure questioned the WTO’s effects on sovereignty. Clyde Prestowitz, former trade negotiator and president of the Economic Strategy Institute, noted that “the environmentalists . . . are correct when they express their concern for the potential reversal of U.S. regulations via findings of the WTO.”15

Throughout 1994, Americans expressed concern about the GATT/WTO. In a unusual press conference, Ralph Nader, liberal icon and founder of the consumer movement, joined forces with Patrick Buchanan, 1992 presidential candidate, news columnist, and conservative icon, to denounce the WTO’s perceived impact on U.S. sovereignty.16 Some industry representatives were opposed to the enhanced dispute settlement mechanism, which established a more formal legalistic process by which disputes would be reviewed and settled. Many of these opponents, however, were mollified by changes to the implementing legislation.17 Democratic Representative Jill Long and Republican Senators Larry Pressler, Jesse Helms, and Larry Craig, among others, expressed concern that this new WTO would be undemocratic, make decisions in a closed manner, and be staffed by unresponsive faceless bureaucrats. In May, Senators Helms and Pressler raised questions as to why the Uruguay Round was not being submitted to the Congress as a treaty, given that it created a new international organization. Fifty-five members of the Congress (both Democrats and Republicans) urged President Clinton to delay the vote on the Uruguay Round until July 1995.18

Deadlines and Money Politics

But delay could jeopardize congressional passage of the Uruguay Round. The Congress had given the administration “fast-track authority,” which required that once the president formally submitted implementing legislation to the Congress, both houses had to vote up or down on the bill without changes within ninety days. This did not mean there would be no debate or changes to the implementing legislation in the months prior to its submission. Nonetheless, the fast-track time clock would prove to be a major problem for the GATT/WTO; its requirements would further an impression that the GATT/WTO and U.S. trade policy were undemocratic.

The Uruguay Round’s travels through the Congress were also hampered by the issue of funding the revenue shortfall resulting from the Uruguay Round’s substantial tariff reductions. The Budget Enforcement Act of 1990 established “pay-as-you-go mechanisms to ensure that any new entitlement or receipt legislation will not increase the deficit.” New legislation which decreases federal receipts (such as tariff reductions under the Uruguay Round) “triggers automatic spending reductions unless the costs of the legislation are offset.” (The Congressional Budget Office estimated the five-year revenue loss from the Uruguay Round at some $12 billion.) House Republican Whip Newt Gingrich demanded that the administration change the budget rules used to assess the cost of trade agreements “or make a commitment not to raise taxes to offset the revenue cost of the Uruguay Round.”19

The funding requirements were further complicated by Senate budgetary requirements. Senate rules required fiscal offsets for ten years, which the Senate Budget Committee estimated at a whopping $43 billion. (But this amount went unquestioned because the administration refused to offer funding proposals for the ten-year amount and the Congressional Budget Office refused to offer ten-year cost estimates for the GATT or any other legislation.) To get around the ten-year rule, the administration decided to ask for a waiver of the Senate’s budget rules. Thus, Senators would not only have to vote on the GATT/WTO implementing legislation, but sixty senators would have to approve an exemption to the Senate’s budget rules.20

GATT funding created a great problem for the administration. Policymakers wanted to argue that the Uruguay Round would be a net tax cut for American consumers and producers. But the administration did not want to tackle trying to change the budget rules; they feared it would open the door to other tax cuts and thus increase America’s already large budget deficit. Administration officials also recognized that any changes that they proposed, whether revenue enhancements or budget reductions, would arouse opposition, and that opposition would hurt the GATT/WTO on Capitol Hill. Finally, the administration would have to use up some of its limited political capital on the funding question, leaving less for the GATT/WTO.21

The funding problem helped make the GATT/WTO debate more partisan, but it also brought to the fore concerns about democracy and U.S. trade policy. The administration worked for months to find ways to balance the tariff cuts with revenue increases and spending cuts.22 Draft legislation slowly worked its way through the Senate Finance and House Ways and Means Committees.23 As it traveled through the Congress, prominent Republicans and Democrats used the debate to project their own views of trade policy (for example, Senator Ernest F. Hollings) or to advance their political careers (Senator Robert Dole and Congressman Newt Gingrich). They showed a willingness to play politics with the fate of the Uruguay Round. And they often used the sovereignty issue as a tool to challenge presidential leadership on trade.

Focusing on Opinion Leaders

Like the policymakers who preceded them, the Clinton administration did not focus on winning the hearts and minds of average Americans.24 Although key trade policy officials appeared on talk shows to parry with the pundits, they rarely met with members of the general public to hear their concerns about the Uruguay Round. Proponents focused on opinion leaders in Congress, in the media, in business, and in the community.

The administration initially relied on old arguments about jobs and economic growth to defend the WTO. In speeches, letters, and official documents, the administration stressed that the GATT agreement would create jobs for “hundreds of thousands of Americans” and set up a more effective “foundation for prosperity.” The Department of Commerce prepared estimates of the GATT’s impact on jobs and economic growth for each state and for each major sector of the economy.25 Proponents also argued that the GATT would bring future prosperity, noting that the emerging markets of Poland, China, Chile, Brazil, . . . were the markets of the future. Their demand for U.S. goods would raise the U.S. standard of living by providing high-paying jobs.26 But this indirect argument did not seem to reassure many Americans.

Proponents outside the government also focused on building the support of elites. They formed a coalition, the Alliance for GATT NOW, to act as a clearinghouse for information on the Uruguay Round, to lobby members of Congress and editorial boards, and to organize general support for the Round. The alliance eventually had a membership of more than 200,000 small and large businesses. It also included business and agricultural associations. However, because no community or labor groups joined the Alliance, the GATT/WTO (like the NAFTA before) was vulnerable to arguments that it was designed to benefit big business rather than average Americans.

Although some business leaders were very concerned about public opinion, the Alliance did not focus on gaining grassroots support for the GATT/WTO. For example, the Alliance commissioned a poll of public opinion on the GATT, which indicated that the more information people received about GATT, the more likely they were to support it. But the Alliance used the poll to convince lawmakers of public support, rather than as a tool to find areas of public concern or misunderstanding and address them.27

GATT/WTO proponents’ focus on Congress was understandable. Because the Uruguay Round was so broad and so controversial, there were many hearings on various aspects of the Round during the 103d Congress.28 But the implications of changing the GATT to the WTO was never far from the debate. The Senate Commerce, Senate Foreign Relations, and House Ways and Means Committees held specific hearings on the WTO and how this new institution might affect U.S. law.29
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To show that GATT was a “home run for America,” the Alliance for GATT NOW issued collector cards. GATT All-Stars included Presidents Reagan, Bush, and Clinton. The set included cards that analyzed GATT’s effect on the fifty state economies. Courtesy of the Alliance for GATT NOW

To bolster support for the WTO, the administration relied on a bipartisan coalition of leaders, including Republican Senator Bob Packwood, Representative Bill Archer, and Representative Jim Kolbe. In testimony to the House Ways and Means Committee, U.S. Trade Representative Ambassador Mickey Kantor noted that “everyone from Consumers Union, from . . . Jack Kemp to Judge Bork . . . have said that U.S. sovereignty is not affected, in fact may even be enhanced.”30 The administration distributed a letter to every member of Congress discussing its dispute settlement mechanisms, how decisions would be made in the WTO, and how these decisions affect U.S. law. The letter stressed that legal scholar John H. Jackson, Nixon administration official Peter Suchman, and Heritage Foundation (a conservative think tank) economist Joe Cobb all support the WTO and believe it will not negatively affect U.S. sovereignty. The letter also included an analysis by conservative law professor Robert Bork. Cobb was vilified for his support of economic internationalism in many right-wing papers. But he went on the counterattack, linking anti–WTO sentiment to support for big government. He issued a memorandum to every Senate and House Republican staff member, noting that the only real threat to U.S. sovereignty is traditional protectionism, “the concerted effort by special interests . . . to focus all power over the American economic system in the hands of Congress and the bureaucrats in Washington.”31

The Cobb and Bork analyses helped give “cover” to Republicans and conservatives concerned about sovereignty. But they were still vulnerable to the concerns about sovereignty presented by Harvard legal scholar Lawrence Tribe, Reagan administration lawyer Bruce Fein, a letter signed by forty state attorneys general, and the arguments of the Senate’s reigning constitutional scholar, Robert Byrd.32 Throughout 1994, Congress remained concerned that the WTO would weaken U.S. law.33

Not surprisingly, the history of the ITO haunted the GATT/WTO debate, as the sovereignty issue gained increasing attention. Proponents frequently defended the WTO by saying it was not the ITO. Both the Wall Street Journal and Time wrote articles about how the WTO congressional debate mirrored congressional debate about the ITO. And Senator Daniel Patrick Moynihan, chairman of the Senate Finance Committee, kept reminding his colleagues of the ITO’s fate on Capitol Hill.34

Many of the arguments against the WTO echoed those against the ITO. For example, as with the ITO, opponents would preface their opposition by saying, “I am a free trader, but . . .” They delivered a message that the WTO wasn’t worth the price in U.S. sovereignty or in the thwarted achievement of other policy goals.35 As in the postwar period, the legal community was divided. In 1994, law professors Lawrence Tribe, Anne-Marie Slaughter, Richard Parker, and William Lovett questioned the WTO’s potential impact on democratic self-government. But speaking for the American Bar Association, attorney Claire Reade said that the ABA viewed the WTO as not detracting from U.S. domestic legal powers, and she announced that the ABA supported the WTO.36

As in the postwar period, some opponents argued that American workers could not compete against these low-wage foreign competitors; in 1994 they warned that the GATT/WTO would decimate U.S. jobs. But the GATT/WTO’s proponents argued just the opposite—echoing the ITO’s architects, they presumed it would create jobs, especially high-wage jobs.37 And opponents again used the job-loss issue to bash U.S. policymakers. Tulane economist and law professor William Lovett condemned U.S. economic leadership, noting that jobs had been lost because the United States failed to use its bargaining leverage effectively under the GATT. Sounding like Representative Jacob Javits, who so eloquently defended the ITO, Senate Majority Leader George J. Mitchell of Maine countered that “we should not measure this trade agreement against a perfect and unrealizable ideal. . . . We don’t trade with countries made in heaven.”38

During the ITO debate, policymakers had insisted on a comprehensive approach to trade policy to link foreign and domestic policy goals. During the GATT/WTO debate, however, new interest groups (principally environmental, citizens, and labor groups) were the ones calling for a more comprehensive approach to trade policy. They recognized that trade policy could thwart the achievement of equally important domestic policy objectives such as protecting the environment or encouraging the survival of small family farms. To a certain degree they succeeded; even some business leaders argued that domestic and trade policy goals needed to be better reconciled and that was an appropriate function for a WTO.39

But to many Republicans and business leaders, such linkages were anathema.40 Congressman Newt Gingrich pressed Ambassador Kantor about whether he would use the WTO “to expand labor and environmental standards,” thereby transforming the GATT into more than a trade agreement. Kantor responded by saying that “addressing the intersection of labor standards and . . . environment and trade will only help enhance a world trading system.”41 Ironically, many of the same “purists” in business and in the Congress would find themselves defending a GATT/WTO that included a Committee on Trade and the Environment and congressional implementing legislation that would direct the president to seek a working party on labor standards within the WTO.42

This was not the only blurring of positions. On one hand, administration officials argued that the U.S. must approve the Round to maintain U.S. leadership and status. But their push for the WTO was an implicit acknowledgment that, given America’s declining economic clout, the United States needed a strong international organization to change the behavior of its trading partners. In effect, this view acknowledged that the United States could no longer use the pressure of access to America’s enormous market to bludgeon its trading partners into behaving correctly. Ambassador Jules Katz, who had been a key negotiator, noted the irony in the sovereignty arguments against the WTO. He stressed that because the WTO’s infrastructure is “bare-boned,” the WTO will not be strong enough to provide the “effectiveness of the kind that sometimes we seek.” Claude Barfield of the American Enterprise Institute noted that the WTO would probably not improve on the GATT’s ability to get countries to abide by the rules.43
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Days before the vote on GATT, Public Citizen went door to door in Congress with pillowcases suggesting that Congress “sleep on it.” Courtesy of Public Citizen

GATT/WTO opponents also offered confusing and sometimes exaggerated arguments. Democratic Senator Ernest Hollings argued against the GATT/WTO because he believed free trade had only hurt the United States and the American people. He noted that nations such as Japan had been especially skillful at exploiting the GATT to expand their share of the U.S. market. He then argued that the United States should behave more like Japan, a nation that had grown rich because of its focus on trade.44 Charles McMillion, an economist and head of MBG Information Services, said about GATT claims, “not since the Vietnam War has our government and media lied to us so outrageously.” In a telephone discussion, Dr. McMillion clarified that the administration never mentioned how imports affected jobs in America; they only focused on how exports “create” jobs. Therein lay the “lie.”45

The debate over GATT/WTO raised important real questions about whether or not American law and institutions should adapt to the global economy. To some opponents, the WTO would not only affect the ability of individuals to influence government; it would also upset federal-state relations. One of the most interesting arguments used by WTO opponents was that of states’ rights—the rights of states to preserve their standards for health and safety. On June 27, 1994, twenty-two state attorneys general wrote President Clinton asking the administration to “explain how states will be able to defend their laws from foreign challenges before World Trade Organization panels.” They also asked if implementing legislation can guarantee that the federal government will accept trade sanctions rather than pressure states to change state laws that are successfully challenged in the WTO.”46 Sierra Club attorney Patti Goldman noted, “The current structure gives the federal government the power through preemption, withholding federal funds, and litigation to compel changes in state laws that conflict” with trade agreements. Although the administration will consult with state governments on state standards, the federal government has the power to “trump” state law. In advertisements opposing the WTO, the Sierra Club argued that foreign nations will use the GATT/WTO to challenge these laws, noting “every state is affected.”47
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Concerned about the ticking legislative clock, the Alliance distributed this pamphlet to Congress. Alliance for GATT NOW

Senator Bob Dole, the Republican leader, heard the concerns about sovereignty. On August 28, Senator Dole wrote an editorial in the Wichita Eagle suggesting that members of Congress should take their time in assessing the GATT/WTO. Although Dole stated he was “not trying to hustle opposition to the GATT,” he argued that the administration was ignoring legitimate concerns about how the GATT/WTO would affect American laws and practice. Dole said he was receiving about two thousand phone calls each day on GATT. GATT/WTO proponents were alarmed by Dole’s actions, for he had long supported both internationalism and free trade. Tom Mann, director of Governmental Studies at the Brookings Institution gave two interpretations of the senator’s actions: he could be interested in embarrassing the president, or he could be unravelling the GATT by stalling. To satisfy Senator Dole’s concerns, the Clinton administration agreed to support legislation that would establish a panel of judges to review the WTO panel decisions that the United States loses. If the judges decided that three WTO panels have exceeded their authority in finding against the United States, it would trigger a process under which the U.S. could pull out of the WTO. (However, this “three strikes and we’re out” provision did not appease some Americans concerned about sovereignty, because the standard of review would be very difficult to meet.) The U.S. trade representative also agreed to submit an annual report on the WTO and the openness of the decisionmaking process. With these changes, Senator Dole promised to support the GATT/WTO.48

Dole was not the only “supporter” of the GATT to question the WTO’s impact upon U.S. sovereignty. In an April television interview, Representative Newt Gingrich linked the proposed World Trade Organization to “this mess in Bosnia and the United Nations’ incompetence.” He asked if Americans “really want to create the United Nations of world trade?” Nor was such questioning limited to Republican members of Congress. In Senate testimony, James Fallows, Washington editor of the Atlantic Monthly, noted that he supported the GATT/WTO, but he warned that it couldn’t meet U.S. expectations and harmonize the world’s varied economic interests.49 These concerns were understandable. But ambivalence about the WTO, especially among Republicans, served to legitimize fears about its potential impact on U.S. sovereignty.

The Committee on Government Affairs reported the bill “without recommendation,” noting that the authority of the World Trade Organization does not supersede the sovereign powers of state governments or the federal government. However, the committee issued a warning about the WTO’s potential impact on U.S. sovereignty. “This Committee takes very seriously the issue of Federalism.”50 They promised to hold executive branch officials accountable to ensure that U.S. sovereignty is protected and that the WTO become more democratic.

On September 27, final drafts of the implementing legislation were introduced in both Houses and referred to the relevant committees of jurisdiction. The ninety-day time clock had begun, and it included the mid-term election in November. But a Democratic senator, Ernest Hollings, stopped the clock, holding the implementing legislation in his committee, the Senate Commerce Committee, for forty-five days. The vote was delayed until after the congressional election. The House was scheduled to return on November 29, 1994, for the sole purpose of considering the Uruguay Round agreement. The Senate was now scheduled to reconvene on November 30 and to vote on the agreement on December 1. Supporters worried that a lame-duck session might not have the political will to approve U.S. participation in this new international organization.
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Ambassador Michael Kantor and Vice President Albert C. Gore Jr. at a press conference on Capitol Hill hosted by the Alliance for GATT NOW and arranged by the Fratelli Group. Photos by John Harrington. Courtesy of the Fratelli Group

This concern helped invigorate the GATT/WTO’s proponents. Business groups tried to keep the GATT/WTO from becoming an election-year issue, and they stepped up their lobbying with a multimillion dollar media campaign. Some fifty newspapers endorsed the GATT/WTO, including all of the nationwide papers (USA Today, Wall Street Journal, Journal of Commerce, Washington Post, and New York Times). The Alliance for GATT NOW sent out press releases noting that former trade officials, forty governors, former presidents, and 450 leading economists endorsed the Uruguay Round. They issued fact sheets on the budget waiver, the costs of delay, and myths and realities regarding the sovereignty issue.51 Moreover, they spent money defending the GATT/WTO with a nationwide series of television advertisements (two of which linked GATT to baseball) and a targeted series of print advertisements in key newspapers.
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Representative Willis Hawley on left, Senator Reed Smoot on right. Alliance for GATT NOW
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Congressional Accountability Project, Public Citizen
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Citizens Trade Campaign, Public Citizen
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Alliance for GATT NOW

Meanwhile, WTO opponents, like ITO opponents, forged a broad coalition well versed in influencing Washington. WTO opponents included neopopulists, the NAACP, United We Stand, small farmers, the AFL-CIO, small business, isolationists, business leaders, human rights activists, libertarians, environmentalists, and community activists. In contrast with the NAFTA, the environmentalists did not break ranks—they remained united in opposition to the GATT/WTO.52

The glue holding this diverse coalition together was the sovereignty issue. The opposition lobbied and made the rounds of talk shows and community centers. While Public Citizen condemned GATTZILLA, United We Stand protested “the general agreement on tyranny and treason.” An articulate lawyer from Public Citizen, Lori Wallach, and devoted “economic nationalist” Bruce Warnick, worked hard to ensure that concerns about sovereignty got a lot of attention on Capitol Hill.53

On September 14, some fifty members of the Fourth Estate wrote President Clinton a letter arguing that the WTO proposal was “an affront to the democratic traditions of this nation.” Writing “as advocates for openness in government,” they argued not against the WTO per se but against its decisionmaking procedures. Among more than fifty signatories were the president of the Society of Professional Journalists and the editors of the Cincinnati Enquirer, the Detroit News, the Detroit Free Press, USA Today, and the Miami Herald. Many of their papers had endorsed the GATT/WTO, but the writers believed it did not “conform with democratic practices and principles.”54 Their arguments about the undemocratic nature of GATT were bolstered when it became public knowledge that the Washington Post, one of America’s most influential papers, had strongly editorialized for the GATT at the same time a Post subsidiary was positioned to benefit from financing rules arranged in the GATT implementing legislation.55 As trade analyst I.M. Destler noted, this only reinforced the idea “pressed by Nader, Perot and their allies—that the GATT legislation was the very sort of secret, inside deal and back scratching among narrow interests in Washington.” Opponents of the GATT/WTO told the public “The corporate pressure to pass GATT is immense.”56

Public Citizen tried to alert the public that congressional approval of GATT was undemocratic. They noted most members of Congress hadn’t read the implementing legislation and had no idea about the powers of the WTO. To get public attention, Ralph Nader, the founder of Public Citizen, challenged every lawmaker to take a quiz on the GATT. Only one senator, Hank Brown of Colorado, took him up on the quiz. Afterward, the senator noted that he was persuaded to vote against the GATT. Although a few journalists covered the quiz, it actually attracted little attention. Like the editors’ letter and the Washington Post “deal,” the quiz did not create the public concern that Public Citizen had hoped.57 To derail the GATT/WTO, opponents of the GATT next looked to the 1994 congressional election.

At first, the GATT/WTO looked iffy. The Republicans won a majority in both Houses, and the media interpreted their victory as a repudiation of President Clinton’s leadership. Despite the fifty-year record of trade bipartisanship, some Republicans seemed willing to deny Clinton a victory to show their power. Moreover, the administration could not necessarily count on the Democrats. On one hand, retiring and defeated members could vote however they wanted, without voter punishment. On the other hand, their vote could be discredited as not legitimately reflecting their constituents. GATT opponents argued that a vote on GATT could be illegitimate, because many of the voting lawmakers were defeated or retired. On November 10, Senators Jesse Helms, Strom Thurmond, and Larry Craig wrote to Senator Dole, urging that Congress delay consideration “in light of our Party’s victory on November 8.”58

But supporters began a deluge of positive public relations for the GATT/WTO. Administration officials went on the stump for the GATT, trying to create the impression that a GATT/WTO win was inevitable. At a speech at Georgetown University, President Clinton described the GATT vote as a test of “what kind of country we are and what kind of people we’re going to be.” After he got Dole’s support, Clinton expressed confidence that the GATT would pass the Congress. However, the chair of the Senate Finance Committee, Daniel Patrick Moynihan, was not sanguine. He warned on This Week with David Brinkley that “the most important vote of the decade” does not have enough votes.59

The president’s optimism stemmed from his belief that Republicans held the key to the GATT victory. Despite the opposition of prominent Republicans such as Ross Perot and Pat Buchanan, the Republican party leadership kept members in line. Proponents did not focus on the concerns of left-leaning Democrats, who feared the GATT/WTO’s impact on their constituents. There were few arguments made that would appeal to these Democrats, concerned about the GATT’s effect on the poor, on labor, and on the environment.60

Despite the forceful arguments of labor, environmentalists, isolationists, and other groups, the Congress overwhelmingly voted in favor of the GATT/WTO. Seventy-six percent of both houses voted in favor of the WTO.61

The Public and the WTO/GATT Debate

Given the debate on sovereignty, on state-federal relations, and the relationship between trade policy and other policy goals, public opinion should have been the great tug-of-war. But that is not what happened. The public remained an untapped potential source of support.62

Table 10. Some Prominent Proponents and Opponents of WTO



	Some Proponents:

Agriculture: National Association of Wheat Growers, American Farm Bureau

Labor: None

Business: Alliance for GATT NOW, Coalition of Service Industries, Securities Industry Association, Motor and Equipment Manufacturers Association, American Furniture Manufacturers Association, National Association of Manufacturers

Prominent Americans: Congressman Jim Kolbe, former congressman Bill Frenzel, legal scholar and former judge Robert Bork, legal scholar John H. Jackson, former trade negotiator Jules Katz, investment banker Felix G. Rohaytn

Citizens Groups: Consumers Union

	Some Opponents:

Agriculture: National Farmers Union, American Corn Growers, National Soybean Association

Labor: AFL-CIO, International Brotherhood of Teamsters, Amalgamated Clothing and Textile Workers Union, International Ladies Garment Workers Union

Business: American Iron and Steel Institute, Manufacturing Policy Project, Pantagonia Company

Prominent Individuals: consumer advocate Ralph Nader, legal scholar Bruce Fein, business leader Ross Perot, Phyllis Schlafly, Jesse Jackson, former governor Jerry Brown

Citizen’s Groups: Sierra Club, Defenders of Wildlife, Public Citizen, National Wildlife Federation, Food for Peace, United We Stand America, Friends of the Earth, National Consumers League, NAACP





Sources: Senate Finance Committee, Results of the Uruguay Round Trade Negotiations Hearings, 103rd Cong., 2d sess., Feb. 8-Mar. 23, 1994; House Committee on Ways and Means, The World Trade Organization Hearing, 103d Cong., 2d sess., June 10, 1994; and Senate Committee on Commerce, GATT Implementing Legislation Hearings.

Polls revealed three major insights about public opinion: the public was apathetic, most Americans still knew very little about the GATT, and the more Americans heard about the GATT/WTO, the more likely they were to support it. This may explain why concerns about sovereignty did not derail the GATT/WTO.63 For example, a July telephone survey of 3,800 Americans found 62 percent favored free trade agreements such as NAFTA and GATT; only 28 percent opposed them. On December 1, 1994, the day of the Senate vote, of some 1,511 adults polled by Princeton Survey Research Associates only 44 percent followed the GATT debate, but 64 percent of those 44 percent who followed the debate closely said they supported the GATT agreement, whereas 28 percent opposed.64 An NBC/Wall Street Journal poll in December 1994 found that 42 percent thought the GATT would be a good thing, 17 percent considered it a bad thing, and 39 percent said they didn’t know enough about GATT to say.65

Grassroots organizations, however, did not ignore the public. Greenpeace and Public Citizen went door to door to oppose the GATT. Using new technologies, United We Stand linked a wide range of opponents to policymakers. Yet they failed to motivate the public to rise up and oppose the WTO.

The Achievement of the WTO

In light of growing questioning about the benefits of freer trade, new protectionist activism, and a generally apathetic public, how can we explain the achievement of the GATT/WTO? Ever so gradually, consciously and unconsciously, the American people are adapting to global economic interdependence. We sense it in the wages we get at work and in our inability to keep drugs, pollution, and disease from our shores. The approval of the WTO was a tacit recognition by Congress that we Americans live in the global village—there is no other village we can move to. But it was also an implicit recognition of our declining economic clout. The United States needs the WTO.




Conclusion:
Democracy and Economic Interdependence

The March 30, 1995, letter from Senators Bob Packwood and Daniel Patrick Moynihan to the president of the United States was brief and to the point. “We are writing to propose that the WTO establish its headquarters not in Geneva (where it will be viewed as simply a continuation of the GATT) but . . . here in Washington, D.C. Locating the WTO’s permanent headquarters in Washington would do much to . . . help build the support of the American public for its work.” In this way, the United States could address the concerns about sovereignty that were at the “heart of last year’s debate” by making the new international organization “easily accessible to our citizens.”1

As the twentieth century comes to a close, no American can escape the global economy. Every hour of every day we see, smell, hear, taste, touch, read, or use goods and services traded between the United States and other nations. How we as citizens, taxpayers, producers, consumers, and shareholders manage America’s trade policies affect the kind of jobs that we hold, the cost and diversity of the things we buy, the health of our economy and our environment, and even economic opportunities for our children. Trade policies stand at the heart of the American dream.

There are lessons in the ITO and the WTO for policymakers and the public. Both of these proposals raised important questions about the relationship between the global economy, American institutions, and American values. Like the ITO, the WTO brought to the fore concerns about sovereignty, the ability of American workers to compete with low-wage workers, and America’s ability to compete with different forms of capitalism. As the two senators recognized, the ability of the GATT/WTO to open markets, settle trade disputes, enforce trade rules, and help produce rising standards of living for more of the world’s people will depend on the commitment of its members. The continuing support of the American people for the WTO will depend on a greater degree of public understanding of how global economic interdependence affects our economy and our democracy.2

The Public, Policymakers, and the ITO

The debate over the ITO was a lost opportunity to involve the American people in developing instruments to shape the global economy. In contrast with the architects of the European Recovery Plan and the United Nations, the ITO’s architects barely explained why radical changes to the nation’s trade policies were necessary. Because they did not root their arguments for the ITO in American economic and political tradition, they were unable to counter protectionist sentiment. Moreover, because they did not find a way to link multilateral trade liberalization to the economic circumstances of the voting public, their arguments for the ITO and the GATT had little political resonance.

The early development of the ITO and the GATT was insular and secretive. State Department officials did not begin consultations with concerned interest groups until 1946 or hold public hearings on the plans until 1947. While they verbalized the need to work with the Congress to achieve their goals, they devised much of their strategy without consulting Congress.

Neither Roosevelt nor Truman administration officials developed effective arguments to awaken the American public to the potential benefits of the ITO and the GATT. The ITO’s architects frequently changed their rationale for the ITO during its short life. They began by justifying the ITO on the belief that international economic cooperation could help prevent war. But during the peak of public support for internationalism in 1945-46, the ITO had not even been pushed through its first international negotiation.

After 1946, policymakers found it very difficult to explain to the public why the United States needed to create an international institution to codify world trade. Most Americans did not perceive trade liberalization as crucial to developing an orderly and prosperous U.S. economy or global peace. U.S. government officials argued that a multilateral system of freer world trade would complement the economic and military efforts of the noncommunist nations in promoting a common cause against the threat of the Soviet Union. Taking in more imports, they told Americans, could both spur European recovery and lessen the appeal of communist regimes. But the connection between increased trade, imports, and communism seemed obscure to many Americans. How could increased trade prevent the spread of communism? Policymakers explained this connection inadequately, so the public did not develop any marked enthusiasm for this reconfiguration of the national interest.

American fear of communism dealt a mortal blow to the ITO. After 1948, many Americans saw in the final charter of the ITO the unacceptable extension of parameters for government intervention in the economy. They feared this meant the decline of America’s liberal democratic tradition; they saw various forms of government intervention from the TVA in the United States to total state control of production in the Soviet Union as the same thing: “planning.” They believed the ITO legitimized government control at the international level and warned that the U.S. system of free enterprise could be stifled by global economic regulation.

Moreover, because it included nations with very different economic systems, the ITO seemed to condone trade between free-market economies and statist economies, the very type of system the United States opposed. In this environment, the ITO appeared hypocritical as well as ineffective. Once the centerpiece of foreign economic policy, the ITO had now become a subsidiary weapon to stop the spread of communism. When its purpose was redefined to beat back communism, the complex ITO lost its moorings and its credibility.

Proponents of freer trade rarely used domestic economic conditions to justify the ITO or the GATT to the American people through the crucial years of proposal development (1943-45), negotiation (1945-47), and public scrutiny (1948-51). Postwar America, however, was a potentially ripe market for increased imports. Several concepts might have resonated with the man and the woman on the street. As the State Department’s own polls showed, in 1945-50, people were more conscious of the threat of foreign products to their jobs than of the opportunity for cheaper imports and increased exports. Thus, a carefully crafted emphasis on how trade creates more jobs than it destroys might have helped to build public support. Between 1945 and 1947, however, these officials missed an opportunity to link voter self-interest to freer trade policies. By showing how imports could alleviate goods shortages and hold down the cost of living—two economic issues that deeply concerned most voters—they might have built public understanding and support.

The public wanted policymakers to give them more information about the world economy. Although 70 percent of 1,289 Americans polled by the National Opinion Research Center (NORC) in March 1948 thought the United States should take an active role in the world, 63 percent believed officials of the U.S. government were “not telling the people all they should about our foreign policy.”3 In 1949, when NORC asked Americans which policies they would like to know more about, some 14 percent, the largest percentage, felt the government should tell the people more about its economic relations abroad.4

Ambivalence and Indecision Among Executive Branch Policymakers

The failure to create public understanding of this final international institution was, to a great extent, a failure of leadership. Neither Roosevelt nor Truman devoted much effort to creating public understanding of America’s interdependence in the world economy. Moreover, the ITO never benefited from consistent support at the highest levels of government. Trade policy was not a key concern for Roosevelt. By 1945, even Cordell Hull seemed unwilling to explain why trade and employment policies needed to be linked in a new international organization. Although Truman seemed interested in the ITO, he was not willing to expend political capital on its behalf. Verbiage about the importance of increased trade could not disguise the fact that these senior officials, like most Americans, did not see the ITO or the GATT as crucial policy tools. Given the press of events, this is understandable.

However, officials at the working level also bear much of the blame for the abandonment of the ITO. The ITO’s architects were so sure that the ITO met the national interest that they did not involve the members of the concerned public or Congress in its development until 1947. After these officials responded to the concerns of business interests about the ITO’s investment clauses, they ended up with an ITO that left many supporters of trade liberalization disappointed and many business leaders alienated. Although they organized hearings around the nation to encourage grassroots comment on the ITO, they set up no permanent channel for members of the public to speak with State Department officials about trade policies.

After 1947, the Republican-controlled Congress and protectionists used the RTAA hearings to challenge the administration’s plans. Protectionist members of Congress were able to take advantage of the fact that several Republicans and Democrats were alienated by the State Department’s manner of presenting the ITO. The Truman administration delayed telling Congress for two years whether the ITO would be presented as a joint resolution or a treaty. As the congressional calendar became crowded with emergency legislation, the administration discovered it had used up some of its limited goodwill on the emergency loan to Britain in 1946 and much of the rest on the ERP. Without a significant constituency, the ITO had to wait and would still be waiting as the political and economic environment changed dramatically.

A Policy Alternative

The development of the GATT made the case for the ITO even weaker. Many members of Congress and the concerned public did not understand the rationale for passing both measures. The congressional and public hearings on the ITO in 1947 revealed considerable support for the GATT’s more limited approach to trade liberalization, but the ITO’s architects ignored these signals. At the same time, some ITO opponents tried to discredit the ITO by linking its supporters to communism. In the face of these developments, the ITO’s day on Capitol Hill was again postponed. The policy’s supporters debated whether the RTAA, the ITO, the GATT, or all three should be given top priority. Their indecision lessened their credibility, and over time this undercut the likelihood of congressional approval of the ITO.

But in 1950 the administration’s vacillation came to a halt. Why was the administration suddenly willing to abandon the ITO? Truman had to defend two of his administration’s own foreign policy inventions, the Marshall Plan and the Point IV Program (a foreign assistance program). The administration had not developed the ITO, and many of its prominent foreign economic policy officials thought that it was no longer the right mechanism for the times. Confronted with one crisis after another, these officials turned to short-term tools that were more flexible than the ITO. In addition, because opponents had successfully linked it to communism, the ITO was tainted. The ITO had never been popular, and the administration did not want to risk its political capital on this policy mechanism when it had the alternative of the GATT. Finally, administration officials understood that they would need the support of influential elites in business, labor, farm, and civic groups to achieve their larger foreign policy goals. Several of the most prominent business associations supported abandoning the ITO for the GATT. As a result, by 1949, growing numbers of State Department officials believed they could appease ITO supporters by enhancing the GATT.5

The Achievement of the WTO

Like Harry Truman, Bill Clinton did not make the GATT/WTO his top priority. In his view, he had been elected to focus on domestic policies, such as healthcare and welfare reform. However, he soon found himself defending major trade policy innovations—the NAFTA and then the GATT/WTO.

In getting approval of the Uruguay Round and the new WTO, the Clinton administration and WTO proponents had to prevail in a Congress divided not just along party lines or by attitudes toward free trade, but also divided by attitudes about financing government. The debate was colored by very real concerns that the U.S. could lose control of its health, environmental, workplace, and safety standards. The NAFTA had strained the president’s relations with his party’s traditional constituents such as labor, Progressives, and environmentalists. Opponents linked NAFTA to the interests of big business and not to the interests of average Americans. The Clinton administration responded by arguing that highwage, high skills jobs created by demand from emerging markets would keep the American dream alive.

The WTO, like the ITO, was complex and legalistic. Few Americans read the 655 pages of implementing legislation, which were accompanied over a thousand more pages of agreements, a statement of administrative action, and supporting statements. The magnitude of the legislation—its complexity and the need to juggle funding—furthered an impression that the WTO and U.S. trade policy were undemocratic. This was exacerbated by the time constraints inherent in the fast-track legislation. Thus, it was hard to counter perceptions that the whole Uruguay Round arrangement was being shoved down the American people’s collective throat.

Although Congress had urged policymakers to strengthen the GATT, the Reagan, Bush, and Clinton administrations had not fully explained the rationale for such a new international organization. And their arguments were confusing. Proponents argued that the WTO was simply an evolution and enhancement of the GATT. But that argument diluted one of the rationales for creating the WTO: that it would improve on the GATT by remaking it. Was it toothless, or was it the future policeman of world trade?6

Like ITO proponents, GATT/WTO proponents focused their efforts on opinion leaders. But opinion leaders who supposedly supported freer trade were equally divided about the relationship of the GATT/WTO to the United States. Both Senator Robert Dole and Congressman Newt Gingrich expressed worries about the WTO, adding legitimacy to the notion that the WTO subverted sovereignty. And they seemed perfectly willing to join opponents of multilateral free trade in delaying the vote. What was the public to think when their leaders were so divided?7

As the Clinton administration made its case to opinion leaders, opponents took to the streets, the Internet, and the airwaves to question the WTO/GATT. They found a diverse audience: among progressives concerned about social injustice, among economic nationalists, among environmentalists, and among growing numbers of Americans who believed that the U.S. was not “winning in world markets” and who feared their children would pay a price.8

Issues of access, full disclosure, and federal-state relations soon came to the fore in the WTO debate. Clinton administration officials were less effective at responding to very real concerns about democracy, which were raised by the negotiating process (where secrecy is required), the fast-track process (where Congress can only vote up or down on the entire implementing legislation in the ninety-day period); the deals struck to make up for the funding of the GATT/WTO; and the relationship of the WTO to American institutions and policy priorities. Yet most Americans did not understand or share these concerns about democracy. They were not engaged by the debate.

The GATT/WTO, in contrast with the ITO/GATT, benefited both from top administration and special interest support. Although business was divided on the GATT/WTO, many of America’s largest companies (the Fortune 500) and their suppliers were on board and willing to use their political and economic clout to make their case with the Congress and opinion leaders. The GATT/WTO also garnered the support of America’s most prominent consumers group, Consumers Union. In a series of eloquent speeches, the president linked support for freer trade to the American dream, to the hopes and fears of Americans. He seemed to have convinced crucial members of Congress who were willing to link good jobs to future markets. As Senator Barbara Mikulski noted, “I am a blue-collar Senator. . . . In the last decade, working people have faced the loss of jobs, lower wages and a reduced standard of living. . . . But voting against GATT will not save those jobs. . . . I am voting for GATT to generate more exports, to create more jobs.”9

Although the Uruguay Round received a resounding vote of support in both Houses of Congress, ultimately, the Congress did not resolve the fundamental issue that had also bedeviled the ITO: what is the relationship of trade policies to the achievement of other policy goals, and how should the world trade organization address these “national” issues? Should the WTO and future trade agreements be limited strictly to trade policy, or is it also necessary to develop codes to cover the environment, health and safety standards, and workers’ rights? These questions will continue to bedevil trade negotiations and the working of the WTO.

Democratizing Trade Policy in the U.S. and at the WTO

U.S. membership in the WTO will be a test of our democracy’s ability to adapt to a world where transactions, corporations, and technology are global but where our institutions, political allegiance, and culture remain national.10 Harlan Cleveland, a former Marshall Plan official, noted, the global free market will require “a global public sector to keep it more or less free by keeping it reasonably fair” and by balancing “liberty and equality” and “efficiency and fairness.”11 These are the values that we Americans cherish and want to encourage overseas. Ironically, these concerns have barely been addressed by WTO opponents, who have presented no real alternatives to the WTO.

Historians must always be careful when they use history to prescribe current policy options.12 I therefore make some cautious recommendations. First we must create a level of public understanding of trade policy commensurate with the importance of trade to the American economy. This requires that we find ways to make trade policy interesting to the American people. Trade policy should be a topic discussed in civics classes in America’s high schools and on shop floors. Policymakers should hold televised town-hall meetings to discuss how trade policy affects us in our many roles: as taxpayers, citizens, producers, consumers, friends of the earth, and shareholders. The president should play a more prominent role in educating Americans to the reality of global economic interdependence.

Because many Americans see trade policy as an issue about jobs, proponents must acknowledge that U.S. trade policy has resulted in some job loss. But policymakers should also let the record of freer trade policies speak in a comparison of jobs lost and gained, in benefits and costs to the unskilled as well as to skilled workers, in benefits and costs to American health and environmental standards, and in its effect upon the American democracy. Policymakers must be truthful about the distributional consequences of freer trade and the need to develop effective mechanisms to help those workers, localities, and industries that bear the costs of trade liberalization.13 This will allow the public to get a better understanding of how trade policy affects the achievement of other policy goals.

Second, we must continue to broaden the trade policymaking process in the United States. Under Ambassador Mickey Kantor, the Office of the U.S. Trade Representative created a channel to discuss trade issues at the state, local, and federal levels, and he appointed key state and local officials to the government’s main trade policy advisory committees.14 The Clinton administration also established a Trade and Environment Policy Advisory Committee to assist the president with issues involving trade and the environment.15 Finally, despite the opposition of business leaders and Commerce Department officials, the Trade Representative has also opened up some of the advisory committee meetings to public observers. Because the trade policymaking process often requires secrecy, Americans are struggling to find a new balance between sunshine and efficacy.16

But policymakers should heed concerns about the effects of global economic interdependence on U.S. democracy. The fears about sovereignty are fears about the survival of American policy objectives and institutions. Americans are learning that many of our policy problems are global in reach and thus, to fully address these problems, we must devise global responses.17

Although the United States was the main force behind international institutions such as the World Bank and the GATT, these institutions do not function according to U.S. standards of equity, openness, and democratic decision making.18 Although the American variant of openness may not become the GATT model, U.S. policymakers must continue to make GATT/WTO more open to public scrutiny and involvement.19 Pressure for greater openness is also coming from the public: a growing body of Americans of the Right and the Left are working to make the WTO (and other multilateral institutions) more accountable and democratic.20

Third, we must be more honest about the implications of a successful and more democratic WTO. The World Trade Organization holds the potential to regulate international business across borders. If policy-makers around the world succeed at making the WTO more accountable and responsive, this may undermine the legitimacy of the nation-state as “the sole conveyor of its citizens’ interests.”21 To tame global problems, the WTO may then become a true superstate, as some of its opponents have alleged. A strong and successful WTO may force Americans to rethink how we are governed.

In testimony to the Senate Foreign Relations Committee, Ralph Nader noted, “When historians look back on this period . . . either they will focus on it as a moment in which the Congress resisted the anti-democratic WTO or they will view it as the moment in which Congress ceded authority to safeguard the interests of this country and its inhabitants to this new autocratic international body.”22

Nader has underestimated the flexibility of the American democracy. As President Truman recognized, public policy is derived from the people. The opportunity to reconcile American democracy and global economic interdependence still exists. As the public becomes more cognizant of the costs and benefits of global interdependence, they will remake trade policy to promote democratic ideals or they will find new tools to order the chaotic world economy.23
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