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WEDNESDAY, MARCH 2, 1955

UNITED STATES SENATE,
ConInrrTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to notice at 10: 10 a. M., in room 312,

Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd (chairman), George, Kerr, Frear, Long,

Barkley, Millikin, Martin, Williams, Flanders, Malone, Carlson,
Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The meeting will come to order.
The legislation before the committee is H. R. 1, to extend the

authority of the President to enter into trade agreements under sec-
tion 350 of the Tariff Act of 1930, as amended, and for other purposes.

(1. R. 1 is as follows:)
[H. R. 1, 84th Cong., 1st sess.]

AN ACT To extend the authority of the President to enter into trade agreements under
section 350 of the Tariff Act of 1930, as amended, and for other purposes

Be it enacted by the Senate and Hovse of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the "Trade
Agreements Extension Act of 1955".

SEC. 2. The period during which the President is authorized to enter into
foreign trade agreements under section 350 of the Tariff Act of 1930, as amended
(19 U. S. C., sec. 1351), is hereby extended from June 12, 1955, until the close
of June 30, 1958.

SEC. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as amended
(19 U. S. C., sec. 1351 (a)), is hereby amended to read as follows:

"(a) (1) For the purpose of expanding foreign markets for the products
of the United States (as a means of assisting in establishing and maintaining
a better relationship among various branches of American agriculture, indus-
try, mining, and commerce) by regulating the admission of foreign goods into
the United States in accordance with the characteristics and needs of various
branches of American production so that foreign markets will be made available
to those branches of American production which require and are capable of
developing such outlets by affording corresponding market opportunities for
foreign products in the United States, the President, whenever he finds as a
fact that any existing duties or other import restrictions of the United States
or any foreign country are unduly burdening and restricting the foreign trade
of the United States and that the purpose above declared will be promoted by
the means hereinafter specified, is authorized from time to time-

"(A) To enter into foreign trade agreements with foreign governments
or instrumentalities thereof containing provisions with respect to inter-
national trade, including provisions relating to tariffs, to most-favored-
nation standards and other standards of nondiscriminatory treatment af-
fecting such trade, to quantitative import and export restrictions, to customs
formalities, and to other matters relating to such trade designed to promote
the purpose of this section similar to any of the foregoing: Provided, That
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no such provision shall be given effect in the United States in a manner
inconsistent with existing legislation of the United States: Provided fur-

ther, That the enactment of the Trade Agreements Extension Act of 1955

shall not be construed to determine or indicate the approval or disapproval

by the Congress of organizational provisions of any foreign trade agree-

ment entered into under this section.
"(B) To proclaim such modifications of existing duties and other import

restrictions, or such additional import restrictions, or such continuance,

and for such minimum periods, of existing customs or excise treatment of

any article covered by foreign trade agreements, as are required or appro-

priate to carry out any foreign trade agreement that the President has

entered into hereunder.
"(2) No proclamation pursuant to paragraph (1) (B) of this subsection shall

be made-
"(A) Increasing by more than 50 per centum any rate of duty existing , on

January 1, 1945.
"(B) Transferring any article between the dutiable and free lists.

"(C) In order to carry out a foreign trade agreement entered into by the

President before June 12, 1955, decreasing by more than 50 per centum any

rate of duty existing on January 1, 1945.
"(D) In order to carry out a foreign trade agreement entered into by

the President on or after June 12, 1955, decreasing (except as provided in

subparagraph (E) of this paragraph) any rate of duty below the lowest
of the following rates:

"(i) The rate 15 per centum below the rate existing on July 1, 1955.
"(ii) In the case of any article which the President determines, at

the time the foreign trade agreement is entered into, is normally not
imported into the United States or is normally imported into the United
States in negligible quantities, the rate 50 per centum below the rate
existing on January 1. 1945. This clause shall not apply with respect
to any article unless it is identified in the list required by section 3 (a)
of the Trade Agreements Extension Act of 1951, as amended (19 U. S. C.,
sec. 1360 (a)), for possible consideration as an article which is normally
not imported into the United States or is normally imported into the
United States in negligible quantities.

"(iii) In the ease of any article subtle, to an ad valorem rate If duty

above 50 per centum (or a combination of ad valoreni rates agtaregitiin "

more than 50 per centum), the rate 50 per centum ad valoren (or a
combination of ad valorem rates aggregating 5o per centumi). In the
case of any article subject to a specific, rate of duty (or a combination
of rate including a specific rate) the ad valorema equivalent of which
has been determined by the President to have been above 50 per 'entum
during a period determined by the President to he a representative
period, the rate 50 per centum ad valorem or tfie rate (or a combination
of rates), however stated, the ad valoren equivalent of which tile
President determines would have been 50 per eentum during such period.
The standards of valuation contained in section 402 of this Act (as in
effect during the representative period) shall be utilized by the Presi-
dent, to the maximum extent he finds such utilization practicable, in
making the determinations under the preceling sentence.

"(E) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, to which tie Government of Japan is a
party and with respect to which notice of intention to negotiate was pub-
lished on November 16, 1954 (19 F. R. 7379), if the President determines
that such decrease is necessary in order to provide expanding export mar-
kets for products of Japan (including such markets in third countries),
decreasing by more than 50 per centumn any rate of duty existing on January
1, 1945.

"(3) (A) Subject to the provisions of subparagraphs (B) and (C) of this
paragraph, the provisions of any proclamation made under paragraph (1) (B)
of this subsection, and the provisions of any proclamation of suspension under
paragraph (5) of this subsection, shall be in effect from and after such time as
is specified in the proclamation.

"(B) In the case of any decrease in duty to which paragraph (2) (D) of this
subsection applies-
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"(i) if the total amount of the decrease under the foreign trade agreement
does not exceed 15 per centun) of the rate existing on July 1, 1955, the
amount of decrease becoming initially effective at one time shall not exceed

per centum of the rate existing on July 1, 1955;
"(ii) except as provided in clause (i), not more than one-third of the

total amount of the decrease under the foreign trade agreement shall become
initially effective at one time; and

"(iii) no part of the decrease after the first part shall become initially
effective until the immediately previous part shall have been in effect for
a period or periods aggregating not less than one year.

"(C) No part of any decrease in duty to which the alternative specified in
paragraph (2) (D) (i) of this subsection applies shall become initially effective
after the expiration of the three-year period which begins on July 1, 1955. If
any part of such decrease has become effective, then for purposes of this sub-
paragraph any time thereafter during which such part of the decrease is not
in effect by reason of legislation of the United States or action thereunder shall
be excluded in determining when the three-year period expires.

"(D) If the President determines that such action will simplify the computa-
tion of the amount of duty imposed with respect to an article, he may exceed
any limitation specified in paragraph (2) (D) or I E) of this subsection or sub-
paragraph (B) of this paragraph by not more than whichever of the following
is lesser:

"(i) The difference between the limitation and the next lower whole
number, or

"(ii) One-half of 1 per centum ad valorem.
In the case of a specific rate (or of a combination of rates which includes a
specific rate), the one-half of 1 per .entiim sliecified in clause (ii) of the pre-
ceding sentence shall be determined in the same manner as the ad valorem effect
of rates not stated wholly in ad valorem terms is determined for the purposes
of paragraph (2) (L)) (iii) of this subsection.

"(4) In exercising his authority under this section, the President shall avoid,
to the maximum extent he deems practicaile and consistent with the purpose
of this section, time subdivision of classification categories.

"1 5) Subject to the provisions of section 5 of the Trade Agreements Extension
Act of 1951 (19 U. S. C., sec. 136;2), duties and other import restrictions pro-
claimed pursuant to this section shall apply to articles the growth, produce, or
manufacture of all foreign countries, whether imported directly or indirectly:
Proridcd, That the President shall, as soon as practicable, suspend the applica-
tion to articles the growth, produce, or mainufactilre of any country because of
its discriminatory treatment of American commerce or because of other acts
(including the operatioils of international cartels) or policies which in his

01 illtin tend to defeat the un'pi soim of this section.
"(6) The President may at any time terminate, in whole or in part, any

proclamation made Irsuant to this section."
(b) The last sentence of section 350 (b) of the Tariff Act of 1930, as amended

(19 U. S. C., sec. 1351 (b)), is hereby amended to read as follows: "No rate of
duty on products of Cuba shall be decreased-

"(1) In order to carry out a foreign trade agreement entered into by the
President before June 12, 1955, by more than 50 per centum of the rate of
duty existing on January 1, 1945, with respect to products of Cuba.

"(2) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, below the applicable alternative specified
in subsection (a) (2) (D) or (E) (subject to the provisions of subsection
(a) (3) (B), (C), and (D)), each such alternative to be read for the pur-
poses of this paragraph as relating to the rate of duty applicable to products
of Cuba. With respect to products of Cuba, the limitation of subsection (a)
(2) (D) (iii) may be exceeded to such extent as may be required to maintain
an absolute margin of preference to which such products are entitled "

(c) Subsection (c) of section 350 of the Tariff Act of 1930, as amended (19
U. S. C., sec. 1351 (c)), is hereby amended by inserting "(1)" after "(c)", by
striking out "(1)" and inserting in lieu thereof "(A) ", by striking out "(2)" and
inserting in lieu thereof "(B)", and by adding at the end thereof the following
new paragraph:

"(2) For purposes of this section-
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"(A) Except as provided in subsVction (d) and subparagraph (C)
of this paragraph, the terms 'existing on January 1, 1945' and 'existing
on July 1, 1955' refer to rates of duty (however established, and even
though temporarily suspended by Act of Congress or otherwise) exist-
ing on the date specified, except rates in effect by reason of action taken
pursuant to section 5 of the Trade Agreements Extension Act of 1951
(19 U. S. C., sec. 1362).

"(B) The term 'existing' without the specification of any date, when
used with respect to any matter relating to the conclusion of, or procla-
mation to carry out, a foreign trade agreement, means existing on the
day on which that trade agreement is entered into.

"(C) In applying paragraphs (2) (D) (i) and (3) (B) (i) of sub-
section (a), the rate of duty on an article included in a foreign trade
agreement with respect to which notice of intention to negotiate was
published on November 16, 1954 (19 F. R. 7379), if such agreement is
entered into before July 1, 1955, shall be considered to be the rate
'existing on July 1, 1955'."

(d) Section 350 of the Tariff Act of 1930, as amended (19 U. S. C., sec. 1351),
is hereby amended by adding at the end thereof the following new subsection:

"(e) The President shall submit to the Congress an annual report on the
operation of the trade agreements program, including information regarding
new negotiations, modifications made in duties and import restrictions of the
United States, reciprocal concessions obtained, modifications of existing trade
agreements in order to effectuate more fully the purposes of the trade agreements
legislation (including the incorporation therein of escape clauses), and other
information relating to that program and to the agreements entered into there-
under."

SEC. 4. Subsection (b) of section 6 of the Trade Agreements Extension Act of
1951, as amended (19 U. S. C., sec. 1363 (b)), is hereby amended by striking out
the second sentence thereof.

Passed the House of Representatives February 18, 1955.
Attest:

RALPH R. ROBERTS, Clerk.

The CHAIRMAN. The chairman has been requested to read a com-
munication from Secretary Dulles:

I am sorry my absence from Washington makes it impossible for me toappear personally today to urge the enactment of H. R. 1. However, I do
want to take this opportunity to stress the importance of this legislation in
the national interest of the United States.

As I stated in my testimony before the Ways and Means Committee I am
convinced that the enactment of this bill will promote the security and welfare
of the United States.

The legislation before your committee provides modest tariff-reducing author-
ity. It is a minimum program. It would enable us to advance friendly trade
relations with our friends and allies and thus build up the indispensable
economic ties without which our mutual defense would fail.

The Chair is informed that Secretary Dulles will appear before
the committee in person on March 14.

The Chair wishes to make a part of the record the reports of
the Bureau of the Budget and the Department of the Interior on
H. R. 1 expressing favorable comments.

(The reports referred to follow:)
EXECUTIVE OFFICE OF THE PRESIDENT,

BUREAU OF THE BUDGET.
Washington 25, D. C., March 2, 1955.

Hon. HARRY F. BYRD,
Chairman, Commnittee on Finance,

United States Senate, Washington 25, D. C.
My DEAR MR. CHAIRMAN: This letter is in reply to your request of February

23, 1955, for a report on H. R. 1, a bill to extend the authority of the President
to enter into trade agreements under section 350 of the Tariff Act of 1930, as
amended, and for other purposes.
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This bill would provide for a 3-year extension of authority to negotiate
tariff reductions on a gradual, selective, and reciprocal basis, a4 the President
recommended in his message on foreign economic policy transmitted to the
Congress on January 10, 1955. The message stated that such a moderate
program can add immeasurably to the security and well-being of the United
States and the rest of the free world.

For these reasons, enactment of this legislation vould be in accord with the
program of the President and is recommended.

Sincerely yours,
ROWLAND HUGHES, Director.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

Washington D. C., March 8, 1955.
HEon. HARRy F. BYRD,

Chairman, Committee on Finance,
United States Senate, Washington, D. C.

My DEAR SENATOR BYRD: I am pleased to comply with the request of your
committee for the views of this Department on H. R. 1, a bill to extend the
authority of the President to enter into trade agreements under section 350 of
the Tariff Act of 1930, as amended, and for other purposes.

I recommend its enactment.
In spite of the predominantly domestic nature of the work of the Department

of the Interior, the Department has substantial interests in the field of inter-
national trade. The Department's program is affected both by competing im-
ports from sources abroad as well as by availability of foreign markets for the
products of public and reclamation lands, fishery resources, petroleum, and
mining industries. The economies of our territories are likewise stimulated or
retarded by the flow of goods in international trade.

The committee is, of course, familiar with the issues involved in the imports of
petroleum and natural gas, tuna and other fishery products, lead, zinc, fluorspar,
potash, and other metals and minerals. Important also are the opportunities to
expand our export markets for coal, sulfur, agricultural products, and manu-
factured goods which use the output of our mines.

H. R. 1 would extend for 3 years the authority of the President to negotiate
tariff reductions with other nations on a gradual, selective, and reciprocal basis.
Care will be exercised, and much thought will be given to future tariff reductions.
Thus, I do not anticipate wholesale reductions in the tariffs on metals and
minerals, for example. These tariffs are already substantially below the levels
of protection afforded other segments of the economy. With few exceptions,
the duties on ores and unprocessed minerals are so low as to offer little re-
strictive effect upon imports. As a rule, the duties on mineral imports are
specific whereas in other commodities they are likely to be ad valorem. Rising
price levels have reduced the protective effect of specific tariffs while ad valorem
duties have, of course, increased with rising prices.

The several provisions of the proposed bill limiting the extent to which tariffs
may be reduced plus the peril point and escape clause provisions of existing
legislation assure the continued vitality and diversification of our industry
and adequate protection to essential domestic production of strategic materials.

This Department is of the opinion that the interests of the Nation are best
served by a program of continued effort on a gradual, selective, and reciprocal
basis to lower restrictive barriers and liberalize and expand the flow of goods in
international trade.

The Bureau of the Budget has advised that there is no objection to the sub-
mission of this report to your committee.

Sincerely yours, (Signed) DOUGLAS McKAY,
Secretary of the Interior.

The CHAIRMAN. The first witness today is the Assistant Secretary
of the Department of Agriculture, Mr. Earl L. Butz, who is speaking
for the Secretary of Agriculture, who is in Latin America.

Will you proceed, sir, in your own way.
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STATEMENT OF EARL L. BUTZ, ASSISTANT SECRETARY OF AGRI-
CULTURE, ACCOMPANIED BY GUSTAVE BURMEISTER, ASSISTANT
ADMINISTRATOR, FOREIGN AGRICULTURE SERVICE UNITED
STATES DEPARTMENT OF AGRICULTURE

Mr. BUTZ. I%1r. Chairman and members of the committee, I have
a brief statement I would like to present to the committee.

The Department of Agriculture is pleased to appear before this
committee in support of the Trade Agreements Extension Act of 1955.

Secretary Ezra T. Benson had planned to appear personally before
this committee in support of the proposed legislation, but cannot do
so today because he is in the middle of a trip to several Latin-Ameri-
can countries. However, lie did personally endorse the legislation in
his testimony before the House Ways and Means Committee on Janu-
ary 17, 1955.

I am pleased to present the views of the Department before this
committee. As one with several years' background in agricultural
economics work becore coming with Government, I personally find it
easy to endorse the objectives and provisions of the proposed legisla-
tion. The enactment of this legislation will represent a substantial
contribution to the prosperity of our American agriculture, industry,
and labor, while also strengthening America's foreign policy.

President Eisenhower, in his 1955 state of the Union address indi-
cated the broad responsibilities which we carry and the spirit in which
we should move forward.

We must expand international trade and investment and assist friendly na-
tions whose own best efforts are still insufficient to provide the strength essen-
tial to the security of the free world.

The recent economic progress in many free nations has been heartening. The
productivity of labor and the production of goods and services are increasing
in ever-widening areas. There is a growing will to improve the living standards
of all men. This progress is important to all people. It promises us allies who
are strong and self-reliant; it promises a growing world market for the products
of our mines, our factories, our farms.

H. R. 1 would extend for 3 years the present Trade Agreements Act,
which goes back to 1934. It would authorize the President, subject to
the present peril and escape-clause provisions:

First. To reduce through multilateral and reciprocal negotiations
tariff rates on selected commodities by not more than 5 percent per
year for 3 years.

Second. To reduce, by not more than one-half over a 3-year period,
tariff rates in effect on January 1, 1945, on articles which are not now
being imported or which are being imported in negligible quantities.

We have seen in the last 2 years that under the Trade Agreements
Act, as annually renewed, there was no serious depression of our
economy. In fact, we are currently enjoying a high peacetime level
of economic activity. Therefore, it seems to me, the time has come to
renew the act not just for a year, but for 3 years. That will have a
stabilizing effect and increase confidence throughout the free world.

The Trade Agreements Extension Act of 1955 opens several avenues
down which we may travel to effectuate a trade policy that will best
serve the interests of American agriculture and industry. it is My
desire today to list what I believe to be the main benefits to our
country which may result from the passage of this legislation.
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Producers of agricultural and industrial products will benefit.
Additional imports of noncompetitive farm products and nonfarm
products into the United States will help foreign countries to earn
dollars which will enable them to buy more of those products which
they need and want but cannot afford unless we also buy from them.
By citing some recent foreign data I may be able to amplify this
latter point.

The dollar value of our total imports for the most recent 6 months'
period for which data are available (July-December 1954) was
$4,948 million. The data for the comparable months of 1953 and
1952 were $.5,213 million and $5,321 million, respectively. Thus it
can be seen that dollarwise the value of our imports has been declining
during the last 3 years.

WVhat has been happening to our exports of farm and nonfarm
products during this same period '? For the last 6 months of 1954, the
dollar value of total exports was $7,303 million as compared with
$7,595 million during the comnlarable months of 1953. This repre-
sents a decrease of almost $.300 million in exports in 1954 from the
1953 level. Our imports for this same period dropped some $26.5
million, as previously indicated.

As you members of this committee well know, the Department ,)f
Agriculture has l)eeii enmplisizili" stroiigly dung the last 15 inoithis
the expansion of exports of farm products. The total value of our
farm exports has increased some during the July-December period
of each year since 1!)52. In July-December 1953, our farm exports
were $29 million more than for the samie months of 1952; during the
last 6 months of 1954, the dollar value of our farm exports was
up more than $100 million over the 1953 level, reaching $1,55- million.
The decline in the value of our total exports, mentioned above, was
entirely attributable to the drop in our nonagricultural exports.

The (iit I w ish to call particularly to your attention is that
under Public Law 481), which you so wi. elv enacted last year, we are
entering into competition for world markets, rather than settling"
for the role of the world's residual supplier. IIowever, if we hope to
maintain this higher level of farni exports, foreign countries will need
to get more d(ollrs to buy these farm products from us. One way
of achieving this desirable goal is to reduce our tariff 1irriers on
industrial products with Japan and other countries which buy larre
quantities of American farm products. This is one of the main
provisions of the Trade Agreements Extension Act of 1955. But
the element of reciprocity must be kept in the foreground before
we enter into any trade negotiations-i. e., these trade negotiations
must lie mutually beneficial to the United States and to the other
party or parties. ITnder the trade agreements program, comcessions
have been obtained for many farimi products which we customarily
eXport front the ITnited States in aiy significant quantity.

American consumers of agricultural and industrial products will
likewise benefit from the provisions of this reciprocal trade agreements
legislation we are discussing. The domestic consumer in the Unitedt
States is able to buy many commodities at lower prices because export
business has permitted greater mass economies than would have been
possible in the absence of the added export volume. This has been
more true for industrial products than for farm products. However,
as a result of trade, American consumers do have a larger variety of
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farm products than we otherwise would have. Coffee, bananas, tea,
and cocoa are good examples of these.

We need a further increase of exports of some of our "basic" crops,
such as cotton and wheat. During the calendar year 1954 our exports
of raw cotton amounted to the equivalent of over 6 million acres of
cotton. This amounts to almost one-third of the entire cotton crop
harvested last year.

Our exports of wheat grain and wheat flour in 1954 represented the
equivalent of more than 14 million acres of wheat. This quantity of
wheat exports is the equivalent of 26.5 percent of the total wheat acre-
age harvested in the United States last year.

For the calendar year 1954 our exports of unmanufactured tobacco
of all kinds and types were the equivalent of almost 1 acre out of
every 4 harvested. In the case of rice, our 1954 exports represented
more than 22 percent of the harvested acreage.

In addition to these exports of raw and semiprocessed farm prod-
ucts, we exported sizable quantities of these same products in a manu-
factured form-such as cotton textiles, cigarettes, macaroni, cereals,
et cetera.

By exporting sizable quantities of these basic crops, we were sell-
ing them to consumers rather than having them stored by the Com-
modity Credit Corporation. We were disposing of our surpluses
rather than storing them at the taxpayer's expense. It is our expecta-
tion that the renewal of the Trade Agreements Act, along with our in-
creased emphasis on marketing, will enable the Department of Agricul-
ture to make progress in reducing CCC stocks of farm products.

Obviously, these sizable exports of agricultural products are most
beneficial to the American farmer. Under the existing agricultural
legislation where we find it necessary to restrict the acreage of such
crops as wheat and cotton, we are thankful that our exports of wheat
and cotton do represent over 14 million acres of wheat and more than
6 million acres of cotton. If we do anything to impair the effective-
ness of our present trade policy, the impact would be most serious on
agriculture, as well as on the rest of our economy.

As American citizens, we all will benefit from the passage of this
trade-agreements legislation. International trade creates a stronger
free world and thus contributes to the possibilities for maintaining
world peace.

The horizons that open up ahead by a freer trade among nations
were indicated by President Eisenhower when he said:

The peace we seek, founded upon decent trust and cooperative effort among
nations, can be fortified-not by weapons of war-but by wheat and by cotton;
by milk and by wool; by meat, by timber, and by rice.

Because of resource deficiencies, other free countries are unable to
produce all the products they need to be economically and militarily
strong enough to resist aggression. Western Europe relies on imports
to supply a large part of its food and materials. United States ex-
ports help make up this deficiency. In turn, many critical raw mate-
rials needed by our defense effort are not found in this country at all
or in insufficient quantities.

Japan is one of the most important markets for United States farm
products. This bill makes special provision to proceed with the cur-
rent tariff negotiations with Japan under the present Trade Agree-
ments Act.



TRADE AGREEMENTS EXTENSION 9

There are some people who urge that we refrain from granting
-Japan any further trade concessions, either directly or indirectly.
Their fears are based on the potential threat that such increased im-
ports might have on the future of American industry. However, in
order for Japan to continue to buy annually $400 million, or more, of
our commodities produced on American farms, Japan must be per-
mitted to earn dollars. That is the purpose of our present negotia-
tions with Japan and third countries. We must remember that if our
negotiations with Japan are successful, we will be compensated in at
least two ways: first, retaining Japan as a member of the free world;
and secondly, being able to continue to sell Japan such large quantities
of American cotton, wheat, soybeans, rice and other products.

Summary: Since the United States is the greatest creditor Nation
in the world, we should and must take the leadership in expanding
world trade.

President Eisenhower recently stated that,
A program built around this legislation provides for reciprocity, and in the

program's administration the principle of true reciprocity will le faithfully ap-
plied. Americans cannot alone solve all world trade difficulties; the coopera-
tion of our friends abroad is essential. With such cooperation, this program pro-
rides the means for doing our part to help emancipate free-world commerce
from the shackles now holding back its full development.

This legislation provides the authority needed to expand trade.
It also I)rovides desirable safeguards to agriculture. The legislation
contains provisions which make it clear that trade agreements cannot
be used to inodifyi any ilport restrictio,-, itiposed under section 22
or to limit the authority to impo.e inijlort restrictions under section
22 of the Agricultural Aduslient Act, as amended. Thus, our do-
mestic farm programs will lie protected from disruptive rates of in-
crease in imports.

This legislation has received the s upport of the major farm organi-
zations of this country.

For the forego oing reasons, it is desirable to have congressional ap-
proval of the Trade Agreements Extension Act of 1955. By taking
such action it will reassure the free nations of the world that we are
sincere in our desire to promote a freer exchange of goods between the
United States and other nations. It surely will assist us in agricul-
ture to hold and expand the foreign markets for our farm products.

The CHAIR-MAN. Thank you very much, Mr. Secretary.
Any questions ?Senator MILIi N. Mr. Chairman, I would like to ask the witness

how much of our foreign exports, of farm commodities, does he at-
tribute to the fact that we have been lending a lot of money and giving
a lot of money abroad, and to the fact that their foreign production has
been somewhat impaired due to the war and domestic disturbances.

Mr. BUTZ. It is very difficult, Senator. to isolate those figures pre-
cisely. A large share of our postwar exports of foreign products
was attributable to the fact that we were spending a lot of money
abroad on our defense effort and foreign rehabilitation efforts. A
lot of the decline from 3 or 4 years ago was no doubt due to the
fact that our expenditures abroad have declined.

Senator MILIJKIN. Is it also because they have picked up on their
own farm production?
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Mr. BUz. Yes, sir; that has been partly behind the farm export
decline.

Senator MILLIKIN. I notice you speak about a reduction on se-
lected commodities of not more than 5 percent a year for 3 years. Do
you think that would be a significant reduction?

Mr. BUTZ. In some cases, it may. It may mean the difference be-
tween trade and no trade. At least, it is a movement in the proper
direction of freer international trade.

Senator MILLIKIN. Would that not depend, if you were going to
preserve the reciprocal feature of the system, would that not depend
in part on what we get out of it?

Mr. BUTZ. Yes, indeed. One of the important features of this
legislation is the principle of reciprocity.

Senator MILLIKIN. We speak of noncompetitive farm products.
Would you give us an example of what those are?

Mr. BUTZ. Yes. Over a period of years, nearly half of our imports
of farm products are what we call noncompetitive farm products.
That includes such things as coffee, tea, rubber, bananas, cocoa, that
we import in very substantial quantities and some hard fibers, too.

Senator MILLIKIN. Those we want irrespective of the reciprocal
trade system. They are on the free list.

Mr. BUTZ. Yes ; they tend to be that.
Senator MILLInIN. There is no movement to put any of those prod-

ucts on a tariff-carrying basis; is that correct?
Mr. BuTZ. Yes, sir.
Senator MILLIKIN. So that has nothing to do with the immediate

problem before us.
Mir. BuTZ. Not a great deal, as I understand it.
Senator MILLIKIN. I notice you point out the fact that the new bill

provides for a reduction, provides authority to reduce rates in excess
of 50 percent to that level over a 3-year period. What is your theory
explaining why those rates have remained over 50 percent during
the whole life of the reciprocal trade system ?

Mr. BUTZ. I don't have the information to answer that question.
Perhaps Mr. Burmeister does.

Mr. BURATEISTER. In case of some of the agricultural products, it
is because we haven't negotiated with countries in which trade in those
Products would be important.

Senator MILLIKIN. We have had the opportunity.
Air. BURM3EISTER. Yes, but we did not negotiate with certain coun-

tries.
Senator MILLIKIN. Have you made a study of those rates that carry

more than 50 percent to determine-
Mir. BURM[EISTER. I haven't, no, sir.
Senator MILLIKIN. To determine whether they are really blocking

trade or whether they are considered necessary for the proper safe-
guarding of trade ?

Mr. BUR E TSTER. I recall a small listing of those products I think,
by the United States Tariff Commission. I believe it was last year'
But I have not made a study of the problem.

Semator MILLIKIN. Isn't it a fact that many of those rates over
50 percent are rates which, despite the fact that they are over 50
percent, continue to admit of imports?
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Mr1". BURMEISTER. That is true.
Senator MimIiIN. So that the 5 )( percent is not a magic figure from

which you can assume that all rates over 50 percent are wrong
Air. iURMEISTER. NO, sir.

Senator MILLIKIN. The past administration has been very strong ill
favor of reducing rates. They have had the opportunity to negotiate
with the countries of the worl. If rates had been maintained at more
than 50 percent and withstood all the negotiations to reduce them,
isn't there a somewhat fair assumption that perhaps those rates are
necessary for the proper safeguarding of our competitive American
products ?

,Ar. B]URMEISTER. I think that would be true in certain cases.
Senator iMILLiKIN. So that you wouldn't say that a 5)-l)ercellt rate

is in and of itself an evil rate and must be reduced
Air. BURMEISTER. I wouldn't say that.
Senator MILLIim x. ()r a rate that is more than that ?
Mr. BURMtEISTM. I wouldn't say that.
Air. BUZ. Tile act, (oes not imply, and the passage of tie act w ould

not automatically mean, that tile rates would be brought down below
50 percent. It authorizes the negotiating teams to negotiate in that
area.

Senator Aliii . They have the right to negotiate in that area
anyhow

Mr. BuTZ. That is right.
Senator MILLII.N. If there is not some sort of an implication thlt

the rate over 5(0 percent is wrong, there is no iirpose in having g it in
the act, because the administration is at liberty to negotiate any rates
that still remain , is that not correct

Air. BUTZ. Yes, sir.
Senator MiILLIKIN. Now, as to articles that are being imported into

this country in negligible quantities, perhaps it is necessary to keel ) the
rates and certain other limitations that do not allow a1 larger impor-
tation of those products; perhaps it is advisable to preserve those rates
and preserve those restrictions, whatever they may be, to safeguard
some American industries. Is that conceivable

Mr. BUTZ. That is conceivable. I am sure the Trade Agreements
Committee will take that into consideration. They will be guided by
the principle of reciprocity. They will make no concession unless they
get one in return.

Senator MImIrnIN. That comes to one of the points that is the heart
of the whole thing, the reciprocity of the thing, what we get in return,
but the mere fact that an import homess in here in negligible quantities,
that may be a highly desirable thing under all the circumstances.

Mr. BUTZ. It couhl conceivably be.
Senator AJILLIKIN. Again, I am driving to the point that there is no

automatic harm in the fact that something comes il here in negligible
quantities.

Mr. BUTZ. You are right, it doesn't follow automatically that it >,
wrong.

Senator MILLIKIN. And that you would have to take this on a se-
lected case-by-case basis.

Air. BUTZ. Indeed.
5,84-55-pt. 1-2
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Senator MILLIKIN. And not allow any alterations in the rates or
other impositions that are not justified by the facts of the particular
case; is that not correct?

Mr. BuTZ. That is correct.
Senator MrLLIKIN. There is nothing wrong in and of itself in the

fact that a rate is more than 50 percent. There is nothing wrong in
the fact that something comes in here in negligible quantities. Those
may be desirable purposes is that not correct?

Mr. BUrz. That is correct. On the other hand, in selected cases,
you may need to use them for bargaining purposes to get concessions
from other countries.

Senator MILLIKIN. But you wouldn't be lowering rates that ought
not to be lowered if you are preserving your peril point and preserv-
ing your proper escape-clause procedures merely to secure some other
benefit from somebody else; is that not correct?

Mr. BUTZ. Correct.
Senator MILLIKIN. What are foreign countries doing in the way of

welcoming our own experts of agricultural commodities?
Mr. BUTZ. We get mixed reactions. Foreign countries sometimes

follow protectionist practices, as we have in the United States. That
is why we have this program of reciprocity. We take a mutual ap-
proach to the problem of removing trade barriers and promoting
trade.

Senator MILLIKIN. I think you recognize in your testimony that
we cannot lift all safeguards that we have put on to protect our own
support programs. It would be utterly silly, would it not, to take
away those safeguards and allow free importation of goods that we
are trying to support in the domestic market?

Mr. BUTZ. Yes, sir. As long as we have our domestic price sup-
port program, we must have some way of protecting it.

Senator MILLIKIN. I am glad to see that you are very firm and clear
in that.

Will you tell me what concession has been made to us by foreign
countries in agricultural commodities?

Mr. BUTZ. I can speak in general terms, using 2 or 3 country illus-
trations. Cuba has made a rather substantial concession to i:ice in-
ports into Cuba from this country under the Reciprocal Trade Agree-
ments Act. We have had some concessions from Canada oh fresh
fruits and vegetables. Perhaps Mr. Burmeister can name some
others.

Mr. BURMEISTER. Senator, there are 34 countries in the general
agreement at the present time and many of them have made consider-
able concessions on our agricultural products.

Senator LONG. Would you give us the actual figures on Cuban rice,
the actual figures on Cuban rice imports from the United States for
the past 5 years? I do not think that you will find that they have
been making any increase in rice purchases from this Nation.

Mr. BUTZ. We will insert those figures in the record. We don't have
them here.

(The information requested is as follows:)
From 1944 through 1950 exports of United States rice to Cuba more thIn

doubled in volume. This was during a period of high-level sugar production and
an expanding Cuban economy. Following 1950 and extending through 1954,
sugar production has been curtailed due to lower marketing, while at the same
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time, domestic rice production in Cuba has been increasing. Cuban aireares
devoted to rice in 1954 were almost double those prior to 1950. Where 5 years
ago, Cuba was producing about 15 percent of annual rice requirements, now do-
mestic production accounts for over 30 percent. The tabulation given below of
United States exports of rice to Cuba over the past 10 years ii ill serve to indi-
cate these trends.

Under the General Agreement on Tariffs and Trade (GATT-1947), Cuba un-
dertook to provide for a basic low-duty world quota of 31/ million quintals plus
such additional amounts as might be necessary to) meet Cuban rice requirements
above domestic production. In December 1952, Cuba and the United States en-
tered into an agreement which provided a formula whereby the provisions of
GATT could be more readily carried out. Under this a'reenent Cuba was to
announce on July 1 each year a basic quota of 31/4 million quintals for entry into
Cuba at a low-duty tariff rate and a supplementary deficit quota equivalent to
66% percent of the addition amount needed together with dinestic rice pro-
duction to meet the consumption needs of Cuba. Then on the following March
15 the remaining 331/3 percent of the deficit was to be announced adjusted for
trends in production n and consumption.

On July 1, 1954 the basic quota of 3% million quintals was announced by Cuba,
but no supplemental quota was issued at that time under the formula nor up to
the present time. The uncertainties of what Cuban imports for the rice market-
ing year were to be has been demoralizing to the United States rice trade. Ne-
gotiations were started during February to try to arrive at a solution. These
are now in recess and will resume (in March 15. Unofficial estimates given by
the Cubans in respect to their 19154 rice production and conmumption have been
quite at variance with the statistics gathered by the United States frim several
sources. The Cubans have been pressed to either announce a supplemental
quota immediately or, if their intentions were that they vould not issue addi-
tional quotas, that such an announcement lie made and the data upon which
such conclusions were based be made a part of the announcement. Ni action
has as yet been taken in regard to this. With the current system of import
licenses for some 200 Cuban importers, the announced low-duty quota becomes
in fact a quantitative restriction on rice imports. If no low-duty qumta is

forlhcoming prior to July 1, 1955, then the 1954-55 imports (if rice from the
United States will fall to 3,250,000 bags which will be materially below the, totals
for some years.

United States exports of milled rice to Cuba, 19411--5 to 195J-5j (.lugust-lly)

Exports Exports
(1,000 bags (1,000 bags

of 100 pounds) of 100 pounds)

1944-45---------------------- 3,330 1949-50 6. 119
1945-46. 3, 355 1950-51 --- - (;, 9(;5
1946-47 ----------------------- 4, 650 1951-52 -- lls
1947-48 . --- 5, 2 67 1952-53 -------------- ------- 4, 876
1948-49- 5,223 1953-54 - - 4,755

Source: Bureau of the Census; Grain and Feed Division, Foreign Agriculture Service,
V S. Department of Agriculture.

Mr. BUTZ. On the other hand, they give us a preferential tariff
treatment on rice from this country.

Senator LONG. I believe you will find that they have been buying
less and less American rice and demanding the right to Sell more
and more sugar at the same time.

Mr. BuTz. But they are giving us a tariff concession on rice that
they buy from us.

Senator LONG. That is not doing us much good if they boost their
rice production while we buy more sugar.

Mr. BuTz. We will insert that in the record.
Senator MILLIKIN. Do you know of any foreign country which takes

substantial importations of our agricultural products if that country
itself raises those products?
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Mr. Buz. I think the answer to your question hinges around the
use of the word "substantial." If you interpret it the way I think
you do, the answer is "No."

Senator MILLIKIN. Make your own definition of it and tell us how
you define it.

Mr. Buw. Generally speaking, most countries will protect their
domestic producer and prohibit the substantial flow of imports of a
competitive product into their country.

Senator MILLIKIN. That is all. Thank you very much.
The CHIAmMAN. Any further questions?
Senator GEORGE. I note that you state that there are some people

who urge that we refrain from granting Japan any further trade
concessions, either directly or indirectly. Japanese trade with this
country, Japan imports, of course, are constantly increasing now,
are they not?

Mr. BuTz. Yes, sir.
Senator GEORGE. So far as we are concerned. Is there any long-

range hope of preventing a sharp pressure by Japanese manufacturers
and producers and fabricators unless Japan can reopen her normal
trade market conditions in the other areas of the world with which
she formerly traded?

Mr. BUTZ. As I understand it, Senator, one of the purposes of
the current Japanese trade negotiations program is to reestablish
her normal channels of trade with third countries and establish her
trade with third countries.

Senator GEORGE. Even in those areas where we have no specific
trade relations at the present time?

I merely wish to say that while I recognize that there are people
who urge that there be no trade with Japan, and who do not want
Japan to make inroads into her former markets, it seems to me that
the administration of this act and the whole administration, for that
matter, must be conscious of the fact that there is no way to relieve
an increasing pressure from Japanese products in this market unless
Japan can reestablish her markets, her former markets; that is, in
areas in which she formerly traded.

Everyone of us knows, in Congress, of course-and generally you
know in your Department-that there is considerable opposition to any
suggestion that trade be carried on by any country that receives any
benefits from the United States, either by way of economic aid or
otherwise, trading with people behind the Bamboo Curtaini o the
Iron Curtain or any other sort of curtain which is dropped down
across the world.

But it does seem to me-and I am merely stating it regald]ess of
whether it is a popular view or an unpopular view-that there is no
ultimate way of escaping keen competition from Japan in olr market
and in neutral markets in which we both trade, less Japan cal
reestablish her trading relations with parts of the world with whom
many people in this country feel that Japan should not be trading.

I am not in opposition to what you said regarding Japan. ere
is, of course, an obligation resting on us in a peculiar way so far a,,
Japan's economy is concerned, and I think we must all realize, wh1o
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have any familiarity with this problem, that ,Iaipanese competition
is arwiin keener and keener and keener in this country already,
and it wilfconstantly increase. The one ultimate long-range hope is
that Japan may get into the markets that she formerly occupied and
relieve some pressure on our markets here or on neutral markets in
which both can trade.

Mr. BUTZ. I think it is only fair to point out, though, that in the

case of .Japan, as in the case of any other country, whenever they sell
goods in this country and receive dollars for them, ultimately those
dollars come back to buy something else made in this country.

Senator GEonoE. I recognize that. Yet it is very difficult for the
manufacturers in this country, let us say, of textiles-I happen to be
a little more familiar with that, and I see here at the end of the table
Senator Flanders, who is also familiar with it-it is very difficult for
the textile manufacturer in this country to escape the feeling that he
is doing more than his part in rehabilitating J1apan and in enabling
her to earn more dollars.

It seems to nie the only sensible, long-range policy is one which must
be carried on not merely through trade regulations, through negotia-
tions of trade agreements, but through a willingness here to encourage
Japan to reestablish markets in areas where she formerly had markets,
where she could dispose of much of her goods.

That isn't involved in this bill so much, but you do recognize, of
course, that we have a problem and we have certain opposition even
to a liberal view on that point.

But it seems to me that it is a view that must prevail if we are to
soften the competition with which we must contend in the case of
.Japan, since she is a great manufacturing nation in the Western
Pacific.

Senator CARLSON. Mr. Secretary, I have seen figures that would
lead me to believe that the farmer or agriculturalist was being out-
traded in the reciprocal trade agreements. I believe the figures are
correct. I (To not have the volume. I can get that. For the years
1951-53, a 2-ye'ar period, the agricultural exports declilled 31 percent.
That is the value it declined, 31 percent, while the exports of in-
dustrial commodities increased about 6 percent. Would that lie
correct ?

Mr. BUTZ. That is approximately correct. I have the figures here
if you want them.

Senator CARLSON. In view of that statement, what assurance do
we have or what can we rely on to feel that agriculture will be given
its proper share and proper consideration in writing these reciprocal
trade agreements?

Mr. BUTZ. I think it is appropriate to point out that in the last 2
years our agricultural exports have been increasing in the face of a
declining total export picture. From 1952 to 1953 our agricultural
exports increased approximately 4 percent, and from 1953 to the
current fiscal year 1954-55, we estimate they are going to increase
approximately 10 percent.
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Senator CAELSON. Now, Mr. Secretary, can you put that in acres
of production? I noticed in your paper you state that we were
exporting the production from 14 million acres of wheat, 6 million
acres of cotton. How much is that increase from 1953 to 1954 in
terms of acres of production?

Mr. BUTZ. Roughly, it would be approximately 4 million to 5
million acres equivalent.

Senator CARLSON. The reason I bring it up is I am advised we lost
the production of 20 million acres during that 2-year period 1951-53.

Mr. BUTz. Yes, sir.
Senator CARLSON. I think it is important from the agricultural

standpoint that we bear in mind that in this Nation we are required
through legislation to reduce acreage and these acreage productions
get back in the export market at least a part of it. It is so important
to agriculture that wee keep in mind that they do secure their fair
share of the trade in the international picture when these agreements
are written.

I am pleased to see that you are making some progress in regard
to the increase of farm exports. I would like to have for the record
the value of the farm exports, if you have them, for 1950, 1951, 1952,
1953, 1954, and 1955.

Mr. BuTz. Yes, sir; we can insert those right now. These are for
the fiscal year beginning July 1, 1951, which was our high year in
farm exports.

In the year 1951-52 we exported $4,053 million worth; 1952-53
we exported $2,819 million worth.

The year 1953-54, $2,932 million. In the year 1954-1955, we are
estimating, based on our progress the first 7 months, $3,250 million,
which is an increase of 10 percent over the previous year.

The CHAIRMAN. May I ask this question. Do these figures include
the value of food that we have given away, exported?

Mr. BUTZ. Yes.
The CHAIRMAN. Could you advise the committee as to the extent

of giveaway programs for which we received no compensation or par-
tial compensation and relate them to these figures?

Mr. BUTz. Yes, sir, Mr. Chairman. We will have to insert that
in the record, I think.
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(The information requested is as follows:)

Government programs stimulating United States agricultural exports, fiscal
years 1950-51 through 1954-55

[Million dollars]

Program 1951-51 1951-52 1952-53 1953-54 1954-55 1

Grants,
Foreign Operations Administration:

Regular 2 - .---------------------- 966 510 376 250 220
Special 3 .. ...... . . . ............ . ..... . . 1 107 150

Army civilian supply program 4 ................. 175 68 58 24 3
USDA-sece. 416 donations 5 ------ -------- 47 2 (1) 67 133

T o tal 1,................... . ................. . ...188 580 436 44A 50 6

Loans:
Pakistan and Afghanistan ........... . . . ... - -_- 16 --
Spanish .............................. 12 .........
India grain . ... . . .......... ...... ... ... 172 1
Export-Import Bank 7 ..................... 14 89 62 113 75

T o ta l ... .. ...... .... ... ... . .. . . .. ... . .. 14 2 74 9 6 1 13 7 5

Sales for foreign currency:
F O A - scc . 550 2 ........... . ........ . ...... ...... . ....... .. ... .... 116 125
F O A - sec 402 1 . . . .. ..... .. . .. . . ... .. . . .... .... ..- 350
U SD A- Public Law 480, title 1I ..... .... ....... .. . .. . . . ............-- - 453

T o ta l --- --------- -- -- -- -- -- -- --- -- -- -- ---- ---- 1i. 9 28

Barter (Public Law 480, title 111) 10 --------------- 200

Export subsidies:
Sec. i 32 i1 aw-- 8-,- -it -e - -- - -- -- ---- 24 17 12 13 4
IWA 1 100 12s 121 .51 31

Total -14 145 133 64 2 r,

Grand total - 1,126 999 665 741 1,744

1 1954-55 act ual cxpenditwrs % ill be less than ttw total amounts shown due to lapses and lags. Such lapses
and lags are excluded from the totals shown for previous years.

2 Paid shipments except 1954-55 which is difference between procurement authorizations and paid ship-
ments at start of year; [and July-December obligations for programs outside See. 402 of $15 million.]

3 1953-54, East German relief, Famine relief, Operation Reindeer; 1954-55, estimated $150 million commit-
ments Public Law 480 title II (including Operation Poinsettia).

4 Shipments for all years; 1954-55 thi ough Iecember
5 Export values except 1954-55 which represents dollar value of CCC disposition commitments through

January.
6 Less than half.
7 Disbursements except for 1954-55 which is value of commitments through tarch 1.
8 Obligations through DecenIber foi foreign currency sales under sec. 402 of Mutual Security Act of 1954;

part of this total will be exported in 1955-56.
9 Budget Bureau ceiling for 1954-55; part of this total will be exported in 1955-56.
10 Expected commitments 1954-55; part of this total will be exported in 1955-56; contracts for export in

past 5 years totaled $110 million but yearly totals are not readily available.
11 CCC payments to exporters through December in 1954-55.
12 CCC payments to exporters through January in 1954-55.

NOTE.-Above figures are program disbursements for exports and are not comparable with the value of
exports as reported by Bureau of the Census. Also, due to differences in methods of valuation, value com-
parisons among programs and total do not apply to quantities of commodities m% olved.

Source: Trade Statistics and Economic Geography Branch, FAAD-FAS-USDA-March 4,1955.
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The CHAIRMAN. But they are included. In other words, if we give
wheat, butter, and so forth, are they included, at the market price in
this country, as an export?

Mr. Burz. Yes, sir.
Senator WILIAMIS. When you sell these commodities at a reduced

price, in computing this figure, are they carried at the cost figure or
the sales price, which might be greatly reduced?

Mr. BURIMEISTER. They are carried at the sale price.
Senator WILLMAMS. Actual sale price?
Mr. BURMEISTER. Yes, sir.
Senator CARLSON. Mr. Secretary, following along the same line, do

you have the export figures in bushels for wheat in the years 1951,
1952, 1953, on up to the present date? If you do not, I would like to
have them for the record.

Mr. BTTZ. I think we should provide them for the record.
Senator CARLSON. That will be very satisfactory.
(The information requested is as follows:)

-United States exports of wheat during stated periods and export sales recorded

under the International Wheat Agreement

[In terms of grain equivalent] I

Season

Average 1934-35 through 1938-39 -...................... ............
1945-46 .................................................................
19 4 C -" 4 7 . . . . . . . . . . .. . . . . . . . . . . . . .. .. . . . . . . . . .. . . . . . . . . . . . .. . . . . . . . . . . . . . . .
1947-48 .......................................................- -------
1948-49 .............................................................- -
1949-50 --..............................................................
1 9 50 - 5 1 ------------------------- --- ----------------.. . . . .
1 9 5 1 -5 2 ................................. .................... ...............
1 9 5 2 - 5 3 --------------------------------- -.- ------------------------------
1 9 5 3 -5 4 -. . . . . . . . . . . . .. . . . . . . . . .. . . . . . . . . . .. . . . . . . . . . . .. . . . . . . . . . . . . . . . .. .
July-January 1954-55 .......................................................

Total Sales under
exports 2 IWA 3

million Million
bushels bushels

45 2
389. 6
396. 7
485 4
504 0
305 4 1626
366 0 248. 9
475 0 255 3
317 1 251.1
216 6 106 2

4146.5 683.5

I Includes wheat, wheat flour, macaroni, and semolina.
2 Compiled from monthly reports of the Bureau of the Census, U. S. Department of Commelce, or

marketing seasons beginning July 1 and ending June 30.
3 As recorded by the International Wheat Council in London for the marketing season beginning Aug. 1

and ending July 31.
4 Includes official figures for July-December and an estimate for January.

Sales recorded through Jan. 28.

Source: Compiled in the Grain and Feed Division, Foreign Agricultural Service.

I find in checking some figures of my own, we have had some rather
serious difficulties in the export of wheat during the past 2 or 3 years,
even under the international wheat trade agreements-we are having
rather serious problems. I wonder if you know offhalnd about how
many million bushels you have exported under the International
Wheat Trade Agreement Program the last year or anticipate this
current fiscal year.

Mr. BURM IEISTER. I don't recall the figures offhand.
Senator CARLSON. If you have it, I will be glad if you will put it

in the record.
Mr. BuTz. We anticipate a total of approximately 250 million

bushels this year. How much is under the International Wheat Agree-
ment, I am not prepared to say.

Senator CARLSON. A total export of 250 million?
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Mr. BUTZ. Approximately.
Senator CARSON. Two or three years ago we were exporting as

much as 450 million bushels.
Al'. BURMEISTER. That is correct.
Senator CARLSON. There is another phase that gets into agriculture,

of course, and that is on the livestock situation. We have gone through
in the last 2 or 3 years a very serious decline in livestock prices and
at the present time we have somewhat stabilized the market, and I
think it is in fairly satisfactory shape to the people who have been
able to shift over in this operation.

'What about the imports of meat and cattle at the present time,
meat and live cattle .

Mr. BURMEISTER. You understand that the border has ju.t been
opened for Mexican cattle.

Senator CARLSON. That is correct.
Mr. BURMEISTER. The Mexican (jovernument bm., placed a quota on

the exportation of cattle to this country of 346,001) head., that is
cattle and equivalent of meat, for the year 1955. They' have split the
quota into 2 parts, for the first 6 months and for the second 0 months.
Due to the fact that at least 1 State exported its 6-month quota
in the first 2 months, permission has been given to export a part of
the second 6-month quota, so that I believe that exports in the first
2 months will run about 1401,000 head. I believe that is the figure.
So the imports of Mexican cattle are coming in, but at a more or less
regular rate, not a rush.

Senator ChMsoN. On that basis, we are 2 months in the new year-
,anuary an(l February-awd we have imported approximately their
full quota for G months.

Mr. B Di lsTia. Yes, that is true, but you see, with the exception
of just a few of these minor States that may get some of their second
6-month quota, imports will slow down now. Most of these cattle
are going into feed lots in this country, or are going to grass.

Senator CARLSON. In other words, they are mature cattle.
Mr. BURMEISTER. That is right.
Senator CAmELSON. What concessions did we aet when this quota

went off? Were there any changes in our tariff regulations with
Mexico?

Mr. BURMEISTER. No, sir; we have no trade agreement with Mexico
at the present time.

Senator CARLSON. I think that is all, Mr. Chairman.
The CHAIRMAN. Senator Barkley?
Senator BARHLEY. Call you tell us what the economic reason was

for the decline in the dollar value of agricultural exports from 1951
for the next year or two?

Mr. BUTZ. Yes; I think there were two primary reasons, Senator.
The first one was the decline in our expenditures abroad for military
purposes, and some decline in the level of our foreign assistance
program.

The second reason was, I think, the recovery of world agriculture
in many places around the world.

Senator BARKLEY. Taking the 2 or 3 years from 1951 to 1953 as a
whole, did you find our domestic price level having anything to do
with the falling off in dollar value of our exports in agriculture?
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Mr. BUTZ. I don't think that that would have anything to do with
the falling off of the dollar value in our exports. It may have had
some, because the unit value of what we exported was at a little
lower value. On the other hand, it made purchases in this country
somewhat more attractive.

Senator BARKLEY. The price level, say, for cattle and our agricul-
tural products as a whole have been lower in 1953 and 1954 than they
were in 1951. If we exported the same quantity in all those years, the
dollar value would automatically decline.

Mr. BUTZ. That is right, Senator, except we export very little cat-
tle, for example.

Senator BARKLEY. I understand that.
Mr. BUTZ. This year our exports are up from last year. I think,

Mr. Chairman, if I may, the committee might be interested in these
figures for the first 7 months of the current fiscal year.

We group our agricultural exports in 6 major groups and compare
them with the corresponding 7 months of the previous fiscal year.
This year our cotton exports for the first 7 months of this fiscal year
were $433 million compared with $298 million the year before.

Our tobacco exports the first 7 months were $230 million compared
with $222 million the year before.

Our grains and feeds were down a bit from the year before, the
only major classification that showed a decline. We had $471 million
exports of grain and feeds compared with $549 million the year
before.

For vegetable fats and oils, $206 million this year compared with
$119 million the year before.

Fruits and vegetables, $136 million this year compared with $125
million the year before.

Livestock and livestock products, $215 million this year compared
with $198 million the year before.

If we total all of those, we get $1,819 million the first 7 months of
this year compared with $1,669 million the year before or a 9 -percent
increase the first 7 months this year compared with the first 7 months
last year.

Senator BARKLEY. Taking tobacco, in which my State, as you know,
is profoundly interested, how does the dollar value compare with the
poundaa'e of exports? Is there a variation there between the two?

Mr. tUT. The poundage also is larger this year than the year
before.

Senator BARKLEY. You say we have trade agreements now with 34
countries.

Mr. BURMEISTER. That is correct.
Senator BARKLEY. Are there some countries with which we pre-

viously had trade agreements with which we have none now?
Mr. BURMEISTER. Yes, sir.
Senator BARKLEY. How many of those countries?
Mr. BURMEISTER. I will have to count them up. Mexico is one, I

know. There are some of the Iron Curtain countries with which we
do not have a trade agreement. I don't have the figures with e.

Senator BARKLEY. During the previous hearing on one of these
previous extensions of the Trade Agreements Act, when I was a men,-
ber of this committee, it was stated that our trade with the countries
with which we had trade agreements from the very beginning of this
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program had increased to a larger extent than the countries with
which we had no agreements. Would you be able to say whether that
is true now?

Mr. BURMEIS'R. Yes, sir; I believe that is true now.
Senator BARKLEY. My recollection is-I wouldn't guarantee it-

that our trade with countries with which we had an agreement had
increased some 27 percent, whereas our trade with other countries
had increased a very small percentage, would that be true now?

Mr. BURMEISTER. I would like to verify that figure, but that is the
general trend; yes, sir.

Senator BARKLEY. Have there been any difficulties in making trade
agreements with any country due to the fact that we only have had,
for the last year or two, 1-year extensions instead of 3?

Mr. BURMEISTER. I don't believe we have attempted any agreements
in the last 2 years.

Senator BARKLEY. Would that be due to the fact that there is only
1 year's extension of the life of the act?

Mr. BURMEISTER. That would have something to do with it. But
I think, in general, we had reached a period when the world situation
was such that it wasn't favorable for entering into trade agreements.
What I am trying to say is, we are approaching the period now where
we think that it is a good time to trade again, and introduce new trade
agreements.

Senator BARKLEY. There has been a slogan coined in the last year or
two-trade and not aid. 'Will the extension of this act for 3 years, in
your opinion, enable us to increase our trade and decrease our aid to
certain countries

Mr. BuwZ. We certainly think so, Senator.
Senator BARKLEY. I think that is all, Mr. Chairman.
Senator MILLnKIN'. Mr. Chairman, may I ask a question, please?
What do the Japanese pay for our wheat?
Mr. BUTZ. They pay the world price for our wheat. It is running

currently around $1.75 to $1.80.
Senator MTILLIKIN. What does our domestic manufacturer of wheat

products pay?
Mr. BUTz. They pay the domestic price, whatever it happens to be.
Senator MILLIKIN. Which is what?
Mr. BUTZ. It varies geographically. It runs around two and a

quarter.
Senator MiLLIKIN. This is a kind of a mouth twister, but I am

thinking of one case, the product, monosodium glutamate, which is
made by Japan. Japan makes it out of wheat. We cani make it out of
wheat. Maybe we do make some out of wheat. It is a flavor enhancer.
But we also compete with the same product that is made by Japan,
which buys our wheat to make the product and buys it, of course, at
less than do our domestic manufacturers of the same product.

How would you say that ought to be adjusted?
Mr. Burz. In the case of monosodium glutamate, the Japanese man-

ufacturers have moved substantially into the world market. Our own
domestic producers of that product have had an expanding domestic
market for that product, also.

I am not familiar enough with the details of the case to answer
your question specifically as to what we should do in the world market.

Senator MILLIKIN. I have a case in mind where they make the same
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product out of byproducts from the manufacture of beet sugar, and
they have just finished a plant costing several millions of dollars, in
this country. Obviously, if the Japanese with their other labor ad-
vantages call buy the raw product at a much cheaper price than we
can buy it, unless we take that into account in making our trade agree-
ments, we will put our own people out of business.

Mr. BuTZ. The Japanese manufacturers are not now invading the
domestic market in any substantial quantities.

Senator MILLIKIN. But they can. They are able to dispose of their
product over the rest of the world, but there is no reason why they
cannot enlargre their market in this country if they can do so advan-
tageously. Would you gentlemen give that some thought ?

Mr. BUTZ. Yes.

The CHAIRMAN. Any other questions?
Senator FREAR. Mr. Chairman, I have some questions.
Mr. Butz, do you know of any agricultural products that have been

directly exchanged with foreign countries for strategic materials?
Mr. BUTZ. Yes. We are doing that under Public Law 480 on a

barter basis.
Senator FREAR. Yes. What are the agricultural products that you

are bartering?
Mr. BUTZ. We have been bartering, primarily, wheat and some corn,

tobacco, cotton-those are the principal ones.
Senator FREAR. With what group of nations are you doing that?

I mean: Are they limited to Europe, Asia, Africa or South America,
or are they pretty universal?

Mr. BUTZ. In the main, they are the nonbloc countries that have
strategic materials that we can use in our stockpile.

Senator FREAR. Are you doing any with bloc countries?
Mr. BUTZ. No, sir.
Senator WILLIAMS. Could you furnish this committee with a list

of the commodities which you have traded and which you received
in return and supply that for the record?

Mr. BUTZ. Yes, indeed, we can do that.
(The information requested is as follows:)

BARTER PROGRAMS

Summary of operations, July 1, 1949, through Feb. 28, 1955

Approximate total exchange value of negotiated contracts ----- $24.5, 000, 000
Deliveries of materials ------------------------------------- 137,573, 000

To he delivered ' -------------------------------------- 117, 427, 000

Agricultural commodities delivered --------------------.-.-- 152, 21s, 000
Strategic and nonstrategic niaterials delivered ------------------ 137, 573, 000

E x c e s s -................... ..... ..... ..........- - 1 4 ,1 6 4 .,, 0 0

a To be delivered through June 30, 1956.
2 Represents excess of agricultural commodities delivered over receiIts of material fur

which contractors have provided adequate financial coverage in form of irrevocaiale letters
of credit or cash deposits.

NOTE-It should be noted that the manner in which barter contracts are Usually carried
out prevents us from knowing in advance the particular agricultural commodtmi ,hat wil
be exported under the contract. In other words, when a contractor agrees to 'dlv $
million in materials in return for $1 million in agricultural commodities, he .ieiver --
quired at that time to designate any particular agricultural commodity he Wis no re-
Hemay make selections from wheat, corn, dairy products, etc. from time receive
available and at CCC determined market prices over the life of his contract, or an ere
from 6 to 18 months from the Inception of the contract (usually paralleling deliver
schedule of materials and depending on size of the contract). Consequently, ccc does l.t
ordinarily know what commodities will move under a barter contract until it is completed

.
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Agricultural commodities delivered to contractors July 1, 19. 9, through
Feb. 28, 1955

Quantity Exchange

value

W h ea t ........................... . .. ............................ b u sh els -- 5 1,756, 000 $ 116, 055, 000
C orn -....................... .... .................... ..... d o -- 1 0, 55 8, o10 18,591,000
Grain Sorghum s .............. . ..... ...- ........ ....... ... .do - 2,237,000 2,862,000
F laxseed -------------------- -----------.............. d o 750, 010 1,703, 000
Tobacco tton ------------------ U a - pounds 3,023, 000 1,765,000
C otton-U pland - - ----- ------------------ ------- --- do -- - 2s' 164, ol 1, 577. 000
Cottonseed oil ----------------- --- do 23' 2:37. 000 2, 032, 000
Peanuts -- o --- 360, 100 33, 000

T o t l ................ .... ... ......... ............. ..- --- - - -- 1 5 2 , 2 1 8 , 0 0 0

NOTE.-Above quantities and exchange values are rounded figures based upon operating records. Con-

sequently, they arc subject to adjustment upon final accounting and closing of contracts.

Materials dclircrcd b contractors July 1, 1949, through Feb. 28, 1955

Strategic and critical materials-chrome ore, industrial diamonds
and bort, feathers and down, long-staple cotton, mercury, raw
silk, platinum, beryl ore, ferrochrome ------------------------- $88, 722, 000

Nonstrategic materials :
Fertilizer ------------------------------------ $46, 956,000
Raw silk --------------------------------------- 839, 000
Wool blankets ---------------------------------- 262, 000
Asphalt ---------------------------------------- -794, 000

48, 851, 000

Total --------------------- 137, 573, 000

NOTE.-Above exchange values are rounded figures based upon operating records. Con-
sequently, they are subject to adjustment upon final accounting and closing of contracts

Senator WILLIAIIS. Under Public Law 480.
Mr. BUTZ. Yes. We have had a rather vigorous barter business.

The first 6 nionths of the current fiscal year it was almost 4100 million.
Senator WILL1ArS. Would you supply us with the complete list of

what you gave and what you received?
Mr. BUTZ. We will be glad to insert that in the record.
Senator MILLIKIN. May I ask a question.
Have you a list of the bilateral agreements that are over the face of

the earth which affect agricultural products and which virtually elim-
inate competition?

Mr. BuTZ. Our Foreign Agricultural Service has a complete list of
those agreements.

Senator MILLIKIN. Will you provide those for the committee?
Mr. BUTZ. Yes; we can do that.
(The information requested is as follows:)

BILATERAL AGREEMENTS OF IMPORTANCE TO AGRICULTURAL TR.DE

Several countries, particularly those that are not members of GATT, conduct
a large part of their trade negotiations through bilateral agreements. In 1953
about one-third of the total trade of Latin American countries was conducted
through bilateral trade agreements, with Argentina and Brazil being the leaders
in this type of negotiation. Most of the Japanese agreements, except those with
the United States and Canada, are conducted through bilateral trade pacts, and
many Near Eastern countries have entered into numerous bilateral trade agree-
ments. Trade between the Soviet bloc and the free world is conducted almost
entirely through the mechanism of bilateral agreements.

Bilateral agreements are normally defined as agreements between two govern-
ments which provide for some mutual balances of trade, payments, or both. Very
often they are merely statements of intentions to trade and sometimes two coun-
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tries may merely exchange lists of commodities they would like to trade without
making any commitments. In other cases they may involve definite commitments
specifying quantities and prices of commodities likely to be exchanged, and some
agreements may involve a form of barter.

The trade agreements listed below include some of the larger agreements
affecting agricultural products that were in effect during 1954 and early 1955.
While these are by no means all of the agreements now in effect, they indicate
the type of agreements conducted and the major countries in the different parts.
of the world using bilateral agreements.

EXAMPLES OF BILATERAL TRADE AGREEMENTS IN LATIN AMERICA

Brazil-Bolivian agreement.-An agreement was signed December 24, 1953,
providing for the exchange of $4.1 million of Brazilian goods for $4 million of
Bolivian exports. The principal Brazilian products are sugar, $1.8 million;
cotton, $0.9 million; rice, $0.2 million. The principal Bolivian exports are
rubber, $1.5 million; and tin concentrates $1 million. The agreement was for
1 year, subject to renewal.

Brazil-Poland agreement.-A trade agreement was signed November 1954 for
trade totaling $14 million, payments to be made in accordance with the pay-
ments agreement signed April 1, 1954. Brazil will export iron ore, coffee, cacao,
and leather; and import petroleum drilling and coal-mining equipment, news-
print, coal, agricultural machinery, X-ray film, zinc oxide, potash, and battery
carbon. The agreement will run for 1 year.

Brazil-Portugal agreement.-An agreement was signed on November 9, 1949,
for trade between the two countries. An exchange of notes signed September
14, 1954, in connection with this agreement specifies that Portugal will take
necessary measures to promote imports from Brazil of approximately 238 million
escudos annually, while the Brazilian Government will permit imports from
Portugal of 180 million escudos, the balance to be applied against the existing
indebtedness of Brazil, which then totaled $1,600,000. Portugese products con-
cerned are cork, cassiterite, tar, turpentine, sulfur, olive tree seedlings and other
live plants, steel files, olive oil, olives, toothpicks, wines, sundry products.
Brazilian products covered include sugar, cotton, hides and skins, piassava,.
tripes, lumber, tobacco, and sundry products.

Brazil-Uruguay.-An agreement was signed December 18, 1953, involving a
two-way exchange of goods valued at $38 million. Commerce between the two
nations is authorized in accordance with lists of specified products. The prin-
cipal Brazilian products include cotton, $7 million; sawed pine lumber, $6 million;
yerba mate, $6.5 million; sugar, $4.5 million; tobacco, $3 million; cedar and other
hardwood lumber, $2 million; coffee, $3.5 million. The principal Uruguayan
products include wheat, $18 million; frozen meat, $8 million; livestock for breed-
ing, $4.2 million; cork disks and tubes, $2 million. The two governments agree
to consider proposals for revision of the trade lists within 90 days of expiration
of each yearly period.

Brazil-Czechoslovakia.-A trade agreement was signed between the two,
countries on May 17, 1950, under which lists of products are agreed upon period-
ically. Notes exchanged in 1952 call for the exchange of $15 million of Czecho-
slovakian products and $16.2 million of Brazilian products. The principal
Brazilian products include coffee, $2.8 million; hides, $6.5 million; cacao, $1.2
million; cotton, $2.5 million, sisal, $0.8 million; and lesser amounts of other
agricultural and forest products. The Czechoslovakian products cover a wide
range of industrial items, but also include malt, hops, and seed potatoes.

Brazil-Franve.-An agreement was signed on July 14, 1951, and subsequently
extended and modified. Under the 1953 modification Brazil agrees to export to
the French zone commodities valued at $132 million and import from that country
products valued at $128.9 million. The principal Brazilian products are coffee,
cotton, tobacco, cacao, raw wool, pine lumber, and oranges. The Principal French
products are machinery, material for petroleum refinery, railway material, lead,
tinplate, tractors, industrial equipment, and fertilizer.

Cuban-French payments agreement.-Under the extended agreement, text of
which was published May 26, 1954, France is to purchase 230,000 tons of Cuban
sugar. Payment is to be made half in dollars and half in special account francs
to be liquidated with dollars if necessary, by August 10, 1957. The Cuban ov_
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eminent is committed to facilitate the use of the francs in this special account
for merchandise imports and shipping costs, i. e., to promote imports from France.

Anglo Cuban trade agreement.-Under this agreement the United Kingdom
undertakes not to discriminate against Cuban sugar except with regard to Com-
monwealth supplies. It agrees not to enter into any agreement with any foreign-
supplying country other than a Commonwealth source or to otherwise take any
actions or measures which would adversely affect the relative position of Cuba
in the United Kingdom sugar market. The United Kingdom will also authorize
imports of $750,000 worth of cigars in 1954 and $1 million worth in each of the
calendar years 1955 and 1956. Cuba in turn has undertaken that import duties
on United Kingdom goods would not be higher than those set out in a schedule
attached to the white paper (published copy of Exchange of Notes between
United Kingdom and Cuba) and "Shall in any event not be higher than the rates
leveled on like good grown, produced or manufactured in the United States when
imported into Cuba."

Cuban-Austian. trade agrenent.-In summary, the principal terms of this
agreement are:

1-Reciprocal granting of most-favored-nation treatment in commercial
matters.

2-Austria is committed to purchase 10,000 tons of Cuban sugar in both 1954
and 1955.

3-Austria is committed to purchase 50 tons of Cuban leaf tobacco in both 1954
and 1955 and to provide for consignment marketing in Austria of urbann cigars.

4-Austria is committed to purchase $400,000 worth of miscellaneous Cuban
products during both 1954 and 1955.

Cuba-West Germany trade agreement.-The German Government binds itself
to import the following quantities of Cuban sugar: 150,000 long tons in 1953,
175,000 tons in 1954 and 175,000 in 1955. Other products valued at $2 million
per annum originating in Cuba to be imported by Germany are, tobacco, copper,
chrome and other ores, sisal fiber, hides, honey and bevwax, pineapples and grape-
fruit, tripe, rum, sponges, palm leaves, and other products.

The Cuban Government will grant specified tariff treatment to textiles, chemi-
cals, and other German manufactures. All payments between the 2 countries
shall be made in dollars of the United States or in other freely convertible cur-
rency by mutual agreement between the 2 parties. This agreement was signed
May 11, 1953, and is to continue in force 2 years unless previously terminated
by either party upon 6 months' notice.

Colbiniba-Siveden. agrccent.-Colombia signed a new agreement with Sweden
on February 8, 1954, whereby Sweden undertakes to purchase $6 million worth
of Colombian coffee, of which one-half is to be acquired direct from Colombia.
All payments are to be made in freely convertible dollars and Swedish goods
not on the prohibited list may be imported without limit. Colombia also under-
takes to permit unlimited entry of Swedish merchandise importable only from
countries having more or less balanced trade or a trade agreement with Colombia.

Colombia-Uruguay.-Colombia signed on December 12, 1953, a payments-and-
trade agreement with Uruguay providing for the exchange in either direction
of merchandise valued at $3,650,000. Under this arrangement Colombia would
export coffee worth $1.5 million; cane alcohol, $1 million; raw sugar, $0.5
million; tobacco, $0.350 million: salt, sulfur, and miscellaneous products. Co-
lombia expects to obtain from Uru:uay wool yarns, $1.5 million: wool and wool
tops, $0.7 million: linseed oil, $0.3 million; denatured and rough tallow, $0.3
million; milk preparations, $0.1 million; industrial and edible oils, $0.1 million;
crushed and rolled oats, $0.1 million; prepared meats, $0.1 million; and dolo-
mite and other products.

Colom bia-France.-A new agreement was signed between Colombia and France
in October 1953 substituting for an earlier agreement. It provides that France
will purchase a minimum of $7.5 million worth of coffee and $500,000 of tobacco.
In return Colombia will buy from France glass and china, automobiles, wines,
champagnes, and vermouths.

Chilean-Yugosla, trade agreemet.-Chile and Yugoslavia signed a trade
agreement August 2, 1954, for the fiscal year 1954-55. The commodity lists
provide for a $4 million exchange each way. Chilean exports of agricultural
items will include beans and lentils valued at $100,000 and wool valued at

$250,000. Yugoslav exports to Chile will be mostly industrial items but will

include $150,000 worth of hops and $50,000 worth of Virginia-type tobacco.
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ASIA AND THE MIDDLE EAST

Burma-Ceylon rice agrecment.-The Government of Ceylon and the Govern-
ment of the Union of Burma have concluded a 4-year rice trade agreement
commencing from January 1954. Under the agreement Ceylon will buy an-
nually a minimum of 200,000 tons and a maximum of 600,000 tons at the gradu-
ated scale of prices agreed to by the two countries.

Burma-Communist China trade agreements.-In an agreement signed in
Peking on November 3, 1954, Communist China agreed to take 150,000 tons of
rice from Burma in exchange for "Chinese export commodities." It is not cer-
tain that the entire 150,000 tons will be actually shipped. Shipment appears
to be contingent upon the Burmese purchasing mission visiting China and find-
ing sufficient commodities at prices acceptable to Burma to pay for the rice.

Burma-India trade agreement.-In April 1954 an agreement with India pro-
vided for the sale of 900,000 tons of Burmese rice and the settlement of Burma's
separation debt to India.

Burma-Japan trade agreement.-Japan and Burma signed an agreement in
late 1953 under the terms of which Japan agreed to purchase 300,000 tons of
rice from Burma in 1954 and from 200,000 to 300,000 tons annually during
1955-57. Burma agreed to buy machinery, locomotives, and other industrial
equipment from Japan

Japan-Pakistan trade agreement.-A trade agreement between Japan and
Pakistan was signed in Karachi on October 29, 1954. Japan agreed to buy
£28 million worth of raw cotton, jute, hides and skins, rice, and several other
minor items. Pakistan agreed to buy an equal value of textiles, iron and steel,
capital goods and machinery, and miscellaneous commodities. The period cov-
ered by the agreement was from September 15, 1954, to September 14, 1955.

Ceylon.-A 5-year China-Ceylon agreement was negotiated in 1952 which
obligates China to sell 280,000 long tons of rice to Ceylon at a price subject to
renegotiation annually. Ceylon is obligated to supply China with 50,000 long
tons of sheet rubber, the price of which is also subject to annual renegotiation.

Under a 4-year India-Ceylon agreement negotiated in 1952, Ceylon agreed
to take certain specified measures to facilitate the importation of Indian cigarette-
type-tobacco and bidis (a type of cheap Indian cigarette), and of Indian cotton
towels and toweling. India granted Ceylon a confessional rate of duty on the
importation of 1.5 million pounds of chewing tobacco.

India.-Several Indo-Argentine agreements, involving a large-scale exchange
of goods, have provided for the exchange of Indian jute goods for Argentine
wheat and other agricultural commodities.

In 1954 the Indian Government negotiated a sale to Communist China of
approximately 10 million pounds of Indian tobacco.

Egypt.-Egypt uses bilateral agreements extensively in the promotion of cotton
exports to all possible countries. In 1953 at least half of Egypt's foreign trade
was with countries with which it had agreements.

Illustrative of these is an agreement with Western Germany in 1951 which
has been extended on a year-to-year basis with a swing credit of $10 million.
It provided for the movement of $50 million worth of cotton and relatively small
amounts of other Egyptian commodities to Germany. German exports listed
in the agreement represent several industries, largely steel, metal, machinery,
and chemical.

The Egyptian agreement with the U. S. S. R. and Rumania could be con-
sidered a barter arrangement whereby the Egyptian currency received for
petroleum products (principally kerosene) is used to buy cotton.

In January 1955 a barter deal with Hungary was announced whereby the
Egyptian railroads will receive 100 passenger cars in return for rice of the same
value, i. e., about $2.4 million. The Cairo press reports a similar barter trans-
action involving cotton is presently under consideration.

The Greek-Egyptian agreement differs somewhat. No commodity lists are
included in the agreement but under liberalized import reglatins Greece
provides "invisibles," probably shipping, tobacco and cigarettes, olives and Ilive
oil, raisins, figs, etc. Egypt makes payment largely with raw cotton, which
Greece reexports.

Turkey.-Turkey's economy has expanded rapidly in the )stxvar Period.
Its development and defense programs continue to require large imports Of
capital goods and consumer durables are in demand. Exports laritely farm
products and minerals, have not been sufficient to pay for imlprt requirenminets,
with the result that Turkey currently suffers from a serious cumulative balance.
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Of-payments deficit. Consequently recent discussions relative to extension of
its bilateral agreements, which have been an important factor in Turkish foreign
trade, have included the question of settlement of commercial arrears. Re-
portedly, agreements have been reached recently with West Germany and the
United Kingdom whereby the latter will continue to export industrial goods to
Turkey as Turkey works off its delinquent credits through exports of agricultural
products at world prices.

The Japanese-Turkish agreement is probably the most recent bilateral signed
by Turkey. It is valid through July 1955 and if renewed by tacit agreement,
new commodity lists will le made up. Japan will make an effort to buy Turkish
wheat and tobacco but no total is fixed for these two commodities. Turkish goods
to be supplied to Japan specifically include $3 million of cotton and oilseeds,
wool, hides and skins, minerals and other )roducts with a combined alue of
about $3.5 million. Japan will export diverse manufactures to Turkey, particu-
larly cotton piece goods, machines and accessories, iron and steel, and tires
and tubes.

EUiOPEAN AGREEMENIS WITi NoN-coMMUNisF couNTiul s

France-West Gcrmany.-The most recent extension Id the trade agreement
between France and West Germany of january 14, 19,53. co\ers the ;-inonth
period October 1954-March 1955. Most important for agriculture is the provision
showing an annual French wheat export commitment of 504),000 metric tons, :as
compared with 250,000 metric tons provided for in the January 14, 195:1, agree-
meat. The list of agricultural products to le sent from France to West Gernlany
also includes, among others, a quota of 54.000 metric tons of g.'rains other than
wheat, and meat and slaughter animals to a total of 26,250,000 deutschemarks
(about $6.2 million).

France-Grece.-Under the Franco-Greece trade agreements, covering the
year July 1, 1954-June 30, 1955, France granted Greece the following import
quotas, among others: tobacco, 4,000 metric tons; dried fizs, 500 metric tons;
sweet wines and must, 5,000 hectoliters.

Fran cc-Spa in.-The Franco-Spanish trade agreement for the period November
1, 1954-October 31, 1955, permits the importation into France of 220,000 metric
tons of oranges and mandarins, 22,000 metric tons of lemons, 1,200 metric tons
of sweet almonds, and 200 metric tons of filberts, as well as various other agricul-
tural and nonagricultural products.

France-Pakisan.-The Franco-Pakistan trade ag-reement for the period Janu-
ary 1, 1954-June 30, 1955, contains, among the list of agricultural items for
export from Pakistan to France, 3),000 metric tons of cotton and 3,00 tons of
ottonseed not delinted.
West Germany-Argentina.-A new 3-year German -Argentine trade agreement

signed in November 1954 lists the following quotas, among others, for Argentine
exports to West Germany: 450,000 metric tons of wheat, 400,000 metric tons
of feed grains, 100,000 metric tolls of rye, anid $5 million worth of linseed oil.

West Germany-I)cnmark.-The I anish-West G erman trade agreement for the

year 1954 contained the following quotas, anong others, for sports into Ger-
many: Pork (or live pigs), 20,000-25,0A4) metric toils; lard, 8,000 metric tons;

and butter, 12,000 metric tons.
West Germany-India.-Under the West German-Indian trade agreement for

the period February 1, 1954, through January 31, 1955, West Germany under-

took not to impose quantitative restrictions on the following, among other,

imports from India: Vegetable oils, walnuts and cashews, cotton and tobacco

(West Germany has also liberalized imports of cotton and tobacco from the

dollar area).
West Gcrman /-Sweden.-The Swedish-West German trade protocol covering

the year July 1, 1954-June 30, 1955, contains the following quotas for agricul-

tural imports into West Germany: Wheat, 250.000 metric tons; rye and feed

grains, 50,000 metric tons; in addition to unspecified, smaller quantities of

butter, lard, vegetable oils, and seeds.
Italy-Ar oentina.-The trade agreement between Italy and Argentina, signed

June 25, 1952, to remain in force until December 31, 1958, provides for :annual

quotas for imports into Italy from Argentina of 500,000 metric tons of wheat,

beginning in 1954 (300,000 tolls in 19583), and other products, almost entirely

agricultural, to a total of $56.1 million, including $15.3 million of secondary

grains and oileake, $6 million of beef, $14 million wool, $1.5 million cotton,

and $4.5 million of vegetable oils.
59884-55-pt. 1-



TRADE AGREEMENTS EXTENSION

Italy-Pakistan.-Under the Italian-Pakistan trade agreement, effective for 1
year ending June 30, 1954, Italy granted Pakistan quotas of 20,000 metric tons
for cotton and 4,000 metric tons for cottonseed, among various other agricultural
products.

Sweden-Indonesia.-The Swedish-Indonesian trade agreement for the year
June 1, 1954-May 31, 1955, calls for imports into Sweden of, among other prod-
ucts, tobacco, oilseeds and vegetable oils to a total value of about $5 million.

Yugoslavia-Belgium.-The Belgian-Yugoslav trade protocol for 1954 contains
quotas for, among other agricultural imports into Belgium, corn (30,00 metric
tons) and tobacco (1,000 metric tons).

TRADE AGREEMENTS WITH THE IRON CURTWN COUNTRIES

France-Soviet Union.-The present trade agreement was signed on July 15,
1953, and is to run for 3 years. For the first year the volume of trade each way
was originally fixed at 12 billion francs ($34 million). Items originally listed
for export from the Soviet Union to France include such strategic commodities
as oil, manganese and chrome, together with, among others, furs, canned crab
and salmon, and corn (65,000 metric tons); among the items listed later is
cotton (7,000 metric tons). Items listed for export from France to the Soviet
Union include, among others, cargo ships, boilers, cranes, steel or sheet iron,
rayon and cotton goods, and citrus (3,000 metric tons) ; commodities added later
include meat, contracts having been signed for the export of 17,000 tons to the
Soviet Union and Czechoslovakia.

France-Hungary.-The trade agreement presently in force is valid for 1 year
beginning June 1, 1953, and provides for trade amounting to about 2.5 billion
francs (some $7 million) each way. Hungarian exports to France are to consist
mainly of seeds for sowing, oilseeds, fresh goose liver, and tobacco (600 metric
tons). French exports to Hungary are to include textiles, chemicals, various
other manufactured products, and a few agricultural items, notably fruit (citrus,
figs, dates).

Netherlands-Soviet bloc
In May of 1953 the Soviet bloc began buying Dutch livestock products heavily.

Altogether the bloc bought 20,824 metric tons of butter, 2,000 tons of cheese and
4,500 tons of meat. Grains, especially wheat, and timber were the major products
received in return.

Belgium-U. S. S. R.
A protocol to the 1948 U. S. S. R.-Belgium trade agreement was signed on

January 30, 1954. Trade in 1954 is estimated to be double that of 1953 and
includes, from Russia: grains, oilcake, forestry products, small automobiles,
ferro-manganese, manganese, chrome, gasoline and oil, coal, tar, asbestos, iron,
furs, canned food and tobacco. Belgian exports are to consist of lead, fibers,
woolen cloth, herring, fats, meat, skins, and vegetable oils, in addition to 20
freight and refrigerator ships and some floating cranes.

Denmark-Soviet bloc
Previous trade agreements were extended calling for additional deliveries of

butter to U. S S. R. in December 1953 and January 1954. This brought the total
amount of butter delivered or contracted for in 1953-54 to 20,000 tons.

Under a trade agreement of February 9, 1954, for the year March 1. 1954-
February 28, 1955, Denmark is to export to Hungary tool machinery, machinery
for the food industry and other machinery, lard, seeds, and other agricultural
products, fish and pharmaceuticals. Hungary is to deliver feedstuffs, textiles,
and machinery. Total value of the trade in each direction is estimated at
barely $3 million.

West Germany-Soviet bloc
Soviet Union.-It is reported that in October 1953, for the first time since the

war, direct trade contracts were concluded with the Soviet Union. A private
firm bought 9,000 tons of Russian wheat, and another oil. Payment was to be
made in cash, in dollars and Swiss francs.

Hungary.-A trade agreement covering the year 19.54 reportedly calls for
Hungarian deliveries worth $21.3 million, and West German deliveries Worth
$20 million. Hunrarian deliveries are to include $16.4 million worth of arricul
tural products. German deliveries are to include chemicals, textiles, iron an(
steel, and other industrial products.
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Rumania.-In February 1954 West Germany and Rumania concluded a trade
and payments agreement for the year 1954-providing for substantial expansion
of trade to $16 million in each direction. Rumania is to export to Germany
mainly wheat, feed grains, and some livestock products, plus timber and oil
products.
Sweden-U. S. S. R.

In January 1954 Sweden and the Soviet Union signed a protocol to their trade
and payments agreement of 1940 which is to provide for an appreciable expansion
of trade between the two countries. Swedish imports are to include greatly
expanded takings of crude oil, 10,000 tons of corn, 30,000 tons of oil cake, some
tobacco, as well as quantities of chromium ore, manganese, and anthracite.
Swedish exports to the Soviet Union are also to be expanded with greater
emphasis to be laid on consumer goods and capital goods for the production of
consumer goods. Quotas have been agreed for butter (5,000 tons), staple fiber
(5,000 tons) and other products. It is calculated that trade between the two
countries will amount to about twice the value of 1953.
Italy-Soviet bloc

Bulgaria.-Clearing agreement with Bulgaria was signed and went into effect
September 1, 1953, effective until December 31, 1954, to be automatically extended
annually thereafter unless either party denounces it at least 3 months before
renewal date. Bulgaria exports wheat, corn, barley, oilseeds, eggs and poultry
and tobacco to Italy in exchange for tobacco, citrus fruit, and nonagricultural
products. Trade in each direction called for in agreement probably between 5
and 6 million dollars.

Hungary.-An agreement dated December 16, 1948, was renewed January 1954
presumably to run until December 31, 1954. No details as yet available con-
cerning exchange of goods planned for 1954, except that total both directions
approximately 13 billion lire ($20.8 million). Trade list for 1953 was as follows:

Agrionltnra1 Chief Italian imports from Hungary
Cattle for slaughter - ---
Hogs-------------------- -
Poultry---------------
Calves, slaughtered
Eggs - --
Edible dry legumes
Barley for malt --

Oats----------------- --
Bran------------------ -
Live game -
Preserved meat and liver --
Butter, fresh
Wheat------------ ----
Malt---------------------------
Corn---------------------------------

Nonagricultural:
Nicotine------------------------------
Threshing machines --

Tractors - --- -

Various chemical products, etc
Vegetable and grass seeds1 To be determined later.

-- - -- head_
-- - do--

-- - metric tons--
-- -- - do-

- do--
- do_-

--- do--

-- -- - - -- - - - do -

-- do--
----------- million lire_-

- ---------do--
imetric tois__
- - -- d o)-
-- -- do

11,000
3, 000
1,300

900
3, 100
3, 000
4, 000
5, 000
5, 000

65
30

400
20, 000
2, 000(1)

.million lire--
_pieces--

.millioi lire--
do--

- - - -- - - - - - - - - - - -d o - -

Agricultural : Chief Italian exports to Hungary
Seeds ------------------ million lire-- 50
Lemons -------------------------------------- - metric tons-- 5, 000
Oranges and tangerines ------------------------------------ do- 500
Almonds and filberts (1)

Nonagricultural :
Pyrites ------------------------------------------- metri, tons-- 2, 000
Sulfur. ----- lo-- 2, 500
Sulfuric acid --------------------------------------- do-- 5, 000
Machine tools -------------------------------------- million lire 850
Various types of machinery -------------------------------- do 510
Ball bearings ---------------------------------------------- do-- 750
Autos and trucks, etc -------------------------------------- do- 400

To be determined later.
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Poland.-An agreement of July 1, 1949, was renewed June 19, 1953, to run from
July 1, 1953, to July 1, 1954, trade to include the following:

Agricultural: chief Italian imports from Poland
Oats metric tons-- 20, 000
Barley ------------------------------- do -- 10,000
Seed potatoes --- do --- 5, 000
Kidney beans ---------------------- ------ do --- 1, 000
Potato starch ----------- do ---- 1,000
Sugar beets and forage seeds -------------------------- do 300
Sugar (temporary import) --------------------------- do - 5,000
Eggs ---------------------------------------- million pieces-- 45
Poultry -------------------------------------- metric tons-- 1,000
Rye --------------------------- do .. 5,.000

Nonagricultural imports include:
Coal ----------------------------------------------- do 1, 000,000
Pig iron ------------------------------------------- do - 3, 000
Steel ingots ------------------------------------------ do ---- 3,500
Optical glass ---------------------------------- kilograms-- 1, 000

Agricultural: Ch ief Italian exports to Poland
Lemons ------------------------------------- metric tons-- 5,000
Oranges -------------------------------------------- do .... 1,000
Rice -------------------------------------------------- -do -- 1, 500
Chestnut extract ------------------------------------- do ... 2, 000
Tobacco --------------------------------------------------- $2,000, 000
Hemp -------------------------------------- metric tons-- 650

Nonagricultural:
Tires and tubes ------------------------------------------ ss, 000, 000
Ball bearings --------------------------------------------- $2, 000, 000
Dyes for textiles ------------------------------------------ $1,600,000

Soviet Union.-A protocol signed October 27, 1953, includes the following lists
of goods to be traded from October 27, 1953, until October 26, 1954. Italian im-
ports from U. S. S. R. provided for estimated equivalent of $30 million, and ex-
ports to U. S. S. R. for $27.8 million. Difference to be covered eventually by
later deliveries of cargo ships, refrigerator ships, port cranes, etc., which have
been ordered by U. S. S. R. from Italy.

Agricultural: Chief imports from U. S. S. iR.
Hard wheat (amount can be increased by agreement) metric tons-- 100,000
Tobacco ------------------------------------------------------- (1)
Oilcakes --------------------------------------- metric tons-- 10, 000

Nonagricultural:
Manganese ore ----------------------------------------- do ... 25,000
Chrome ore -------------------------------------------- do -- 15, 000
Anthracite ---------------------------------------------- do ---- 100, 000
Crude oil ---------------------------------------------- do- - 200, 000
Naphtha ------------------------------------------------ do---- 100, 000
Sawn timber ---------------------------------- cubic meters-- 100, 000
Furs ------------------------------------------ million lire-- 625

1 Versus exports of Italian tobacco.

Agricultural: Chief exports to U. S. S. R.

Oranges ------------------------------------- metric tons__ 0, 000L em on s ------------------------------------ ----------- do ---- 10, 000
Almonds -------------------------------------------- do ---- 1, 000
Hemp ------------------------------------------------------- (1)
Tobacco -------------------------------------- -----

Nonagricultural:
Textiles of artificial fiber -------------------------- meters-- 1,000, ()00
Wool textiles -------------------------------------- do - , 000
Also textile machinery, machinery for processing steel plates,

chemicals, etc.
-To be determined later.

Versus imports of Russian tobacco.
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BRITISH COMMONWEALTH BILATERAL COMMODITY AGREEMENTS

West Indies-United Kingdom
Fresh and processed fruits.-In mid-1954 the United Kingdom agreed with the

West Indies (Jamaica, Trinidad, and Dominica) and British Honduras not to
allow importation of any more citrus from the United States without first
consulting with the West Indies, particularly with respect to grapefruit and
canned segments and orange juice and grapefruit juices.

This agreement was reached in London following conference with the West
Indian Regional Economic Committee and chief political and economic officials
'from Jamaica, Trinidad, and Dominica. United Kingdom agreed to buy any
surplus canned grapefruit from the 1954-55 season. Bulk buying and distribu-
tion of canned fruits in United Kingdom ended in January 1955.

Citrus fruit.-Jamaica agreement in spring of 1954 with New Zealand for 1 year
(revision of previous informal agreements) provided that Jamaica would furnish
70,000 cases of oranges and 30,000 cases of grapefruit. This agreement will
undoubtedly be renewed. New Zealand furnishes neat and dairy products to
Jamaica.

Ten-year agreement (expiring in 1960) covers purchase by British Ministry
of Food of up to 3,500 tons per annum of concentrated orange juice from lanaica
and British Honduras. Information indicates that Trinidad has not yet ac-
cepted similar agreement for 1,500 tons. There is strong current aitation for
renewal of the agreement with Jamaica and British Honduras before its
expiration.

Apples.-There is an unofficial "gentlemen's" agreement between New Zealand,
Australia, South Africa, and Canada dividing up tie United Kingdom market
seasonally for apples (Tasmanian Fruitgrower and Farmer, January 1954).

Dried fruit.-United Kingdom a 1-year agreement (1954-55) with Australia
under which the United Kingdom agrees that if the average realized price for
Australian dried fruit falls below an agreed amount, the British Ministry of Food
will pay a deficiency to the Australian Government. This deficiency (lid not come
into operation in 1954 because of the firm demand for dried fruit on the British
market. This agreement will probably be renewed in the same or modified form
sometime in 1955.

Southern Rhodesia
Southern Rhodesia Tobacco Marketing Board and British tobacco trade is sup-

plying under a 5-year purchase agreement (extendable each year for 1 more
year) an increasing percentage of tobacco to the United Kingdom (about 57.3
million pounds in 1953).

Federation of Rhodesia and Nyasaland
Tobacco agreement with French Union for 1 year (May 1954-June 1955)

whereby Federation agrees to furnish specified quantity and grades of tobacco
in return for purchase of French wines, liqueurs, foods, cigarette paper, clothing,
etc. There may be similar agreements with French West Africa.

Australia, United Kingdom
Under agreement expiring September 30, 1967, the United Kingdom will make

a deficiency payment to Australia if the average price realized for beef, mutton,
and lamb in the United Kingdom market falls short of an agreed average level.
This agreement replaces the former bulk purchase agreement with the British
Ministry of Food.
Australia, New Zealand, United Kingdom

For a period of 15 years from October 15, 1952, the United Kingdom Government

has undertaken to permit, without restriction of quantity, the sale in the United

Kingdom market of Australian and New Zealand beef, veal, lamb, mutton, and

edible offal.

Argentina, Uruguay, United Kingdom
Although bulk purchase agreements with Argentina and Uruguay have expired.

deliveries will continue for the time being as contract tonnages are still out-

standing.
New Zealand, Australia, Dennark

The following bulk purchase agreements with the British Ministry of Food

are still in effect for milk products; with expiration dates given: New Zealand

(milk powder), July 31, 1955; Australia (butter and cheese), June 30, 1955;

Denmark (butter), September 30, 1955.
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UNITED KINGDOM BILATERAL AGREEMENTS

In the past few months the United Kingdom has been actively engaged in bi-
lateral trade negotiations with a number of countries. Discussions have been
completed with Finland and Argentina, but final terms of the agreements have
not been announced. Talks are still in progress with Japan and are not expected
to be finalized until late summer. Details of some of the agreements which
have been announced are as follows:

United Kingdom-Spain
United Kingdom agricultural imports from Spain during 1955 will consist

of citrus fruits, canned fruit, fertilizers (potash superphosphates), and hides and
skins in exchange for seed potatoes, raw materials, machinery metals, and other
manufacturers.

United Kingdom-Turkey
Under the provisions of this agreement which was signed on January 20, 1955,

and which will be effective through 1956, the United Kingdom is committed to
import such products as dried fruits, raisins and figs, cotton, tobacco, wheat, and
hazel nuts from Turkey. The sterling earned by these imports will be used by
Turkey to liquidate commercial debts due United Kingdom exporters for prior
exports of goods to Turkey.
United Kingdom-Hungary

United Kingdom completed a trade agreement with Hungary as of September
1, 1954, which is effective until September 1955. Under terms of this arrange-
ment, Hungarian exports to United Kingdom are expected to total approximately
$15 million and will consist of such food items as tomato puree, rice, eggs, and
canned meat in exchange for wool tops, rayon yarns, machinery, vehicles, tin-
plate, and other equipment from the United Kingdom.

Soviet Union
It was reported in February 1954 that about 15,000 bales of Russian cotton

had been purchased by the United Kingdom cotton trade. Negotiations were in
progress for these purchases during the summer of 1953. The cotton is reported
to be of relatively low staple length and the prices paid were also believed to be
relatively low.

Poland
The Polish Government is keenly interested in renewing an agreement con-

tinning exports of foodstuffs to United Kingdom. The United Kingdom, on the
other hand, is not interested in a new agreement of long duration nor in in-
creased quantities of imported food items. This is a result of the British Gov-
ernment's present policy of lessening of governmental control, gradual reduction
in bulk purchases, and eventual return of trade to private channels.
Bulgaria

Lamet Trading, a combination of British and French interests formed in 1952
to specialize in East-West trade, announced yesterday that it had signed a new
barter agreement which provides for the purchase from Bulgaria of approxi-
mately 8,600 tons of wheat against the supply to that country of tubes, steel
sheets, and rolled steel sections.

Lamet Trading has already carried out barter agreements with Bulgaria and
Rumania totaling several million pounds. These transactions involved the
purchase from Bulgaria and Rumania of wheat, bristles, timber, and cement, and
the supply of large quantities of tinplate, tubes, wool, etc., from the United
Kingdom and a variety of steel products from the Continent. About $1 million
worth of foodstuffs, such as herrings, frozen fish, butter, margarine, and milk
powder, has also been supplied by Lamet Trading under these agreements.

The company also stated that nt hoped that further considerable new contracts
involving British engineering supplies would soon be signed.
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TABLE 1.-United Kingdom: Long-term bulk purchase contracts of agricultural
commodities

Commodity Country Expiration date

Bacon ---------------------------- Denmark --------------- ------ Sept. 29, 1955.
H olland ............ -. ------- D o.
Irish Republic ----------------- Apr 30, 1956.

Meat ----------------------------- Australia ---------------------- Sept. 30, 1967 (revised in 1954 by
minimum price support agree-
ment terminating Sept. 30 1967).

Irish Republic --------- ----- June 28, 1956 (revised).
Milk products -------------------- Australia: Butter and cheese .... June 30, 1955.

Denmark: Butter -------------- Sept 30, 1955.
Oils and fats ---------------------- Fiji ------------ ---------------- Dec 31, 1957.

A ustralia I ---- ---------------- D o.
New Zealand 2 .... Do.
Tokelau Islands Do.
Cook Islands - Do. 3

N iue -.... ---------------------- D o 
3

T on ga ............... .......... D o. 3
Solomon Islands .... ......... Do 3
(ilbert and Ellice Islands ... .. Do

Concentrated orange juice --------- British West Indies (Jamaica End of crop year 1959-60
and British Honduras).

Sugar-... . . ..----------------------- Australia, South Africa and the Dec 31, 1961.
sugar producing colonies.

I Australian agreement for copra and coconut oil is on behalf of Papua and New Guinea, which are Aus-
tralian protectorates.

3 United Kingdom bulk purchase contract for fats and oils with New Zealand covers copra exported
from New Zealand, Pacific territories and protectorates (Western Samoa, Cook Islands and Tokelau
Islands).

a Copra.
IRELAND BILATERAL AGREEMENTS

An Irish-German agreement was renewed last October and will be effective
through September 1955. The main items of export from Ireland to Cermany
consist of live cattle and carcass meat and in this renewal, provision is also made
for shipments of butter whenever the German supply situation permits. In
exchange Ireland will receive textiles, motor cars, and other manufactured items.

An agreement was also signed in Oslo in November 19)54 for continuation of a
trade agreement between Ireland and Norway. This agreement provides ship-
ments for another year of beef and prk, breeding cattle and limited quantities
of canned meat and certain industrial products. No Norwegian products were
mentioned in the discussions.

Senator IMILLIKIN. Isn't a substantial amount of the world's wheat
controlled by the bilateral agreements which are not controlled by the
competition of the free movement of wheat ?

Dr. Bn'TZ. There is some.
Senator MILLIKIN. That won't answer iny question, there is ;olle.

Is it substantial or is it a dribble or what is it0
Mr. BURMEEISTER. A great deal of the Argentine wheat is sold on

bilateral agreements, and great deal of Turkish wheat is sold on bilat-
eral agreements, when they have wheat to sell.

Senator MILLIKIN. Those are the instances I had in mind, but I
would like that expanded to cover the general field of a1riultlre to
the extent you can do that.

Mr. BURMEISTER. We will do that.
Senator FREAR. Dr. Butz, those figures where you make barter agree-

ments, are they included in your agricultural export quantities?
Mr. BURMEISTER. Yes, they are part of the quantity, yes sir.
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Senator FREAR. May I ask you when the United States makes a
grant of an agricultural product, do they have any control over what
happens to those agricultural products when they get into the for-
eign country? In other words, do we have the permission to tell a
foreign country if it is exchanged with a foreign country, that these
products cannot go into a particular class of hands and be resold at
a much higher price, or do we merely specify how those products shall
be handled in that country?

Dr. BuTZ, Yes, sir, we have that authority, and we try to exercise
it as completely and as prudently as we can.

Senator FREAR. Are you barred from complete jurisdiction over it?
Dr. BUTZ. I don't know what you mean by "complete jurisdiction."
Senator FREAR. Let me give you an example, and maybe I can bring

it out, if I may.
We have made grants of agricultural products to a South American

country. I will not mention the country. But we have made two sub-
stantial grants.

Dr. BUTZ. You are talking about sales under Public Law 480?
Senator FREAR. I assume that is how they come. It isn't a sale. I

believe it is a grant. I don't believe we are getting anything in re-
turn. The President, under his authority, made grants

Dr. BUTZ. 1 think that is Foreign Operations Administration.
Senator FREAR. I agree with you. I think that is right. Can I

ask you a question about that?
Dr. BuTz. You may ask it, I may not know the details of it.
Senator FREAR. These grants of agricultural products that were

made to a South American country, if we have no jurisdiction over
them after it reaches the country, then we cannot determine whether
it is going into hands that are favorable to the democracies of the
world or whether it may be going into the hands of those who are
more closely alined with the Communist theory in the world.

Dr. BUTz. It is my understanding that the Foreign Operations
Administration has a country team in each country where it has a
program, and that these people do supervise the end use of the prod-
cts, agri cultural products that come under those grants, and attempt

to see that they are used as they should be used. Our Foreign Ag-

cultural Service is constantly studying the agricultural products which
move among the various countries o the world to detect if the can

. I . Y , s
any abnormal movements from countris that may be importing sub-
stantial quantities of American farm products, to trace the everything

you mentioned.Senator FiEAn. Yes, sir, but if the government of that country
says that they are going to take these products and give them to a
certain class of people in that country, can we or can e not prohibit
it after the product has reached that country? In our agreement with
that country, if the government does not see fit to live up to its agree-
ment, is there anything we can do about it

Dr. BTut I cannot speak for the Foreign Operations Administra
tion. I am quite sure, however, that we can stop shipments of those

products.
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I think of a similar case where we were giving surplus food prod-
ucts owned by the Commodity Credit Corporation to one of the do-
mestic volunteer relief agencies for foreign distribution. Those vol-
unteer domestic relief agencies must meet certain requirements when
they get food for foreign distribution. It must go free of charge to
the recipients, the recipient must be a certified relief case.

It must be in packages clearly-marked "gift from the United States,"
and there are certain other restrictions imposed. I recall a case a
year ago where that was being violated in a foreign country by this
domestic voluntary relief agency. When the violation was discovered,
we stopped shipments. We impounded the stocks of foodstuffs on
hand and stopped the whole program.

Senator FREAR. Is that a South American country?
Dr. BuTZ. No, sir.
Senator FREAR. I don't want to take too much time. There are

many questions on that that I would like to ask, but I will refrain at
the moment.

The final question is: Under the present setup of the Tariff Com-
mission, when it gives the facts regarding a request by a domestic
producer under the peril point or escape clause, and those facts are
p resented to the President, do you know how many of those cases have
been presented to the President in the last 2 years?

Dr. BUTZ. I cannot tell you exactly. It is a relatively small num-
ber-10 or a dozen, or something like that, I think. I am not sure.

Senator FREAR. That is a new figure to me. Anyhow, how many
of those has the President acted on?

Dr. BuTZ. I am not familiar with that. I cannot say.
Senator FREAR. Do you think, in your opinion, then, or in the

opinion of the Department of Agriculture, for whom you are speak-
ing, that in the extension of this act and with the enlargement of this
prerogative of the President, in my opinion, that it will endanger
the present escape clause?

Mr. BUTz. No, sir.
Senator FREAR. You feel, Mr. Butz, as though it will be beneficial

to the interests of America to continue to give the President the
authority and expand his authority, as the proposal presents itself?

Mr. BuTZ. Yes, sir; I think there is a likelihood that it will facilitate
desirable negotiations.

Senator FREAIR. Do you think, then, that our relations with GATT
will have any particular bearing on the extension of this act .

Mr. BUTZ. I think the two are associated. GATT will provide a
mechanism for the countries of the world getting together for recipro-
cal agreements.

Senator FREAR. And do you think the President's authority granted
him presently, and with the enlargement of authority as proposed in
this bill would endanger, in any way, the domestic producers?

Mr. BUTZ. In general, I think not. You must always recognize
that any tariff reduction will have an impact some place on some group
of producers. The question is one of total advantage to our economy
and of mutual advantage to the participating free nations of the
world.
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, Senator FREAR. Yes, sir; I understand that perhaps any agreement
we make with a foreign country may hurt some particular segment of
our economy or production in this country, but the overall picture
would be a distinct and greater advantage to us, but eliminating those
particular features, the overall picture, in your opinion, would be
beneficial if this proposed legislation is enacted?

Mr. BUTZ. I feel confident that would be true.
Senator FREAR. Thank you.
The CHAIRMAN. Senator Flanders?
Senator FLANDERS. My eye has caught the last sentence or two be#

ginning on page 3:
However, if we maintain this higher level of foreign exports, foreign coun-

tries will need to get more dollars to buy these farm products from us. One
way of achieving this desirable goal is to reduce our tariff barriers to industrial
products for Japan and other countries which buy large quantities of American
farm products.

I don't know just how you can give me the measure of the situation
in billions of dollars or what not, but is there any way that you can
express the amount of farm products which are held off the world mar-
ket because the prices are, by our farm price policy, held above world
market prices?

Mr. BUTZ. I think it would be impossible to give specific figures
on that.

In general, I think there is truth to what you say.
Senator FLANDERS. I asked a question. I didn't make a statement.
Mr. BUTZ. I cannot answer it specifically. If you wanted a quan-

titative answer-I feel confident that the Agricultural Act of 1954
with the provisions in it for a gradual and progressive movement
toward a flexible farm price support system, will, in itself, help to
restore our competitive position in world markets for many of our
farm products.

Senator FLANDERS. The second question which arises in my mind
is not the reduction of duties on imports, on products of Japan, for
instance, a rather clumsy way of compensating for the above world
market prices that we are maintaining? Don't we remedy one evil
by inserting another?

Mr. BU'rz. I am not sure I get your question. You mean we remedy
the evil of high price supports by reciprocal trade agreements?

Senator FLANDERS. Yes. That is in general the idea. It makes an
argument for lowering our tariffs. You are using the argument for
lowering our tariffs because it will help move our high priced agri-
cultural products.

I am wondering if that is a valid argument to use provided there
should be found some way of pricing our farm products at world
market prices. In that case, you would lose the argument completely
though It might no necessarily affect your practice. But you would
lose the argument.

Mr. BUTz. Yes. I think, Senator, perhaps the inconsistent thing
we do is to have the high price support and then have a substantial
subsidy to move our products into exports. It is difficult in my own
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mind to relate our domestic price support levels with the question of
reciprocal rade agreements with other countries.

Senator FLANDERS. Now I am not asking a question, but making a
statement. I will be inclined to wipe out that argument as an argu-
ment. Plenty of others remain. But I will wipe out that argument
for reciprocal trade treaties and fall back on some that have a better
foundation.

Let me ask this question: I assume that if we move our agricultural
products into the world market on world market prices that we are
accused of dumping.

Mr. BUTz. Some countries do.
Senator FLANDERS. What is the basis of the accusation of dumping

when the sales are made at world market prices?
Mr. BUTZ. I think the basis for the accusation in cases like that is

that we maintain a different domestic price level than we offer at the
world price level.

Senator FLANDERS. Isn't that a new definition, putting goods on the
world market at world prices?

Mr. BUTZ. There are many definitions of dumping. It depends on
whose ox is being gored.

Senator FLANDERS. I have difficulty of considering an ox in terms
of dumping. We better not pursue that thought.

There is, it seems to me, a basis for dissatisfaction, although you
can perhaps scarcely call it dumping, when we subsidize a production
much higher than world market prices would have produced, and then,
even though we sell that product at world market prices,.we haven't
exactly dumped, but we have put the burden of our excessive produc-
tion on the world markets instead of taking care of it ourselves in some
way.

Mr. BUTZ. That is right. It is also fair to point out in a case like
that, that our own domestic price support level and the withholding
of excess supplies off the market in this country has, in effect, provided
a price umbrella for other producers in other countries.

Senator FLANDERS. That is self-evident.
That is all.
Senator LONG. Could you supply for the record the wage levels of

those industries in the countries from which we are importing these

noncompetitive commodities, such as coffee, bananas, tea, cocoa, and

sugar?
Mr. BUTZ. That may come from the Department of Labor. Can

we get that?
Mr. BURMEISTER. Yes.

Mr. BUTZ. We will attempt to get that.
(The information requested is as follows:)
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Selected daily agricultural wage rates, complementary commodities

la Skilled l Average
Commodity and country Unsklabor Sklled labor daily wage

Fibers: Dollars Dollars Dollars
Mexico . () (1) 0.68
British East Africa 0. 06 0. 12 '.09
India --.............................................- .20 .30 .25
Philippines ----------------------------------------- (I () .90

Tea:
India:

M en ------------------------------------- - -- - - (- ) ( ) .22
Women ------- (-) () .10
C h ild ren ----------- ----------------------. --------- - ( ( ) .05

In d on esia ------------------------------------------------ .31 .40 .345
Ceylon:

M en ---------- ------------------------ ------------ (1) (1) .26
W o m en --- --- --- -- -- ---- -- --- --- -- -- ---- ---- -- -(- ) ( ) .2 2
Children -.............. ................------------ ) (1) .18

Rubber:
Thailand 2 ------------------------------------------------ 1.36 3.20 2. 28
Malaya .................................................. . 69 .90 .80

Coffee.
B razil -- ----------------------------------------- 1. 11 (3) 3.20
Costa Rica ............................................. .98 2. 41 1.69
Colombia 4 (1) I) . 66
M exico ------------------------------------ -------------- 1.53 1.74 1.14

Cocoa:
M exico ----------------------------------------------- i .53 1.74 1.135
G old C oast ----------------------------------------- -) (-) .42
N igeria --------------------------- -() - -) .42
French Cameroons ...................................... (I) (.) .45
Ivory C oast - -------------------------------------------- ( ) (1) 6 .45
Brazil ------------- (i) (i) 1.70
Costa Rica ............................................... .98 2.41 1.69

1 Not available.
Plus food and lodging.

a Yearly family contract, including shelter and food.
4 1950 minimum wage law $0.51, all agricultural workers.
a Legal minimum.
6 1951 rate, information for subsequent years not available.
Source: U. S. Department of Agriculture Foreign Agriucltural Service, Mar. 4, 1955.

Senator LONG. Have you given thought to the idea that we should go
to a 2-price system in line with Senator Flanders' suggestion of meet-
ing the world-market price for agricultural products?

Dr. BUTz. The 2-price system has been under study by our National
Agricultural Advisory Commission. They studied it last year.
When they meet at the end of March, they will take up the whole ques-
tion of what to do with our wheat problem, and the 2 -price system will
be one of the things studied at that time.

Senator LONG. That is all.
Senator MILLIKIN. Mr. Chairman, may I ask a question?
What percentage of agricultural production is used domestically?
Dr. BUTZ. Approximately 90 percent of our total market for farm

products is in this country.
Senator MinuKIN. Is that in terms of dollars, in terms of bulk?
Dr. BUTZ. In terms of dollars.
Senator MILLIKIN. Ninety percent.
Dr. BUTz. Yes.
Senator MILLIKIN. That points up, does it not, that we have to be

very careful in running these reciprocal trade programs that we do
not injure the American payroll, for obviously, if you injure the
American payroll, you reduce the buying power of the American
people.

Dr. BUTZ. Agriculture is keenly interested in an expanding do-
mestic payroll.
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Senator BARKLEY. May I ask one question? In answer to one of
the questions of Senator Flanders, you said, I think, that the Agri-
cultural Act of 1954 would progressively result in putting American
agriculture in a competitive position with the rest of the world agri-
culturally. Did you mean by that this act of 1954 will put us on a
world-price level

Dr. BUTZ. Not necessarily. What I meant to say, Senator, was when
we get large production years, as we have had in the case of certain
crops recently, there will be price adjustments in those years that will
make us more nearly competitive.

It will not mean the income will suffer. It will mean that income
will still be a matter of production times price. We will be more
nearly able to meet competitive prices on the world market.

Senator BARKLEY. That is another field we will have to go into at
another time. That is subject to controversy.

Dr. BUTZ. There is some difference of opinion.
Senator BARKLEY. I am one of those who differ.
Senator CARLSON. May I ask one more question?
I thought we were getting along very well on our increased value of

farm exports until you gave us the figures for the first 7 months for
this current fiscal year as 1.819 billion, compared to 1.669 billion last
year. That showed an increase of $150 million. I believe it is correct
that in the last Congress we passed legislation-I don't remember, but
I think it was a public law and amendments to two bills-that per-
mitted the exportation of farm commodities totaling a billion or a
billion two hundred million. Is that the best we have done under this
program? Is that the result of this $150 million increase?

Dr. BuTZ. I would like to say a word about that.
You refer to Public Law 480, which appropriated $1 billion to

last over a 3-year period, $700 million of which was in title I to
finance the sales of surplus agricultural products to friendly foreign
nations for their local currencies.

First, the legislation was passed in late July or August. The Execu-
tive order implementing it was signed in September. We have under
negotiation or negotiated now, programs that will run something in
excess of $400 million and only in the last month have actual ship-
ments started to move.

We expect shipments under that program to pick up rather mark-
edly in the months just ahead.

There are not many sales reflected in these figures under that act.
They will begin to be reflected substantially from here on out.

Senator CARLSON. Under that base, it occurs to me that we might
have actually declined in the value of farm exports outside of the
program we approved in the last session of Congress which, in reality,
consisted substantially of giveaway programs; is that correct?

Dr. BUTZ. Most of the figures we gave are without sales under
Public Law 480; however, they do include transfers to our volunteer
relief agencies here. They do include the barter transactions we have
had for which we have had some dollar recovery at world prices, but
not at the domestically supported price level.

Senator WILLIAmS. You did indicate a projected estimated increase
of 10 percent next year. If you have under the plan 400 million under
the giveaway program, that would constitute 15 percent. So you
must have a reduction of 5 percent of sales in your projected figures.
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Dr. BUTTZ. I think the point you make is a valid one, that some of
this increase in exports we anticipate is the result of legislation last
year. However, some of these shipments that were negotiated under
480 will go in next fiscal year.

Senator WILLnAlS. In your anticipated figures.
Dr. BUTZ. Yes.
The CHAIRIUAN. I asked a few minutes ago the value of the products

that were given away. When I asked for that I wanted everything
in that category, those that were subsidized. There are a great many
ramifications in this foreign aid progrom.

There are a dozen different agencies handling it. I would like
figures for exports of farm products in all the various programs, the
giveaway, the subsidized, the grants, and all kinds of things. Will
you make that all-inclusive?

Dr. BUTz. We will get that. I would like to reemphasize the point
that we in Agriculture will be happy when the day arrives that we can
dispose of our surpluses in normal world-trade channels for dollars
and do not have to rely on these giveaway programs.

PRINCIPLE OF FAIR AND REASONABLE cOmrETITION VERSUS FREE TRADE

The CHAIRMSAN. Senator Malone, do you have a question?
Senator MALONE. Yes.
Mr. Butz, you are Assistant Secretary of Agriculture?
Mr. BUTz. Yes, sir.
Senator MALONE. I take it from your testimony that you are princi-

pally interested in the 1934 Trade Agreements Act extension on account
of the possibility of encouraging the disposal of your surplus agri-
cultural products.

Mr. BUTZ. Not that alone, Senator. We want to restore an ex-
panding and healthy market for our farm products on a long-term
basis.

Senator MALONE. You are still talking about farm products.
Mr. BUTZ. Yes.
Senator MALONE. That is your chief interest?
Mr. BUTz. Yes.
Senator MALONE. What is the price, generally speaking, at which

you have been disposing of farm products? Name the products and
the price.

Mr. BUTZ. I didn't get your question.
Senator MALONE. Name some of the products that you have been

sending to the foreign nations and the selling price.
Mr. BUTz. I don't have a list of the specific prices for commodities.
Senator MALONE. Just a few of them from your memory.
Mr. BUTZ. Wheat is going at around $1.75 to $1.80, something like

that.
Senator MALONE. They are paying around $1.80?
Mr. BUTZ. Around $1.75 to $1.80.
Senator MALONE. Per bushel, or per hundred?
Mr. BUTZ. Per bushel.
Senator MALONE. 60 pounds?
Mr. BUTz. Yes.
Senator MALONE. What do you pay for it?
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Mr. Burz. It cost us under price-support program, last year around
$2.26, the national average would be $2.06, next year.

Senator MALONE. We are talking about this year, aren't we?
Mr. BUTZ. Yes.
Senator MALONE. Then you lose around 50 cents a bushel.
Mr. BUTZ. Yes, sir.
Senator MALONE. If you are going to meet the world price and it

costs 50 cents a bushel to meet it and it is necessary to have the 1934
Trade Agreements Act to do that? I understand that is what you
have to do to meet the world price, lose about 51) cents a bushel.

Mr. BtTZ. At tie l)resent time we have to, but the Trade Agree-
Inents Act makes it a question of negotiation on tariff rates. The ;)0
cents subsidy we put into our wheat is the result of our domestic
price level being above the world price level.

Senator Mm\[LONE. We all understand that. Why do you not just
answer my questiou1 You do meet tie world price in selling the
wheat.

Mr. B3UTZ. YeS.
Senator MALONE. Thiat is very hell)ful.
If you took another 5 cents off the price and sold it under the world

market price, you probably would not have to worry about a trade
agreement, would you

Mr. BLUZ. WVhat (10 yOu llan "all other kind of a situation"
Senator MALONE. Xou w ouldnt have to worry about shutting other

industries down tlirough allowing imports to come in from other
countries for the chance to cost the taxpayers 50 cents a bushel to sell
wheat.

Mr. BuTz. They would still need the dollars if they bought their
wheat for $1.;).

Senator MALONE. 1 guess we are all ini tie same situation. There
are two ways a nation can be shortt of dollars. There is only one way

an individual can be short. You and I can only be short if we insist

on spending more than we earn each year. 1 guess you have had
that experience.

Mr. BUTZ. Still have it.
Senator MALONE. You are not the only one. You cannot have the

experience that these nations have because they have an additional

dollar shortage through setting a price higher in dollars on their cur-

rency than the world price and nobody will pay it but the Congress of

the United States; isn't that right?
Mr. BUTZ. In some cases it is right.
Senator MALONE. In what cases do you understand that is right?

We might as well just see how much you understand about it.

Mr. BUTZ. In the case of Turkey we have had some problem on the

question of exchange rates.
Senator MALONE. What about Franwe?
Mr. BUTZ. There is a problem with France.
Senator MALONE. Isn't Ihere a problem in all of the natioiis of

Europe?
Mr. BUTZ. I am1 not prel)ared to ay.
Mr. BURM1EISTER. It has been, but it has improved a lot.

Senator MALONE. It hasn't improved enough so that the problem

is removed.
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Mr. BURMEISTER. Yes.
Senator MALONE. What nations?
Mr. BURMEISTER. Some of the countries have placed-the United

Kingdom has placed wheat on the free market. There is no control
on wheat, and the same is true on cotton.

Senator MALONE. What do you mean a "free market"?
Mr. BURMEISTER. There is no exchange control on the importation.
Senator MALONE. But the price remains on their currency. You

have introduced a subject I had intended to ask you about. -Whin
you sign a trade agreement, they are not really trade agreements, are
they? They are agreements to lower tariffs, -aren't they?

Mr. BUTZ. That is the essential part of the question; yes, sir.
Senator MALONE. Isn't that all of it?
Mr. BuTZ. We are working for currency convertibility in unblock-

ing of exchange controls.
Senator MALONE. Approximating taxpayers' money to do this,

however, that has nothing to do with the 1934 Trade Agreements Act.
The 1934 Trade Agreements Act simply allows the executive depart-

ment-and of course that means the Secretary of State for practical
purposes, so for our purposes we can use the Secretary of State-to
make agreements to lower tariffs on a particular commodity in the
particular country with which the trade agreement is being made;
isn't that right?

Mr. BuTz. Yes.
Senator MALONE. Isn't that all of it?
Mr. BuTZ. You are asking questions that the State Department can

answer better than we can here.
Senator MALONE. I would like to know if you understand the subject.
Mr. BUTZ. It is my understanding that there may be other conces-

sions that the other countries might enter into. I am not sure of that.
Senator MALONE. I don't think you are either. That is the only

concession they make, and evade even that concession through manipu-
lation of their currency in terms of the dollar--exchange and import
permits. Are you satisfied with that explanation?

Mr. BUTZ. Yes.
Senator MALONE. You might read the act when you go back, since

you are supporting it.
Mr. BUTz. Yes.
Senator MALONE. I would like to ask you if you are aware that when

they make these trade agreements or agreements to lower duties, that
in many cases the nation with which the trade agreement is made
almost immediately thereafter fixes a special price for its currency on
that particular product or group, of products or applies exchange or
import permits and thereby nullifies the effect of the trade agreement.

Mr. BUTZ. We have been aware of that. The British Empire had
28 different prices for the pound.

Senator MALONE. Are you aware that there is no possible adjust-
ment that can be made under the 3-year agreement.

Mr. BUTZ. Yes, under the Trade Agreements Act, they can be re-
viewed in GATT.

Senator MALONE. I suppose pretty nearly anything can be done in
GATT, General Agreement Trades and Tariffs but nothing of record
has been done for the benefit of this Nation. I undertook to debate it
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on Monday, February 28. If you will read that debate it might help
you. Also you might read Senate Report 1627 of last year 1954.
That report was made through testimony and research by competent
persons. When you understand GATT, you really have something
that will raise the hair on your head.

It includes 40 or 50 nations who intend to meet once each year at
least and estimate the production and consumption of the world and
divide it on the basis of "entitlements for consumption." We quoted
the phrase in the report, but it can only mean divide our markets on
the basis of the population of the countries of the world.

That is the kind of thing you are supporting. GATT is included in
the entire picture along with the United Nations Assembly trade or-
ganization and the International Materials Conference.

Mr. BUTZ. GATT hasn't come before us for our official position yet.
Senator MALONE. It will be put before Congress, I understand, for

the first time.
We had the International Trade Organization before us a few years

ago and Congress refused to have anything to do with it. The State
Department immediately organized the International Materials Con-
ference to do the work of the ITO contrary to the wishes of Congress.

There were about 50 nations in the International Trade Organiza-
tion setup and they were to meet at least once a year and with all
the markets in the world in the pot divide them on the basis of "en-
titlements for consumption." We would have the only effective
market in the game, like the sucker in the poker game-they divide
such morsels for the ensuing year-the consumption and production
on the basis of "entitlements for consumption."

If anyone knows what that means. "Entitlements for consump-
tion"--the only way that can be interpreted is on the basis of popula-
tion.

If there are 10 persons in one place and 5 in another, the entitle-
ments for consumption would be 10 against 5. The principle would
include 600 million people in China and about the same number in
India, 160 million here, compared to 21/2 billion in the world.

Are you also supporting the United Nations Assembly idea of
creating a World Trade Organization? They just passed a resolu-
tion creating such a worldwide organization about 2 months ago.

Mr. B Twz. That has not come before the Department for considera-
tion.

Senator MALONE. You do know that all of these things are hinged to
the 1931 Trade Agreements Act, that, if it is not renewed by this
Congress, that the United Nations or the Geneva Conference (GATT),
the International Trade Organization or the International Materials
Conference could not proceed to divide up our markets without the
consent of Congress? You understand that?

Mr. BUTZ. Yes.
Senator MALONE. I understand you do understand it?
Mr. Burz. I will take your word for it. I am not familiar with it.
Senator MALONE. Nodding your head doesn't do the reporter much

good.
Mr. BUTz. All right.
Senator MALONE. I don't want you to take my word for it. I want

you to study what you are testifying about.
59884-55-pt. 1 4
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' I doubt very much if you do understand it. I doubt very much if
anybody really understands GATT 3,000 miles away at Geneva or it
would scare the daylights out of them.

In the matter of these trade agreements, I understand your present
extreme interest is in unloading your stored agricultural products,
which have accumulated through the support price. It is very im-
portant, since we have these products stored in b1ins and warehouses
all the way from western Kansas to the Atlantic Ocean now.

The bins are getting closer together all the time, and the space is
Probably going to be worth more than the grain stored on the prop-
erty bfore very long.

Senator CARLSON. Is there room in Nevada .
Senator MALONE. There is room in my State to feed it to the cattle

and sheep if you could get it at a price that you could afford to feed
it at the current price of cattle and sheep.

I am corresponding with the Secretary of Agriculture on that mat-
ter now because in the named distress areas, they lowered the price
to a point where you could feed it to the cattle and sheep at the
distressed area price and then when our people decided to feed it they
raised it to the domestic market price.

At the support price you cannot feed it, even if they make their
regular gains, because you lose about 50 cents a day on each steer in
the feed lot.
I They got our Nevada people into this position by promising the feed

at the lower price and then withdrew it after our people had decided
to keep the cattle, which was not very good business for the cattle and
sheep men, or the Department of Agriculture either.

That is another question but one that this kind of manipulation
leads to. In this matter of trade agreements you understand that
that gives the State Department, the right to remake the industrial
map of the country; that is to say, lower the tariffs or duty on any
product that they care to and allow the products to come in, reducing
or closing down production here in that particular product, on the
theory that they will increase the sale or the feasibility and sale of
another product.

Is that the way you understand it?
Mr. BUTz. It will work that way, I think.
Senator MALONE. You think then that the State Department-and

of course the State Department for 21 years has been administering
the;setup-do you think that the State Department, a Cabinet of-
'ficer, should have that authority?

Mr. BUTZ. I understand that there is a trade agreements committee
setup representing a number of departments, of which State is one.
Agriculture is represented on the Trade Agreements Committee.

Senator MALONE. Whoever is consulted the Executive Department
has the authority to rearrange the industrial map. Who are the mem-
bers of that committee, do you know ?

Mr. BUTZ. State, Agriculture, Commerce, Labor, Foreign Opera-
tions Administration.

Senator MALONE. The FOA-that is Mr. Stassen, is it not?
Mr. BUTZ. And Defense. I think that is the group. Treasury is on

it too.
Senator MALONE. Then I will ask the question in another way.



TRADE AGREEMENTS EXTENSION

You are aware, of course, that article I, section 8 of the Constitu-
tion says that the legislative branch shall set the duties, which we
call tariffs, and shall regulate foreign commerce.

Mr. BUTZ. Yes.
Senator MALONE. Are you aware that this act, the 1934 Trade

Agreements Act, amended the Constitution in that respect and trans-
ferred that responsibility to the Executive without submitting it to
the people?

Mr. BUTZ. As I understand it, you are establishing limits within
which the Executive may negotiate, and that control still remains in
the legislative branch of the Government of the general policy within
limits that cannot be exceeded.

Senator MALONE. )oes Congress have ally review of the Executive
action under the act?

Mr. Bu'rz. It is my understanding that withiii the limits estab-
,ished, the agreements will be final.

Senator MALONE. Of course they are final. What are the limits?
Mr. BUTZ. They are set forth here in what they can do. You can

reduce the tariffs by 5 percent per year for the next 3 years, and so on.
Senator MALONE. What were the limits before this?
Mr. BUTZ. I think the ]iits before this wvere 50 percent of the 1945

rates.
Senator MALONE. They were 50 percent in the beginning, 1934, and

then there was an additional 50 percent, making a.total of 75 percent
on certain products which we used in our trade agreements.

Now you are asking for 15 percent more. Do you think that would
be constitutional if you just gave the executive department within
limits of 50 percent or 75 percent or 15 percent additional'?

Mr. BUTZ. I am not prepared to answer the constitutional questions
here.

Personally, I should think that if Congress established that policy
and-proposed those limits, it would be constitutiolal.

Senator MALONE. That is in the courts now. There was a suit filed
on Monday in the United States district court against the Secretary of
the Treasury by the Morgantown Glassware, Inc., of Morgantown,
IV. Va., on constitutional grounds, and also the General Agreement
on Tr-rdes and Tariffs. So that will be decided wve hope, but you
think it is all right, understanding, as I suppose you do, that if a
tariff is correct or a duty is correct and actually represents that differ-
once in the wage standard of living and the taxes and the cost of doing
business in this Nation as compared to the competing nation on each
product, that if it is correct, it represents that difference and any
reductions would unbalance it? You understand that; don't you?

Mr. BuTz. Yes.
Senator MALONE. If you lower it 10 percent, we will say, what does

that mean? Doesn't that mean that you have to lower your wages 10
percent, write off your investment 10 percent, and meet that competi-
tion or go out of business.

Mr. Burz. Either that or increase your efficiencv of production.

Senator MALONE. That is a fine statement coming from a Govern-
ment official where efficiency is 1)ractically tunknown. Competition
in the business guarantees elficiency of production.

If they did that, increased their efficiency in production, assuming
that some might, then the purpose of the trade agreement is lost, be-
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cause they would still produce the same amount if they held their
production and decreased their cost and produced the same amount
to furnish this market, then the purpose of the trade agreement is lost;
isn't it?

Mr. BUTz. Unless perchance total consumption of the item increased
because of a lower cost.

Senator MALONE. Is that the purpose of your free trade, to increase
consumption of the article?

Mr. Burz. It is one of the end results, I think.
Senator.MALONE. If they were unable to decrease the cost, the 50

percent or 75 percent, or in this case it would be a total of 90 percent,
they would lose the business; would they not?

Mr. BUTz. Yes, sir.
Senator MALONE. That would be quite a bit to increase the efficiency;

wouldn't it?
Mr. BUTZ. Well, presumably they will be operating already at the

75-percent level.
Senator MALONE. If they are operating.
Mr. BUTz. Yes. All this act permits is additional changes of not

to exceed 5 percent per year for 3 years.
Senator MALONE. If there is any of the industry left, the 5 percent

and 10 percent and 15 percent would apply to it?
Mr. BUTZ. Yes, sir.
Senator MALONE. I guess that would destroy the rest of them if

there-axe some left.
You are aware in many of the industries like pottery, they are

practically out of business now. You know that; don't you?
Mr. BUrTz. Yes.
Senator MALONE. The glassware is slowly going out of business, you

understand that?

Mr. BUTZ. That is right.
Senator MALONE. About 90 percent of the lead, zinc miners are on

the street or headed that way. You knew that; I guess?
Mr. BUTZ. Yes, sir.
Senator MALONE. And still you believe that 5, 10, or 15 percent

additional reduction should be allowed the State Department on the
theory that you will sell more agricultural products?

Mr. BTrrz. Of course, they have recourse to the escape clause and
the peril-point determination as a protective measure.

Senator MALONE. Can I give you some information on the escape-
clause and peril points? I think it will be helpful to you.

There have been about 50 cases filed. In 15 cases the Tariff Com-
mission reported that they should have relief and in 5 cases they were
given some relief under the escape clause.

There is no escape for industry except an arbitary decision of the
executive, meaning we think the State Department. They are the
ones that say whether it means a benefit for our Nation, extraneous
benefits, such as making friends and influencing people on a world
basis, or selling agricultural products that we are paying far more
for than you can afford to feed it to the livestock of the Nation at the
present price of livestock. Getting rid of that feed in a foreign
market at the world price could unbalance that market, the executive
could refuse the escape asked for; could it not?

Mr. BuTZ. It could be done.
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Senator MALONE. It has been done in most cases, you understand
that.

Mr. BUrz. Yes.
Senator MALONE. Let's take the peril point.
It is expected in the law that they will ask the Tariff Commission

to establish the duty or tariff when they contemplate such an agree-
ment at which that industry would be injured. That should then be
the tariff.

That would bring about fair and reasonable competition. It would
then give the workers and producers equal access to their own markets
and give other nations equal access to the American market since it
would make up only the difference between the standard of living,
taxes, and cost of doing business here and in this chief competitive
nation on that particular product.

You understand that?
Mr. BuTz. Yes.
Senator MALONE. They may or may not take the amount set by the

Tariff Commission for the purpose of trade agreements. You under-
stand that part of it?

Mr. BUTZ. That is right.
Senator MALONE. And generally do not. You understand that too,

I presume. Do you understand that if they take the amount literally
and make a trade agreement for 3 years on that basis, then in 10
seconds after the ink is dry, foreign nations can change the value of
their money for that particular product and nullify the agreement,
or through an exchange-permit system, or an import-permit system,
completely nullify the agreement.

And the agreement goes on for 3 years anyhow. Do you understand
that?

Mr. BUTZ. Yes. It is hoped that GATT negotiations will minimize
those cases.

Senator MALONE. Is there anything in the record of GATT that
would bring you such hope?

Mr. BUTZ. I am not prepared to say about the record, but we hope
in the new negotiations it will be.

Senator MALONE. I am prepared to say about the record, and I offer
it for your information.

There has been only one objective for 21 years, apparently, on the
face of it, and that is to divide the markets of the United States with
the nations of the world on the basis of "entitlements for consump-
tion--meaning on the basis of population of the world.

Someone invented the phrase-"entitlements for consumption."
Do you understand it? I suppose you are also for this extension

which appears to include virtually free trade with Japan? You
approve of that relation?

Mr. BuTz. Yes.
Senator MALONE. I have been in Japan. Do you have any idea

what they pay their workers there?
Mr. BUrz. They have very low wage rates.
Senator MALONE. About 15 to 19 cents an hour for skilled labor.
Mr. BUTZ. Yes.
Senator MALONE. Do you know what we pay in this country?
Mr. BUTz. $1.50 to $3. But there is much difference in the produc-

tivity of labor in the two countries.
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Senator MALONE. Is that so?
Mr. BuTZ. That is why we can pay that difference.
Senator MALONE. For your information-and I wish you would

check it-a Japanese workman working on machines-our kind of ma-
chines are going in there largely at taxpayers' expense-a Japanese
is just as good a mechanic and will do just as much work as an Amer-
ican. Do you doubt that?

Mr. BUTZ. No.
Senator MALONE. Then what you just said doesn't hold water, does

it?
Mr. BUTZ. If he gets on one of our good machines, he may do as

much work, but so far as the Japanese economy is concerned, they do
not all have the machinery.

Senator MALONE. What kind of machinery do you think Mr. Hoff-
man and other investors in Japan production are putting in Japan
to build their product? Secondhand machinery or Japanese ma-
chinery?

Mr. BuTz. I am not familiar with it.
Senator MALONE. I did not suppose you were. I am. I did review

several of the industries there, as I have in every nation of the world
except the Iron Curtain countries, and in Russia. The last plant,
constructed in one of these countries, just like the Anaconda Copper
refinery in northern Chile-and I was just there-is the best one in
the world because it is the last one.

Then we have anywhere from 2 to 10 percent of superintendents and
foremen, to train and supervise the cheap labor, and within a very
little while in most cases they do just as much work as anyone and in
many cases more.

I was not sure of that until I visited the plants, but anyone would
know that, anyone should know, that the Japanese or an Englishman
or a Scotsman or an Irishman or anyone of 90 percent of these nations
do just as much work as an American.

Wouldn't you suppose they would on the same machinery?
Mr. BUrz. After they are properly trained; yes, sir.
Senator MALONE. How long do you think it takes to train a man

to do one piece of work on an assembly plant?
Mr. BUTZ. I have no experience in that area.
Senator MALONE. Well, I deduced as much from your testimony.

I was trying to get it in the record, however. However, you expressed
a very positive opinion.

You believe however, that the State Department or this committee
if you please-State, Agriculture, Labor, Mr. Stassen, National De-
fense without such experience-should have the authority to make
these trades, just as we have been making them for 21 years, to put
our working people in this Nation in direct competition with the la-
bor in England of about 43 cents an hour, in direct competition with
the labor in Japan, about 19 cents, with the same machinery-and I
say again-largely paid for by the taxpayers of this Nation through
what is now called FOA, which started out as the Marshall plan and
the loan to England of $33/4 billion. Where our standard of living
wage is from $1.50 to $2.50.

Do you believe that the executive departments should have this
authority to do this thing in order, presumably, to sell agricultural
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products, at the world price with the taxpayers of this Nation making
up the difference between the world price and any support price?

Mr. BUTZ. In general I do believe that we will benefit from expand-
ed trade. In the long run if Japan or any other country sells prod-
ucts in America for dollars, those dollars must ultimately come back
to America to be spent.

Senator MALONE. They buy the products of another kind of indus-
try, like, for example, we will say, they bought adding machines or
automobiles. Then we go out of tihe crockery business and machine-
tool business, glassware business, the mining business for that pur-
pose. You do not see anything wrong with that?

Mr. BUTZ. It is my understanding that the Trade Agreements Com-
mittee will take those things into consideration in making their rec-
ommendations.

Senator MALONE. We should give the tax dollars away in the first
instance because they will eventually return. That is I suppose a
sample of efficiency.

Mr. BUTZ. They have taken them into consideration. Sometimes
they have to make agreements that work to the disadvantage of a par-
ticular industry.

Senator Malone. I am glad that you understand it. Of course,
you know they intend to put some industries out of business since the
State Department has said more than once that they think the Con-
,gress should appropriate money and ay unemployment, insurance to
the unemployed and compensate the investors for the loss of invest-
ment, all of which is very nice of them, and demonstrates their busi-
ness ability.

But let us take another field. We have now been preparing for war
for a considerable time. We fight one foe and build up another.

We were prepared to fight Germany on the theory that if they
destroyed Europe, we would be next. We utterly destroyed Germany
and we have built up another one.

In these agreements, do you think it might injure us if we become
dependent upon foreign nations across major oceans for critical ma-
terials which would be unavailable in case of war?

Do you think that is good business
Mr. BUTZ. That factor must be given strong consideration by the

Trade Agreements Committee.
Senator MALONE. Do you think that it hast
Mr. BUTZ. It is My impression that it has had some consideration.
Senator MALONE. As a result of the trade agreements, we are now

dependent upon India for 900,000 tons of manganese annually.
You could not get a pound of it from there once an all-out war

started. You cannot make a pound of steel without it. That is about
half our annual consumption. Do you think that is a smart thing
to do?

Mr. BUTZ. I ami not familiar with the manganese situation.
Senator MALONE. I am outlining it for you, and for the purpose of

your answer, you might assume I am correct.
Mr. BUTZ. We should not get too dependent on a source too far

away.
Senator MALONE. Would you call that being too dependent on a

source too far away if you have to have 900,000 tons of a product
shipped across a major ocean to survive?
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Mr. BuTZ. We are stockpiling quite a lot of that too.
Senator MALONE. It is pretty hard to stockpile all these materials

for the full length of a war. Do you think we should depend on the
stockpile for security and go ahead with our trade agreements?

Mr. BUTZ. That is out of my area. That is in ODM.
Senator MALONE. I know that. You are in Agriculture. You are

iftrested in selling agricultural products. I admire you for standing
up 'for your job.

Someday people will really understand what we are doing. We
are appropriating money to support a price on feed products above
what you can pay for it to feed a cow and a sheep at the market prile.

Mr. BUTZ. We are approaching it on many fronts. One of the fronts
is by moving away from the old system of price supports to the new
system under the act of 1954, which will partially solve the problem
you outline.

Senator MALONE. What is the new approach?
Mr. BUTZ. Flexible farm supports.
Senator MALONE. What would you do with the flexible farm sup-

ports? Just how would that operate and solve this question?
Mr. BUTZ. It will move us away from this tremendous surplus prob-

lem we have with the Commodity Credit Corporation owning these
surpluses of grain you mentioned.

Senator MALONE. If we moved away from that system, you are
preparing it to sell on the open market?

Mr. BUTZ. Yes, sir.
Senator MALONE. You think eventually the open market will take

up all you can raise?
Mr. BUTZ. We hope to move toward that ideal.
Senator MALONE. What you are moving toward is to get away from

the price support.
Mr. BUTZ. To move to the place where we use price supports as a

minimum price, but not as a price where you sell your product.
Senator MALONE. What is the difference?
Mr. BUTZ. Under the arrangement of high rigid price supports, we

have sold a tremendous quantity of wheat to the Commodity Credit
Corporation for example.

We have the price well above the price that would have prevailed
otherwise with the Government providing a residual market for all
commerce.

Senator MALONE. That is just a sort of delayed pass; isn't it? It is
just among the family you are passing it around. What good does
it do?

Mr. Bun. To have the high price support?
Senator MALONE. No. What good does it do to pass it from one

part of your Department to another?
ir. BUTz. We produce foodstuffs to be consumed. If we can move

it into consumption either here or abroad for dollars-
Senator MALONE. How could you move it into consumption better

by passing it from player to another? Who will finally run with the
ball ?

Mr. BuZ. This is a many-sided operation, one side of which is
improved trade relations around the world. The other side of it is
improvement in our domestic price-support program.
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Senator MALONE. I thought we closed up this other one. I was not
going to ask you any more about it. You said you were in favor of
displacing industries in this Nation by imports in order to sell more
agricultural products.

That is very plain. You were for that, and I understood your
position.

Mr. BuT/. I wouldn't put it that way. We import some agricul-
tural products too.

Senator MALONE. You are for displacing certain of these industries
in this Nation and changing the industrial map of the Nation in
order to sell more agricultural product,.

Mr. BuTz. Some of that, no doubt, will take place.
Senator MALONE. You are for it, are you?
Mr. BUTZ. I am for the extension of the Trade Agreements Act.

If some of that takes place-
Senator MALONE. You are for the displacement if it takes place.
Mr. BuTZ. Yes.
Senator MALONE. That is helpful.
Now I would like a little better explanation as how you get away

from price supports by passing it from one department to another
department of Agriculture. You sell it to the ICC. Who does the
ICC sell it to and at what price compared to the original cost?

Mr. BUTZ. We don't sell to ICC. We may sell it under Public
Law 480. We sell it for foreign currency abroad, and those currencies
may be used for various things.

One way to use it may be by the military for housing. The Mili-
tary Department may pick up part of those cuirencies to pay for
housing abroad where they otherwise would spend dollars.

Senator MALONE. At what price would you sell the product for?
Mr. Bu'rz. Let's take wheat as a case in point. It would have to

move at the world price level, or else the recipient country wouldn't
take it.

Senator MALONE. The only difference is that you take their money
for it instead of demanding dollars for it.

Mr. BUTZ. Yes, sir.
Senator MALONE. That has been suggested on the Senate floor many

times, except have them pay the full price for it. As a matter of fact
it was suggested by me when you were going to give 100 million
tons of wheat to India several years ago. Then use the rupees to buy

exports from India.
Mr. BuZ. Pakistan, I believe it was.
Senator MALONE. To India. At that time it was India. You got

around to Pakistan later. The bill was introduced then and then

changed to give them dollars to buy 100 million tons of wheat or

whatever amount it was.
I debated it on the floor then and asked why it was necessary to

give them dollars, and somebody assured us they didn't have dollars,

which was plain enough.
If some of our own people in this country had plenty of dollars,

they would probably buy some of the wheat and corn themselves,

would they not?
Mr. BuTZ. Yes.
Senator MALONE. Are you doing anything about that?



TRADE AGREEMENTS EXTENSION

Mr. BUTz. Yes.
Senator MALONE. You would. Is there anything you can do about

that ?
Mr. BUTZ. Well-
Senator MALONE. We can only give it to foreigners below the price;

is that right, except in distressed areas
*Mr. BuTz. We are distributing a good deal of our food products
locally to our unemployed people and to our institutions and through
school lunches for free.

Senator MALONE. You are distributing it to the the unemployed
people whom you caused to be unemployed through these trade agree-
ments that you are supporting today; is that right?

Mr. BUTZ. I cannot attribute the cause of their unemployment.
Senator MALONE. I can help you. There are 143 distressed areas

in the United States as of now. I outlined them on the floor of the
Senate. It might be helpful to you. I think that is where your grain
is going, the distressed areas.

Mr. BUTZ. Yes.
Senator MALONE. It is easy to determine why they are distressed,

many of them; it is because of the imports that come, like the pottery
area in Ohio and the glass area down in West Virginia. It is a glass
company down in West Virginia that sued the Secretary of the
Treasury on Monday while I was on the floor debating the subject,
alleging the unconstitutionality of the act.

I would still like to get back to this improvement in the situation
when you transfer the grain from one department in your Depart-
ment of Agriculture to another. You said you transferred it to the
ICC and that would improve the situation.
How does it do that?
Mr. BUTZ. I am not aware that we transferred grain to ICC.
Senator MALONE. I understood that was what you said. It might

have been some other department.
Mr. BUTZ. You are talking about the domestic distribution of

grain?
Senator Malone. The Commodity Credit Corporation that you

transferred it to.
Mr. BLTZ. Yes.
Senator MALONE. We understand fully now how you sell it to for-

eign countries or give it away, or foreign countries buy it at the
world market price, the reduced price, about 50 cents under the do-
mestic price, while our own people must buy it at the full price for
their own use.

Then you must displace certain industries here through lowering
the duties through trade agreements, so the foreign nations can send
their low-wage products here to get the dollars to buy the grain at
your reduced price. We understand that thoroughly now.

Now explain how you would handle the situation here with the
Commodity Credit Corporation.

Mr. BUTZ. In this country, the Commodity Credit Corporation is
making available to the State welfare agencies in a number of States
that have contracts with the Department of Agriculture certain food-
stuffs for distribution domestically. At the present time we are
making available butter, cheese, powdered milk, vegetable shortening,



TRADE AGREEMENTS EXTENSION 53

dried beans, and rice. We make those available to State departments
of welfare who, in turn, certify the recipients and handle the distribu-
tion process within their States.

Senator MALONE. I think you are distributing some of it to Pioche,
Nev., where we have practically 100 percent unemployment, and have
had since you lowered the tariff on zinc and lead and then furnished
the money to England to buy a stockpile of zinc and lead, which they
in turn transferred to the United States, resulting in lowering the price
on zinc from 16 cents to 10 cents, turning this Nation's zinc ore into
country rock, and now you are distributing the food products in those
disaster areas to the hungry unemployed.

Mr. BUTZ. I am not familiar with the zinc situation, but we are
distributing products.

Senator MALONE. I am trying to tell you why you are doilig it. You
are in favor, then, of paying this support price, selling it, as has
already been outlined, to foreign countries at the world price.
You are in favor of our replacing our products here through imports
and then feeding the workingmen that are displaced by this policy
with surplus food products. You testified you are for it, and then you
distribute these agricultural products to these areas and give them to
them at a reduced price, so they can eat while they are out work.

Mr. BUTZ. We are certainly in favor of distributing our products to
whoever needs them.

Senator MALONE. You admit that when they are thrown out of work
in these areas through increased imports under the 1934 Trade Agree-
ments Act they would need the food, would they not?

Mr. BUTZ. Yes, sir.
Senator MALONE. I think that is all, Mr. ('hairmali.
The CHAIRMAN. Are there any further questions?
Thank you very much.
The next witness is the Secretary of ('onunerce, the Honorable

Sinclair Weeks.

STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM-
MERCE, ACCOMPANIED BY MARSHALL M. SMITH, ACTING
ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS, AND
HENRY CHALMERS, ADVISER ON COMMERCIAL POLICY

The CHAIRMAN. We are pleased to welcome you to the committee.
Secretary WEEKS. Mr. Chairman and members of the committee, I

have a statement which I shall read.
I appreciate the opportunity of giving the committee my views. In

some respects, my statement will duplicate the statement I made before
the House Ways and Means Committee, but not entirely so.

I support If. R. 1, both on the broad grounds of national policy and
because I believe it would be of substantial advantage to the foreign
and domestic commerce of thi- United States, which I am charged by
law to foster, promote, and develop.

Americans of all parties feel that we should for the most part limit
our grant aid to the financing of military purchases and to technical
assistance.

I should be the last to suggest that the present level of our tariffs is
an important deterrent to imports. As a matter of fact, despite the
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remaining high duties on some products, in comparison with other
countries, our tariffs are on the whole moderate. Nevertheless, gov-
ermnents and businessmen of other countries consider our actions in
the tariff field, and particularly our willingness to negotiate trade
agreements, as one of the most important pieces of evidence of our
desire to let them pay their way in their trade relations with us.

The legislation before your committee has thus developed over
the years symbolic importance from every viewpoint.

The proposals of the President will meet these foreign policy neces-
sities. The 3-year extension as contrasted with the shorter extensions
of previous years will evidence the stability of our intentions. The
proposed negotiating authority will demonstrate our willingness grad-
ually to accept further modest declines in our tariff rates and gradually
increasing imports. The enactment of the legislation before your
committee will thus serve to make the direction of our foreign economic
policy clear to the free world.

We have an important stake in foreign markets and our prosperity
is importantly dependent upon healthy two-way international trade.

It seems to me that the best way of getting at the significance of
our export trade for the economy is to express it as a percentage of
our gross national product. In 1954, when our gross national product
was at nearly its alltime high, our exports of goods and services
including military aid, valued at about $20 billion according to pre-
liminary estimates, came to almost 6 percent of the total. This fio'ure
may not be impressive when compared with the exports of some ofthe
important trading countries of Europe which run as high as 25 percent
of the gross national product but, in our economy, no one factor makes
an overwhelming contribution to our economic well-being. Gross
receipts from farming in 1954 were equal to only about 8.5 percent of
the gross national product compared with the 6 1 have just noted.

In nonfarm residential construction it was about 4 percent. Other
new construction, about 4 percent. Business expenditures for capital
equipment about 6 percent. Consumer purchases of durable goods a
little over 8 percent. So there is some similarity between these per-
centages to the total gross national product.

The CHAIRMAN. May I interrupt you a moment. You state that
the exports of goods and services, including military aid, were valued
at $20 billion. Could you exclude the military aid and the give-away
program, and then give us a statement of our exports on a legitimate
business basis, give us that part for which we are paid?

The point I make is that military aid is a gift which we pay for.
Perhaps it is for our own benefit-

Secretary WEEKS. Military exports last year were about $3 billion.
The CHAIRMAN. What is the amount of our legitimate business

exports? In other words, what is the amount of exports for which
the people who ship get paid and the Government doesn't subsidize
them?

Secretary WEEKS. That would probably be close to $12 billion.
The CHAIRMAN. Does that include the agricultural products and

other things we give away, or not?
Secretary WEEKS. Yes; it does.
The CHAIRMAN. I would suggest that these figures be broken down

to show the amount of legitimate business, showing that which we sell
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and get paid for, as opposed to that which we give away, including
military aid.

Senator MALONE. You mean our exports for whisky we receive the
full .price. There is no question but that we pay the full price for
uny imports we buy.

The CHAIRMAN. I mean what we are paid in return for the goods.
That is what I call exports. I do not regard the other things as
legitimate exports.

Secretary WEEKS. I was including in that figure all of the goods
and services that went abroad.

The CHAIRMAN. You would include the Marshall plan funds under
that, too, wouldn't you?

Secretary WEEKS. There were almost none in that figure.
Mr. SMITH. Some, but not very much.
The CHAIRMAN. I respectfully submit that that figure is very

misleading. If we give things away or build airports abroad or
send military equipment, do you include that, too?

Secretary WEEKS. If that comes under military aid, it is in the
figure.

The CHAIRMAN. I don't think that-
Secretary WEEKS. I don't think it is mider military aid when it is

for our owjI forces. I am not certain about that, Senator.
The CHAIRMAN. Would you prepare for the committee a statement

of the actual exports of goods in private isiness channels, not the
Government, and for which payments are made and received? That
is what I call trade. Sending military aid is not trade. Giving
things away is not trade.

Senator MALONE. Mr. Chairman, could we have, at the same time
the amount of dollars that we gave to the foreign nations that same
year through the Marshall plan, ECA-FOA or any of our own give-
a ., drgafiizations.

Secretary WEEKS. Yes.
Senator MALONE. I think that amount should also be subtracted.
The CHAIRMAN. Of course. Confine it to the shipments that are

made by private enterprise abroad for which payments are made and
received in private enterprise. That is what we want.

Senator MALONE. You are right. That is helpful.
The CHAIRMAN. It is apparent, that much of this $20 billion is not

true export business. Gifts, military aid, etc., are included.
Senator MALONE. In addition to the 12 billion I believe there are

2 or 3 billion dollars per year additional leaving this country for which
we get no quid pro quo.

The CHAIRIAN. I think the Secretary understands what we want.
Senator MALONE. If you were running a business, Mr. Secretary,

give us what you would consider the amount of your legitimate trade,
which would be for what you sold and received full payment.

Secretary WEEKS. Of cOurse, my statement was explicit. It says:
"Our exports of goods and services, including military aid." That
includes services and military aid.

The CHAIRMAN. Yes.
Senator MALONE. The people, however, of our Nati(n, the taxpayers,

do not understand that we are giving half of it away at their expense.
Secretary WEEKS. I will have the figures.
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(The data requested appears following the oral discussion at p. 72.)
The CHAIRMAN. I do not regard all of that as trade, or export, in

an acceptable sense of the terms. If you will get the figures broken
down-

Secretary WEEKS. I will have it.
Senator MALONE. Will you have it for this record? When will

you have it? This afternoon?
Secretary WEEKS. I can get it for you very promptly.
Senator MALONE. Then it will show in the record.
The CHAIRMAN. We shall put it in the record of this day.
Senator MALONE. It is very misleading to the people. Every mem-

ber of the Government is mouthing this trade not aid business.
Nobody understand it, least of all the Government people. Nobody
knows the figures used represent about twice what the legitimate trade
amounts to. Before you get around to answering questions about it,
the first batch of propaganda has gone out, and that is the end of it.

Secretary WEEKS. The key significance of exports to our economy
is reinforced by a consideration of their relationships to some of our
most important and progressive industries.

During the 3 years of 1949 to 1951 one-half of our exports came
from industries which sold more than 10 percent of their output
abroad. One-third of our exports were accounted for by products
which rely upon foreign markets for more than 25 percent of their
sales. Machine tools, tractors, construction and mining equipment,
oilfield machinery, and textile machinery made 20 percent of their
sales in export markets.

This ratio has been maintained in more recent years by all the
industries just mentioned, with the exception of the machine-tool
industry.

Senator MALONE. Mr. Chairman, tractors and many of the machine
tools come under that same category of national defense; would they
not?

Secretary WEEKS. I wouldn't think very much of it.
The CHAIRMAN. They come under the category of foreign aid.
Senator MALONE. Something that is given away.
The CHAIRMAN. I happen to know because I was in Turkey a. year

before last that most of the farm machinery over there was given
to Turkey through the so-called foreign aid. I think the Secretary
is clear as to what the committee wants.

Senator MALONE. What those countries pay for, not paid for by
this country.

Secretary WEEKS. I understand.
The CHAIRMAN. Go ahead, sir.
Secretary WEEKS. I certainly do not have to labor the point before

this committee that these exports must be paid for. This committee.
which has had various proposals affecting the trade-a greenient legis-
lation before it for over 20 years, is aware of the fact that as ou'llr
grant aid to the rest of the world is reduced, and ultimately eliminated,
we must increase our imports unless we are willing to see or. exports
decrease. I am sure that, in view of the contributions which ,Ql)oIts
make to our economy, we cannot afford to permit them substantially
to decrease.

Senator MALONE. I would like to ask a question right there.
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Do you think, Mr. Secretary, that it is necessary to reduce duties
on imports to keep up the exports at the present, rate even though
we pay for them?

secretary WEEKS. I am not sure understand that question.
Senator MALONE. I will say it again.
I wake up worrying about this. You have now got up to $20 billion

by giving away our products and giving foreign countries the money
to buy our products, subsidizing them or shipping them for no cost,
as you do with national-defense items.

Do you believe that you must displace additional products here,
and allow imports of such products to come in so we can keep up this
total of $20 billion, one-half of which has not been paid for at all?

Secretary WEEKS. I don't believe that we intend or want to displace
industries. I don't think that is any part of the program whatever.

Senator MALONE. You know that they are being displaced.
Secretary WEEKS. No.
Senator MALONE. What do you think happened to the crockery busi-

ness? What do you think happened to the glass business? What do
you think happened to the zinc-lead business and to 500 other indus-
tries which are already in or headed for a critical situation? Dis-
placement, or maybe people do not use these products any more. But
if a member of your family goes down to the stores, lie or she will
learn what happened. You do not believe that?

Secretary WEEKS. I don't think there has been any major displace-
ment up to the present time.

Senator MALONE. How do you account for the displacement of the
crockery business? I will just take that one. I can go into 5 or 6
others.

Secretary WEEKS. Under the present procedure, if an industry is
seriously in jeopardy, it has its remedy under the present statute.

Senator MALONE. Where?
Secretary WEEKS. In the escape clause.
Senator MALONE. You know the history of the escape clause, just

to wet the people down, and to make them think they have some kind
of safeguard which is rarely if ever granted. It has been granted
only five times out of the whole history of the escape clause. The
peril point is another public wet-down arrangement with no chance
on earth of working. Don't you have something better than that to
suggest?

Secretary WEEKS. We have had about 8 or 9 cases since this admin-
istration came in. I think there have been 7 turndowns and 2
approvals.

Senator MALONE. That is a little better than average.
Secretary WEEKS. To be exact, there were 5 turndowns and 2 ap-

provals.
Senator MALONE. Two approvals. Those two approvals mean noth-

ing, simply because when you set a specific duty and no further con-
trol over it, a change in the price of the currency by the country in-
volved for that particular product, by the country which is doing
the damage, or other manipulations, overcomes it almost immediately.
So I merely point out to you that these industries have been displaced.
It is a condition of which everyone is aware.
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The mining industry, many of the materials have been displaced that
are very important in national defense. We do not have to go into
that again, I hope.

Machine tools are now starting to be displaced. So I just wanted
to point out to you that to do this thing, you must be in favor of dis-
placing something here-American jobs-everything is affected on
which you make trade agreements. That is the only object. It speaks
for itself.

Secretary WEEKS. The law charges me with responsibility both to
entourage exports and to protect domestic industry.

Senator MALONE. How are you going to do that?
Secretary WEEKS. Out of our total exports of merchandise during

the calendar year 1954 of about 15 billions, we shipped abroad about
$93/4 billion worth of finished manufactures, or 65 percent. Out of our
import total last year of about 101/4 billions, finished manufactures--
excluding newsprint and burlap, which for us are materials--came
to only 1 billions, or 15 percent.

The shift during the past half century in the role of manufactured
goods in our foreign trade is significant. During the first decade of
the 20th century, they made up about one-quarter of both our exports
and our imports.

Senator MALONE. It simply proves what I have long contended, that
you had one product for another?

Secretary WEEKS. Well, it proves that the percentage of our import
business in manufactured goods is dropping, or has dropped over the
past 50 years, whereas, percentagewise, our export market is growing
in the products of our manufacturers.

Senator MALONE. I think the chairman pointed out why they are
growing. About two-thirds are not paid for at the present time.
They are given away in one way or another. I would point this out
to you, Mr. Secretary-and you have been in business-do you believe
a Cabinet officer should have the power of life and death over an in-
dustry in this country and to remake the industrial map by making
trade agreements and encouraging increased imports of certain prod-
ucts and protecting others? Do you think he should have that power?

Secretary WEEKS. A Cabinet officer?
Senator MALONE. A Cabinet officer or a group of Cabinet officers--

you have said they advise the President. I am referring to the Secre-
tary of State or to you, or any of them.

Secretary WEEKS. The power is in the hands of the President under
the statute.

Senator MALONE. Yes; I know that is in the hands of the President
and he under the statute appoints Cabinet officers to do the work. You
are in favor of having that power of life and death over an industry.

Secretary WEEKS. I am in favor of H. R. 1, as presently written,
and I am in favor of the reciprocal trade agreement and the procedure
incorporated in it.

Senator MALONE. You know that gives the President the power of
life and death over any industry that is dependent upon duty protec-
tion for its industrial life. You know that; don't you ?

Secretary WEEKS. I wouldn't put it in those words, Senator.
Senator MALONE. How would you put it?
Secretary WEEKS. The statute gives the President certain authority

stibject to the protective features-escape clause and peril point.
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Senator MALONE. That is what has remade the industrial map of
the Nation, not so much by our President, because he is only really
getting started. However, the industrial map has been remade. Are
you in favor of continuing that power in one man, an executive.
I might say, when the Constitution puts it in the legislative branch?

Secretary WEEKS. I am in favor of it as it is written in the bill,
Senator. Congress can always rescind the power.

Senator MNALONE. I hope we will now.
Secretary WEEK'. That is my understanding.
Senator MALONE. The President can?
Secretary WEEKS. I say Congress can always rescind the power.
Senator fALONE. I say again, I hope we do just that. Some of us

have been trying to do that for some time. I did not dream that our
administration would ever try to continue such a thing. But they
have. You are in favor of the President of the United States, who
delegates the authority either to a group of Cabinet officers or to
the Secretary of the State, having the power to destroy any industry
in the United States at his option through bringing imports into the
country to pay for the goods that are now being given away?

Secretary WEEKS. I am in favor of the statute as it is written.
Senator MALONE. You know that is the effect of it. I hope you

know that. Is not the effect of it that you can increase imports through
the reduction of the duty where the industry is dependent on the duty
rates for the difference between the wage standard of living and the
taxes and the difference of doing business in this country and the com-
petitive nation?

You reduce the duty and they can bring the competitive products in.
Secretary WEEKS. The statute gives the President certain authority.
Senator MALONE. And that is it, isn t it?
Secretary WEEKS. You can describe it as you will, but-
Senator MIALONE. Ihow would you describe it?
Secretary WEEKS. I think it gives him discretionary authority to do

certain things under certain conditions.
Senator MALONE. You must be aware, having been in business as

long as you were, that on the basis of an investor going into business,
he must have some assurance that he can only be disturbed through
an action of Congress changing the principle through regular
legislation.

He does not have that assurance under the so-called Reciprocal
Trade Act-those two words don't even occur in the act, of course-
and it is never operated that way. The London bankers invented
the term "reciprocal trade" to sell free trade to our people. They
have apparently done a pretty good job from what we hear this morn-
ing from Cabinet officers. Under the authority given the executive
by the act, no long-range investments are going to be made, because
investors can wake up in the morning to find out that a Cabinet
officer has made a deal that will destroy them which they knew nothing
about until they read the papers.

Do you think this sort of thing encourages investors in this country
to invest in pottery, in glassware, in mineral, and other industries?

Secretary WEEKS. Senator, I think that as far as investment in in-
dustry in this country is concerned, I haven't seen any evidence of
such a result as you describe.

59884-55-pt. 1-5
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Senator MALONE. You haven't.
Secretary WEEKS. No; I have not.
Senator MALONE. Try to get money to invest in mining property

or in glassware or in crockery, or in any one of hundreds of other
industries affected by the so-called trade agreements. I will just
stick to those three so it won't disturb your thinking. Do you think
you could get credit in these fields?

You have to get it from Government now because no one else is that
foolish.

That is all, Mr. Chairman.
Secretary WEEKS. Do you want me to continue?
The CHAIRMAN. Proceed, sir.
The Chair would like to announce that this committee has been

given the privilege from the Senate of sitting until 1 o'clock. At 1
o'clock we will have to adjourn in order to go over to the Senate floor.
So if possible, I would like to complete the testimony of Secretary
Weeks by 1 o'clock.

Secretary WEEKS. Several studies by the Department of Commerce
disclosed that our exports to trade-agreement countries increased
more from the depression levels of the early thirties than did exports
of commodities to countries with whom we made no trade agreements.

From the depression low in 1933, when our gross national product
was valued at only $56 billion, and merchandise imports were 2.7 per-
cent and merchandise exports 3 percent, our foreign trade has increased
not only in terms of absolute value but also in relation to our gross
national product.

During 1954, when we had a gross national product of $357 billion,
our imports of goods stood at 2.9 percent and exports at 4.2 percent
of the much enlarged total. There can be no doubt that there has
been a net gain to our economy from reciprocal-trade agreements, even
though there has been a shortage of dollar exchange since World War
II, financed during part of that time by foreign-aid programs to the
extent of 20-33 percent of the total value of our exports.

President Eisenhower's program for expanding world trade, of
which pending bill, H. R. 1, is an important element, had its genesis
in the historic statement of President McKinley on September 5, 1901,
from which I quote:

By sensible trade agreements, which will not interrupt our home production,
we shall extend the outlets for our increasing surplus. A system which provides
a mutual exchange of commodities is manifestly essential to the continued growth
of our export trade. We must not repose in fancied security that we can forever
sell everything and buy little or nothing.

If these words were valid in 1901, they are much more so in the year
1955.

Undoubtedly President McKinley made this historic proposal be-
cause of the detrimental effects which he perceived in the logrolling
approach to our tariff problem. The Trade Agreements Act is a
businesslike method of evaluating possibilities for trade expansion and
using these possibilities in negotiations with other countries so as to
obtain for the United States the maximum trade benefit.

The bill under consideration by your committee is designed to pro-
vide this administration with an opportunity for effective negotiations
It provides for a period of 3 years in order that these negotiAtio . may
have some degree of stability, without which the President s (leprived
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of the bargaining power which he must have to make such negotiations
meaningful.

Senator FLANDERS. Excuse me just a moment. A limitation of 3
years extends, does it not, to the period of authorized negotiation, but
unless it is otherwise specified, the bargains made during that period
continue indefinitely, so I think that statement is a little bit of an un-
derstatement. It understates the situation.

Any agreement entered into within that 3 years continues indefi-
nitely. The bargain basis in time is good, even though the time during
which the bargaining can take place is limited.

Secretary WEEKS. Yes. But the trade agreement as such stands
and cannot be terminated except under certain conditions.

Senator FLANDERS. Yes.
Secretary WEEKS. Six months under the GATT agreement.
Senator MALONE. Mr. Chairman, I don't think there will be any time

for questioning, and I dislike to interrupt the witness.
I wonder if we can come back this afternoon or in the morning.
The CHAIRMAN. Senator Malone.
Senator MALONE. You of course know, Mr. Secretary, that no

"logrolling" is possible under the 193) Tariff Act. The Secretary's
statement is very important. He says here:

There is, in fact, implicit in the authority an obligation to negotiate in such
a way as to maintain adequate tariffs that would avoid imperiling American
industry by opening our doors to excessive imports.

We need to go into that.
The CHAIRMAN. The Chair has consulted with other members of the

committee. They are unable to stay this afternoon. I hope Secretary
Weeks can complete his testimony this morning. Secretary Hum-
phrey will be here tomorrow. Other Cabinet officers can possibly
answer these questions.

Are you prepared to answer the question?
Secretary WEEKS. What is the question?
Senator MALONE. Where is there implicit in the authority an obliga-

tion to negotiate in such a way to maintain adequate tariffs that would
avoid imperiling American industry, when, as a matter of fact, the
Secretary of State has been frank and said that when they displace an
industry or a workingman or an investor's money, the Congress should
make it up in some way? Where do you find anything at all in the act
that prevents a President-you insist upon calling it the President,
although I don't think he knows too much about what the State Depart-
ment is doing, but I hope we do not extend his authority to keep it
up-where do you find that implicit direction?

Secretary WEEKS. Mr. Chairman, if you are going to adjourn in 10
minutes, I should be glad to come back. I would prefer if I could
finish my statement.

I was going to read into the record this statement. I will then
answer questions.

In answer to your question-
Senator MALONE. I would like to hear it.
Secretary WEEKS. I would like to insert in the record the letter

which the President wrote on February 17 to Representative Martin,
Republican leader of the House.

Senator MALONE. I read the letter. I know about the letter. He
simply says: Give me the authority to cut your throat. I won't do it.
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Secretary WEEKS. May I have permission to insert the letter at this
point?

The CHAIRMAN. Go ahead.
Secretary WEEKS. I would like to read one paragraph from the letter

if I may do so. [Reading.]
I wish also to comment on the administration of this legislation if it is enacted

into law. Obviously, it would ill serve our Nation's interest to undermine Amer-
ican industry or to take steps which would lower the high wages received by our
working men and women. Repeatedly I have emphasized that our own country's
economic strength is a pillar of freedom everywhere in the world. This pro-
gram, therefore, must be, and will be, administered to the benefit of the Nation's
economic strength and not to its detriment. No American industry will be
placed in jeopardy by the administration of this measure. Were we to do so,
we would undermine the ideal for which we have made so many sacrifices and
are doing so much throughout the world to preserve. This plain truth has
dictated the retention of existing peril-point and escape-clause safeguards in
the legislation.

I want to say further that this same philosophy of administration will govern
our actions in the trade negotiations which are to begin next week at Geneva.

(The letter referred to follows:)

[Extract from Congressional Record for February 18, 1955, p. 1517 (text of President's
letter of February 17 to Representative Joe Martin)]

THE WHrTE HOUSE,
Washington, February 17, 1955.

The Honorable JoE MARTIN,

House of Reprcsenta tires, Washington, D. C.
DEaR JoE: I was concerned to learn from you that there are Members of the

Congress who are not wholly familiar with my philosophy respecting H. R. 1
and with my concept of the administration of this program. I send you this
letterto eliminate any misunderstanding that may exist.

This point I should like especially to emphasize: Few programs will con-
tribute more fundamentally to the long-term security of our country than the
foreign-economic program submitted to the Congress on January 10. This pro-
gram, built around H. R. 1, will powerfully reinforce the military and economic
strength of our own country and is of the greatest importance to the well-being
of the free world. The program underlies much of our military effort abroad
and promises our people ultimate relief from burdensome foreign-assistance
programs now essential to free-world security. It recognizes the creditor status
of America in the world and assures leadership of our people in the easing of
unjustifiable trade barriers which today weaken all who are joined in opposition
to the advance of communism. These considerations underlie my earnest ad-
vocacy of H. R. 1. I deeply believe that the national interest calls for enactment
of this measure.

I wish also to comment on the administration of this legislation if it is enacted
into law. Obviously, it would ill serve our Nation's interest to undermine Amer-
ican industry or to take steps which would lower the high wages received by our
working men and women. Repeatedly I have emphasized that our own country's
economic strength is a pillar of freedom everywhere in the world. This program,
therefore, must be and will be, administered to the benefit of the Nation's eco-
nomic strength and not to its detriment. No American industry will be placed
in jeopardy by the administration of this measure. Were we to do so, we
would undermine the ideal for which we have made so many sacrifices and are
doing so much throughout the world to preserve. This plain truth has dictated
the retention of existing peril-point and escape-clause safeguards in the legis-
lation.

I want to say further that this same philosophy of administration will govern
our actions in the trade negotiations which are to begin next week at Geneva.

You are aware, of course, that by law this program will be gradual in appli-
cation. A key provision of the bill limits to 5 percent of existing tariff rates
the annual reduction in these rates permissible over a 3-year period, and unused
authority will not carry forward from year to year. You know, too, that this
program will be selective in application, for across-the-board revisions of tariff
rates would poorly serve out Nation's interests. The differing circumstanceS of
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each industry must be, and will be, carefully considered. The program, more-
over, provides for reciprocity and in the program's administration the principle of
true reciprocity will be faithfully applied. Americans cannot alone solve all
world-trade difficulties; the cooperation of our friends abroad is essential. With
such cooperation, this program provides the means for doing our part to help
emancipate free-world commerce from the shackles now holding back its full
development.

For the reasons I have here outlined, I hope that H. R. 1, which is so important
to every American citizen and to the free world, will receive the wholehearted
support of the Congress.

Sincerely,
DWIGHT D. EISENHOWER.

Senator AIALONE. The peril point was inserted to wet the public
down for another couple of years. No other explanation is possible
because the President does not have to accept the peril )oint prepared
by the Tariff Commission. If he should accept it and make a 3-year
agreement, it can be nullified by the nation a party to it through
manipulation of their money values or by exchange or import permits
before the ink is dry.

How does it protect anyliody? Who is the judge? The judge is
the 1President of the United States as to whether lie is imperiling these
industries, and whether if they are, if the overall benefit justifies the
injury.

That is the principle Congress layed down, that lie can trade one
industry for another, that is of course what we are arguing today. I
do not believe it is a sound lprinciple for Congress to delegate that
power to an Executive on his own judgment that it will be good for
the United States as a whole if we trade one industry for another.

That is walint I do not believe in, Mr. Secretary, and I want to get it
crystal clear. When you cite a letter that meals nothing-he still
has the authority and the record is clear. I say it amounts to nothing.

Secretary WEEKS. I should like to explain.
Senator MALO NE. His power is not modified in the law. Go ahead.
Secretary WEEKS. In the administration of the law, the Department

of Commerce has an Assistant Secretary for Internalioimal Affairs and
one for domestic affairs and in all of these negotiations both sides of
the commerce picture are represented and for the most part have
agreedSenator MALONE. You mean they agree what industry is to be

sacrificed.
Secretary WEEKs. For the most part the two sides of the Depart-

ment of Commerce have agreed, the foreign commerce side and the

domestic side.
Senator IALONE. But you have it all in the Department of ('Oiln-

merce. The industry itself has no say in what you do.
Secretary WEEKS." The industry is represented in the Department

of Commerce by 25 industry committees, and we are in extremely ch

touch continually with what those industries
Senator MALONE. Can they nullify anything you decide to do?

Secretary VEEKS. No, they cannot, except under the statute as it is

written.
Senator MALOXE. That i> right. -l der the statute they have noth-

ing to do with it whatever.
Go ahead.
Secretary WFEKS. H. R. 1 is not an automatic tariff reduction bill,

but rather an authorization designed to put the Presideiit in the posi -
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tion to conduct effective and profitable trade negotiations with other
countries. The authority sought is permissive, and there is no inten-
tion conveyed by this bill to require tariff reduction on any particular
product. There is, in fact, implicit in the authority an obligation to
negotiate in such a way as to maintain adequate tariffs that would
avoid imperiling American industry by opening our doors to excessive
imports.

The new authority sought for reductions in terms of our current
tariff levels is in most cases relatively small-about one-seventh of the
existing duties. Considering that the rates on most manufactured
products range from 10 to 35 percent ad valorem, a 5 percent reduction
in the existing rates means, in the case say of an item subject to 20
percent duty, a reduction of only 1 percentage point ad valorem per
annum during 3 years.

I am sure that a reduction at this rate over a period of 3 years could
not work serious harm on United States industry, and, if perchance
our generalization is ill-founded, the damaged industry has, of course,
-resort to escape-clause action.

An important means of safeguarding the American producer in
advance against injudicious administrative actions is provided by
the Tariff Commission's peril-point findings. Against unfair com-
petition from foreign products, such as dumping or subsidies by the
country of origin, we have legislation that authorizes the imposition
of antidumping or countervailing duties, in addition to the regular
duties.

Furthermore, we have the President's words in his first state of the
Union message to the effect that the program for enlarging interna-
tional trade "must not ignore legitimate safeguarding o domestic
industries, agriculture, and labor standards." I am completely con-
fident that in this respect his views have not changed.

Considerable concern has been expressed, in the statements by var-
ious representatives of industry as well as by some Members of Con-
gress, regarding the defense implications of our foreign trade pro-
gram. I would yield to no one in my conviction that a strong indus-
trial 'base in the United States is essential to our playing our part in
promoting peace and security in the world. However, I believe that
we need not hesitate to go forward with the President's foreign trade
program because of any fears that it might weaken the national
defense program.

Senator CARLSON. I hesitate at this late hour to break in at this
point.

It does occur to me the Secretary has made an important statement
with regard to our industries that are playing an important part in
our national defense. If I may have one point-

The CHAIRMAN. Yes, sir.
Senator CARLSON. Mr. Secretary, I believe you are a member of

the committee appointed by the President known as the Advisory
Committee on Energy Supplies and Resources Policy, which was
appointed by the President on July 30, 1954, and they issued a report
as of last Saturday.

It was made public last Saturday. Did you serve on that or did you
have representatives on that committee?
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Secretary WEEKS. I was a member of the committee and served a
good part of the time. When I was not present, a representative
served for me.

Senator CARLSON. Your Department participated in the hearings
and in the report

Secretary WEEKS. That is correct.
Senator CARLSON. I assume that your Department would agree

with the findings that "The committee believes"-and [ at quoting
from the report-

That if the imports of crude and residual oil should exceed significantly th-
respective proportion that these imports of oil bore to the production of domestic
crude oil in 1954, the domestic-fuel situation could be so impaired as to endanger
the orderly industrial growth which assures the military and civilian supplies
and reserves that are necessary to the national defense.

You participated in that and are in accord with that?
Secretary WEEKS. Yes.
Senator CARLSON. Then I take it you are in accord with this state-

ment, too:

In view of the foregoing, the committee concludes that in the interest of na-
tional defense imports should be kept in the balance recommended above. It is
highly desirable that this he done by voluntary, individual action of those who
are importing or those who become importers of e-rude or residual oil.

May I ask you if there has been an effort made to control the imports
of crude and residual oils through negotiations or consultations with
individuals or corporations?

Secretary WEEKS. Not so far as my own knowledge is concerned.
Senator CAI:LSON. Of course, I appreciate the difficulty. I will be

very frank about it in dealing with that matter because anyone might
even then be accused of violating our antimonopoly laws. It has been
discussed.

The next quote:

The committee recommends, ho ever, that if in the future ti imports of crude

oil and residual fuel oils exceed significantly the respective proportins that such
imported oils bore to tihe domestic production of crude oil in 1954, appropriate
action should be taken.

I assume that in view of the fact that vot participated in preparing
that report, your Department would favor some action being taken if
these became excessive, as you see it.

Secretary WEEKS. That is correct, Senator.
Senator CARLSON. I would like very much to go into it further. It

is too late. I will not do it at this time. It is a problem that should
have consideration. Here we have a great oil industry where at the
present time imports are running 16 to 17 percent of production, over
1,200,000 barrels a day, and our oil production in the States has been

prorated back on a base which is preventing exportation, and we will
get to a point where we will have to depend on imported oil.

Senator MALONE. Testimony from representatives of the larger oil

companies showed that they would not want any fair and reasonable
duty or quota applied. They want to be the judge as to how much

they import at all times and how much is to be produced in this

country.
That is what the testimony shows.
The CHAIMAN. Go ahead, Mr. Secretary.
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Secretary WEEKS. Section 2 of the present trade agreements author-
ity, which would continue as the law of the land, provides that:

No action shall he taken * * * to decrease the duty on any article if the
President finds that such reduction would threaten domestic production needed
for projected national-defense requirements.

In addition, we in the Department of Commerce have been giving
a great deal of thought during the past year to the various means by
which provision can be made for ensuring that, in the case of emer-
gency, the United States will have an adequate nucleus of those unique
and specialized skills which may be needed to provide the base from
which production can be rapidly expanded to a wartime scale.

Legislative proposals to that end have been drafted within the
Department of Commerce, and are right now under consideration by
the Office of Defense Mobilization in conjunction with the various
other interested executive agencies.

Control of imports of similar foreign products is only one of the
possible means of insuring the availability in the United States of
certain minimum industrial and research operations dependent upon
unique skills. It would seem more logical, functionally, that such
legislation as may be needed on the subject should take the form of
an appropriate amendment to the renewal of the Defense Production
Act, rather than to this trade agreements extension bill, which can
properly deal with only one aspect of the problem.

Some question has been raised in the discussion of this problem as
to whether the administrative procedures set up in the various execu-
tive agencies concerned are such as to ensure that the viewpoints of
American producers are adequately taken account of, in the considera-
tion of both the original granting of tariff concessions in trade agree-
ments, and of such recommendations as may later be made by the
Tariff Commission for the modification or withdrawal of such con-
cessions.

The Department of Commerce is represented on the Trade Agree-
nents Committee and on the Committee for Reciprocity Information
by the Director of the Office of Economic Affairs of the Bureau of
Foreign Commerce. It is represented on each country committee by
a country specialist of that Office.

Each of these representatives is under instructions to consult fully
with the industry specialists of the Business and Defense Services
Administration before taking departmental positions as to whether
items should be considered for negotiation.

These specialists are in close touch with our industries, and have
detailed familiarity with the conditions in the various industries from
the domestic production and sales points of view, as well as from the
point of view of imports and exports. Additionally, they are con-
stantly receiving representations from the several industries as to the
effect of foreign trade on them, and further, they have access to the
briefs filed before the Committee for Reciprocity Information as welI
as the Tariff Commission.

They are, accordingly, in a position to express an informed industry
point of view to our representatives on the Trade Agreemnents Con-
mittee and its country subcommittees.

After this consultation, our representatives are under instructions
to give the most careful consideration to the direct presentations of
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industry before the Committee for Reciprocity Information, to the
views expressed by industry in meetings with our representatives, and
to the views of these industrial specialists.

In addition, I have arranged that the recommendations of the
Trade Agreements Committee are to be personally reviewed by the
Assistant Secretary for Domestic Affairs as well as the Assistant
Secretary for International Affairs, with a view to determining those
instances in which the Department wishes to appeal to the President
from the Trade Agreements committee .

I may assure the Congress that it is my intention to make the views
of this Department known to the President in those cases where, in
our judgment, the industry needs the measure of trail protection
presently afforded it.

When the Tariff Commission recomnenids action bv the President-
whether under the escape clause of the Trade Agreements Act or
under section 22 of the Agricultural Adjustmiient Act-a number of
the executive agencies are called upon for ol)inions as to the advis-
ability of such action from their respective points of view.

So far as the Department of Commerce is concerned, I can assure
you that every such report sent to us by the Chief Executive is given
the most thorough and deliberate study by our commodity specialists
familiar with the given product, as well as by those of our staff con-
cerned with general commercial policy and with international rela-
tions. The recommendations of those technicians are then carefully
reviewed by both the Assistant Secretaries for Domestic Affairs and
International Affairs, and finally by myself.

Senator MILLIKIN. In the case of an escape-clause proceeding, does
your Department make recommendations to the committee?

Secretary WEEKS. It does.
Senator MILLTKIN. Do these recommendations necessarily follow

the recommendations of the Tariff Commission?
Secretary WEEKS. They do and occasionally do not.
Senator TMILLIKIN. There was considerable complaint that the Tariff

Commission has long hearings and makes findings and then executive
agencies come around through the back door and reach conclusions
that are opposite or contrary from those of the Tariff Commission.

Secretary WEEKS. In the case of those two which have been ap-
proved by the President, the Commerce position was to agree with the
Tariff Commission.

Senator IILLTKIN. There is considerable complaint about the work-
ings of the escape clause. Would you have any objection if the
escape-clause procedure were stiffened up so as to make it more
meaningful?

Secretary WEEKS. I think the best thing you can do under the
escape-clause procedure would be to speed it up, to provide the Tariff
Commission with facilities, so that when an escape action is invoked,
you might get fast action.

Senator MILLIKIN. Would you object to a change in procedure that
would make the findings of the Tariff Commission as far as injury is

concerned conclusive?
Secretary WEEKS. Yes; I would object to that, because you would

then take away the authority of the President as provided for under
the present procedure.
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Senator MILLIKIN. The authority of the President is limited, is it
not, to those things that have an effect on the national interest, and I
would prefer to put it as the security interest.

If the President's power were retained so far as that security interest
were concerned, would you be willing to have the Tariff Commission's
findings be conclusive?

Secretary WEEKS. No, Senator. I believe that the present pro-
cedure is the way to have it. The President should have the authority.

Senator MILLIKIN. I don't see that you are meeting the point which
industry makes that despite the fact that you have a full hearing
before the Tariff Commission, then the executive departments have
their own private opinions which are transmitted to the President and
which may negative the findings of the Tariff Commission.

Suppose the escape-clause procedure were improved so that could
no longer exist, and suppose the President's rights were preserved so
far as the national security is concerned.

Secretary WEEKS. Well, of course, I would not myself approve of
that. It is entirely subject to what the Congress wants to do. But
the present procedure is the one I would subscribe to.

Shall I just finish? I have one page more.
The CHAIRMAN. Proceed, sir.
Secretary WEEIS. In conclusion, may I stress that unless we are

to give up entirely the reciprocal trade agreements idea, we must re-
instate it on the statute books so that it has some degree of permanency
and stability, and 3 years would seem to me to be the practical mini-
mum.

Additionally, if we are to make any effort whatsoever toward en-
couraging trade, the modest approach incorporated in H. R. 1 would
again seem to me to be the minimum. This approach is selective, per-
missive, and no previously available safeguards are either eliminated
or changed in the slightest degree.

The secretary of Commerce is charged with the responsibility not
only of fostering and promoting our domestic commerce, but of fos-
tering and promoting our foreign commerce as well.

My personal experience has been in the manufacturing field where
in some instances a protective tariff is indispensable. I cannot be
consistent with long-established conviction and assert otherwise. I
do assert, however, that these matters are usually a question of degree,
and in the instant case the President's own words assure all Ameri-
cans that there is no intent to ignore the legitimate safeguards we
have normally relied on to protect industry and labor standards in
this country.

Increasingly now America must look abroad for its sources of raw
materials, and increasingly does the world look to us as a source of
important manufactured and other types of products. Our leader-
ship in the world must be statesmanlike, not only in the political and
military fields, but also in the field of economic relations and commer-
cial trade. Should we fail to live up to the responsibilities of our
leadership in any one of these fields, our success in the others may
easily be jeopardized.

I would just add this one word, that the Secretary of Commerce
has these two dual-sometimes conflicting-obligations to encourage
the export trade and to protect the domestic industry, and we are
trying to carry on with these two statutory authorizations in mnind.
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Senator MILLIKIN. Mr. Secretary will you have a representative
attend the Geneva Conference?

Secretary WEEKS. Yes.
Senator MILLIKIN. When is that conference?
Secretary WEEKS. It started last week, the 21st.
Senator MILIKIN. Can you tell me who your representative was or

will be?
Secretary WEEKS. Our chief representatives in these negotiations

involving apan are Mr. Macgowan and Mr. McCoy, who are on the
two sides of the Commerce picture, one on the domestic side and the
other on the international side, assisted by a small staff of specialists.

Senator MILL1KIN. This committee has been restive over the fact
that GATT has never been submitted to the Congress for approval
and each of the reports of this committee for the last 2 or 3 extensions
has had a so-called caveat filed to the effect that doing what we did
did not approve or disapprove GATT. The reason we have 1- and
2-year extensions rather than 3 was that we wanted GATT submitted
to Congress for approval.

Is it your understanding that there is a revision of GATT going
on?

Secretary WEEKS. My understanding is that there is. It will be
presented later to this session of the Congress.

Senator MILLIKIN. When will it be ready to submit?
Secretary WEEKS. My associate says later in the session.
Senator MILLIKIN. Our objection was that there were regulatory

provisions in GATT which some of us do not believe are constitu-
tional or desirable.

Is there a revision going on to eliminate some of these provisions?
Secretary WEEKS. We hope so, and we understand that they will

be ready in a matter of weeks and presented to the Congress.
Senator MILLIKIN. Thank you very much.
Senator MALONE. Mr. Chairman, I will try to be very brief, if I

may have the privilege of enlarging on some of my remarks in the
record before it is printed.

The CHAIRMAN. Yes, sir; you have the privilege.
Senator MALONE. You refer, Mr. Secretary, to the reciprocal trade

each time. I presume you read the Trade Act. Did you ever find
the phrase "reciprocal trade" in the Trade Act?

Secretary WEEKS. I can't answer it. Mr. Chalmers?
Mr. CHALERS. I don't know whether those precise words appear,

but that is the thought toward which the whole thing builds.
Senator MALONE. It is? Whose thought?
Mr. CHALM[ERS. The thought of the Congress in passing the legis-

lation.
Senator MALONE. Are you passing on what was the thought of the

Congress? Did you ever read the act?
Mr. CHALMERS. Yes, Sir.
Senator MALONE. Did you find the phrase "reciprocal trade" in

the act?
Mr. CHALMERS. No. I do not know whether that particular phrase

exists, but it all builds up to exactly that kind of a program.
Senator MALONE. That is your idea?
Mr. CHALMERS. That is my reading of it.
Senator MALONE. That is what you conclude by reading it?
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Mr. CHALMERS. Yes, sir.
Senator MALONE. You don't say that Congress thought that?
Mr. CHALMNIERS. Congress has indicated its purpose in the opening

paragraph, as I recall, and I think that is its purpose, as I read it.
Senator MALONE. Didn't they go on in the act and say that the

President may decide on the basis of national good, on the entire
national good, regardless of any one industry and to judge that good
on factors including international political factors? Maybe you ought
to read the act again.

Mr. CHALMIERS. I read it many times. You are asking for a
specific phrase. I should not like to reply without looking it up.

Senator MALONE. Mr. Secretary, you use it all the time in your
testimony. Why do 'ou use it?

Secretary WEEKS. Senator, this is designed to lbe a reciprocal-trade
arrangement.

Senator MA.LONE. That is your conclusion.
Secretary WEEKS. In the GATT procedure you are supposed to

bargain back and forth and gain and give concessions.
Senator MALONE. My friend, I have the greatest respect for you

personally, and as Secretary of Commerce. but you are reading things
into this act that are not there. You are reading things in General
Agreement on Trade and Tariffs that has never been accomplished
because it leaves the other countries a way of escape through manipu-
lations of their currencies, through exchange permits and import
permits, so it never works that way and the act does not require it.

I understood in your testimony that you said if this is not renewed,
we will revert to the old logrolling days. Do you believe that?

Secretary WEEKS. Well, I believe that this is the way to handle the
tariff matter and not to-

Senator MALONE. That wasn't the question, at all.
Secretary WEEKS. Do I believe it would return to the old logrolling

days ?
Senator MALONE. Do you believe it would?
Secretary WEEKS. If we give up reciprocal trade agreements ?
Senator MALONE. If we do not pass anything, it will revert to the

Tariff Commission, does it not, an agency of the Congress?
Secretary WEEKS. It reverts to the Congress, I should say.
Senator MALONE. It reverts to the. 1930 law, does it not)
Secretary WEEKs. I would say.
Senator MALONE. What does it say, the 1930 law? Let your assist-

ant answer it. He is shaking his head. What do you think it says in
that law ?

Mr. CHALMERS. On which point, sir?
Senator MALONE. On the point we are discussing. What have we

been discussing?
Mr. CHALMERS. Would you specify it?
Secretary W VEEs. If we don't renew the act. what happens?
Senator MALONE. That is right.
Secretary WEEKS. We go back to the 1930 act.
Senator MALONE. What does the 1930 Tariff Act say?
Mr. CIALMIERS. The 1930 act does not say anything about the recipe

rocal trade agreements because those were not authorized until 1934.
Senator MALONE. On that we can agree.
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If Congress does not extend the act, you have given the impression
that it goes back to the logrolling days, which of course is not true.

Secretary WEEKS. What I said was that I presume that was what
Mr. McKinley had in mind.

Senator MALONE. McKinley's act was entirely different than this
one.

Secretary WEEKS. I said I presume lie made the proposal because of
the detrimental effects which he perceived in the logrolling approach.

Senator MA.\LONE. Let me read to you what haj)pens. I think we can
take that time. This is what happens:

The Commission-

this is the Tariff Commission-
after making an investigation on the basis of fair and reasonable cinilttioj,
that there is a difference in ost-

presumably the difference in the wage standard of living, the taxes,
and the costs of doing business here and in the chief competing
country-
shall report to the President the results of its investigation, its findings with
respect to such differences in cost of production. If the ('oninission finds it is
shown by the investigation that the duties exiesiy fixed by the statiit( (o not
equalize the differences in the cost of production of the domesti' article, and
the like or similar foreign article when produced in the principal conpeling
country, the (Conmission shall specify in its report such increases or decreases in
rates of duty expressly fixed by statute including any iwcessary change in

classification as it inuIs shown ly the in estia:tion to lie iei'4sstlV'y to equalize

such differences

That is what you go back to. That is what the law says the Tariff
Commission must do; a Senator or Coligl'i.i,llan niay appear before
the Commission just as any other witness but there can be no
"logrolling."

Mr. CHALMERS. You were reading section 336, I believe. I am
slightly familiar with the law.

Senator MALONE. That is right. That goes back to section 336.
Mr. CHALMERS. Yes. That would call for somebody to make appli-

cation for such an investigation. I am familiar with the terms.
Senator MALONE. I will read it to you so you will be entirely clear.

Equalization of cost of production.

This is section 336 to which this returns if Congress just sits still and
passes nothing. It returns to the (Constitution of the United State.s.
The trade agreements already made remain in full force and effect
unless the President shall serve notice on the country with which such
trade agreement is made for cancellation. Then, in 6 months, that
product or products reverts to the Tariff Commission, an agency of

congress, to be adjusted on exactly the same basis as I just outlined
in the tariff law.

SEC. :ai. Et i-AIIziTiioN OF tOSIS OF PRoDUCTION

(a) Change of clas.sification of duty. In order to put in full force and effect
the policy of congress by this act intended-

and the policy of Congress, it is a principle-
the Coimission (1) upon the request of the President, (2) upon the resolution
of either or both Houses of Congress, or (3) upon its own motion, or (4) when
in the judgment of the Commission there is good and sufficient reason therefor
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upon application of any interested party, shall investigate the differences in
the cost of production of any domestic article and any like or similar or foreign
article.

Then it goes on to say that the difference they recommend to the tariff,
and the principle is laid down so it does not come back to the commit-
tees of Congress for any log-rolling or anything else.

The Congress can at any time take up any special product like they
did the sugar problem or any other article, but the law of the land is
as I have indicated if 1 minute after midnight June 12, 1955, this
Congress has not extended it. You understand that, Mr. Secretary,
dceoyanot ?

cretary WEEKS. Yes.
Senator MALONE. Thank you.
(The following table was submitted in accordance with Secretary

Weeks' promise on pp. 55 and 56 of his oral presentation:)

DEPARTMENT OF COMMERCE, MARCH 7, 1955

Exports of goods and services from the United States fiscal year 1954
[In millions of dollars-estimated, subject to possible revision]

Total, all goods and services exported ------------------------------ $20, 600

Military aid -------------------------------------------------- 3,440
Other goods and services exported:

Merchandise ------------------------------------- $12, 520
Services ------------------------------------------ 4, 640

17, 160

Merchandise sent under grant-aid programs:
Directly financed by FOA aid ----------------- $780
Financed by other aid programs ---------------- 190

S 970
Farm products sold for foreign currencies ---------------- 1180
Services provided under Government-aid programs:

Freight ------------------------------------- $60
Other --------------------------------------- 100

160

Total goods and services sold for cash or credits: :1,310
Merchandise ----------------------------------------- 11, 370
Services ---------------------------------------------- 4, 480

15, 850
Total goods and services financed by U. S. Government grants

or sold for foreign currencies ------------------------------------- 24, 750
Includes $20 million worth of the agricultural products sold to Spain for its currency,

which in turn Is being used by the Defense Department to defray military expenditures.
(Public Law 480 was not In effect during fiscal year 1954.)

2 In addition, United States foreign aid included $500 million of nonmilitary aid in the
form of cash grants or funds for offshore purchases. It is not possible to estimate what
part of that amount was ultimately used for purchases of United States goods or services.

The CIIA MIAN. At this point I should like to make a part of the
record the statement of the League of Women Voters in lieu of their
personal appearance.

(The statement referred to follows:)
LEAGUE OF WOMEN VOTERS,

Wasltington, D. C., .l/,urchl, 2 1.955.

Hon. HARRY FLOOD BYRD,

Chairman, Senate Fitonce Committee,
United States Sen ate, Washington 25, D. c.

MY DEAR SENATOR BYRD: The League of Women Voters of the United States
testified before the house Ways and Means Committee Janury 20, 11)55 i
support of H. R. 1, extension of the Trade Agreements ,.t Ve 6 nerstand
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that the Senate Finance Committee prefers not to hear witnesses who have
already testified on this bill on the House side, unless new material is to be
submitted.

The league's position on the necessity for a more liberalized trade policy
remains as stated before the House committee. For this reason, we are not
asking to be heard again, but we hope that you will insert a copy of our testimony

in the record of the Senate Finance Committee's hearing.

Sincerely yours,
PERCY MAXIM LEE,
Mrs. JOHN G. LEE,

President.

STATEMENT BY MRs. OSCAR M. RUEBHAUSEN, A DIRECTOR OF THE LEAGUE OF WOMEN
VOTERS OF THE UNITED STATES, BEFORE THE HOUSE WAYS AND MEANS COMMITTEE
IN SUPPORT OF RENEWAL OF THE TRADE AGREEMENTS ACT

I am Mrs. Oscar M. Ruebhausen, a director of the League of Women Voters of
the United States. The League of Women Voters, which consists of 126,000
members in 960 local leagues in all 48 States, Alaska, Hawaii, and the District
of Columbia, appears before this committee to support H. R. 1 and H. R. 536.
We support these bills renewing the Trade Agreements Act because they move
in the general direction of a more liberalized trade policy for the United States.
The President's proposal as embodied in these bills is a moderate one, but as a
result of its passage the United States and other nations should he able in their
negotiations to progress toward the goal of expanding world trade.

We know that H. It. 1 is not in itself going to solve all the problems of foreign
trade. Congressional approval of an effective general agreement on tariffs
and trade, improvement in our customs administration, and the necessity for
other nations to remove their trade barriers all play a part in the expansion
of trade. The enactment of H. R. 1, however, would be an important stop for-
ward. Failure to enact this measure or the weakening of any of its provisions
would, in our opinion, lead to a contraction of trade among nations, and thus
cause great harm to the United States.

We believe, however, that H. It. 1 and its counterpart II. R. 536, should be
strengthened in two respects. First we think the extension of the act should go
beyond 3 years. Second, the escape clause and peril point sections of the
present law should te modified if not repealed. We request the committee to
consider seriously these changes. Our study of United States trade policy indi-
cates it suffers from lack of stability as much as it suffers from high tariffs.
The escape clause, in particular, has causd great havoc among those most directly
concerned with trade. Specifically, it has permitted some domestic industries
to apply 2 and 3 times in rapid succession to the Tariff Commission for tariff
protection. With such a condition foreign exporters and American importers
are kept in a continuous state of uncertainty. Suggestions for modification of

the escape clause that are currently being made include (1) requiring any in-
dustry which has had its case investigated and disposed of by the Tariff Commis-
sion to wait for a period of at least 1 year before reintroducing an application
for tariff protection, and (2) requiring a department of the executive branch to

submit a statement to the President on the effects of a tariff increase rcom-
mended by the Tariff ('omnission on (a) United States export markets, (b)

United States foreign policy oltjectives, (r) the United States impoiter, and (d)

the consumer, and that this statement be made public at the appropriate time

along with the report of the Tariff Commission. Extension of the act for at

least 4 years, modification tf the escape-clause and peril-point amendments would

do much to increase the stability of United States foreign ectnomie pllitv
I have stated the league supports H. I. 1 and II. R. 536, with the modifications

just given, because the bills would help to liberalize trade. I would like to

elaborate on why we think liberalized trade is so important and si much more in

the national interest than a policy of protection.
First, what are the disadvantages of a policy of liberalized trade?

(1) Certain industries, unable to meet competition from imports, may lose

business with a resulting loss of capital and investment.
(2) Employees of such industries may lose their jobs and, therefore, be re-

quired to look elsewhere for worl7.
(3) Some communities are supported by only 1 or 2 industries, and if these

industries are hit by imports the entire prosperity of the community may be

affected.
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(4) Import competition may adversely affect industries considered vital to na-
tional defense. In a period of world tensions, such as now exists, we never know
when such industries will be called into service for the protection of our country
and all free peoples.

Now, what are the advantages of a policy of liberalized trade?
(1) A great many industries in the United States export a substantial part

of their production. If other countries are unable to earn dollars by selling in
the United States market, then these countries may be hurt. Capital invest-
ment would be lost, workers would be thrown out of work, and communities de-
pending upon the health of the industries would suffer.

(2) More and more of our industries and our savings are going abroad to be
invested. Whether this trend continues and whether it is successful depend in
great part n the ability of the foreign country to earn dollars to pay a return on
the investments. A policy of liberalized trade is one of the best ways to assure
that private investment abroad will be successful.

(3) There is much discussion today that the United States should drastically
cut down Government foreign aid and that where aid is needed it should be in
the form of loans rather than grants. If foreign governments are expected to
repay loans, the principal as well as the interest, then there must be an oppor-
tunity for the foreign country to earn dollars by selling to the United States.
Thus the income of the Government and indirectly the taxpayer stand to gain
from a policy of liberalized trade.

(4) Every individual in the country is a consumer of goods. As such, he
stands to gain when a variety of goods is offered at competitive prices. Liberal-
ized trade benefits the consumer because the quality, variety, and price range of
goods tend to be greater than under a system of restricted trqde.

(5) The United States, in its struggle against Communist domination of the
world, is strengthened by having the maximum number of countries remain free
and by having these countries militarily, economically, politically and spiritually
strong. Liberalized trade is by no means a panacea for the defense against Com-
munist conquests but it will go a long way toward attaining and maintaining the
economic strength of free countries, since all other nations in the free world,
being less self-sufficient, depend on foreign trade to an even greater degree than
does the United States.

When these advantages and disadvantages of a policy of liberalized trade are
examined, we believe there is no doubt that the national interest is best served
by adopting measures, such as H. R. 1 and H. R. 536, which move in the direc-
tion of liberalized trade.

If our Government pursues such a policy, should the disadvantages be ignored
completely? Some can argue that under a free-enterprise system those industries
which cannot meet competition should do their own adjusting as is done every
day by many business concerns. The League of Women Voters does not entirely
share this view. We believe consideration should be given to the industries
genuinely hurt by increased imports, but we do not think the answer lies in the
escape clause or in any other means which offers only tariff or quota protection.
in fact, we do not think there is any single answer. We do not even think facts
are available on the extent of the problem.

Several proposals to deal with industries hurt by imports have been offered
from different sources. The use of customs receipts as payment to an essential
industry such as wool: customs receipts to encourage research in an industry such
as fish fillets; stockpiling of strategic metals, and measures to offer industries,
workers, and communities special assistance in the form of loans, technical in-
formation, and increased unemployment compensation are all Possibilities that
we think should receive more consideration on the part of Congress.

The League of Women Voters, in studying various aspects of United States
trade policy, has found it increasingly important to find out more specifically how
individual industries and communities are affected by foreign trade. There is no
doubt in our opinion that United States trade policy should serve the overall
national rather than the limited interest, but we believe additional information
should be forthcoming on such questions as whether present unemployment is
aggravated more from a decline of exports or from an increase of imports. We
have embarked on a project which we hope will shed more light on such questions.
Last summer, local and State leagues throughout the country began to conduct
surveys to determine the local effects of foreign trade. In condueting the surveys
local and State leagues are collecting basic data on the economic life of local
communities and then interviewing individuals engaged in manufacturing, min-
ing, and agriculture to gather additional facts and opinion. We want to see
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whether in individual communities the balance of interest lies in expanding for-
eign trade or in contracting it. We want to find out what communities have done
and are doing when their economies have become depressed, because of general
economic conditions, because of a decline of exports, or because of an increase of
imports. We want to find out what proposals to aid economically depressed
areas and industries seem most feasible to the people concerned.

The league realizes that to conduct accurate and objective surveys, assistance
is needed from professional men and women who have special knowledge of their
area and the subject. Members of local chambers of commerce, econoinists from
the departments of business administration at local and State universities, and
social-science research institutes are amonir the groups coopierating with the
league. As each survey is completed it will be forwarded for their information
to the Representatives and the Senators who represent the community in ('om-
gress. I do not wish to go into detail here, but I would like to snbnmit as a sepa-
rate document the progress various States have made to date on their surveys

In conclusion, the League of Women Voters earnestly requests that this coini-
mittee report out a strengthened H. R. 1 and that it do all it can to senre pas-
sage of the bill by the entire Iouse. I want to) express to members of this comi-
mittee the appreciation of may organization of the opportunity to Ireslent our N ie%%ws
on this important subject.

The Cjt.x1ii.\N. The coinmimittee will adjourn tiitil 1) ('clock tomor-
row morning.

(WI'hereupmn, at 1 : 20 p. ni., the committee adijilied to, recmnvene
at 10 a. in., 'ThIullrsday, Mlarch 3, 1955.)
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THURSDAY, MARCH 3, 1955

UNITED STATES SENATE,

CoMrrnE ON FINANCE,
WaAington, D. .

The committee met, pursuant to recess, at 10 a. m., in room 312,
Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, George, Kerr, Frear, Long, Barkley, Mil-
likin, Martin (Pennsylvania), Williams, Flanders, Malone, Carlson,
and Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIR-MAN. The committee will come to order.
The first witness this morning is iHon. George M. Humphrey, Sec-

retary of the Treasury.
Mr. Secretary, we are very happy to have you with us.

STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE
TREASURY, ACCOMPANIED BY GEORGE H. WILLIS, DIRECTOR,
OFFICE OF INTERNATIONAL FINANCE, DEPARTMENT OF THE
TREASURY

Secretary HuMPHREY. Mr. Chairman, I will read a prepared state-
ment, if I may, to start with. It is not long.

Mr. Chairman and members of the committee, in my contacts over
the past 2 years with foreign financial officials I have been impressed
with two major principles in our economic relations.

First, the importance of keeping our own economy strong and dy-
namic and sound. Our policies are directed toward economic strength
and growth-toward greater freedom from governmental interference
and control. Our policies aim at encouraging initiative and freedom
and maintaining economic progress and a high level of economic activ-
ity at relatively stable prices. Such a condition helps international
trade in both directions. A strong internal economy helps to keep
us competitive and makes our goods attractive to foreign buyers.
It also promotes a high level demand for imports. With high levels
of business activity, the capacity of our economy to absorb imports
is enormous-particularly imports of raw materials.

Maintaining the, strength and value of the United States dollar is
a vital part of our contribution to international monetary stability-
for the United States dollar is the yardstick for all of the currencies
of the free world. The free world's vigorous economic growth must
rest on a sound financial basis. What is essential for our own strength

77
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at home is equally essential for the other free nations of the world.
Many countries, I am glad to say, are appreciating the importance of
keeping their financial houses in order not only to strengthen their in-
ternal economies but also to keep their foreign payments and receipts
in balance. I am encouraged by the progress many of these nations
have made toward more internal stability and toward convertibility of
their currencies.

Convertibilitv will be encouraged by a balanced development of
world trade ; and, in turn, will contribute to such a development.
Progress toward convertibility means and is measured by progress
in removing trade and exchange restrictions.

The second point which has impressed me in my contacts abroad
is the concern of foreign countries with the broad direction of our
commercial policy. Foreign countries do not expect us to lower our
tariffs drastically. They want to have, however, assurance of con-
tinuity in our policies and they watch for moderate steps in the di-
rection of our objectives. This suggests the desirability of a 3-year
extension of the trade agreements program. A 3-year period would
provide reasonable assurance of such continuity.

The bill before you is moderate. It preserves all existing safe-
guards for our domestic producers. It does not contemplate any
drastic changes which would adversely affect sizable groups of our
citizens.

I would like to mention one other broad princi ple in connection with
the bill. From the budgetary viewpoint, the President's trade pro-
grain should help to reduce Government expenditures for foreign aid
over a period of time. I believe it is best, where possible, for foreimn
countries to earn their way rather than receive aid from the United
States Treasury. This bill is a further step in that direction.

The Treasury Department is actively working on other aspects of
the President's program to promote foreign trade and investment.
Among these is a proposal revising somewhat earlier Treasury recoi-
mendations which have previously been presented to the Congress
and which have not been finally considered because of the lack of
time.

This proposal will provide for the amendment of the standards gov-
erning the valuation of imported articles, for the conversion of cur-
rency into dollars for customs valuation, and for the repeal of certain
obsolete provisions in the customs laws. The revision of the complex
valuation provisions of the present law to make the process of ap-
praisal more prompt and efficient as well as more commercially real-
istic is particularly important.

Our program for customs simplification and management improve-
ment, begun by the Customs Simplification Acts of 1953-54, will con-
tinue. We expect to have some additional proposals for administra-
tive improvement to make to the Congress during the present session.

In the field of taxation, consideration is again being given to cer-
tain changes in the revenue laws with respect to taxation of income
earned abroad so as to tax corporate business income from foreign
subsidiaries or branches at a rate of 14 percentage points lower than
the rate on corporate domestic income, and to defer tax oil foreign
branch income until it is removed from the country where earned.
This rate is already effective for Western Hiemishere trade r
porations.
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These proposals are not large or costly but are designed to encourage
sound private United States investment abroad.

Another important part of the administration's program on which
the Treasury is working is the proposal for an International Finance
Corporation to be established as an affiliate of the International Bank
for Reconstrutcion and Development. The purpose of the Corpora-
tion will be to stimulate private investment in underdeveloped coun-
tries by providing venture capital through loans without governmentguaranties, thus filling a need which is not being iet by any existing

organization. The preparation of a charter for the Corporation is
proceeding steadily in the International Bank.

While all of these proposals are important, the reciprocal trade
agreements legislation now before you is desirable because its enact-
ment will permit the United States to follow a sound trade policy
consistent with both our domestic and our international needs.

In conclusion, I cannot emphasize too strongly the iniportance of
maintaining a high level of employment and economic activity right
here in the ITnited States upon which the whole world depends. Seri-
ous reversals here would have serious unfortunate effects throughout
the entire world.

The CmHIRMAN. Thank you very much, Mr. Secretary.
Senator George, do you have any questions?
Senator GromaE. I have no questions.
The CHAIRAMAN. Senator Milikin'
Senator MILLIKIN. Mr. Secretary, I noticed your last paragraph.

Does that carry the implication that we have to run our trade affairs
on a basis that will not destroy our domestic industry'

Secretary I [tMliiIIEY. That is right, Senator.
I think that the most important thing in connection with this whole

matter is that we so conduct ourselves in the development of our foreign
trade relations and the development of all of our relations and our
fiscal policies, that the United States is kept at the highest possible level
of economic activity and employment.

Senator 1ILLIKIN. YOU could not preser\e the hig-hest level of
economic activity if we destroyed our domestic payrolls?

Secretary I-[TM.PHREY. That is correct. I think I can best state my
feeling about this in this way: We want to protect American industry
and workmen from improper imnportation from abroad.

Senator MILLIKIN. Would you call it unfair competition.

Secretary HuH-PHREY. infai r coil)etition from abroad.
Secretary MILLIKIN. Riglht.
Secretary HUtPHREY. On the other hand, we have a great many

American workmen in a lot of American industry that are engaged in
export, the production of goods for export, and they want to be pro-
tected as well, and should be protected as well, to promote the highest
level of employment in this country and activity here.

It seems to me that this natter is a case by case determination, re-
quires a case by case determination, as we go along, and in each case
the measure of our action is what is best for the United States, not
on a selfish, temporary basis, but on a broad basis, having in mind all
of the activities and all of the employees and all of the workmen in
this country who need to be looked after and protected.

I think a broad consideration of our best interests should be the
criterion for decision in each case, and each case should be considered
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one at a time, as we go along, and in that way we will learn what
we can and cannot do that will be for our best long-term, broad
interest.

Senator MILLIKIN. During the war and for quite a considerable
period we had varying emergencies, what might be called an artificial
exportation of our products which was stimulated by our own give-
away policies and our own foreign loans, and that sort of thing.

Is it the Secretary's idea that we must continue those exports,
either by tariff concessions or by continuing the giveaways or stimu-
lants that we have given these countries during emergencies and wars?

Secretary HUimPREY. I think, Senator, that we are reducing, to a
considerable extent-and should reduce as we go along-our foreign-
I won't call them giveaway programs-our foreign programs for aid
in various directions. Also, to some extent, that involves our military
expenditures.

Now, we must have this also in mind, that this Reciprocal Trade
Act which has been in force for a good many years has never really
been competitively tested in almost the entire length of time it has been
in. Because almost the entire length of time, almost our entire experi-
ence during this law, we have had either wars or aftermaths of wars
or varying conditions that were not normal.

So I believe as a proper starting point, I do not believe we want to
take radical action. I do not believe we know what the effect of the
continuance of this act will be, but that the thing to do is to start
out with it and move, as I say, case by case, in the direction that is
going to be for the best interests of our long-tern interest.

Senator MILLiKIN. Doesn't it follow from that, Mr. Secretary, that
at least in some cases it would not be wise for us to attempt to con-
tinue these, let us call them, artificially stimulated export markets?

Secretary HUM IPHREY. I think that is right. I think there may be
cases where tariffs may be reduced. I think there may be cases where
tariffs will have to be increased. I think the matter will have to be
studied carefully, and I think this law is a good starting point and does
preserve the proper provisions that will permit of the proper case-by-
case determinations as we progress.

Senator MILIJKIN. This committee has already demonstrated its
interest in relieving the customs from unnecessary complications and
difficulties, but when you come to customs valuations, it is not in your
mind that we make rules of customs valuations that, in fact are dis-
guised, are a disguise for reducing tariffs, unless it should be consid-
ered desirable to reduce them in and of itself.

Secretary HUMNPHREY. That is right. I don't think that we ought to
fool people by evaluation provisions-I don't think we ought to
have a reduction in disguise, nor should be have an increase in dis-
guise. The simplification provisions which we will be presenting to
you very soon, which have been under discussion and are now being
worked out, should remove from the field of evaluation disguise either
way, in the tariff applications.

Senator MILLIKIN. I think you have already said what I have
in mind. We want to make it possible for foreign Countries to trade
in this country, but we don't want to destroy our own domestic economy
or injure it seriously to accomplish that objective.

Secretary HUMPHIREY. I think that is right. Or longterm 1*4
interest is what we should seek to preserve.
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Senator MnLnini. I may say to the Secretary that this committee
has not favored a 3-year extension period the last 2 or 3 times this
kind of bill has been up. The reason for that has been that we want
to take a look at GATT before we grant an extension as long as
3 years. I think there is considerable objection to a lengthy exten-
sion on the part of both parties because of the dislike of many Mem-
bers of Congress of GATT, and it has been understood that a new
GATT would be submitted to us for approval.

Do you know anything about that?
Secretary HUMPHREY. I understand the committees are working

on GATT. I haven't seen any reports yet. I don't think they are
finished, so I am not prepared to make any statement with respect to
GATT. I don't know how it will come out and be in final form.

Senator MiLLIKiN. I want to invite your attention to that fact,
why there have not been more 3-year extensions in the last 2 or 3 times.
That is because we want to see GATT and decide whether we approve
it or disapprove it, because the two are interrelated, and it is hard to
give a 3-year extension when we are asked do it without knowing
whether we will continue under GATT, or GATT will he changed.

Secretary HumPhREY. I suppose they are interrelated, Senator, but
I think that one of the important things, as I have observed, is that
we let the world know the general course which we are taking, that
we are approaching it-I don't mean that it is not subject to change
from time to time because I think it should be, but that we aren't pro-
posing a radical revision; that we are moving along in a gradual-
that we are evolving rather than having a revolution.

Senator MILLIKIN. Yes.
I notice-it is probably an implication in the bill that has come

to this committee, that rates that happen to be more than 50 percent
are, in and of themselves, presumably evil. I invite the Secretary's
attention to the fact that those rates have survived negotiations and
suggestions for change since the beginning of the Trade Agreements
Act, and I don't believe that that sort of an assumption is a sound one.

I think one of those rates should be tested by itself on a case-by-case
basis, as you say, but that it should not be automatically assume that
all rates 50 percent or more should be brought to 50 percent or to some
lesser amount because they are in that high category.

In other words, our experience has shown that even where the rate
is 50 percent or more, there are many cases where importations domi-
nate our domestic market, and that may be one of the reasons why
they have not been reduced by administrations that favored and have

accomplished severe reductions of tariff rates.
I would ask the Secretary whether he believes that a rate that is

50 percent or more is evil, per se.
Secretary HUMPHREY. I am not prepared to answer that, Senator.

I cannot tell you in detail. My general feeling of the matter is that

the cases should each stand on their own merits.
Senator MILLIKIN. Thank you.
The CHAIRMAN. Senator Kerr?
Senator GEORGE. Mr. Chairman, may I make one suggestion? It

isn't a question.
The main difficulty with this act from the beginning, Mr. Secre-

tary-and I had some responsibility in the beginning for its enact-
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ment-has been the lack of a practical-minded administration of the
act, if you know what I mean.

Secretary HUMPHREY. I do.
Senator GEORGE. Those people who are good in theory and fine in

vision may have done some remarkably good things under the act,
but at times I have been worried and greatly disturbed because it was
not being administered by men of practical business experience or men
of practical business minds.

You have a more vital stake in this act, I agree, and in its proper
administration as Secretary of the Treasury than even State. While
State is trying to maintain amicable relations, you are responsible in
a very high degree for a stable, sound position here in the United
States. After all, that is going to control our foreign policy.

It may not in every instance do it. It may not do it fast enough,
but it should have a remarkably close tie-in with it, and it is import-
ant from the standpoint of our own economy that this act be ad-
ministered fairly, but by at least practical minded men.

It doesn't necessarily mean that they have been engaged in this
line or that line of business, but there is a difference between a prac-
tical minded man and one of our lovable visionaries.

Secretary HUMIPHREY. Mr. Senator, I just couldn't agree with you
more. I think that it is absolutely essential that it be done that way,
and I think also that that is one of the most difficult things to accom-
plish.

Senator GEORGE. It is difficult.
Secretray HUIMPHREY. That should be our objective.
Senator 'GEORGE. That should be our objective, and that means a

case-by-case scrutiny of the industry and of its effect on the general
economy, as well as its effect on the individual enterprise that is seek-
ing relief from time to time.

Secretary HUA[PHREY. And taking into account both those who need
protection against imports and those who need protection of exports.

Senator GEORGE. Yes, sir. Thank you very much.
That was a voluntary observation on my part.
Secretary HUM IPHREY. It is exactly in accordance with the way I

feel, lnyself.
The CHAIRIAN. Senator Kerr?
Senator KERR. Mr. Secretary, on page 2 you say:
The bill before you is moderate. It does not contemplate any drastic changes

which would adversely affect sizable groups of our citizens.

I wonder if you would summarize just briefly the changes that it
does accomplish.

Secretary HUIPIIREY. My pages are different than yours, Senator,
and I have a little trouble following you. I will see if I can get the
same copy you have, and then I can follow you better. Can you tell
me where you are?

Senator KERR. It is the last sentence of the second paragraph on
page 2.

Secretary HUMIPHREY. What is your question?
Senator KERR. I ask you to tell us briefly, summarize briefly, just

what changes are contemplated by the bill before us.
Secretary HUMPHREY. The important changes that are contem-

plated by the bill are the permission of the President to make the
5 percent reduction over a period of 3 years-
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Senator KERR. Five percent each year?
Secretary HuMPREY. Yes.
I think that is the key change that perhaps you have in mind, or

that anyone would have in mind.
Senator KERR. Aside from that, do you think that just a simple ex-

tension of existing law for whatever period of time Congress decided
to extend it would generally meet the objectives of the bill?

Secretary HUM[PHREY. I am not prepared to say that the bill doesn't
have some technical things that should be taken into account. I am
not prepared on the technicalities of this operation. That is not the
Treasury's function, and I am not a technician in this regard.

Senator KERR. I an not trying to examine you on that. I was
trying to get in simple words, such as you are famous for being able to
give, the issue before us.

Secretary IUIMPHREY. In general, it is starting with an extension
of this as a base to begin from, and then see where we go from there,
as I see it.

Senator KERR. But the recommendations
Secretary HUMIPPREY. Case by case.
Senator KERRi (continuing). That you make in general, aside from

the technical provisions that implement the law, are first an extension
of the authority?

Secretary HUITMPHREY. That is No. 1.
Senator KERR. Second, give the President power to reduce existing

tariffs 5 percent a year, each year, for 3 years?
Secretary HUMIPHREY. Not to exceed.
Senator KERR. Either way you say it; that or less.
Secretary HUMPHREY. That is right.
Senator KERR. Now-
Secretary HUMAPHREY. That doesn't necessarily mean that there

will be any.
Senator KERR. You said that we have had an abnormal situation

most of the time for the last 10 or 15 years?
Secretary HUMPHREY. I think so.
Senator KERR. Do you contemplate it is going to be much different

in the future?
Secretary HUMPHREY. Well, that is pretty hard to say. I hope

we are not going into another world war.
Senator KFR. Aren't we in just about that degree of tension and

aren't we operating, both our Government, and haven't we had our
economy tuned up to a condition or situation of tension, which you
could say is comparable to the average of what the situation has been
for the last 15 years?

Secretary HuMPHREY. I wouldn't think so, quite. We not only were
in an actual state of war during some of those years but there were
other years when our foreign competitors were absolutely flat on
their backs, when they had no production and we had no competition
from them and couldn't have.

Now we are emerging into a period where they are no longer flat
on their backs, but where they have been rehabilitated, and rehabil-
itated with modern machinery and equipment and techniques.

It may be that we will be heading into an even more competitive
period than we have seen in a long time.
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Senator KERR. Let me ask you this: You agree with me that both
in the present and foreseeable future we are not in for normal times,
certainly on the basis of the long view of history.

Secretary HUMPHREY. I think that is right. I hope not.
Senator KERR. Would you tell the committee briefly what your

basic concept of the objectives of this legislation are.
Secretary HUMPHREY. Yes. I think that what we want is to have

the greatest volume of trade that we can have in which this country
can participate, without injury to our own domestic situation. I
mean by that, injury on balance.

I think that what we want to have is the greatest production in
this country for our own consumption that we can have, and the great-
est production we can have for export which involves the receiving
of imports, in order to get your money abroad with which to pay for
the exports, that we can have without injuring ourselves, and I think
that our long-term interest over a long-term period-not a short-term
selfish, small interest-but our own long-term practical interest, should
be the criterion in our conduct, our administration of this law, as we
go along.

Senator KERR. Would you say that the best objective we could reach
would be one where we were permitted to sell and export greater
quantities of our products, or the situation where we could buy and
import greater quantities of products produced elsewhere and shipped
into here, or a situation where there was a reasonable balance of
the two?

Secretary HUMPHREY. Well, I think that if you are talking ideals,
the ideal would be that we have more exports than imports, and that
the difference would be made up by foreign investment and foreign
travel; that is, investment by this country abroad and foreign travel,
which would equalize the balance of payments to permit the excess of
the exports over the imports. That would be the ideal that would
give us the maximum of activity here at home.

Senator KERR. I want to say that I agree with you. It seems to
me that granting of power to further reduce tariffs would create just
the opposite.

Secretary HUMPIREY. I don't know that it is just a matter of
reduction. From my point of view, it is a matter of adjustment as
we go along.

I will be perfectly frank about it: I think there may be cases that
develop as we go along where there may have to be some increases in
tariffs. I don't think it is all a one-way street. These things have
to be studied very carefully, case by case, and a practical deter-
mination arrived at.

Senator KERR. Let me ask you another question. To the degree that
our objective is to develop the economy of other nations-and that is
one of the objectives, isn't it?

Secretary HUMPHREY. That is right. That will increase our mar-
kets in the world.

Senator KERR. Are we best served by a program that will develop
gTeater industry in a friendly nation, that is owned by the interests
in that nation, or by owners in this country?

Secretary HUMPHREY. I think that investment by Americans in
foreign countries is a desirable thing to have developed-

Senator KERR. For what primary objective?
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Secretary IhMPI'HiREY. Where it can be done on a Sound basis.
Senator KERR. For what primary objective?
Secretary HUMPIIHREY. Both to help build up the economies of other

countries and to make returns for this country, and balance off an
excess of exports over imports out of this country.

Senator KERR. Don't you believe to the extent that we encourage
American industry to go abroad where they can get both raw materials
and labor cheaper than they can here and build productive capacity
for the principal purpose of exporting their products back into this
country, on and on, which operation they pay for less taxes for than
they do here, is, in the long run, detrimental to our economy .

Secretary HUMPHREY. If that is the case, I do. I don't think that
necessarily is the case where investment is done abroad. I think
investment can be made abroad, which will stimulate greatly the pro-
duction of things abroad, for foreign consumption.

I think that is a very desirable thing to have accomplished.
Senator KERR. Isn't it a fact that substantial portions, if not most,

of the investments by American industry abroad thus far have resulted
more in production that has been imported into this country to com-
pete with our own, rather than production that has been disposed of
there?

Secretary HUMPHREY. Senator, 1 don't have the figures. I will be
glad to try to find them, but my own personal experience in that is
exactly the contrary. The cases I per onally knew of before I came
here, where investment was made abroad by American companies, was
for the purpose of making foreign sales and expanding foreign busi-
ness in the country where the production was made.

Senator KERR. Let's look at the situation of western minerals-lead
and zinc-just as examples. Isn't the principal source of trouble of
domestic producers the result of imports by American producing com-
panies from their sources of supply abroad

Secretary HU.tPhREY. I think the story is a little broader than that.
We haven't got enough lead and zinc in this country to supply our
needs.

Senator KERR. Do you have access to these figures? What percent-
age of imports are brought in here by American companies operating
abroad?

Secretary HUMPHREY. I think that probably-and these are very
round figures-in normal times-and, of course, everybody has to
define what we mean by these normal times in the future-we can
produce about 50 to 60 percent of our lead and zinc requirements, and
I think we will have to import a substantial amount.

Senator KERR. Don't you think that the imports should be limited
to necessary quantities that we are unable to economically produce
here?

Secretary HUMPHREY. I think the very sound thing that we should

do, Senator, in a case of that kind-and that is particularly true in

cases like lead and zinc, where our mobilization base is of great im-

portance, where our own position in the event of war is of tremendous
importance-I think we should try to maintain in this country the

maximum reasonable practical mobilization base, and that we should

protect that base against destruction from outside, to the extent that

it is a reasonable mobilization base, a reasonable base for the things
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we need and require in this country and would be of vital necessity for
us in the event of war.

Senator KERR. If a correct analysis of the situation disclosed, first,
that the imports had not only immobilized the domestic industry but,
secondly, indicated not only a supply available far in excess of our
needs, but that presently it was coming in here at a rate far in excess
of our needs and, thirdly, that the imports were principally by Ameri-
can companies operating abroad because both the source of supply
abroad and the cost of getting it was less than it was here, wouldn't
you think that the operation of the program should be changed, or the-
program should be changed sufficiently to correct that?

Secretary HU3reIiREY. That depends, I think, on how much of the
difficulty is of a fundamental and permanent character, and how much
is as the result of the reduction of present requirements from war peak
and stockpile requirements.

We have adjustments to make not only with respect to things that
come from the outside but with respect to many things that are made-
on the inside, where there is no importation, which were tremendously
stimulated in this great upsurge that we took in our fear of the conse-
quences when) we got into the Korean war. We built up our resources
tremendously. We built up our demands tremendously, way above
anything that was necessary, and right on top of that we began also
increasing our stockpiles for the future. That was all because of our
security, because of protection. It wasn't an economic move at all. It
was stimulated entirely by our desire to protect ourselves in the event
of war.

As that, has subsided and as we are moving out of that, we have a lot
of temporary situations, both inside the country and outside the coun-
try, where until the accumulations that were created at that time and
until the unsound new producers, high-cost producers, unusually stimu-
lated producers. until they are absorbed in one way or another, we have
a difficult period to go through to get back onto what I visualize as a
sound, commercial operating base. I think we have to work ourselves
through that period both in many industries in this country as well as
from things that come from abroad.

Senator KERR. You are aware that our lead and zinc industry is
practically immobilized in this country, are you not ?

Secretary HUrpiuREY. No, I am not. I think we are producing a
pretty good percentage of what we should and can produce at a rea-
sonable cost.

Senator KERR. Would you be surprised to know that three-quarters
of the mines are shut down?

Secretary HUMPHREY. No, I wouldn't be a bit surprised. When you
say three-quarters of the mines, I think that perhaps three-quarters of
mines that were in production during the last few years, when a tre-
mendous amount of very high-cost production was stimulated. That
probably is not normally economic at all. That is one of the very
things that will have to be reduced. The same thing is true in the coal
business. The same thing is true in a lot of businesses where it isn't
the importations that are doing it. It is the stimulation that we had
of uneconomic, increased productivity which is not normally com-
mercial.

Senator KERR. You referred to the oil business, and I am glad you
did. I am sure that you are aware that every bit of the burdensome
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volume of imports coming into this country now to the detriment both
of the domestic oil industry and the domestic coal industry is being
brought in by American operators who produce abroad and bring it
in here into this market because the supply is cheaper there and labor
is cheaper there.

Secretary HumPIREY. I think very much the same
Senator KERR. That is true, isn't it, generally?
Secretary HUMPHREY. I think very much the same thing is true-

and my attitude of what should be done in the oil business is the same
as that which I have indicated in the lead and zinc business. I tbink
that there we want a home mobilization base of strong, solid, good
proportions. I don't think it should be such as will stimulate the pro-
ductivity or the continuing production of extremely high cost and un-
economic operations here. I think we should have a sound operation
here, a sound and competitive operation here, and I think to assure
that, through one course or another, by voluntary action or by law if
required, of some kind, we should be protected against the raiding of
this market from the outside.

Senator KERR. We developed this program along the concept that
you said was your concept, to develop a strong mutual interchange
of commercial transactions, trade, and comnnierce, build strength in
the economy, not only in our own country, but in that with the
countries with whom we trade, and in the main friendly countries.

Secretary HumprREY. That is right. We need them.
Senator KERR. Yes, we need them. It looks to me, Mr. Secretary-

and I would like to know whether you disagree with this-that we
have gone a lot farther in developing opportunities for Americal
operators to produce abroad and birng the prodcts in here to their
profit. I am not against their profit. Nether am I for a situation
that has that result, that was designed for another purpose, and that
was to develop the economy and trading ability of our neighboring
countries, which we do not do by building greater industry which
has its domicile and its identity here, but its operation there, anl the
extent to which it is built enriches them without providug a stronlgor
base for international trade.

Secretary HUMPHREY. I think, Senator, as I said before, a substan-
tial part of this stimulation both at home and abroad was brought
about by this great wave of protection we sought.

Senator KERR. We are talking about the future.
Secretary HUMtPHREY. In the future I think what we should seek

is very much what Senator George suggested as a practical approach
to the maintenance of a strong mobilization and industrial base in
America and to the extent that that is required, that we have some
limitation on things that might destroy it.

Senator KERR. You talk in here, first on page 2, about measures
calculated to further strengthen American operators who go abroad
where supplies and labor are cheap and to develop products to bring
in here to compete with local or domestic production. You say there
on page 2:

In the field of taxation, consideration is again being given to certain changes
in the revenue laws with respect to taxation of income earned abroad, so as
to tax corporate business income from foreign subsidies or branches at a rate
14 percentage points lower than the rate on corporate domestic income, and to
defer tax on foreign branch income until it is removed from the country where
earned.
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That is No. 1. Over on the next page you talk about another im-
portant part of the administration's program and you say:

Another important part of the administration's program on which the Trea-
sury is working is the proposal for an International Finance Corporation, to be
established as an affiliate of the International Bank for Reconstruction and
Development.

The next sentence reads:

The purpose of the Corporation will be to stimulate investment in under-
developed countries by providing venture capital through loans without Govern-
ment guarantees, thus filling a need which is not being met by any existing
organization.

The point is that you are working toward the development of
stronger competitors with domestic industry and domestic sources of
supply, it would seem to me, on a basis removed from a program cal-
culated to develop reciprocal or mutual trade between this Nation
and other nations.

Secretary HumpiaRry. No. I think that is not true, Senator. I
think it is a matter of balance. Let's just take a few specific in-
stances. There are a great many things-take iron ore. We will
take oil and gas. We will take oil and not gas.

Senator KERR. You can take gas because we are bringing in oil and
gas from Canada.

Secretary HUiPHREY. That is right. Lead and zinc.
From the point of view of our mobilization base, we can take into

account the whole of North America. I am thinking of our mobiliza-
tion base and what is available to us in the event of war. I think
there are a number of raw materials, essential raw materials that can
and should properly be developed, particularly in North America or
within easy reach in South America that will be available to us here
in the event of necessity and of growing importance to our current
operations that we can advantageously use in this country, cheaper
raw materials within that sphere of activity to lessen the cost of the
finished products to the people of this country. I think those raw
materials can be reasonably stimulated and brought in. I think by
stimulating them there, it also stimulates the economies of the coun-
tries from which they come and puts those countries in a better posi-
tion to buy things of other kinds that we can export. By making in-
vestments of our money in foreign countries, we are helping to balance
an excess of export trade as against import trade, which I think is
desirable for the strengthening of our economy here at home. I think
both from the point of view of our security and from the point of view
of the strength of our economy in developing an excess of exports over
imports and thereby giving us a maximum of employment and activity
in this country, that it is a good thing to stimulate investment abroad.
If the buildup of such investments abroad raises the standard of living
in their country and increases the demand, the more that is done, the
more we have the opportunity to supply it and thereby bring money
to us besides- " m

Senator KERR. If it does just the opposite, bring about a situation
where they are in better position and not in an improved position to
send it out, that is just the opposite.

Secretary HUMPHtREY. It is conceivable that such a thing could oc-
cur. But as I say, in practice, I just do not know of it being done
for that purpose. You take the tire companies, the chemical corn-
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panies, all kinds of companies in this country, soap companies-you
can go through a list a mile long-and you go and find that you ride
from the airport into London or ride from the airport into Paris and
you see American signs all along the road, and those are industries that
are making their products for sale in those countries, not to be made
there and sent back here at all. In fact, we have sent some money
abroad to help do that and it has given us an excess of exports over
imports, to help our production here at home, and it is raising the
standards of living in the other countries of the world, and it is in-
creasing their demands and until people get a taste of something, their
demands don't rise. What we want is to have more and more de-
mands of people that have a taste of something better who want more
of it, and that gives us a chance to meet it.

Senator KERR. We are talking about a reciprocal trade program.
Secretary IIU.PHIiEY. That is right. This has to be balanced out

reciprocally.
Senator KERR. Do you think the term "reciprocal" is just as vital

as the term "trade" ?
Secretary HuiPiREY. That is right.
Senator Knmn. I would like to ask you this other question then.

To the extent that we have operated both this and other programs
to improve the economies of the friendly countries, isn't the situation
far different today than it was a few years ago?

Secretary HUmPHREY. In what regard?
Senator KERR. Aren't there a lot of those countries with a balanced

budget and a surplus and faced with the problem of preventing in-
flation rather than, as it was a, few years ago, when we formulated
these programs, when they were practically prostrate?

Secretary HUMPHREY. Oh, yes. I pointed that out.
Senator KERR. And in a situation of tremendous deflation.
Secretary HupiREm. I pointed that out a moment ago that they

have much better economic conditions now. and by that same token
they are much more competitive.

Senator KEzR. That being the case, then shouldn't we at this point
be just as concerned about either strengthening our own competitive
position or of unduly adding additional strength to theirs, because
what we have thus far done has so greatly changed the situation to
where, when we started, they needed hell) to exist, and now we are
going to have to strengthen ours to survive in the competition we have
helped to develop.

Secretary I1tJuPHREY. You are certainly 100 percent right, and I
am very concerned about keeping our competitive position, increasing
our competitive position and increasing our own productivity here
to the greatest possible extent.

Senator KERR. Then don't you think we should be concerned more
about increasing some of these tariffs a little than we should about
further reducing them ?

Secretary HuPmwvy. I said, Senator, that I am not at all sure,
as we move forward on this line, in making these adjustments, that
there may not be some tariffs that will have to go up, some protection
that will have to be provided as well as some that may be left alone,
and some that may possibly be reduced.

I think it is a matter, as I have said right at the. beginning, and
Senator George put it better than I could, this is a matter of practi-
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ally a case-by-case determination of what is our own long-term best
interest, and I think it can be done carefully, and we ought to be
smart enough to do it well.

Senator KERR. In that respect, along that specific line, about the
case-by-case analysis and determination, how would you feel about a
provision in this that when the Tariff Commission makes a case-by-
case application and analysis and determination, that the effect here
unless the President found for the national defense or welfare an
exception should be made, in which event the Congress might have
the opportunity to review it to enable them to say that in spite of the
fact that the Tariff Commission had on a case-by-case basis found that
certain things should be done, he declines to act on it and therefore
it is ineffective.

Secretary HUMPHREY. I think, Senator, that this is going to take
the combined best judgment of everybody in this Government. I
think this is one of the most difficult fields that we have to handle, and
I think that there should not be straitjackets or limitations on the
man who is in the best position to know most of the various ramifi-
cations that there are involved in it.

Senator KERR. Don't you think the Tariff Commission is in a better
position to make that case-by-case analysis than the President?

Secretary HUrnIPHREY. Not necessarily. In fact, I am sure they
are not.

Senator KERR. Do you think his experience or the time he has to
devote to it are such that will enable him to make an intelligent
analysis and decision than those whom he himself has appointed who
are experts in that field and devote their full time to it?

Secretary HUMPHREY. And with the assistance of all. He has the
assistance of everyone in the Government to help him that we can
call on and a broader knowledge of the Government and the neces-
sities of the country than any other person in it.

Senator KERR. When he is not familiar with the details himself,
isn't it possible that he might have too much help?

Secretary Hu.rrPny. I don't think you can have too much help.
You might have some of the wrong kind.

Senator KERR. I appreciate very much, Mr. Secretary, your frank
and comprehensive answers to the questions I have put to'you.

The CHAIRMIAN. Senator Martin.
Senator MARTIN. Mr. Chairman, I will try not to duplicate what

has been stated by Senator Millikin and Senator George and Senator
Kerr, but all three have brought out to my mind certain very im-
portant things.

We pride ourselves that we are a government of laws and not of
men, but it seems to me that it has been developed here this morning
that it is going to be very necessary to have the highe-st type of men-
and men that have great knowledge and great courage-to administer
the reciprocal trade agreements of our country.

Do you think that is correct?
Secretary IhtUMPHREY. I certainly do.
Senator MARTIN. Mr. Secretary, you stated a moment ago that we

are interested in protecting the working people of our country whose
product is to be exported, and we also want to protect the working-
men who make products that are competitive with importation.

Secretary HUMPmREY. That is correct.
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Senator MARTIN. Isn't it true that those exporting are largely those
of the big concerns of our country and the others are the small, what
we call, the one-community industries ?

Secretary HuMiIImY. Senator, I don't believe I would have any
I way of knowing that. I don't know that. I don't see why it should
P be so.

Senator MARTIN. We will take the automobile industry. Ave will
4 take the food industry. Take in my own State the Heinz indus-
vi try which has developed factories all over the world. What I am
h4 getting at is that it makes it still more important that we probably
it write into this law certain safeguards and then we must insist on a

group of men to administer who will, I hope, resolve things in favor
of the workingmen of the United States.

Secretary Humitimy. It seems to me from my limited experience
in that field, that you have all the safeguards you need. I think to get
the best possible men is certainly a very desirable and a very necessary
thing to do because it is a very difficult thing to administer.

There is one further thing that has to be mentioned that must lie
taken into this very fine balance, this very tine equation, and that is
the American consumer. The American consumer is entitled and
should have price competition on his prodlt and if the development
of this country shows that an industry is way out of line in com-
petition with something, that can be imported, it is to the benefit of
all the American people if that price competition prevails so they
may enjoy cheaper prices. So you have this extremely delicate bal-
ance with respect to the protection of the consumer, with respect to
the protection of the man who is competing with imports and for
the protection of the man who is making goods for exploration. Those
things have to be carefully balanced out.

Senator MARTIN. I realize that all those things must be considered,
but unless the consumer is gainfully employed, lie doesn't have any-
thing with which to purchase the goods that are imported regardless
of how cheap they may be. Take for examl)le the watch industry of
our country. There were 8,000 men employed approximately inl the
watch industry of our country. There isnt any question that by reason
of wages and things of that kind the Swiss can make watches much
cheaper than w-e can in our country. Nevertheless, it seems to me
that those industries should be protected, because they are precision
instrument workers in case of war.

Some of us made quite a fight-and the President went along with
us on that. Of course we were terribly criticized by a great many
newspapers all over the Tnited States because we made that fight.

Senator Kerr brought up the matter of fuels. You are very well
informed about fuels, as it relates to our part of the country. It is

an enormous struggle for the coal industry, which affects the railroads.
You take the oil industry in States like Pennsylvania, Ohio, West

Virginia, and Kentucky, where the wells are down to a very small

production, yet those who know say there is more oil in the around

than has ever been taken out. It looks as if that ought to he in )me

way protected because there are thousands and thousands of men

employed in those fields, and they are technical men, and you can-

not put them in other kinds of employment, just like coal miners.
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As you know, probably much better than I do, a coal miner cannot
very easily go over and take some other kind of a job.

What I am getting at is that I somewhat feel that things like that
ought to have some kind of protection and help.

Secretary HUMPHREY. Again, I say it is a matter of balance. There
are several cases where that is proper. There are other cases where
it isn't. It is just a matter, as I see it, of the most careful analysis
of study and balance, always having in mind what is our own long-
term board interest.

As to fuel, I just signed a fuel report which expresses my ideas
of what I think the situation ought to be in fuels.

Senator MARTIN. Thank you very much, Mr. Chairman.
The CHAIRMAN. Senator Frear.
Senator FREAR. Mr. Secretary, I think today we will probably find

ourselves in a field where we may be closer together, but I was inter-
ested in one statement you made regarding the Tariff Commission.
Is it your opinion that the Tariff Commission should be permitted
to receive complaints from industry, ascertain the facts and present
them to the President, and that is where their function ends?

Secretary HUMPHREY. I think, as I see it, I don't see why the present
setup cannot function perfectly well.

Senator FREAR. Do you know how many complaints have been made
and the facts found and submitted to the President with the opinion
and recommended action by the Tariff Commission?

Secretary HuMiPHREY. You mean just recently ?
Senator FREAR. Say within 3 or 4 years.
Secretary HUMPHREY. I don't know over any extended period, but I

think recently there have been 10 or 12.
Senator FREAR. Do you know how many the President has acted

upon?
Secretary HUMPHREY. As I recall it, two.
Senator FREAR. Do you think, then, that the people who-or is it the

opinion of the President that the people who made eight of those com-
plaints were apparently unjustified?

Secretary HUMPI-IEY. I am sure it must have been or he wouldn't
have done it, that there must have been circumstances which persuaded
him with respect to that.

Senator FREAR. We are both in favor of running an economical
government. Would it be feasible for the President to propose the
abolishment of the Tariff Commission and letting the Trade Commis-
sion present him with the facts?

Secretary HUMPHREY. I wouldn't be able to express an opinion. I
never heard it suggested, and I wouldn't know.

Senator FREAR. I thought your statement that the Tariff Commis-
sion was just what we said it was, to receive complaints and ascertain
the facts, which is rather an expensive body to do that.

Also in your statement, Mr. Secretary, you say: Maintain the
strength and value of the United States dollar as a vital part of our
contribution to international monetary stability, and I agree with that.
In your previous testimony, and I don't want to get back to a bill which
may not be before us today, but in your previous testimony Monday
you recited the facts upon questioning where our dollar purchasing
value, purchasing value of the dollar had been continually decreasing
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up until about 2 years ago, and it has only decreased about one-half of 1
percent in that time.

Secretary HUMPHREY. Right.
Senator FREAR. Also during that testimony I believe it was brought

out that the present administration had inherited from the previous
administration part of the deficit in the first fiscal year of the present
administration; in other words, a carryover of something like $3
billion. The President has recently recommended to the Cor~gress,
or plans to recommend to the Congress, a road-building program of
considerable magnitude, especially in dollars and cents. I believe it is
suggested in that program that they will issue bonds payable at a
future date, guaranteed by the Federal Government, but those bonds
will not be considered a part of the national debt. Do you think that
is a sound fiscal policy to follow?

Secretary H1UM3PHREY. Senator, I asked the secret ry here this morn-
ing, if she had put me on the payroll of this committee because I am
spending so much time here. I will be delighted to go into that subject
with you, but that is going to be another long session. If you don't
mind, I would suggest, we take it tip then, because there will be a lot
of discussion about it.

Senator FREAR. At that time, when it comes up?
Secretary HUIPHREY. I think so.
Senator Fm.EAR I am willing to wait a little while on that, Mr.

Secretary.
Secretary Hi M[IIIIEY. I am not trying to put it off, you understand,

but I think it is quite a long subject if we get into that.
Senator FREAR. Thank you.
As I said at the beginning, we can probably find more subject mat-

ter in your statement today upon which we can agree than the one last
Monday. Thank you.

The CHAIRMAN. Senator Williams.
Senator VILLIAM1S. Mr. Secretary, you referred a moment ago to the

fact that there had recently been 10 or 12 recommendations of the
Tariff Commission to the President. Were they for higher or lower
tariffs?

Secretary Hu wIIInREY. Senator, I can't give you the details of them.
I remember one at a time, but I can't tell you the details. I don't
remember what the changes were.

Senator FRAR. In view of the fact that it is recognized we are
approaching a more competitive period of time as far as industry in
foreign countries in relation to our own are concerned, do you think
that over the next few years, with this greater competition, that there
would be need for increased tariffs in certain instances more so than
the proposed 5 percent reduction in order to properly safeguard our
American industry?

Secretary HuRPHREY. I said, Senator, before-and I firmly believe
it-that I think there will have to be adjustments probably both ways.

Senator WILLIA-rS. But in view of the fact that we are approaching
a more competitive period, it could well be upward as well as down-
ward.

Secretary HUMPHREY. It might be, but I would hope that it might
not be so. It would be healthier all the way around if it were not so.
I don't think we know. I don't think anybody knows. I think you
have a new condition that you are facing here in the next few years
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in which nobody has had any experience on which they can definitely
base a firm statement. I think we will learn as we go, and I hope act
wisely.

The CHAIRMNAN. Senator Long.
Senator LONG. Mr. Secretary, in a general sense, not getting into

some specific cases and exceptions that might exist, isn't a tariff really
a subsidy for the industry affected by it? Doesn't it have that effect?

Secretary HUMPHREY. Well, it is quite different, of course, tk1fn a
subsidy. They aren't the same thing. It may operate that way. It
does operate, of course, to limit a supply, but it is quite a different
thing than a subsidy.

Senator LONG. Let's just take no specific case, but just a general
situation where a person is producing a commodity that is to sell for
a dollar and you put a 50-cent tariff on the importation of that same
commodity, doesn't that have the effect of giving him a 50-cent advan-
tage in selling to the market?

Secretary HUMPHIREY. Senator, I think just to express it-and
these things are all so intricate that it is very difficult to make answers
and really cover the field-but just to express it in a rather quick way,
the difference between the subsidy and the tariff is that in the tariff
the user of the product pays the difference; in a subsidy the entire
taxpaying body of the people pay the amount. That is an entirely
different group of people. By and large I personally think it is better
and more effective if protection is required, if something is required,
that it be paid by the users of the product than by the tax-paying
public.

Senator LONG. Where it happens to be a commodity that is used
generally throughout the country

Secretary HUMPHREY. Then there is very little difference.
Senator LONG. There is very little difference.
Secretary HUMPHREY. If it happens to be in relation to the other.

It is pretty hard to get relationships which are the same.
Senator LONG. With respect to a commodity like cement which is

used in large measure by State, local, and Federal governments, and
is also used in one way or another by every individual throughout the
country doesn't it work out in the last analysis to have the same result?

Secretary HUMPHREY. No, it wouldn't be the same, but it is ap-
proaching it.

Senator LONG. It is very similar in its effect, at least let's put it
that way.

Secretary HUMPHREY. It is approaching a similar effect.
Senator LONG. A tariff is usually at least paid by the American

consumer in the last analysis rather than paid by the industry of a
foreign country.

Secretary HUMIPHREY. It is paid by whoever uses it, whoever buys
the things that the tariff is on.

Senator LONG. Insofar as it is our tariff, it is paid by our consumers.
Secretary HUMPHREY. Whoever uses it, that is right.
Senator LONG. Rather than the industry that produces it abroad

and sends it in.
Secretary HuMPHREY. That is right. It comes in at a price. The

tariff itself is paid by the fellow who is sending the goods in, but
that does affect the price level in this country.
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Senator LONG. He is forced, in turn, to pass that along to those who
purchase the product by adding that to his price.

Secretary HUMPHREY. No, he doesn't pass it along. It affects the
price level. It may not affect the price level by the same amount as
the tariff. They are not necessarily identical items at all.

Senator LONG. Otherwise, he would sell it more cheaply within the
country.

Secretary HUMPHREY. That is right. It might affect the total price
level. But they are not interchangeable items by any stretch of the
imagination.

Senator LONG. It has been suggested to me we should try to work
out some scheme whereby we could compensate American industry
which is actually driven out of business by tariff reductions. Have
you given any study or thought to that type of situation?

Secretary HUmPhREY. No, I have not.
Senator LONG. Do you find that there is perhaps some merit to the

idea, if by changing our tariff policy we make it impossible for do-
mestic producers to continue to compete with foreign producers?

Secretary HUMPIREY. I just frankly do not know, Senator. I have
never studied it, so I couldn't express an opinion.

Senator LONG. There is one other point that I would like to con-
sider, although we approach the problems in this bill on a general
level, it seemed to me there is perhaps a need to try to be more specific
in trying to approach these problems on an industry-by-industry
basis. Some of our best customers are the Carribean nations south
of us. Those are very low-wage areas. The banana industry pays
very low wages. Their sugar industries pay very low wages. You
have about 54 countries subsidizing their own sugar production be-
cause they are producing it to maintain a local industry and are pay-
ing a higher price for their own local production. It occurred to
me that perhaps we should try to give consideration to some device
whereby we could give greater consideration to those countries if they
find ways to raise their living standards, although it might reflect
itself in the cost of the product. Does that have any appeal to you
as a possibility?

Secretary HUMPHREY. It is getting more and more complicated. I
don't know. I am just afraid-I think I will put it this way. I
would just be afraid of a generality. There might be somebody who
might think of a specific situation. If they brought it up, that
might be considered.

Senator LONG. It does seem
Secretary IIUPIHREY. I don't know what it would be.
Senator LONG. It seems to me the low-wage standards in those

countries would threaten in the long run the democratic form of gov-
ernments there and would be the type of thing that the Communists
could seize upon to make headway in those countries.

Secretary I-HU31PREY. Well, I don't know.
Senator LONG. That is all. Thank you, Mr. Chairman.
The CHA\IAN. Senator Flanders.
Senator FLANDERS. Mr. Secretary, I have made speeches for recip-

rocal trade treaties for many years. On one notable occasion, Charlie
Taft and I stood on the platform of Constitution Hall before a rather
large audience speaking in favor of the reciprocal trade treaties.
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Unfortunately, I began to listen to myself, and I began to wonder
whether the speaker was sure of what he was talking about, and I
would like to raise with you the same considerations that led to my
difficulty with myself. I am going to do it by a hypothetical case.
That is not in accordance with the practical point-by-point approach
which you have been raising, but it nevertheless was a determining
factor in my case in looking at the matter from a different angle.

Suppose there is a country with a large population, low wages
and a low standard of living, adaptable so far as industrial opera-
tions are concerned, and there are no trade barriers between us and
it. What will be the direction in which our trade relations will go
under these circumstances?

Secretary HUM %PIIREY. You mean if there is nothing done at all?
Senator FLANDERS. If there are no trade barriers. That is the first

hypothetical assumption.
Secretary HUiPHREY. You have to add a lot of things to that. You

have to add how much investment there is available for them to have
tools to work with, what sort of efficient operation and plants they
have, what kind of trained workmen they have-all of those things
enter into it.

Senator FLANDERS. There is no bar to American investment in that
country.

Secretary HUMPHREY. Then you have the matter of how efficient
you can make those workmen, which is also a very important item and
takes quite a lot of time and effort to develop.

Senator FLANDERS. I was thinking at that time of the Chinese who
can be easily trained. Of course, there are now bars between us and
the Chinese. The matter applies in a lesser degree. It isn't entirely
theoretical because it applies in a lesser degree with the Japanese, not
so acutely as it did with the Chinese. But for my own satisfaction, I
must see fairly clearly what the results of that situation are. That is
the end point of this activity: where do we stop going toward that end
point, and what determines the point at which we stop? Those are
the questions I have in mind.

Secretary HUMIPTIREY. Well, Senator, I am no more sure of my con-
viction than you are of yours. I think this is an extremely delicate
field that we are in. That is why I believe that this is a field where
we must proceed, as I have suggested. I don't believe that anyone is
wise enough or experienced enough or has a sufficient breadth of knowl-
edge to come out with any firm generalities and say that is it. I think
you are going to move ahead and we are going to see what goes on and
if we have constantly and firmly in mind in a wise way our own long-
term self-interest, I think that we won't go very far astray. And that
is not short-term or selfish interest, that is for the best of all of this
country.

Senator FLANDERS. Let me say that the point at which I am doubtful
on the statement you have just made is as to whether or not there is
not in almost every case that comes up to us some portion-it may be
a small or it may be a larger portion-of this final dilemma. We have
to take that element into account in almost every situation. So I think
that the consideration of this more or less theoretical change is a useful
exercise.

Secretary HuMPHREY. Just frankly, I have always been afraid my-
self of just practicing theory and following theory around. Tere are
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so many places where practice and theory do not correspond and where
they do not work out, that I have always been afraid of it. I think

you have to-we live in a very practical world-and I think you have
to and should be governed very largely by practical considerations.
You may have an objective, and all that, but you have to meet prac-
tical day-to-day complications and work them out.

Senator FLANDERS. I am afraid that this consideration I have just
mentioned becomes practical in many cases very quickly and very
severely; and that is the point I am trying to make.

Well, I do assert that for the record. I ask that it have your con-
sideration.

On this matter of assisting other countries to have a stronger econ-
omy, it seems to me that while you have emphasized that in your pres-
entation, you have focused on the question of our own ultimate self
interest

Secretary HUMPIREY. Which, of course, involves-
Senator FLANDERS. Yes.
Secretary HUMPJIREY (continuing). A strong economy, particularly

in friendly nations. We are not alone in the world.
Senator FLANDERS. Yes, all right.
Secretary HIImPHREY. One if the things we have to think of in our

own self-interest is the strength of friendly nations elsewhere in the
world.

Senator FLANDERS. Yes.
It seems to me, Mr. Secretary, that particularly in Western Europe

the strength of their economy lies in their own hands. There should
be a customs union extending over the whole of Western Europe, so
that they can have a mass market of their own and that thing we
should constantly impress upon them. We cannot help those effec-
tively who do not help themselves, and that European mass market
is the solution of the problem of the Western European countries.
That is not an original idea with me, as you well know.

Secretary HUMPHREY. It is always easier to settle the other fellow's
problem than it is your own.

Senator FLANDERS. Yes.
Secretary HUMPHREY. But I agree with you. Just you and I sit-

ting here, it certainly looks to us as though a mass market which will
permit mass production by people of that kind would be a very useful
thing for them to have.

Senator FLANDERS. So far as it affects you and me sitting here, it
does set limits on what we would be prepared to do ourselves. If they
are unprepared to do what they should do-we do not stretch our-
selves very far out in that element of our self-interest which relates
to strengthening our friends when our friends will not strengthen
themselves, because I think we more or less quickly arrive under these
conditions at the limits of what will be to our self-interest.

Secretary HUMEPHREY. I agree with you.
Senator FLANDERS. All right.
There is another more serious situation which I think is more

closely connected with the original hypothetical question. and that

is the rising Japanese competition. It is exceedingly important to

us that Japan should be economically strong. We want her to be
economically strong as a member of a group which is incorporated
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in one of our areas of defense. We want her to be economically
strong so that she will not be subject to Communist infiltration.

There is every reason for our wanting Japan to be prosperous and
well organized.

There again I question whether we can go very far in that direction
without upsetting some of our own industries if our means of giving
Japan economic strength is by opening our markets or by not closing
them in some degree. The fundamental economic area in which
Japan should be operating, the Japanese well knew themselves when
they set up that slogan before they entered the war-greater east
Asia coprosperity sphere. It is a magnificent slogan and it was
the truth.

Japan, a food-deficit country, has the countries of southeastern
Asia, which are food-surplus countries. Japan is a manufacturing
country. They are not. It is a natural, a natural combination of
food and industry for the trade through that great east Asia co-
prosperity sphere. And our whole hopes and plans and the exercise
of our economy and military and diplomatic strength in southeast
Asia focuses on the possibility of reviving that natural area of trade
for Japan. It seems to me that is where we must be strong and wise,
and I would hate to see the further opening up, particularly in cer-
tain industries, of Japanese trade with us, even on a stopgap basis.

Somehow they have to do the thing that is natural for them and to
them, and it is going to be a rather serious situation with regard
to many industries in my own area, where they manufacture such
little things as umbrella handles and wooden salad bowls. Those are
not big industries. They are having a great deal of difficulty in com-
peting with the Japanese. The more successful we are in our large-
scale undertakings in southeast Asia, the more successful we will be
without hurt to ourselves.

I am very dubious indeed about going very far with this help of
the Japanese situation on the basis of trade with us.

There is just one other thing. I find myself making statements in-
stead of asking you questions, and I don't want to carry that too far.
When I was engaged in speaking in behalf of the reciprocal trade
treaties, one illustration that I used to use was that there were limits
to protecting American labor, and I would use the situation of raising
bananas. We could erect enormous greenhouses. We could pay for
coal. We could pay for the capital investment in these greenhouses.
We could use our high-grade labor in raising bananas under glass and
put such duties on the importation of bananas from Central America
as should make it profitable to raise bananas that way.

This was the extreme example which, of course, was ridiculous. But
just where do we draw the line? Just where do we draw it? This
lowering of tariff means that we are going to take advantage of
cheaper production abroad and that almost certainly means we are
going to take advantage of cheaper labor abroad.

That was the extreme case, but where do we say that we will not
protect industry and particularly the labor engaged in it? What
sets the limits? Where do we draw the line?

Secretary HUM'HREY-. I think, Senator, that is what I mean when
I say that you can follow theory too far, and that there is no theoretical
line that you can draw, that this is a matter of balance and judg-ment



TRADE AGREEMENTS EXTENSION 99

that must be exercised and continually reviewed in the light of the
facts as they continue to develop. I know of no other way to do it.

Senator FLANDERS. One last question that I will ask, and that is
this: Would you agree with me that lowering tariffs is bound to be
painful to somebody somewhere?

Secretary ILV.tPIIREY. If it results in any effectiveness; yes.
Senator FLANDERS. It is going to be painful and we must not be in

the frame of mind ourselves of thinking it is going to be painless nor
must we, by implication, say it isn't going to hurt anybody. It is
going to hurt somebody.

Secretary HUMPHREY. It is a good deal like the Secretary of the
Treasury. You are going to have somebody mad at you no matter
what you do.

Senator FLANDERiS. The only question is: Is that somebody jus-
tifiably mad. That i. the $C4 question.

Now, I will end by saying that I sent a memorandum to President
Eisenhower via Gov. Sherman Adams, giving some of my doubts on
the reciprocal trade program as a whole. I may say it is my principle
to do this. As a good Republican, an Eisenhower Republican, on all
procedural matters in the Senate, I will be 100 percent Republican.
On matters of legislation where there are questions of principle or
of judgment involved, if they do not seem to me to be important, I
will swallow my intelligence and swallow my conscience and go with
the administration.

Where there seem to be important matters involved, I will explain
my position to the proper authorities in the administration, so there
will be no unpleasant surprises on the floor, and that is what I have
done in this case, and I am not yet ready, Mr. Chairman, to put this
memorandum on the record, because I first want to use it on the floor,
and much may develop between now and then.

But I would, sir, like to hand you a copy of this memorandum which
I sent to the President.

Secretary HUMPIHREY. Thank you very much. Just so you don't
choke on swallowing all these difficult things, I would ju.t like to
point this out to you, that, in my opinion, you have to begin some-
where with this. We are confronted not with a theory, but a prac-
tical problem. We have to begin some place. We are in a world that
is filled with difficult conditions, problems on every side. I don't
think that it is good for this country or for the world for us to go off
on a wide tangent on this subject and take some radical action either
way. I think that the present bill is just as good a place to begin
from as we can have, and if we will start with the present 1II1 and
then use our heads and judgment and work forward from that point,
having in mind, as I have said, one criterion, that that is the best way
to handle an extremely difficult problem that nobody knows very
much about.

Senator FLANDERS. Thank you.
The CHAIRMAN. Senator Barkley.
Senator BARELEY. Senator Flanders' position on important and

unimportant matters is somewhat like the man who said he had been

married for 25 years and never had a disagreement with his wife.

Somebody asked him, "How did it happen?"
He said, "Before we were married, I agreed that after we were mar-

ried on all big matters my word would go and on small matters her
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word would go, and we have been married 25 years and we haven't
had a big matter up yet."

I would like to have put in the record by whoever has it, Mr. Secre-
tary, the countries with whom we have now these reciprocal agree-
ments.

Secretary HUMPHREriY. I haven't it. I will see that it is supplied.
TREASURY DEPARTMENT,
Washington, March 7, 1955.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance,

United States Senate, Washington, D. C.
MY DEAR MR. CHAIRMAN: During my appearance before your committee on

H. R. 1 on March 3, 1955, I was requested by Senator Barkley to supply additional
information with regard to trade agreements existing between the United States
and other countries. A statement on this matter for inclusion in the record is
enclosed.

Very truly yours,
G. M. HUMPHREY,

Secretary of the Treasury.

UNITED STATES TRADE AGREEMENTS

The United States has trade agreement obligations with 32 countries under
the general agreement on tariffs and trade and with 10 countries under other
agreements, making a total of 42 countries in all. These countries are:

GENERAL AGREEMENT

Australia Indonesia
Austria Italy
Belgium Luxembourg
Brazil Netherlands
Burma New Zealand
Canada Nicaragua
Ceylon Norway
Chile Pakistan
Cuba Peru
Denmark Federation of Rhodesia
Dominican Republic and Nyasaland
Finland Sweden
France Turkey
Germany Union of South Africa
Greece United Kingdom
Haiti Uruguay
India

OTHER AGREEMENTS

Argentina Iceland
Ecuador Iran
El Salvador Paraguay
Guatemala Switzerland
Honduras Venezuela

Senator BARKLEY. Thank you very much.
The whole question of tariff policy throughout the history of this

country, it seems to me, has overemphasized the political equation
rather than the economic and scientific. It was because of that fact
in the Taft administration that the Tariff Commission was created
in the first instance. It was strengthened later in the Wilson admin-
istration, and it has been strengthened, and its duties increased from
then on. I was here as was Senator George as members of this com-
mittee when the Tariff Act of 1930 was passed. That act began in
December 1928 when the Ways and Means Committee of the louse
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began to hold hearings on it. It dragged all through the winter and
spring and summer of 1929, came on over to the Senate, and we had
extensive hearings. It finally became enacted, I think, on the 30th day
of June 1930, more than 18 months after it had been initiated in the
House of Representatives. During all that whole period business was
uncertain. It was in suspense. Nobody knew what the rates would
be. It was a sort of a release even to those who opposed it, amongst
whom I was one, to get the thing out of the way and get it on the
statute books, because of the uncertainty it has created in the business
world. Out of that situation I think grew the thought of creating
this reciprocal trade agreement, to get away from the political bicker-
ing and the political log rolling and horse trading that always goes
on in Congress and on the floor of both Houses in dealing with the
specific rates on specific articles of importation. Somebody described
the log rolling and back-scratching process in the Senate rather vividly
by saying that there was so much back scratching that you could see
the blood trickle down the back of the Members of the Senate in this
process of writing tariff law.

So this program originated in 1934 and has been profuse since
with variations of the law, was instituted in the beginning to get
away from that sort of situation.

Now, the House has passed this bill providing the 3-year extention,
practically under the same circumstances, except there are some addi-
tional powers given to the President here in regard to 15-percent
reductions over a period of 3 years, 5 percent a year. But judging
from the mail I am getting about it, you would almost think that
this bill itself provided a 15 percent decrease in tariffs to go into
effect at once. I suppose that witnesses will appear here in opposi-
tion to that power given to the President, and no doubt, witnesses
will be here advocating certain specific amendments with reference
to quotas of tariff rates that may be placed or restrictions of one kind
or another. The committee will have to determine the extent to
which it will indulge in such amendments.

As a practical businessman and as Secretary of the Treasury, I
wouldn't mind having your reaction to that. Do you think it would
be wise to undertake to specify certain products in this legislation
by name, either to fix quotas or to attempt to open up the tariff-
making authority and power of the Congress rather than to confer
this general authority on the President and risk his judgment in
dealing with these specific articles?

Secretary HuMPHREY. I think, Senator, that this is the way to
do it. I think we ought to try it this way and proceed in this way
in an orderly way on a case-by-case basis, as I indicated, and I think,
rather than merely talking about authorizing the President to make
reductions, we might point out that there are limitations-this 5-
percent a year business is really a limitation on the President's power
to reduce tariffs, and I think it is a very proper one.

Senator BARKLEY. There are other provisions in this extension and
in the law that has been in existence for the last. 18 or 20 years now,
with 3- and 1- and 2-year extensions, that authorized him to increase
or decrease tariffs not to exceed 50 percent. Do you regard this 15
percent to be staggered over a period of 3 years as a limitation on his
50 percent power?
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Secretary HUMPHREY. He cannot exceed the new provisions.
Senator BARKLEY. He may do nothing about it or go anywhere from

nothing to 5 each year over a period of 3 years.
Secretary HUiiPHREY. That is right. That is as I understand it.
Senator BARKLEY. Is it possible to deal with -s delicate a thing as

tariffs either by Congress or the Tariff Commission or by the President
on the recommendation of the Tariff Commission without affecting
adversely some particular maybe isolated industry in this country?
If you are seeking an overall benefit for the country and the economy
is as a whole-

Secretary HUMPHREY. It is like almost everything else. There is
hardly any decision you can make in Government that doesn't affect
someone adversely.

Senator BARKLEY. I asked the Assistant Secretary of Agriculture
yesterday a question which he was not quite able to answer. Maybe
you cannot answer it without looking into it.

When I was here before, back during the administration of Mr.
Hoover, I recall his Secretary of Commerce was Mr. Lamont of Chi-
cago, a very able man, and in testifying before a committee of which
1 was a member, he made the statement that the loss of $10 billion of
trade between the United States and any other country or the world at
large would be equal to the loss of a million jobs in the United States.
Would you be able to confirm that?

Secretary HUMNIPItREY. I am not able to confirm that. I think you
asked me that the other day, and I haven't had a chance to look that
up. I cannot confirm it.

Senator BARKLEY. The question you may be in a position to answer is
this. Some 6 or 8 months ago when this matter was up for considera-
tion before this committee on the matter of an extension, my memory
reminds me that some witness stated since the inauguration of this
program that our commerce with the nations with which we had
had these agreements had increased something like 27 percent, whereas
our commerce with other nations with which we had not agreements
had increased only a very small percent. From your records or your
memory, do you know whether that would be substantially true?

Secretary HIUMIPHREY. I cannot comment on that specifically. But
I do think, Senator, that our past experience under the operation of
this law is not very much good as a guide to our future foreign trade.

Senator BARKLEY. War came along and interferred with normal
channels of trade and the economic situation.

Secretary HUMPiHREY. That is right. We have had our competing
countries in a position where they couldn't compete. There were
flat on their backs in many instances. There are a lot of things that
were true in the past that are going to be different in the future. I
don't think the past is very much of a guide.

Senator BARKLEY. Is it not true that the nearer we approach the
normal international trade conditions, the greater might be the benefit
of a such a law as this, and the extension as compared to an abnormal
time when war and economic conditions have interferred with interna-
tional trade.

Secretary HuiuPIhIREY. It is my best judgment that we ought to
try it. Whether this is the best way or not, I don't know. From

my point of view, this is the best way to start that I have heard
suggested, and I believe to begin with, we should begin with this
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and handle it in this sort of a way, viewing these new conditions
that we have to meet as the best way to handle our affairs as we know
them today.

Senator BARKLEY. And the best approach to it is the comparative
benefits to the country as a whole, its total economy and its relation-
ship with other nations both political and economic.

Secretary HUMPHREnY. It is our selfish interest in a broad way not
in a narrow, selfish viewpoint.

Senator BARKLEY. That is all.
The CxHAIRYAN. Senator Malone.
Senator MALONE. Mr. Secretary, first I would like to say that I

think Senator Flanders contributed to the information of this com-
mittee when he said he thought the European nations should band
together in a customs union and try to trade with each other, which
they do not do now. They have barriers between each other. Articles
in Italy can hardly be sold in England. Things produced in England
and France can hardly be sold to Italy.

In 1948 I started to talk about that on the Senate floor. Maybe it
should be a United States of Europe or maybe it is better stated as a
customs union of Europe. That would be a great advantage.

I also think Senator Barkley has contributed something to the com-
mittee in his historical review of the tariff law, and we are all familiar
with the customs prior to 1930, I think, when there might have been
some understanding between Members of Congress, commonly called
log-rolling, but the 19.30 Tariff Act, I will call to the attention of the
junior Senator from Kentucky, ended that method of doing business.
It created the Tariff Commission and put on them the definite re-
sponsibility of establishing, adjusting, continuing the tariff on various
products on the basis of fair and reasonable competition; that is to
say, determine the difference in cost, including the wage standard of
living, taxes, and so forth, in this Nation and the chief competing
nation and recommending that amount to be the tariff.

Therefore, unless the Congress of the United States elected through
a bill regularly introduced and the bill referred to this committee or
another committee for a hearing, there would be no consideration of
any Member of Congress-Senator or Congressman-unless they just
appeared before the Tariff Commission as a witness.

If I am wrong in that, I would like to be corrected by any member
of the committee or by you, Mr. Secretary.

In order to just establish that basis, I will read into the record scc-
tion 336, to which the adjustment of tariffs and duties would revert if
we did not extend, if Congress does not extend, the 19:,4 Tradie
Agreement Act, and it reads:

Equalization of cost of production. Change of classification or duty. In order
to put into force and effect the policy of Congress by this act intended-

and this is the 1930 act that the junior Senator from Kentucky so
ably outlined the history of Congress-
the Commission upon request of the President or by resolution of either or both
Houses of Congress, or upon its own motion or in the jud gment of the Commission
there is good and sufficient reason therefor upon an application of any int, rested
party, shall investigate the difference in cost of production in any domestic
article and any like or similar foreign article.

It goes on to say:
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The Commission is authorized to adopt such reasonable procedures and rules
and regulations it deems necessary to execute the functions under this section
in order to arrive at this flexible duty or tariff.

Under this principle they have adopted such rules and regulations,
and I read further:

The Commission shall report to the President the result of the investigation
and the findings with respect to such differences in cost of production. If the
Commission finds it shown by the investigation that the duties expressly fixed
by statute do not equalize the differences in the cost of production of the domestic
article and the like or similar foreign article when produced in the principal
competing country, the Commission shall specify in its report such increases or
decreases-

this is done on a principle, Mr. Secretary, not under some judgment
of a member of the executive branch of the Government--
in rates of duty expressly fixed by statute, including any necessary change in
classification as it finds shown by the investigation to be necessary to equalize
such differences.

In other words, it doesn't originate in Congress at all, unless by
another bill introduced, and any Senator or Congressman, of course,
would be welcome to be a witness before the Tariff Commission. But
they are operating on a principle laid down by Congress and do not
consider the overall economy as to whether it would be better to do
away with this industry and wait for another industry, and have im-
ports from a cheap labor country so they can get the money to buy the
products of another industry. This is not included as it is in the 1934
Trade Agreements Act.

With that clear, anyone can introduce a bill and I hope, naturally,
Congress can at any time, and it could be assigned to this committee;
they could hold hearings on any special products, such as has been
done on sugar. The Secretary would be familiar with that procedure.

I was very interested in your testimony that it might be necessary to
increase tariffs as well as to reduce them if this situation continues, so

the executive has absolute authority to reduce or increase duties in
any agreement with any foreign nation. Do you, Mr. Secretary, know
of any increases that have been granted any industry under the Trade
Agreements Act in the last 22 years?

Secretary HUrmPHREY. My information doesn't go over any such
period, Senator. I am not familiar with that, I will say that.

Senator MALONE. Did you ever hear of one?
Secretary HumPreny. That doesn't indicate that there has or has

not been one.
Senator MALONE. Did you ever hear of one?
Secretary HUMPHREY. I have not.
Senator MALONE. I think you can take for granted that there have

been none. I was interested in your testimony that it should be a case-
by-case analysis. Did you mean, Mr. Secretary, that there would be
a case-by-case analysis to determine the differential in cost on a fair
and reasonably competitive basis in each case with the tariff estab-
lished in that connection, or did you mean a case-by-case analysis with
the possibility of purchasing friendship with allies for the country in
war and all other factors included?

Secretary HUMPHREY. I meant it on a broader basis.
Senator MALONE. What was this broad basis?
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Secretary HUMPHREY. It may be that the criterion you outlined may
be the final place you will land. I don't know. Whenever any dis-
cretion is granted, the discretionary power is always subject to abuse.
I believe in the state of the world today we should have a little broader
viewpoint of that at least, to see

Senator MALONE. What is this broader viewpoint you would have?
Secretary HUMPHREY. It is the best interest of this country.
Senator MALONE. Name the factors that enter into it.
Secretary HUMPHREY. The best interests of this country, whatever

they may be or however they may be.
Senator MALONE. What are they?
Secretary HUMPHREY, Our security is a very important point.

There may be items of security that would govern some of these things
that would be taken into account where our security might outweigh an
item of cost.

Senator MALONE. Would you give us an example?
Secretary IIUMPHREY. It is hard to think up all the situations that

might occur.
Senator MALONE. Just one.
Secretary HUM1PHREY. There are so many ways in so many places

where our security is involved that I think that that also should be
given the very first consideration.

Senator MAIONE. Give us one example.
Secretary HUMPHREY. I will try to think of one that is very simple.
Senator MALONE. Then I will understand it.
Secretary HUMPHREY. I don't understand it unless it is simple.
Senator MALONE. I will take exception with that, too. Don't hesi-

tate to give us an example.
Secretary HU-MP1HREY. An example of where
Senator MALONE. An example of where in the matter of security

you would cut the duties below the differential between the cost of
living here and other things, like taxes, et cetera, and in the chief
competing nations.

Secretary HUMPHREY. You might have it either way.
Senator MALONE. Let's leave it the way we have been operating.
Secretary HuMPHREY. I will give you a good example. Let's go

back to the original discussion of Senator Kerr in the oil business. I
think it would be most unfortunate if importations of oil from the
Middle East grew in this country to such an extent that we were
entirely dependent upon them for oil-or largely dependent upon them
to the detriment of our own drilling and productive program in this
country.

I think if we got dependent on oil from the Middle East to such
an extent and if war came, it would be impossible for us to carry on our
supply lines, and we might be seriously interfered with. In that event,
I think a criterion of our security might be of great importance.

Senator MALONE. In other words, if that were found true, you would
raise the duties on importations of oil.

Secretary HUMPHREY. I would not like to be dependent in this coun-
try on Middle East production to the detriment of our own and neigh-
boring oil production.

Senator MALONE. I think you are entirely right.
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You know a trade agreement cut the duty on imported oil, so that
this thing that you are talking about did happen. Are you aware that
that trade agreement was made?

Secretary HUMPHREY. I don't think it will do us any good to discuss
the details of the past. I am not informed about the details of the
past action.

Senator MALONE. You brought it up.
Secretary HUMPHREY. You asked me for-
Senator MALONE. After you brought it up I asked you for an

example.
Secretary HUMPHREY. That is a pretty good example.
Senator MALONE. That is a pretty good example.
Secretary HUMPHREY. Yes.
Senator MALONE. You don't know of any time or case where they

raised the tariff rate? They lowered the tariff rate on oil and brought
about the very situation that Senator Kerr is complaining about. I
would say that raising that tariff would be very good. There has been
no indication that that would be done.

Secretary HUMPHREY. I don't know that any of that kind of action
would be required.

Senator MALONE. You can depend upon it that it won't be raised.
Secretary HUMPHREY. I don't know that it will be required.
Senator MALONE. The Senator from Texas can correct me if I am

wrong. They are cutting down to 46 to 47 percent on production there
and in California and other producing States. So we are on the way
of doing the thing that you say would be dangerous. Would you say
that that same situation might be a matter that has occurred in the
minerals that Senator Kerr mentioned?

Secretary HUMPHREY. It might work just the reverse. Senator, I
think there is no use in speculating in detailed cases. I think what you
have to have are the facts to arrive at a reasonable judgment.

Senator MALONE. I have the facts.
Secretary HUMPHREY. You may have them, but I haven't.
Senator MALONE. I will furnish them to you in due time. As a

matter of fact, they have been furnished to you.
In all your testimony you have taken the position that the executive

branch of the Government should have the authority solely to raise or
lower the duty, as the Constitution refers to them, commonly referred
to as tariffs, whenever in its opinion the overall good of the country
concerning the factors of allies, I suppose and friends throughout the
world and the protection of our foreign investments, whenever you
consider in your judgment, the judgment of the executive department,
that that is a good thing to do, and you are in favor of it?

Secretary HUMPHREY. With all of the fact-finding provisions and
the safeguards that are provided.

Senator MALONE. What safeguards are provided?
Secretary HUMPHREY. There is a tremendous study and routine

that is gone through with each decision that is reached.
Senator MALONE. Who makes the study?
Secretary HUMPHREY. Different departments of the Government

who are charged with the responsibility for doing that.
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Senator MALONE. It still is not anything but the sole decision of
the executive department without regard of any study that may be
made by Congress or an agent of Congress.

Secretary HujtirIREY. Finally, as to whether the deteriinatio
the Tariff Commission on the escape clause will be effective, that is up
to the President.

Senator MALONE. In other words
Souretary HUMPIIREY. The President has that power.
Senator MALONE. In other words, the history of the escape clause

shows it is very seldom utilized, but my question is directed to you
that, regardless of any escape clause, regardless of any study made
by the Tariff Commission, the executive department of the Govern-
ment, the President of the United States and, of course, the State
Department has generally been considered the spearhead ii this move-
ment-their decision is final.

Secretary HUMI'IIREY. I don't think you can say it without regard
to the escape clause. I think the escape clause is a very important
provision and the only way that the escape clause determination is
avoided is by an act of the President.

Senator MALONE. In other words, the executive department-
Secretary HuMihRr. The final decision is up to the President.

It finally lands in the President of the United States.
Senator MALONE. Has the final decision to make as a result of that

study.
Secretary IIU1%PIRIRE. The President of the United States has the

authority to make that final decision.
Senator MALONE. The President is part of the Executive, is he not?
Secretary HUMPIREY. That is correct.
Senator MALONE. The final decision, regardless of any study made

by any department other than the Executive Department, rests in the
Executive Department of the Government as to whether or not the
clause will be invoked.

Secretary HUM[PHREY. Yes, sir.
Senator MALONE. Then, I understood you to say, that you think

it is to the advantage to the United State,, of America to have that
particular authority vested in the President of the united States.

Secretary HUM[PinREY. I do, Senator, yes. 1 think that is the way
to proceed with this, to see where we go.

Senator \ALLONI. And he does have the authority, spearheaded,
of course, by the State Department, and that has been tie history
of the whole thing, to re-make the industrial map of the United
States; that is to say, lie can through these trade agreements-
they are really not trade agreements. they are agreements to lower
tariffs, but these agreements can name the industries that are to sur-
vive and those that are to stiffer through these agreements. He can
name those.

Secretary HUMPIIREY. He can determine whether or not the escape
clause decision will be invoked or whether it won't. That is as far
as it goes.

Senator MALONE. I thought we settled that. He is the one that
picks out the industries that he will nake the trade agreement- on
and lower the tariffs or duties on, is lie not?
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Secretary HUMPHREY. Does what?
Senator MALONE. The executive department.
Secretary HUMPHREY. The executive department; yes.
Senator MALONE. Designates the industries where the duties or

tariffs are to be lowered.
Secretary HUMPHREY. And then they have their opportunity for

hearings and determination and if a finding is made, changing that;
the President has the last word to decide that.

Senator MALONE. We settled that. The President of the United
States, I presume, relies very heavily on the State Department, as
long as they are the only one we ever hear of, and maybe you are
consulted at times, but there is nothing referred back to Congress.

Secretary HUMPHREY. That is correct.
Senator MALONE. Executive department first designates the indus-

try upon which the tariff is to be cut, makes the agreement to cut
it whatever amount he cares to, and is the final arbiter at the end under
the act.

Secretary HUMPHREY. In the meantime, of course, there is the hear-
ing before the Commission and then the President is the final arbiter.

Senator MALONE. You haven't changed your answer. The Presi-
dent, the executive department, is the final arbiter.

Secretary HUMPHREY. That is correct.
Senator MALONE. In other words, if in his judgment, the best inter-

est of the United States is served by buying the loyalty of an ally or
building up industries abroad that in his judgment may be beneficial
to the United States in the long run, then he can do it.

Secretary HUMPHREY. That is right.
Senator MILLIKIN. Would you yield just for a moment?
Senator MALONE. Surely.
Senator MaLLIKIN. I remind you that if the President goes beyond

the peril point, he must explain it to Congress for the reason that
Congress retains the final judgment and can override the President if
it wishes to.

Secretary HUMPHREY. That is correct, on a purely peril-point de-
termination.

Senator MILLIKIN. On peril point or anything else.
Secretary HUMPHREY. Congress, of course, can always pass another

law.
Senator MILLIKIN. That is the end point.
Senator MALONE. I understand.
If Congress sees fit not to extend this and it reverts to the Tariff

Commission, an agent of the Congress, on the basis of the 1930 act,
and read into the record today; isn't that correct?

SecretaryHurrn'HREY. I understood you to say that.
Senator MALONE. You know that is the law.
Secretary HUMPHREY. Unless Congress does nothing else. If you

repeal this law, then the previous law is in force.
Senator MALONE. In other words, then the Tariff Commission de-

termines the difference in cost of production, considering our wage
standard of living, taxes, and other factors between this Nation and
the competing nation on each product and recommends that to be the
tariff.

Secretary HUMPHREY. That is right.
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Senator MALONE. That is a principle laid down by Congress.
Secretary HUtIMPHEEY. I understand that.
Senator MALONE. But the principle laid down in the 1934 Trade

Agreement Act is that while all of these things may be considered,
the Executive himself determines what industries, trade agreements
or the agreements of the lower tariffs shall be made, and then, regard-
less of any hearings, is the final arbiter.

Secretary HUtrPHREY. Well, Senator, I think that it is a little
fairer to state exactly what happens and exactly what happens is
that when an agreement of this kind is made, in the first place, you are
protected with peril point provisions and in the second place you have

earings on the escape clause. In the last analysis, if those hearings,
if that determination can be invoked or refused by the President of
the United States

Senator MALONE. That is right. That is the point I want to be
made clear.

Secretary HUMPHREY. After that, if Congress doesn't like it, they,
of course, can act.

Senator MALONE. Congress can act. Congress can do precisely
what it wants right now.

Secretary HUMPHREY. That it right.
Senator MALONE. We all understand that.
Secretary Hu-NMPHREY. I think-let us be perfectly clear about

this
Senator MALONE. All right.
Secretary IIITML'HREY. I think instead of going back to the law, as

you suggest, which fixes an arbitrary determination on the basis of
cost-

Senator MALONE. The principle.
Secretary HuMPHREY. That is right. In view of the state of the

world today, this other way of approaching it is better.
Senator MALONE. In other words, you believe-
Secretary HUMPHmEY. I would rather try it this way than the old

way under present conditions.
Senator MALONE. In other words, you believe that the President of

the United States should be able to destroy any industry in the
United States to the extent that he cares to and build up another one
through imports-destroy it through allowing imports to come in
from a low-wage nation, and you believe that the President should
have that arbitrary power.

Secretary HuMPHREY. If that is to the best interests of the United
States, in its broad best interest, I think that is correct.

Senator MALONE. At the discretion of the President?
Secretary HUTMPHtREY. If it isn't, and he abuses that power, Con-

gress is right there to check him.
Senator MALONE. We hope it is.
Secretary HUMAPHREY. I hope so, too.
Senator MALONE. There is no question but what Congress is the

last resort. Let's discuss the peril point a moment. Just what is the
peril point? How do you understand it?

Secretary HUN[PHREY. What do you mean?
Senator MALONE. How do you understand that the peril point

operates?
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Secretary HUMPHREY. I am not prepared to discuss the details.
Senator MALONE. I will explain it to you. I hope someone will

correct me if I am wrong. The peril point provides that the Tariff
Commission upon the request of the President can determine the point
at which an industry would be imperiled; that is to say, if the tariff
or duty, as the Constitution calls it, were set below a certain point,
that industry would be imperiled. The State Department or the
President-actually it is the State Department or some committee-
may or may not accept the peril point; is that true

Secretary HUMPHREY. I think that is true.
Senator MALONE. If they accept the peril point and make the 3-

year trade agreement on that basis and it remains in full force and
effect until canceled by the President, any time after the agreement
is signed, that nation with which such an agreement has been made
can nullify the trade agreement as far as they are concerned by ma-
nipulation of their money values in terms of the dollar on that par-
ticular commodity or through exchange permits or import permits,
and entirely nullify the trade-agreement provisions.

Secretary HUMPHREY. If they run out on their side, we have the
privilege of disavowing too. It is even-Stephen.

Senator MALONE. That is true. But you cannot change the trade
agreement. Is there any provision in the trade agreement for com-
pensating for it except cancellation ?

Secretary HUMPHREY. I am not prepared to say, Senator. I don't
know.

Senator MALONE. I know of none. I would like to be corrected if
there is any method of compensating for an action on their part.
You can cancel and you have canceled, and you did cancel one with
Mexico on a certain commodity there. There are very few, and they
are very far between. Every nation-of course, that is a broad state-
ment, there may be 1 or 2 exceptions-but almost every nation has done
exactly what I have outlined. They have defeated the object of the
agreement in the first place by manipulation of their currency in
terms of the dollar, the value of it, or by exchange permits or imports,
and nothing has been done about iL

Secretary HrN.rPHRE. Senator, it seems to me that your principal
criticism is as to the administration of the law rather'than as to the
law itself.

Senator MALONE. No, it is not.
Secretary HUM PUlEY. The past administrations-I am not here

defending the past administration or any administration.
Senator MALONE. Or your own administration.
Secretary HIrTTuJJPu,;Y. Or our own administration.
Senator MALONE. Our own administration.
Secretary HUMIPHREY. Our own administration. I am not doing

that. I am assuming that whatever law you have, it should be well
administered.

Senator MALONE. No, that is not my objection to it at all. My objec-
tion is that there is no principle involved. We built this Nation on
a policy of protection of the American workingman and the American
investor on the basis laid down in this law.

The Tariff Commission and the tariff for 75 years have been along
that line, often not well administered, but this law was a good law
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where every day you could adjust it if necessary to compensate for
these factors we are talking about. The Tariff Commission could do
that.

Secretary HUMPHREY. That criterion laid down as to the factors
it could compensate for which did not take into account all of the
factors that might be beneficial to the administration of the United
States

Senator MALONE. It doesn't take into account the factor to allow
the Executive to destroy one industry and build up another.

In 1860 Lincoln said he believed in protection of labor and industry
so as to encourage the development of industrial interests to the whole
country. He wasn't interested in building up one to the advantage
of another. He wasn't interested in building up a foreign nation at
a disadvantage of our own labor and industry.

I will say that the Senator from Nevada is not either.
I understood you to say that one of your reasons for this act is

that you think the American consumer should have the advantage of
low-cost products.

Secretary HUtMIPTIREY. I didn't say that. I said it, was one of the
elements to be taken into account.

Senator MALONE. If you take that into account, that means once
in a while you take advantage of it. In other words, if you have
difference represented in the duty or tariff between this Nation and
the chief competitive nation, a difference in the labor standards,
you would be pretty close to the right tariff; would you not?

Secretary HuTMPhREY. I don't know. I don't know that you can
make a broad statement. I think that is the difference in your think-
ing and mine. The difference in my thinking and yours is that you are
thinking of outlining a fixed program and putting into a straitiacket
that program and saying that is where we ought fo be. Perhaps
under certain conditions and at certain times that is desirable. I
agree with you that basically this should be a government of laws
and not of men. You come to times-and I think we are in times
now, I think we are in a period where we have a terrific prob lem on
our hands here with this foreign trade and our relationships with
the rest of the world, and I think it takes a little broader considera-
tion than that straitjacket at the present time, and I think it is worth-
while to have that broader consideration for the benefit, for the
security of this country and the people in it.

Senator MALONE. You are a businessman and a banker and I will
ask you another question. Do you think that private investments
are encouraged by a law of this kind: that is, a transfer of the con-
stitutional responsibility of Congress to regulate foreign commerce,
trade, and to fix the duties, imposts, excises, which we call tariffs,
to an Executive who at any moment can destroy an investment in
this country by a simple trade agreement?

Secretary HUipirY. When it comes to the security of the coun-
try-there are a lot of ways the President-.Senator MALONE. I am not talking about the security of the country,
I am talking about investments.

Secretary HuTmPnirtY. There are a lot of ways you can hurt an in-
dustry for the security of the country. You can sut down one busi-
ness and build up another where it is required for our security. So
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there is no misunderstanding between us. I think the less discretion
there is in anyone, the better off business people can plan affairs of
their own. The removal of discretion in every possible way where it
is practicable to do it is a very desirable thing to do. I don't think
it can always be done.

Senator MALONE. All this is in the Tariff Act of 1930, which is a
splendid act if it had been used. It was not used because a year and
a half later they passed this act, transferring the constitutional au-
thority of Congress to the Executive. Many %elieve that it is uncon-
stitutional, and there has been suit filed to determine the constitution-
ality of the act, and it is against you. It was filed by a West Virginia
glass company. I hope the depositions will start pretty quickly so
we will hear what you folks have to say.

Again, on the stability of business in this country, do you believe
that either in the oil business or the mineral business or the crockery
business or machine-tool business or glass business, that it is a good
thing for the stability of the investment of this Nation to go without
a principle laid down by Congress and just have a transfer of this
authority to the Executive who may take in any factor just so he him-
self believes that over the ultimate, long-range goal, it will be good for
this country?

Secretary HuMPHREY. Senator, I have answered that same ques-
tion 2 or 3 times.

Senator MALONE. You generally talk quite a while when you answer
it. If you believe in it, say "Yes."

Secretary HUMPHREY. I have said that I believe that the enactment
of this law for the next 3 years is the most desirable step we can take
at the present time and will give us the best opportunity to administer
these affairs over that period.

Senator MALONE. And you do understand that it gives him that
authority and therefore there can be no stability of an investment in
this country in an industry that needs the protection, amounting to
the difference in the wage standard of living and taxes.

Secretary HUMPHREY. I do not agree with your "therefore." I do
not agree that that means there can be no stability. I think there are
many instances in many ways that business can be interfered with
and destroyed. I don't think that means you cannot have business.
The less there are the better, but you have to have some sometimes and
I think it is desirable here.

Senator MALONE. I am against creating another.
In the matter of fuel displacement, if it is displaced by a domestic

product that pays the same wages, nobody has a kick coining. it is
only when it is displaced by a foreign product where the wages are
much less and the taxes are much less and the cost of doing business
is much less that we have this legitimate complaint, wouldn't you
say?

Secretary HUMPHREY. That where what has the legitimate com-
plaint?

Senator MALONE. That we have a legitimate complaint.
Secretary HUMPHREY. Who has? I don't understand who? The

domestic producer?
Senator MALONE. The coal and oil producers.
Secretary HUMPHREY. The domestic producers?
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Senator MALONE. The domestic producers, if any type of fuel has
been displaced by another type that is paying the same wages and
taxes, and so on, have no complaint. If they are displaced by the
lower-cost labor in another nation by importing a fuel that costs
less due to the lesser cost of doing business, they would have a legiti-
mate complaint.

Secretary HUMPHREY. To the extent of the security of the country
being involved, that is something that has to be taken into account.

Senator MALONE. I think you have already answered this. You
think it helps the security of the country to be dependent upon a
foreign nation across a major ocean for any material without which
we cannot fight a war?

Secretary HUMPHREY. I do not.
Senator MALONE. I presume you know that that has been brought

about.
Secretary HUMPHREY. I don't know.
Senator MALONE. You are getting 900,000 tons of manganese an-

nually from India.
Secretary HUMPHREY. We haven't any manganese in this country

that will support us.
Senator MALONE. I thought you didn't want to discuss details.

If you want to go into that, we will.
Secretary HUMPHREY. I will be glad to go into that because I know

about that one.
Senator MALONE. You have broken a very good industry in the West

in manganese by the simple fact that you are importing manganese
from India cheaper than you can get it in a Western State there, and
one of the outstanding mining men of the country is on the rocks,
and his people are on the street because of that fact.

Secretary HUMPHREY. Senator, there is very little manganese in
this country that can be made to ferro grade by any process that is
known, and we cannot possibly in the United States produce ferro
grade manganese to operate this country on. We have to import it
from elsewhere.

Senator MALONE. I would just say in passing that there is enough
manganese in the Western Hemisphere and in this Nation for use
in the foreseeable future, and we don't have to take it from India.

Secretary HUMPHREY. When you are talking about the Western
Hemisphere, that is quite different. That is not this country.

Senator MALONE. That is right. There is enough low-grade man-
ganese in this country to produce a very great part of the manganese
we need here, so that coupled with the stockpile, you can get it.

Secretary HU3PHREY. I am sorry, but there is no way to benefitiate
it sufficiently to make any appreciable amount.

Senator MALONE. Maybe you ought to read a little further in the
research that has been going on recently. I have a high regard for
your ability in this matter because you are connected with certain steel
companies.

Secretary HUMPHREY. That is one thing I have been in, and I know
what I am talking about.

Senator MALONE. You have been Secretary of the Treasury for
about 21/2 years and haven't kept up with it.

Secretary HuMPHREY. That might be.
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Senator MALONE. The manganese situation in the United States
has never been thoroughly understood.

The domestic purchase programs beginning in 1952 and under law
obliged to continue until 1958 have accumulated up to December 31,
1954, 11,727,000 long ton units of manganese. This would be equiva-
lent to some 250,000 tons of manganese ore at 50 percent manganese
content.

During 1954 some 200,000 tons of domestic ore was produced,
based on a 35 percent manganese content. The price for all domestic
ore under the various purchase programs is $2.30 a unit, whereas
the world price at the moment is 87 cents per unit delivered to United
States ports.

The sources from which the domestic purchases are being made at
present in Arizona, New Mexico, Montana, and other Western States
do not constitute the answer to a permanent supply for domestic con-
sumption which during 1954 amounted to 1,700,000 tons of ore. There
is only one deposit in the country which is capable of large produc-
tion-the Three Kids property near Las Vegas, Nev., but the total
reserve is estimated at only 17 million tons. This property is now un-
der operation but under a separate contract from the domestic purchase
programs and at a much lower price.

During 1954 some 2,250,000 tons of ore were imported with India
being the principal supplier, with Africa and Brazil supplying most
of the balance.

The imports of manganese, of course, are directly dependent on the
rise and fall of steel production but each year steel production con-
tinues to rise until 100 million tons a year will be normal. Only 3
or 4 years ago this was considered to be an abnormal production.

There are 3 domestic sources, 2 of which could make us entirely in-
dependent of foreign imports and the third at least one-half. The
first source is in the Cayuna Iron Range in Minnesota where there are
many hundreds of millions of tons of low-grade manganese ore avail-
able and it is quite possible that this figure might run into a fpv billion
tons.

A research job for the recovery of'manganese by the Manganese
Chemicals Corp. is underway at the moment and it looks as if it
might be successful. This would be comparable to the production
of high-grade iron ore from the vast taconite deposits in the Lake
Superior region. Fifteen years ago these deposits were ignored and
the possibility of producing high-grade iron ore was scoffed at.
Today these deposits are being worked on a gigantic scale and at
prices that are fully comparable with the natural raw iron ores.
There is no reason why the same thing could not be done with the low-
grade manganese ores and they would further have the advantage
of iron ore as a byproduct whereas the taconite deposits have no by-
product value.

The second would be the manganese deposits in Maine where it is
estimated there are upward of 200 million tons reserve. There is no
pilot plant or other active research work being done on these de-
posits at the moment; nevertheless, the deposits are of such magni-
tude that serious research work is warranted.

The third possibility is the recovery of manganese from blast fur-
nace slags. It has been estimated that nearly one-half our annual
needs could be met from this source. If it were only one-third it
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would still be a large figure. A pilot plant was constructed by the
Mangaslag Co. but to date for a variety of reasons not much progress
has been made; nevertheless, the idea is a good enough one so that
it should be pursued to a conclusion.

With tariff protection on a fair and equitable basis there is every
reason for believing that this country could be in an entirely inde-
pendent position if the same kind of technical skill and money that
the taconites received were devoted to the Cayuna and Maine de-
posits.

The world's largest and most important manganese deposit is cur-
rently being developed in Amapa, Brazil, north of the Amazon River.
This is being operated by the Bethlehem Steel Co. with money bor-
rowed from the Export-Import Bank. Shipments will begin the
middle of 1956 and it is estimated that high-grade ore of 50 percent
or more manganese content can be delivered at Baltimore for 65 cents
a unit. There still remains however the hazard of ocean shipping in
time of war.

There appears to be some reluctance on the part of the Office of
Defense Mobilization to vigorously 1)ush research and pilot plant
work on the large low-grade manganese deposits in thIs (1)untry.
Every effort should be made to speed up this work so that in the next
emergency we will be ready.

We spent millions of dollars in World War II and the Korean
war in hurried research work which accomplished nothing and at
a time when men and materials were at a premium. If suitable
tariff protection were granted it is believed that private companies
could be induced to take a part in it and if necessary this Nation could
become independent of foreign sources.

You have columbium from Algeria. You are paying the same price
for the columbium there as you pay in Idaho or any other place in
the United States, and therefore you are dependent on an area that
wouldn't be available in time of war.

I could go on with a good many of these minerals and materials. I
was interested in your statement awhile ago about lead and zinc.

I suppose you know about that, too, but we were producing 75 per-
cent of what we used in the United States when we made this trade
agreement. They have cut it to about one-third, each of them.

One of the things that cut it worse than anything else was when
we furnished the money to England to build up a large stockpile, or,
through practically the free-trade setup, they started to import it in
here in 1953 and turned this 16-cent price into a 10-cent price, and
about 90 percent of the deposits of zinc-speaking particularly of
zinc now-went into country rock. It is a 10-cent price or 11-cent
price, and at that price you cannot pay 15 to 18 dollars a day wages,
but you can pay the 50 cents to 1 dollar a day wages in Africa.

We furnished the money to England to buy that stockpile, so it
didn't make any difference what they got from it. If they had to
pay the tariff when it came in and it represented the difference, it
would have been very helpful. Would you agree to that?

Secretary HUxPHREY. That is part of what I testified to right in
the beginning, Senator, when questioned by Senator Kerr. A part
of our difficulty is partly as you outline it and partly because of other
stimulation due to war purchases and expansion
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Senator MALONE. These war purchases were by England with our
money.

Secretary HUMPHREY. There was a great rush to buy lead and zinc
and to stockpile and store it, and then there was a change of opinion
in many places in the world and you had a great disruption in that
industry. That was a temporary thing that no matter what you had
done you would have been a lot of trouble.

Senator MALONE. It is still going on.
Secretary HUMPHREY. But as that temporary thing gets worked

out, you will then get down to a much more normal situation in the
production of lead and zinc throughout the world, and then you will
have to apply whatever the rules are that will be applicable to protect
this country.

Senator MALONE. There is no rule now applicable. In other words,
you have no tariff now that amounts to anything at all, no duty that
amounts to anything, because it has been cut clear below the differen-
tials. I know you made the remark for the first time that I ever
heard an administration official say it, that there might be a raise in
duty, but there has never been any in one of the trade agreements
that I can remember in 22 years.

You cannot get private investments in lead and zinc now. I am
just using that as an example. You cannot get an investment in a
sheep or cattle business because you have no protection. Our great
man down there in FOA advertised the other day for a half-million
dollars worth of hides for 23 producers over in Korea and said that
the world could bid on it.

After I turned loose a release on it he changed that afternoon. But
we didn't take his authority away from him.

There is no tariff on the hides to make up any difference. So the
taxpayers of America take up the slack.

So I merely come back to the question: I know you want to sta-
bilize business in this country worse than anything else. How are
we going to stabilize investment in business in this country when one
man, on his judgment, taking in all the world factors-and you
hardly know how many world factors are taken into consideration,
and some, we think, are taken into consideration that have been out-
moded for a long time--can destroy that business by an executive
order under a trade agreement? How can you do that?

Secretary HUMPHREY. All I can say is what I have said before.
Under present circumstances you have elasticity that permit read-
justments which can be made.

Senator MALONE. Why don't we give the Tariff Commission the
elasticity ?

SecretaryHuMnHREY. I have answered that.
Senator MALONE. On a principle.
Secretary HUMPHREY. I have answered that one, too. I don't think

you can do it with the elasticity that is required in the straitjacket
that will be laid down for the Tariff Commission to operate.

Senator MALONE. You just do not believe in the principle I read
in the law.

Secretary HUMPHREY. Not for the present. Whether we will get
to that, I don't know. Not for the present.

Senator MALONE. You know that there have been probably 500
industries badly injured. I will name 2 or 3 or 4. You know that
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IT machine tools are facing a terrific competitive market. Crockery.
Glassware is on the way out. Minerals are on the way out. There are
very few mining operations in the United States today that do not
have Government subsidies in one way or another. I know you guar-
antee their price or subsidize them through short-term amortizations
-or lend them the money.

Secretary HUMPHREY. I don't think short-term amortization is a
subsidy. That is not for normal business, at all. The purpose of
that was to greatly stimulate an uneconomic production. That is
what it was for, to stimulate an uneconomic production, a production
greater than the economy demanded.

Senator MALONE. Is that an uneconomic production of copper in
Nevada?

Secretary HUMPHREY. They don't produce more than the United
States consumes. They were put in for the purpose of getting the
production higher because of the Korean incident.

Senator MALONE. If you applied the tariff
Secretary HUMIPHREY. This was a war measure you are talking

about now.
Senator MALONE. What is that?
Secretary HUMNPHREY. That is a war measure, rapid production

was a war measure. It was dreamed up as a method of increasing
production.

Senator MALONE. Is there a war now?
Secretary HUMPHREY. No. That is the reason it was put in.
Senator MALONE. You are still using it.
Secretary HUMPHREY. It is only being used today and only should

be used today in those cases where materials are required for mili-
tary purposes for our security, that we have not insufficient abundance.

Senator MALONE. I thought you just said the oplmsite a while ago,
to produce more than necessary for the market.

Secretary HTUMPHREY. For security. It was for war measures.
That is the only reason for using it today. It should be limited to
those things we are short of in the event of war.

Senator MALONE. I give you this information. If you let the 1930
Tariff Act take over in the case of these minerals, you won't have to put
any of it in. You will get the money in the business and be protected.

Secretary HUn'IHREY. I don't believe, Senator, you can make as
broad a statement as that. I don't believe it is true. There are some
minings in this country, no matter how much tariff you have, you
,ouldn't get.

Senator MALONE. It may be a little too broad a statement. You do
not need to come to the Government and borrow money from the Gov-
ernment, and if the industry loses it, the Government loses the money.
You are doing that right and left just the same as you did during thie
war.

Secretary H-mnmEY. In what regard? If we can save a little
money, I would like to.

Senator MALONE. I don't know whether you can save any or not.
You are doing it in some of these minerals. You are advancing money
to those industries that could be in business for themselves if you just
had the principle adopted which existed under the 1930 Tariff Act. I
don't think you can save any money
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Secretary HUMIPHREY. I think we are doing our very best to limit
the use of rapid amortization only to those places where we have war
shortages.

Senator MALONE. By insisting on the executive having the right to
destroy an industry whenever they want to, you are promoting Gov-
ernment money into business. That is the only kind of money that
will go into business.

The saying has been for 20 years you must have the Government
as a partner to be able to get into business.

Secretary HUMPHREY. Don't you think you are getting a little too
broad? Last year we had $25 billion of private money that went into
business expansion in America. I think when you say there isn't any
money for business, that is a little bit strong.

Senator MALONE. I didn't say that. I said in certain industries that
are subject to duty protection, there is a very great hesitancy to put
money in them right now unless the Government is interested in some
way.

Secretary HUmiPHREY. That may be true, that in a few cases that
happens, but the great majority of cases are on their own.

Senator MALONE. If you reduce the tariff, Mr. Secretary, any amount
at all, or the duty, if it does correctly represent that differential as
outlined in the 1930 tariff law, if you reduce it 2 percent below that
differential, it is necessary either to reduce the wages or write off
the investment for that 2 percent reduction in costs or go out of busi-
ness ; isn't it?

Secretary HUMfPHIREY. Well, you see, Senator, you have drawn a
very fine line between the maintenance of uneconomic production that
would be stimulated by competition to reduce costs and a point beyond
which it is impossible to do it.

Senator MALONE. You know the Tariff Commission has that au-
thority, don't you?

Secretary HUMPIREY. You have a very fine line. None of us do the
very best we can unless we have some pretty sharp prod making us
do it.

Senator MALONE. We have domestic competition.
Secretary HUMPHREY. And you need some real competition in order

to do it.
Senator MALONE. You mean, you need low-wage competition from

foreign nations to stimulate our production here?
Secretary HUMIPHREY. I don't think so.
Senator MALONE. What did you mean by that?
Secretary HUIPHREY. You need competition to spur you on.
Senator MALONE. Foreign competition?
Secretary HUMPHREY. I think some foreign competition.
Senator MALONE. Low-wage competition?
Secretary HUMPHREY. To offset wage differential. There may be

other things that will do that. There are a lot of things to take into
account. It isn't just wages.

Senator MALONE. Give us an example.
Secretary HUMPIPHREY. What?
Senator MALONE. Give us an example.
Secretary HUmPHREY. Take your own very remarks just a minute

ago about copper, for instance. There isn't any copper in this country
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that can compete in cost with Belgian Congo copper. That is not
because of wages. That is because of the ore in the ground.

Senator MALONE. It just happened I came back recently from Chile,
and I went to the newest plant in the world, in northern Chile. I
would like to readjust my estimates, but I think there are about 250
Americans they have there out of about 12,000 employees. To Amer-
icans they pay the wages they pay here, or a little more. They are the
superintendents and the foremen and the ones who train the workers.
The workers themselves, in the form of dollars, get a very low wage.
But after a few months they are almost comparable in production to
an American working in the shop.

So American machinery and American know-how goes anywhere
in the world. It is true that in some places there are higher grades
than others. But if you have a tariff that represents that difference in
wage, standard of living, and taxes, and cost of doing business here
and in the competing country, you still have competition, but you only
get it when you need the copper, and then you stimulate other pro-
duction in this country. You will never get another independent com-
pany going into the copper business here as long as you have free
trade, or any other business, simply because it cannot be manipulated
between the cost there, the production there, and the production here.

As in a gas war, when one of thenigoes out of business, then you pay
through the nose. Copper prices were just raised the other day. That
may be entirely justified. But there is no competition. Many times I
have been told that there are no other copper deposits in the United
States.

As you say, there is one about a hundred miles out of Reno, and I
know of a good many more. When they began to develop it, they got
the short-term amortization and guaranteed price per unit, and it is
in production. I would like to get away from that and help you save
some money.

Mr. Secretary, would you subscribe to the suggestion that has come
out of the State Department a good many times, that when these in-
dustries do go out of production and the jobs disappear, Congress ap-
propriate money and compensate the workers through unemployment
insurance, and the investors through making up part of their invest-
ments in some way?

Secretary HUMPHREY. I was asked that earlier.
Senator MALONE. I missed it. I am sorry.
Secretary HUMiPHIREY. I said I didn't want to comment on any gen-

erality about it, and I have never heard of or seen a plan that seemed
to me that was very appropriate.

Senator M.ALoNE. I never did, either. I thought I would ask you
because-

Secretary HUMPHtREY. That doesn't mean that there may not be
one.

Senator MALONE. It has been suggested. Of course, it may be neces-
sary. We have Mr. Reuther down here, who is the head of a great
labor organization and now has joined another labor organizations.
He is for free trade and higher unemployment insurance, and a good
many other things for increasing employment and for a higher rate
of payment for unemployment.

Do you agree with that thought?
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Secretary HUMPHREY. Again, I don't think I can comment on gen-
eralities regarding people's statements. It is pretty hard to do that,
you know, intelligently.

Senator MALONE. Mr. Secretary, there are many other ramifica-
tions to this thing. For example, based on this act, there is the
General Agreement on Tariffs and Trade, based on an act that was
entered into at the same time that that came in, 3 or 4 years ago,
based on this act, the State Department having jurisdiction.

Then there was the International Materials Conference organized
by the State Department solely and surreptitiously financed by them
after this Congress had turned down the International Trade Organ-
ization, all designed for several nations to sit down and divide the
markets of the world.

Secretary HurIPIIREY. And do what?
Senator MALONE. Divide the markets of the world, with ours in

the pot, on the basis, they say, of entitlements for consumption. Have
you ever heard of that term?

Secretary HUMPHREY. I never heard it.
Sm1lator ALONt. I have heard it, and I have labored with it for

several years and I have never quite arrived at what it means, except
that it can only mean one thing, and that is on the basis of population.

Recently we have the spectacle of the United Nations, through its
Assembly, passing a resolution-'with us not voting for it, I am glad
to report to you-following a hearing we had, but still they claim we
are bound by it. Whatever nations are in it, and there are about
30 in it now, the rest of them will come in if we are bound.

That group is to do the same thing, estimate consumption and
production, and divide it on this entitlements for consumption basis.

Since all these grandiose worldwide socialistic schemes are based
on this act they can only be carried out as long as this 1934 Trade
Agreements Act is a law. In other words, if it reverts to the Tariff
Commission and we fix the tariffs on our production as already out-
lined by the 1930 Tariff Act which has been made a part of this
record, whatever they do would have no force and effect; but when
we have this authority in the State Department it could have much
force and effect.

Have you ever studied the ramifications and the effect of this act
in that regard?

Secretary HUMPiIREY. No, I never have.
Senator MALONE. I don't want to give you any advice, but I would

like to make a suggestion that you look into it.
Secretary HUMPHREY. Fine. Thank you.
Senator MALONE. I think that is all, Mr. Chairman.
The CHAIRMAN. Senator Carlson?
Senator CARLSON. Mr. Secretary, in your response to a question of

Senator Barkley's, the Senator from Kentucky, I inferred from your
answer that you would be opposed to import quotas on commodities to
be established by the Congress.

Secretary HUMPIREY. I think, Senator, that import quotas are to be
avoided if they possibly can. I am not sure that they absolutely can
be avoided, but I think they are about the last thing to use, if you can
avoid it.

Of course, we have them and use them agricultuirally, on agricl,-
tural products, but they are difficult of enforcement, and they are
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difficult to put in. So i would try to avoid them jn every possible
way unless there is no other method of accomplishing a proper
purpose.

Senator CARLSON. I believe you also stated that you were a member
of a committee that the President appointed last June, and made
your report on energy supplies and resources policy.

Secretary HUMPIREY. That is correct.
Senator CARLSON. In that report, did you not recommend that there

be a limitation on the imports of oil, based on the averages for 1954?
Secretary HUMPHREY. We did.
Senator CARLSON. Now, may I ask you this question: What appro-

priate action do you expect to be taken to carry that into effect unless
Congress or someone acts on it?

Secretary HUMPHREY. It may work all right just by itself. The
conditions may be such that it will work itself out. If, so, it will be
very desirable to have it do that.

If not, some program will have to be presented to the Congress, and
I would not want to undertake at this time to say what that program
will have to be, until we have some further experience.

Senator (.RLSON. I noticed in the report that you had hoped there
would be a holding of the line, and I assume that is what you have
reference to now.

Secretary I1 Al I'iI REY. That is correct. I think the report says that
we hope it will be worked out by independent, voluntary action,
which can easily be aCCOml islied in view of the very accurate statis-
tics that are kept and the availability of those statistics to everyone
concerned.

If it develops that it works that way, it will be fine. If it doesn't
develop that it works tlt way, we will have to give further conisid-
eration to what will have to he (lone.

Senator ('AILSON. I ant in accord with that. I am discouraged on
what has been happening in the past few years, the importation on
a percentage basis, based on domestic production for 19.54 will be 16.6
percent, and the present iniportations in 1955 on the present basis
of imports, based on domestic production, is ruling 19 percent.

Secretary HUMPHREY. I don't think, Senator, that you want to in
any of these things take too short a period. You have had an ex-
tremely cold wave go through most of the country here, and particu-
larly in the eastern seaboard, in the last few months-January and
February of this year which have been some degrees colder in tem-
perature than they were, and a few degrees in teml)erature can make
a great difference.

I think just because January and February have been different, I
don't think that indicates that the year will be any different or need
be any different. I think the period that you are considering is too
short to get an appropriate viewpoint.

Senator CARLSON. Mr. Secretary, I don't want to belabor the point,
but we have increased these imports from 300,000 barrels just a few
years ago to an average last year of 1,054,000 barrels.

Secretary HUmpPHREY. That is right.
Senator CARLSON. There are some of us who have been concerned

about this for some years. As a matter of fact, I sponsored legisla-
tion last year limiting to 10 percent production, and I expect to co-
sponsor some legislation this year limiting it on the theory that some-
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thing must be done. I am in accord with you that I hope it can be
worked out by agreement, so we don't have to do it.

Unless there is some effort made by some people or by the Govern-
ment itself to limit these imports, I am somewhat concerned. I will
have to say, frankly, that I will have to insist on some limitation un-
less we can have some assurance that appropriate action will be taken
to hold the line.

Secretary HUMPHREY. I think I can agree with you pretty well all
the way. I don't think any one of us can say anybody knew the exact
figure that should be taken, but within limits there should be some-
thing done, and it should be done.

Whether you are correct at 10 percent or whether last year's figure
is the correct one or not, I will not argue with you. We thought after
all the study we could make that last year's was appropriate. I think
you and I can both agree that some figure is appropriate.

Senator CARLSON. I want to commend the Secretary as a member
of the Commission, and the Commission, for taking, for the first time,
a definite stand on this, because I think it is something that needs some
consideration, and I want to commend him for doing it.

Secretary HUMPHREY. I would like to say this; it is out of place
here, I think: We have an industrial economy. Our industrial econ-
omy has been the source of winning two wars, and that is our main
hope for the future, for our security and our protection, and an indus-
trial economy cannot exist without an appropriate fuel base.

Senator CARLSON. Once again I thoroughly agree with you, Mr.
Secretary. I think that is a very good statement and one that I have
argued for some past years, and as far as the oil industry was con-
cerned, not only from an industrial production standpoint but a de-
fense standpoint.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Bennett.
Senator BENNETr. Mr. Secretary, this has been a long morning, and

I am not going to prolong it, but there is one little point I would like
to clear up with you.

There was passage of words rather earlier in your testimony, in
which you expressed the feeling that the President should be left
with the ultimate responsibility for decision in peril-point and escape-
clause cases because he had access to more information than was avail-
able to the Tariff Commission. That was the impression that I got
from your testimony. Certainly, at that time T did not know the
exact language that affects that in the law, but I think we should get
it into the record.

Section 334 requires all departments of the Government to supply
not only information but, where necessary, to detail employees to the
Tariff Commission to supply them with any information, and that
includes, specifically mentioned, the Treasury Department, the De-
partment of Commerce, the Federal Trade Commission. Then it
says:
or any other departments or independent establishments of the Government shall
cooperate fully with the Commission to the purpose of aiding and assisting
in its work, and when directed by the President, shall furnish to the Commission
on its request all records, papers, and information in their possession.

Itsays:
when requested by the President-
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but I cannot assume that the President would forbid any of his execu-
tive agencies-

Secretary HUMPHREY. I think the only difficulty is this: We are in
this condition in the world, with a cold war, or whatever you want to
call it-it certainly is not war and it certainly is not what you and I
would like to look forward to and consider for the rest of our lives,
as peace. Our security is a highly important element in our daily

44 existence today. The President knows more about that than any other
4~ one person, and I doubt very much if all of the elements involved in

our security would appropriately be disclosed to a Tariff Commission.
Senator BENNETr. That, of course, is a question for which I don't

have the answer, but under the law, apparently, there are exceptions.
Of course, we are talking in a sense about a double problem.

The Tariff Commission problem is the finding of the facts. So to
the extent that there are facts available, I cannot see that any of
them should be witheld from the Tariff Commission.

Then there is the final question of judgment, and one of the points
that will be considered before we get through with this legislation
is whether the President should be left with that judgment or whether
it should be brought back to the Congress without allowing the Presi-
dent the opportunity to exercise it in the meantime.

I appreciate the chance to straighten this much of the record that
the Tariff Commission is empowered to use the resources of all of the
other agencies of Government before it arrives at the finding of fact.

Senator LONG. May I ask one further question?
The CHAIRMAN. Senator Long.
Senator LONG. I read a story in a newspaper about a billion-dollar

windfall or something of that sort in last year's tax bill. Did you see
that story?

Secretary HU3MPHREY. I saw it, yes.
Senator LONG. Do you know anything about that matter?
Secretary HUMPHREY. Yes, I know a lot about it.
Senator LONG. Could you give us your estimate of the loss?
Secretatry HUMIPHREY. It has been tremendously exaggerated.
Senator GEORGE. What is it, Mr. Secretary? I saw the story, but

couldn't get it.
Secretary HUPHREY. It has to do, Senator George, with chang-

ing reserves on an accrual basis, and accruing certain items. There
are no accurate figures on it because there are certain items that have
been accrued right along, and other items that the new law per-
mitted to go on to an accrual basis. So it is impossible to get exactly
accurate figures. We are and have been-your staff and the Ways and
Means Committee staff and our staff-congnizant of this for a long
time, several weeks. We have been studying it very carefully and
it is one of the very few things that we are going to come back here
to ask for corrected measures on in the new tax law.

As we have advised you gentlemen, we are making up a series of
corrections. Some of them are simply verbal. Some of them are
minor. As you will remember, we had another important one that
you did pass on and correct.

In the doing of as big a job as this, some discrepancies can occur
which you only learn about in practice. As fast as you learn them

59884--55-pt. 1-9
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in practice, we are coming back here and asking for correction. That
is one we will be back with.

The CHAIRMAN. Can there be retroactive action so there won't be
any loss?

Secretary HUMPHREY. Yes, I think so, so as to cover it for the full
year.

The CHAIRMAN. You don't think there will be any loss if you make
it retroactive?

Secretary HUMPHREY. Well, we will check that and see. We will
try to stop anything that was not intended, and the exact way of doing
it, we are not quite yet prepared to say, but we will be back with some-
thing for you gentlemen to consider on that subject.

Senator LONG. Do you have any present estimate on what the loss
miqht have been under that particular section?

Secretary HUMPHREY. No, I cannot tell you exactly for the reason
I stated. You cannot take all accrual items because all accrual items
are not involved. So the study is going on to see what it is. It is
not anywhere near a billion dollars or anything like that.

Senator LONG. You would recommend that we have some sort of
retroactive action to close what you believe might be an inadvertent
loophole?

Secretary HUMPHREY. An inadvertent loophole, yes.
Senator GEORGE. It is largely procedural, isn't it?
Secretary HUMPHREY. Yes. It is largely procedural.
Senator GEORGE. It can be corrected and made retroactive.
Secretary HUMPHREY. That is correct. That is one of the things we

will lay before you.
Senator LONG. Mr. Chairman, if there is no objection on the part of

the committee, this need not appear in this particular record because
it is irrelevant to this particular bill.

The CHAIRMAN. Thank you very much. You have been a very
frank witness and you have illuminated the subject.

There are two other witnesses-Mr. Wilson Secretary of Defense,
and Mr. Mitchell, Secretary of Labor. The hair is informed that
these two gentlemen cannot be here tomorrow morning because there
is a meeting of the Cabinet. So we will proceed, and I hope the com-
mittee will not ask repetitious questions. We can soon conclude.

We have with us Mr. Charles E. Wilson, Secretary of Defense.

STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF DE-
FENSE, ACCOMPANIED BY CAPT. W. B. THORP, USN (RETIRED)

Secretary WILSON. Mr. Chairman and members of the committee,
I have a short statement which I would like to read into the record.

I am glad to have this chance to appear before your committee
in support of the bill to extend the Trade Agreements Act. All too
often when we make an assessment of friendly sources of strength in
the world, particularly of the military posture of friendly countries
and the efforts which they may be able to put forth in case of emer-
gency, we forget the economic factors on which a position of military
strength must be based. We are not so prone to do this when we as-
sess our own military capabilities and sources of strength.

When I appeared before the House Ways and Means Committee, on
January 18, I went into some detail in order to explain why the De-
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partment of Defense believes that the extension of the Trade Agree-
ments Act and liberal commercial policies would help in achieving
Department of Defense objectives. I also stated how necessary it
is that free countries should be in good economic health in order to
combat the spread of communism. I do not wish to be repetitive in
this statement, but I would like to reemphasize my views in this mat-
ter.

The Department of Defense hopes that this proposed foreign eco-
nomic policy will assist in achieving the following important ob-
jectives:

(1) To increase and improve the productive capacity available in
this country to meet the requirements of an expanding economy as
well as to meet the needs of an all-out emergency. It should also in-
crease and improve the productive capacity in the friendly nations
who are allied with us for these same purposes. Such productive
capacity in other nations will obviate the necessity for the long ocean
haul of tremendous quantities of the products which are subject to
high consumption during a war, such as ammunition. It also dis-
perses our total combined productive capacity and lessens the possi-
bility of having a single source destroyed or denied to one ally tempo-
rarily.

(2) To make available to this country and to our allies the assur-
ance of a sufficient quantity of strategic critical materials to meet the
requirements of an expanding economy as well as to meet the needs of
an all-out emergency. We in this country are dependent to some de-
gree upon many parts of the world for some materials just as other
parts of the world are dependent upon us for certain items which we
produce.

(3) To improve the economy of our allies as much as possible as
well as the economy of our own and thus strengthen the free world.
The success of any nation in combating communism within its borders
in peacetime and of maintaining a strong military potential depends
upon a healthy economy which will discourage any growth of com-
munism.

(4) To properly control in the interest of the free world the trade
with the nations behind the Iron Curtain. We must be ever conscious
of the buildup of the industrial potential behind the Iron Curtain
which might be used in an all-out military effort on their part. We
hope to deny, through controls, trade in strategic items to the Com-
munist bloc until it is clear to the free world that through a change
in attitude on the part of the Communists that such materials will not
be used to build up a powerful military machine for aggression against
the free world.

Trade in carefully screened nonstrategic items with the Communist
bloc may at some time help to promote some basic understandings that
will ultimately contribute to peace in the world. Trade is even more
important to many nations than it is to the United States and control
of trade in even strategic items on a free world basis will be difficult
unless markets for trade in nonstrategic items are broadened including
as large a market as possible in the United States.

(5) To promote world trade as a means and a reason for keeping
the essential sealanes and routes of commerce open to us and our allies
and thus build a merchant marine useful in peacetime but vital to the
nations of the free world in an emergency.
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The United States has military agreements or commitments or in-
terests of one kind or another in Western Europe; the Western Hemi-
sphere; and the Near, Middle, and Far East, including southeast Asia.
This is a global military interest and it must be supported by economic
strength in the countries involved. One of the ways to achieve this
support is to reduce trade barriers to the extent practicable and to
eliminate artificial trade restrictions. When I say this, I mean that
it should be a mutual, reciprocal reduction and be on a gradual basis
so as not to upset the economy of our Nation or of any other nation.

The stronger our allies are economically and militarily the better
for both them and ourselves. The final showdown between the free
world and the Communist world may not be a military one. We hope
not. It could very well be in the economic, political, and propaganda
areas. We, of course, firmly believe that our free system is the best
and will ultimately prevail. This may not be so readily apparent to
some of the less fortunate nations of the world who have not had 175
years of freedom as we have had.

I believe that the passage of H. R. 1, extending the Trade Agree-
ments Act, will prove to be an important step in our efforts to
strengthen the free world both in a military, economic and psycho-
loical sense.

';fhe CMKRmUAN. Thank you very much, Mr. Wilson.
Any questions by members of the committee?
Senator MALONE. I would like to ask a couple of questions and to

make them just as brief as possible.
The CHAIRMAN. Senator Malone.
Senator IALONE. Mr. Secretary, many of us believe that you are

really trying to do a good job and any questions we ask you, just as
in the case of Secretary Humphrey, are to clarify the record and
our position on this very important matter.

I was interested in the statement you made not long ago that we
should ship the surplus butter to Russia. I thought you might clarify
that statement. I did not comment on it at the time, but I did when
another administration suggested it about a year and a half before.

Secretary WILSON. In the discussion before the committee of the
House, I mentioned the trade in nonstrategic items, and someone asked
me what was a good example of a nonstrategic item, and I said butter,
thinking I was pretty safe on that subject.

He said, "would you trade butter with the Russians for man-
ganese?"

I said, "Yes, I would."
The simple reason is that I considered we gained importantly on

that kind of trade. We have the butter. We don't know what to do
with it. Certainly we could use or stockpile the manganese. The
butter gets rancid when we keep it too long, while tie manganese
will last forever.

It is not only a question of what we trade with the Russians and
with China, but we have been trying to get our allies to subscribe to
certain restrictions. It is more important to them actually to trade
in many cases than it is to our country. Japan and Britain, for in-
stance, where they cannot grow in their own territiory enough food
to support the population, where they have limited natural resources-
the resources on the island of Britain are anthracite coal and maybe
a little limestone, and not much else, maybe a little tin in the old miies
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in Wales. The Japanese haven't got the iron ore and the coal that
they need. They bave to trade with somebody.

They are already trading on items that we hesitate to say are the
ones that we want our country to sell abroad. So I think it is a very
reasonable thing.

I notice the Russians didn't like it. They commented ol it. They
said [ was trying to get strategic material for nonstrategic material.
That is my explanation of it. If you are going to trade with them
for anything, I think that is as good as anything you can mention.

If you want to say you are going to draw a line and you are not going
to trade at all, that is an impossible one for us to police except for our
own country. We can tell our nationals that they cannot trade, but
there is a considerable trading going on with China and Russia, and
we are doing our best to see that the trade is held down to where the
ban isn't on just specifically military items, but it is a difficult one.

So I was just-explaining it as best I could.
Senator MALONE. I am glad to have it, Mr. Secretary. You proba-

bly know that since the end of World War II, the 17 Marshall plan
countries have traded almost without stint with Russia and the Iron
Curtain countries. In 1949 I put 96 trade treaties into the record
that they then had with the Soviet Union and the Iron Curtain
countries, shipping them everything they needed to fight a war. The
Wherry-Malone-Kern resolution at that time stopped our giving
money or goods to any nation trading with them. When the battle
Act came along all the advertising and propaganda was to the effect
that it would stop it, but it repealed the only resolution that did stop
it, and left it in the hands of the Presideit, and it has never been
stopped. They are trading now with them and with Communist
China, and they have recognized Communist China, as of course you
know.

You know, too, that any material you give a nation preparing for
war, whether it is shirt buttons or butter, is a war material.

Secretary WILsoN. The question there is whether you gain more
than you lose on the exchange. This a barter business. It isn't sell-
ing them something on credit that they need. I didn't even say we
would take gold back that we would bury in the ground. I said some-
thing that would be to our advantage.

Senator MALONE. Let's see if it is. You take a material from
Russia: manganese. That was proposed by Harry Dexter White in
1945, that we loan them $10 billion to get started in the materials
because we were practically out of tungsten and manganese and oil and
the rest of the materials that we actually have more of now than we
had before the First World War.

Morganthau sent the memorandum to the President. The President
released the statement to the country that the policy of the Nation
was to save our materials and buy them from foreign countries, and
that was the basis of continuing the have-not set of concepts.

If the $10 billion had been loaned them and we had bought all the
manganese from there, we would have no source of manganese at all,
other than from there and, of course, we would be entirely in their
power. We are almost in the power of India anyhow, which is the
next most dangerous one.

Secretary WILsON. I don't want to differ with you. I don't think
we are in the power of India. We have manganese stockpiled. There
are other places we get it besides India. They happen to have good
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manganese at a low price. We have to buy some from someplace.
But that is one of the items that can be stockpiled and is being stock-
piled, and our steel industry would not have to expand in a war.

ctually, the peacetime uses of steel in this country are much greater
than the wartime requirements would be for steel, because, if you
would have the people to produce your military items, you would have
to stop the production of other things like automobiles, as was done in
World War II.

The net result of it is a decrease in steel requirements. Most people
do not quite realize that that is so. The simple reason why it is so is
that the military items take a great deal more labor. They haven't
been developed through the years for low-cost production. They
don't use a lot of stampings and things like that. So you don't need to
fear with a stockpile of manganese, that the requirements would be
something that would limit our ability to defend ourselves. It isn't
something that you need 3 times as much or 5 times as much of in
your war production as you do in your peace production.

Senator MALONE. I understand that thoroughly, Mr. Secretary.
Are you finished now with that?

Secretary WILSON. Yes, sir.
Senator MALONE. Then I will finish my statement that I was about

to make, and that is: When you get a material from a country in some
amount, you cannot put it all in a stockpile. A stockpile can be dis-
tributed to private industry under certain conditions under the law,
and has been before now, and has broken the market.

If you are dependent on that source, and if you get any principal
amount you become dependent to that extent, then it tends to retard in-
vestments in that industry in this country and elsewhere where it
might be available during the war (and it could be in the Western
Hemisphere or anyplace) and to that extent, it is very harmful to the
future of the country and its national defense. In other words, in
free trade, there are three things accomplished. It jeopardizes the
employment among the workingmen of the country. It jeopardizes
the investments. And it jeopardizes, in the very way you describe, our
ability to defend ourselves.

There are other materials besides manganese in the same category.
I wanted your explanation and from your standpoint it is clear in the
record, and I appreciate it.

I wanted to ask you if you do believe that the constitutionality of
the principle of transferring to the executive branch of the Govern-
ment the constitutional responsibility that rests in Congress, which
was done in the 1934 Trade Agreements Act, will be determined in the
courts. The suit has been filed. But is it a good idea to take away
from the agent of Congress, the Tariff Commission, and put in the
hands of an executive (whether or not it is the State Department,
which it really has always been, although theoretically in the hands
of the President) the power to make the final decision of whether or
not to destroy a domestic industry by building up imports in that
industry, so that theoretically you might sell more of another product ?

Secretary W11SON. I will try to answer that question as best I can.
I think the limitations of the proposed law are such that-5 per-

cent a year isn't going to suddenly destroy any industry. I can t
imagine the President of the United States destroying an industry.
I don't know who is in a better position to judge the interest of all
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the people than the President. I would have felt the same way about
the former President as I do about the present one.

I don't think either one of them wants to destroy our country. I
haven't any fear on that score whatsoever. The President is respon-
sible to the people. He is the Chief Executive officer of our great
country. The only thing I worry about is loading him up with too
much business.

But this is a kind of touchy, difficult job. I think it would be
workable, and I have no fear about it. I am not a free trader, but
I am a liberal trader.

Senator MALONE. What is the difference?
Secretary WILsoN. A liberal trader-a free trader, you go in for

no duty on anything. That is free trade. But the other side of it,
by putting prohibitive duties on things, I don't go for that either.

Senator MALONE. Do you know anybody who does?
Secretary WILSON. I thought some of the Republicans did back

in 1928-Reed Smoot almost made a Democrat out of me.
Senator MALONE. Do you understand the Tariff Act that was passed

in 1930? Perhaps I ought to explain that to you.
Secretary WILSON. We were pretty slow changing our policy after

World War I. We had been a creditor nation. You quoted Lincoln
a while ago. I admire him as much as any man that ever lived in
the world. But at that time our country was trying to build up its
industry. It was a creditor nation-

Senator BENNET. Mr. Secretary, don't you mean it was a debtor
nation?

Secretary WILSON. Yes, that is right. Now we are a creditor nation.
Thank you.

I am so sold that trade has to be a two-way street. In other words,
we have to take into this country substantially in value what we sell
or every once in a while we will have to give away a lot of stuff to try
to balance it.

As I read history, I am also conscious that wars in many cases, and
a great deal of disturbances result from nations trying to find access
to raw materials and markets for their goods, and particularly is that
true for small nations where they cannot hope to have within their
borders all of the different kinds of materials and raw materials they
need, nor can they put into production on an economical basis, many
of the things that they would like to have. If they can trade the
things they can do the best, that are of value to the people of the
world, with other nations, they can have a much better economy, and
those other nations they can trade with will also gain.

Trade to me is one form of expansion of technology. I happen to
be very sold on change and progress. I think the businesses of the
country, the nation itself, are amply protected by the limitations of
this act. Even with the best intentions too big a mistake cannot be
made under this proposal.

Senator MALONE. Well, I didn't know you had finished. You have
covered several points there. Will you explain the limitations of the
act?

Secretary WILSON. It is 5 percent in any one year. It is quite a
different thing than if you could knock off a 25 percent duty in 1 year.
I think that any of these things must have an evolution and not a
revolution. In other words, you cannot do things too suddenly or
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you do adversely affect the interests of too many people importantly.
On the other side, I don't think we can stand still and say whatever

is going on now has to be frozen and is the right thing to do forever.
I think this has enough flexibility in it to move in the right direction.

Senator MALONE. Is that the only alternative, to freeze it?
Secretary WILSON. No.
Senator MALONE. Well, what does the Tariff Act provide to which

we would revert if we do not extend this act?
Secretary WILSON. I judge
Senator MALONE. Would that be a freezing situation?
Secretary WILSON. I judge it would largely have that effect.
Senator MALONE. Do you understand what the Tariff Act of 1930

says? You talk about the Smoot-Hawley Tariff Act. It was given
a lot of publicity at that time, quite a build up. That act provided
a flexible tariff and gave the Tariff Commission full authority on its
own motion, an application of interested parties, a resolution of
either House of the Congress or at the request of the President, to
review and determine what the differential of cost of production
might amount to here with our wages and taxes and cost of doing
business and that of the chief competitive country, and recommended
that to be the tariff, regardless of what change it necessitated up or
down.

There was a limit of 50 percent, I believe at the time. But prob-
ably at that time before the inflation and before the 50 to 75 percent,
those changes would have been ample. You are aware that that was
included in the act, are you not?

Secretary WILSON. Sure. That is a long time back.
Senator MALONE. It is quite a while. It is 22 years. It is 22 years

since we have had any regard whatever for the workingman or the
small investors. It has been a long time.

Secretary WILSON. That isn't quite the way I read the business.
Senator MALONE. Ilow do you read it?
Secretary WILSON. I think by our high tariffs earlier in the twen-

ties, and the fact that we became a creditor nation and Europe owed
us a lot of money and we wouldn't take anything but gold, helped to
bring on the depression. I happen to have written a memorandum to
this same committee in the spring-February 1933. I was asked to
make any suggestions that I might have on what would improve the
very bad situation that existed. I suppose you would find it in the
files if you dug for it. Nothing ever happened about it.

I proposed we stockpile materials, the same things we are talking
about now, and I suggested that zinc was 21/2 cents a pound and copper
was 5 cents. It would have been a sensible thing to (To. 1Vhen the
Korean war came along and we got badly scared, we stockpiled it at
very high figures and stimulated production all over the world in a
way that was a little troublesome.

I think we are over that fairly well now. I think the prices are sort
of stabilized. They don't look so terribly low to me now, with a little
perspective.

Senator MALONE. If it is stabilized, if the price of lead and zinc is
stabilized right now, there will be no more appreciable domestic pro-
duction. The mines are closed down. That may be a good idea and
it may not. I was only trying to ascertain if you do believe that
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the constitutional responsibility of Congress to do the job in the 1930
Tariff Act established a principle of fair and reasonable competitionto determine that differential in cost through its agent, the Tariff Com-

mission, equipped to do that job, if that should be changed and trans-
ferred to the executive department-dependent, of course, theoret-
ically, on the President-actually on the State Department, it seems--
to determine what should be sacrificed and to what extent-if they
can figure it, which I doubt they can-and what industry should be
preserved.

Do you believe that that is a proper delegation of power?
Secretary WILSON. I am no constitutional lawyer.
Senator MALONE. I didn't ask you about its constitutional aspect.

That will be determined by the court.
Secretary WILSON. I think the way proposed in the bill--
Senator MALONE. Do you think it is a proper delegation of power

for the good of the country
Secretary WVILSON. Within the limitations of the law, I think it is.

1 wouldn't be in favor of just saying the President had the responsi-
bility of putting the tariff anywhere he pleased on any item. I
wouldn't be for that. I think that would be putting more responsi-
bility in one man's hands than he ought to be asked to take.

While I think the trend generally through the world, our trend in
our country ought to be a little downward in our overall tariffs be-
cause these other people-and the hope of keeping the world free,
which is not now behind the Iron Curtain, is to raise the standard of
living of these people, help them a little bit to help themselves and
get them where they dont have such pitiable low living standards.
Because when they do, they are ripe for communism. They don't
know the viciousness and difficulties of communism.

But it is something that is new from their point of view, and it
is some hope to improve their condition. If it isn't improved by the
free world, it is going to be pretty tough to keep the propagandists
and agitators from sowing them in, and once they are in, they are in.
It is not like a country that can swing from the right to the left, and
back again. If they make a mistake, they make one big mistake, and it
is over.

I also would like to say that I am not fearful about unemployment
in our country on anything that is likely to happen as a result of this.
I think it is going to stimulate employment. But also I think in the
years ahead here, now in the next decade, we are facing a labor
shortage in this country.

There were over 4 million babies born last year and our population
is increasing very rapidly. Our medical understanding and tech-
nology is improving, so people are living longer. If you look at the
figures, you will find that the number of actively able people that are
going to be working in our country to support the rest of us aren't
increasing as rapidly as the people that have to be supported, and their
needs are going to be here, and we are going to have a tremendous
buying market of our own. I am not worried about it.

I am anxious about the free world outside of our country getting
on an improving standard like we have achieved in our country in
the last 50 years, and keeping a sufficient part of the world free so we
will not be swept by this communism.
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Senator MALONE. Then, as I understand it, you think we are buying
allies and friends through the division of our own markets, and we
can bring the standard of living up of these other nations, and on
that basis you think this is a good thing.

Secretary WILSON. I don't think you can buy friends.
Senator MALONE. I don't, either.
Secretary WILSON. I think you can earn friends by being fair and

honorable in your ways of dealing and recognizing that basically, as
human beings, they have a right to a little place in the sun, too.

Senator MALONE. You didn't hear anybody say that they didn't
think they had a place in the sun. I doubt if you did. What some
of us do say, however, is that our own workingmen and investors are
entitled to an even break in their own markets and entitled to invest
their money on a principle laid down by law and not put in the hands
of someone who may take in factors that the Congress itself might
not agree with, and disperse those jobs. That is what has been
happening.

Secretary WILSON. Well
Senator MALONE. In other words, you can choose the industry that

you want to do away with and allow the stuff to be imported-and
that is the purpose of my question: Do you believe that power
should be lodged in the hands of one man.

Secretary WILSON. Well, I feel perfectly safe in lodging it in the
hands of the President of the United States, whoever he may be.

Senator MALONE. I think that is a fair answer to a fair question.
Many of us, without going into detail, since I have already done

so today, disagree with that idea for the very reason that even the
history of it shows that these industries have been destroyed.

Secretary WILSON. I don't know of an industry that has been
destroyed in our country.

Senator MALONE. The crockery industry has been entirely destroyed.
The mineral industry is practically at the edge. There is Govern-
ment money in practically every operation at the present time. The
glass industry is going out. The tool industry is getting hurt.

If you would like it, I imagine we could write you a brief on it.
The boys are actually on the street at this moment. IDo you believe
we have gained enough in security and that this should continue?
That is my only question.

Secretary WILSON. I am never in favor of putting people on the
street.

Senator MALONE. They are on the street.
Secretary WILSON. But you cannot quite stop progress.
Senator MALONE. What is the progress that you want to have?
Secretary WILSON. I am talking, for instance, as an exan-ple of it,

about the electric traction industry, the street railways. You cannot
stop the trend. The coal industry is somewhat deflated because we
have found improved ways of using coal. We get a little more electri-
cal power per ton than we did 2 years ago or 10 years ago or 20 years
ago. Other fuels have come along that people wouldd rather use.

There has to be a little flexibility and movement in a competitive
society. The sons of coal miners are going to have to do something
else than dig coal, just like the sons of farmers had to do something
else. Fifty years ago there were more people on the farms. IN1 w
only 11 percent of our people are on farms. If you go back far
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enough, it was 75 percent. They had to move to the cities and get into
other businesses. Some movement has to occur in a free society. If
it doesn't, the first thing you know you don't have a free society.

If we passed a law that all the sons of coal miners had to mine coal
and couldn't do anything different from now on, that would be a ter-
rible thing and there would be great objection to it.

So the plea I make is to let these forces work on their own gradu-
ally. Don't do anything real suddenly.

Senator MALONE. Well, Mr. Secretary, that was a great discourse,
and I appreciate it. But the coal industry and any other industry in
this Nation, in the opinion of the senior Senator from Nevada, has no
objection legitimately coming if they are displaced by an industry in
this country paying the same wages, same standard of living, same
taxes, that they are paying. I

However, when they are displaced from an area paying a lower
wage, lower tax, and a lower cost of doing business, there may be a
different situation.

I will just furnish you with one name. Maybe you would like to
get in touch with him. John Smith Co., of York, Pa., a hydraulic
machine company. I just went through their plant. They are being
underbid by 43-cent labor in England, and they pay $1.89, or some
such average, and the method of making this machinery doesn't differ
very much in either case.

I think your own Department has granted some of these bids to
the foreign nations on the theory that you are building up allies, but
these people are cut down in their business and see the exit very
clearly.

Some of us believe-and that was the reason for my question, and
your answer is very clear-that it should be based on a principle laid
down by Congress, by an agent of Congress, just as the Constitution
provides. The Congress provided that fair and reasonable competitive
basis for determinging the tariff should be established.

All I have asked you-and I think it is clear that you do believe
in it-is this: Should we change that principle on which investments
in this country have been made for 100 years to the decision of 1
man in the Executive Department, whether it be the President or
the Secretary of State, or whoever he be, to determine to what extent
these industries should be cut down; that is to say, how necessary
they are and whether the purchases from foreign nations are more
important than the principle, more important than the preservation
of the jobs and the investments in this Nation.

I take it that you believe that this man should have the authority.
Secretary WILSON. I think that is the safest place to put it, myself.

I might be wrong.
Senator MALONE. There is one other thing I would like to mention.

Whether it is 5 percent or 10 percent or 15 percent, if the duty is
proper between the cost of doing business here and in the chief com-
petitive nation on any product, and you lower the duty as much as
2 percent, I think you, as a businessman, would say that you have to
meet that through a lowering of wages or writing your investment
down or going out of business.

Secretary WILSON. You could get your cost down and organize your
place a little better, and organize your efficiency a little better.
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Senator MALONE. Then, shall I understand that this is one of the
reasons that you are in favor of letting in the low-cost labor goods,
because you want to force these men, these industries and individuals,
to be a little more efficient?

Secretary WILSON. Well, that is part of the free society approach
to things. But it is also a reasonable approach to world trade. I am
not expecting-

Senator MALONE. I pinned it on the one thing. Is that what you
would like to do, force these men in the mineral business, crockery
business, gas business, and machinery business, to be more efficient
to meet this low-wage competition? Is that one of the factors?

Secretary WILSON. I don't want you to think that I am only looking
at it one way. I think the general tide ought to be toward a gradual
reduction and improvement over the world. But you take the jeweled
watch business. The competition from the Swiss had been so effective
that our watch industry was down to where we were producing 20
percent of our requirements.

I didn't think that was right, and I particularly didn't think it
was right when it involved especially skilled people that we might
need very badly. So the Defense Department took a definite position
on that, and that one was raised. I think that you have to keep looking
at each one on its own. I think part of the trouble with the mining
industry was it was overly stimulated by the high prices during the
stockpile times when the whole world was producing not only its
requirements but extra for stockpiling purposes, and we brought in
some high-cost producers that may have trouble to exist at fair prices.

I don't know, maybe they can take a look at their affairs and get
along pretty good. Unfortunately, without complete state control,
like a fascist or communist society, you have in a free society the
problem of what you do with the marginal producers.

There are some people that have to quit doing what they are doing
because they can't do it very well, and tie on to something else that
they can do better, where the economic result of their labor is more
desirable and appreciated by the population as a whole, and that has
to go on. It is a profit and loss system all the time. We only think of
it as a profit system, but once in a while somebody has to lose enough
to force him into another business or some other occupation. I know
of no way to get around that except to have a great understanding
with respect to it and not let it happen too fast to any group of people.

Senator MALONE. There is no one in this Nation that I have a higher
regard for in mass production than you yourself, but if you just stay
with the question just a minute, I would appreciate it.

As long as you have had this discourse, I would just ask you-
you brought in a new factor-that in case you need these products for
national defense or the people are needed as skilled workers, then you
believe that this low-cost labor competition should not be allowed
to put them out of business or cut them down materially.

Secretary WILsoN. That is correct.
Senator MALONE. But if they are not needed, particularly in na-

tional defense, if a stockpile could take its place, or in the Western
Hemisphere it could be produced and protected rather than across
a major ocean, you believe then that this low-cost labor material should
be allowed to come in, regardless of the effect it has?

Secretary WILSON. Not regardless of its effect.
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Senator MALONE. I am talking about your 5, 10, 15, or the 50 percent
you already are allowed to use.

Secretary WILSON. I am not sufficiently familiar with the details
of what happened under the 50 percent. But obviously it hasn't hurt
our country too much because we are the most prosperous nation in the
world, with the highest standard of living. I can see much progress
ahead. I am not discouraged about it, as long as it is handled
sensibly.

The only point is not to subsidize any particular group too much,
because that is too expensive for all the people.

Senator MALONE. Do you think now, without making a speech about
it and without philosophizing, that we should have the protection
here for an industry that amounts to the difference in the wage stand-
ard of living costs, taxes, and the cost of doing business as between
this Nation and the chief competitive nation on each industry? Do
you think you ought to abandon that principle? That is the prin-
ciple we had and would have if this act were permitted to expire.

Just consider the wages and taxes. Do you think you should bring
in this outside cheap labor product, to compensate the people that
have to purchase the product for the high taxes they pay?

Secretary WiLsoN. I think the thing has to be compromised a bit.
I don't think you can move to one extreme or the other. Labor rates
alone are not the answer at all. American workmen are paid higher
wages, but they produce a lot of work, and mostly they are organized
pretty effectively by the management. Their time is not wasted.
They have the willingness and the desire to work for things they would
like to have, which is a great thing, and it is missing in some countries.

I used to have some experience in operations in other parts of the
world, and I am not conscious of any place where we could build an
automobile any cheaper than we can in the United States, no matter
if we paid a third of the wages.

Senator MALONE. I don't know that you can. I know Mr. Ford has
26 plants outside the United States, and lie has a $1,3(i0-foreign-made
Ford in New York that is a little shorter than some of these, and runs
pretty well. He pays $3.50 a day for labor over there, and has the
same assembly line he has in Detroit.

Secretary WILSON. I predict he won't make much money on im-
porting those little cars into this country, but it is part of the free-
enterprise system for him to try it.

Senator MALONE. And you think we ought to take the tariff off
the cars?

Secretary WILSON. I didn't say so.
Senator MALONE. He is a free trader and he wants to take it off.

He is in the business.
Secretary WILSON. I don't know what it is now, because it w:1-

never an item of any importance to me. But if we reduced it 5 per-
cent next year, I don't think it would hurt anybody.

Senator MALONE. It is 10 percent now, but to get a car into a foreign
country it is 40 percent.

Secretary WILSON. This is a reciprocal one we are talking about.
Senator MALONE. No. I wanted to say to you and I have been try-

ing to keep track of the discourse, that it is a one-way street, that none
of these countries ever have lived up to their so-called reciprocal
trade. In other words, they change the price of their currency in
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terms of the dollar value, or they have an exchange permit or permit
on imports, and it makes it a one-way street in 90 percent of the
cases. Do you understand that or have you studied that?

Secretary WiLsoN. I know their problems in that area on the in-
flation and the devaluation of money. I know that that is a disastrous
thing for a country. I strongly believe in stability. I am not in
favor of either inflation or deflation. I wouldn't want deflation to
hurt our country because I don't think we can readjust our business
fast enough. We would have too many frozen situations. We would
have too much trouble with the labor if we had a deflation in our
country. I am sure it would upset the whole business, and we would
have a lot of unemployment. So I believe in a reasonable stability
in prices and economy in our Nation, No. 1, because we have so much
responsibility in the world that if we had an economic collapse in
this country, it would probably go through the whole free world.

I just believe that that setup that has a little flexibility in it, that
moves cautiously with reason in the right direction is the one we
should have. That is what I think this act provides for. I think it
was long overdue when the very first approach to this kind of thing
was made. I think it should have been made rather promptly after
World War I.

Senator MALONE. Mr. Secretary, again I ask you the question and
you go rather far afield. I did not intend to take up as much time
as we have here. I just want to know your slant on it. I think we
have it that you do believe that the President should be given the
authority to move this trade around, to try to increase our exports or
try to increase our security or whatever you might call it through the
authority to destroy any industry in this country he cares to destroy
and he can build up any industry he cares to build up.

You know it can be done through duties on imports and if you
decrease it 2 percent, you have to meet that through your reduction in
your labor costs or you write down your investment to meet it or go
out of business.

A good example is Mr. Hoffman, who has been the greatest exponent
of free trade. He decreased the wages of his boys in Ohio and he is
now building a plant in Japan where he can get 90 cents an hour skilled
labor. That is going on. Large investors can do that. Small in-
vestors cannot do that, and the workingman cannot move to a foreign
country. It is all very well to say they can go into another business,
but what business? It is a question whether you leave it to one man
to decide this matter or leave it to a principle, as the 1930 Tariff Act
does. That act does put it on the basis of a cost-of-living differential,
including taxes, et cetera, between this country and the competitive
nation, and you believe it is the way to do it, to leave it in the hands
of one man?

Secretary WILsON. It is a good way to do it. Whatever is done will
be done on the top of the table. All facts will then be reviewed
beforehand. I am a little impressed by what Senator Barkley said
about the Senate scratching each other's back until they bled. If you
leave it for too big a group to handle, there are too many special
interests in it, and it will be troublesome to some of you, so'that you
won't do anything finally. I will be frank about it.

Senator MALONE. There can be no back scratching. A Senator will
go down before the Tariff Commission. How will we scratch a back



TRADE AGREEMENTS EXTENSION

when we have nothing to do with it unless we brought special material
before the Congress. I read this into the record once and I hate to
have to do it again, but there is no chance of anything like that taking
place under the Tariff Act that will go into effect if we do not extend
this one. Have you ever read the 1930 Tariff Act?

Secretary WILSON. I will try to think back. It is difficult to think
back that far. It is so many years ago that I don't remember it in any
great detail.

Senator MALONE. Your testimony sounds just like that. I think we
will let it ride.

The CHAIRMXAN. Any further questions?
Senator GEORGE. I want to suggest that at the time we put an em-

bargo on the shipment of butter out of this country, Mr. Wilson, oils
were in short supply, weren't they, extremely short supply, and now
oil is in a long position, and I think you are exactly right in saying
that we might have well traded the butter for manganese if we could
have gotten it. Russia can get oil anyway and butter anyway. It
seems to me that it is going back to a dark age to think that Russia
couldn't buy butter now when butter is in strong positions all over the
world, especially in the hands of her neighbors, who are very close
to her.

Secretary WILsoN. I would like to mention one thing, if I may, that
helps to enlighten the problem for me, and it is a difficult one. If our
Nation was shut off from access to the raw materials of the world
where there happens to be good deposits, like the oilfields in the Near
East, or some of these good copper deposits or manganese deposits, if
we were shut off artificially and couldn't buy those materials when we
needed them, we would be terribly excited about it.

As a matter of fact, that is one of the things we fear, that the
Communist world will get control of the good resources of the world
and unless we use some of them to our advantage and conserve the
limited resources of that nature that we have in our country, we would
be making a great mistake on down the years.

We have to have enough flexibility to change with changing times,
like Senator George mentioned, on the shortage of fats that existed at
one time versus a plenty at the present time.

Senator GEORGE. A long supply.
SecretaryWILsON. Our policy then is not necessarily the policy now.
Senator BENNETT. Mr. Chairman, as the Senator from Utah who is

the successor to Reed-Smoot, may I suggest that it was the Finance
Committee or at least the majority of the Finance Committee that
finally wrote the Tariff Act of 1930, and may I put into the record
at this point section 336, Equalization of Cost of Production, which the
been discussed in such detail here today.

The CHAIRMAN. You may put it in the record Senator Bennett,
at this point.

(The section referred to follows:)

SEC. 336. EQUALIZATION OF COSTS OF PRODUCTION.

(a) CHANGE OF CLASSIFICATION OR DUTIES.-In order to put into force and
effect the policy of Congress by this Act intended, the commission (1) upon re-
quest of the President, or (2) upon resolution of either or both Houses of Con-
gress, or (3) upon its own motion, or (4) when in the judgment of the commission
there is good and sufficient reason therefor, upon application of any interested
party. shall investigate the differences in the costs of production of any domestic
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article and of any like or similar foreign article. In the course of the investiga-
tion the commission shall hold hearings and give reasonable public notice thereof,
and shall afford reasonable opportunity for parties interested to be present, to
produce evidence, and to be heard at such hearings. The commission is author-
ized to adopt such reasonable procedure and rules and regulations as it deems
necessary to execute its functions under this section. The commission shall re-
port to the President the results of the investigation and its findings with respect
to such differences in costs of production. If the commission finds it shown by
the investigation that the duties expressly fixed by statute do not equalize the
differences in the costs of production of the domestic article and the like or
similar foreign article when produced in the principal competing country, the
commission shall specify in its report such increases or decreases in rates of duty
expressly fixed by statute (including any necessary change in classification) as
it finds shown by the investigation to be necessary to equalize such differences.
In no case shall the total increase or decrease of such rates of duty exceed 50
per centum of the rates expressly fixed by statute.

(b) CHANGE TO AMERICAN SELLING PRicE.-If the commission finds upon any
such investigation that such differences cannot be equalized by proceeding as
hereinbefore provided, it shall so state in its report to the President and shall
specify therein such ad valorem rates of duty based upon the American selling
price (as defined in section 402 (g)) of the domestic article, as it finds shown
by the investigation to be necessary to equalize such differences. In no case shall
the total decrease of such rates of duty exceed 50 per centum of the rates ex-
pressly fixed by statute, and no such rate shall be increased.

(C) PROCLAMATION BY THE PRESIDENT.-The President shall by proclamation

approve the rates of duty and changes in classification and in basis of value
specified in any report of the commission under this section, if in his judgment
such rates of duty and changes are shown by such investigation of th6 commission
to be necessary to equalize such differences in costs of production.

(d) EFFECTIVE DATE OF RATES AND CHANGES.-Commencing thirty days after
the date of any presidential proclamation of approval the increased or decreased
rates of duty and changes in classification or in basis of value specified in the
report of the commission shall take effect.

(e) ASCERTAINMENT OF DIFFERENCES IN COSTS OF PRODTCTION.-In ascertain-
ing under this section the differences in costs of production, the commission
shall take into consideration, insofar as it finds it practicable:

(1) IN THE CASE OF A DOMESTIC ARTiLE.-(A) The cost of production
as hereinafter in this section defined; (B) transportation costs and other
costs incident to delivery to the principal market or markets of the United
States for the article; and (C) other relevant factors that constitute an
advantage or disadvantage in competition.

(2) IN THE CASE OF A FOREIGN ARTICLE.-(A) The cost of production
as hereinafter in this section defined, or, if the commission finds that such
cost is not readily ascertainable, the commission may accept as evidence
thereof, or as supplemental thereto, the weighted average of the invoice
prices or values for a representative period and/or the average wholesale
selling price for a representative period (which price shall be that at which
the article is freely offered for sale to all purchasers in the principal
market or markets of the principal competing country or countries in the
ordinary course of trade and in the usual wholesale quantities in such
market or markets) ; (B) transportation costs and other costs incident
to delivery to the principal market or markets of the United States for
the article; (C) other relevant factors that constitute an advantage or
disadvantage in competition, including advantages granted to the foreign
producers by a government, person, partnership, corporation, or association
in a foreign country.

(f) MODIFICATION OF CHANGES IN DUTY.-Any increased or decreased rate
of duty or change in classification or in basis of value which has taken effect
as above provided may be modified or terminated in the Same manner and
subject to the same conditions and limitations (including time of taking effect)
as is provided in this section in the case of original increases, decreases, or
changes.

(g) PROHmITION AGAINST TRANSFERs FROM THE FREE LIST TO THE DUTIABLE
LIST OR FROM THE DUTIABLE LIST TO THE FREE LiST.-Nothing in this section
shall be construed to authorize a transfer of an article froni the dutiable list
to the free list or from, the free list to the dutiable list, nor a change in form
of duty. Whenever it is provided in any paragraph of Title I of this Act, or
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in any amendatory Act, that the duty or duties shall not exceed a specified ad
valorem rate upon the articles provided for in such paragraph, no rate determined
under the provisions of this section upon such articles shall exceed the maximum
ad valorem rate so specified.

(h) DFaNrrTION.-For the purpose of this section-
(1) The term "domestic article" means an article wholly or in part

the growth or product of the United States: and the term "foreign article"
means an article wholly or in part the growth or product of a foreign
country.

(2) The term "United States" includes the several States and Territories
and the District of Columbia.

(3) The term "foreign country" titans any empire, country, dominion,
colony, or protectorate, or any subdivision or subdivisions thereof (other
than the United States and its possessions).

(4) The term "cost of production," when applied with respect to either
a domestic article or a foreign article, includes, for a period which is
representative of conditions in production of the article: (A) The price or
cost of materials, labor costs, and other direct charges incurred in the
production of the article and in the processes or methods employed in its
production ; (B) the usual general expenses, including charges for deprecia-
tion or depletion which are representative (of the equipment and property
employed in the production of the article and charges for rent or interest
which are representative of the cost of ohtaininz capital or instruments of
production; and (C) the cost of containers and coverings of whatever
nature, and other costs, charges, and expenses incident to placing the article
in condition packed ready for delivery.

(i) RULES AND REGULATIONS OF PRESIDENT.-T e President is authorized to
make all needful rules and regulations for carrying out his functions under
the provisions of this section.

(j) RULL'S ANt) REGULATIONS OF SECIIARy OF TREAsUtnY.-The Secretary of
the Treasury is authorized to make such rules atnd regulations as he may deem
necessary for the entry and declaration of foreign articles of the class or kind
of articles with respect to which a change in basis of value has been made under
the provisions of subdivision (b) of this section, and for the form of invoice
required at time of entry.

(k) INVESTIGATIONs PRIOR TO ENACTMI.NT OF ACT.-All uncontdeted investiga-
tions instituted prior to the approval of this Act under the provisions of section
315 of the Tariff Act of 1922, including investigations in which the President has
not proclaimed changes in classification or in basis of value or increases or
decreases in rates of duty, shall le dismissed without prejudice; but the infor-
mation and evidence secured by the commission in any such investigation may be
given due consideration in any investigation instituted under the provisions of
this section.

The CHAIRMAN. Are there any further questions?
Senator BARKLEY. Are you going around the tal te or opening it up

for anybody?
The CHAWMR.IAN. Opening it lip.
Senator BARKLEY. I would like to ask the Secretary 1 or 2 ques-

tions. I want to say that I appreciate the broad basis upon which you
have given us your views here today. I would like to ask you to draw a
comparison between the dangers we night face under the act with its
limitations in its effect upon any isolated or specific industry and the
danger that we might face if we adopted a rigid, inflexible policy
toward other nations, especially our friends among the nations.

That might drive them to trade with our bitterest enemy. In other
words, if I gather the import of your views, if we adopt such a rigid
inflexible policy of trade with our friends in the world, including
Japan, Great Britain, many of the South and Central American coun-
tries, so that we drive them into the arms of our enemies economically,
that creates a greater potential danger to us than what might happen
or be the result of some isolated situation growing out of the admin-
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istration of this act with all of its limitations; is that a fair state-
ment of your views?

Secretary WILSON. Yes, sir.
Senator BARKLEY. And when we have driven them into the arms of

our enemy by an economic position we take or policy we adpot, we
stand little chance to get them back.

Secretary WILSONr. That is right, and we add to the danger of war
versus the possibility of establishing peace in the world.

Senator BARKLEY. I think a good many people lose sight of the
broad possibilities and the worldwide implications of this whole pro-
gram here as compared with some localized, isolated situation in which
they might have an interest. I find we are all tempted to do that be-
cause, as Hancock said, the tariff is a local issue. That was said
many years ago.

I appreciate very much the broad viewpoint that you have expressed
here in regard to this program.

No further questions. Thank you very much.
The CHAIRMIAN, Are there any further questions?
Thank you very much, Mr. Wilson.
Secretary WILSON. Thank you.
The CHAIRMAN. Our last witness is the Honorable James P. Mit-

chell, Secretary of Labor.
Mr. Mitchell, will you proceed.

STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR,
ACCOMPANIED BY PHILIP ARNOW, ASSOCIATE DIRECTOR, OFFICE
OF INTERNATIONAL LABOR AFFAIRS

Secretary MITCHELL. I have a prepared statement, Mr. Chairman.
Shall I read it?

The CHAIRMAN. Yes, sir.
Secretary MITCHELL. Mr. Chairman and members of the commit-

tee, it is a privilege to appear before you tody in support of renewal
of the reciprocal trade agreement authority, as contained in H. R. 1.

I shall not take the time of the committee to discuss in detail the
basic principles which underlie this program, nor the importance and
real need for the extension of this authority which the President has
requested. I should like to indicate to the committee some of the
aspects of the program which fall within my particular responsibilities
as Secretary of Labor. Those responsibilities, of course, are to foster,
promote, and develop the welfare of the workers of the United States.

International trade should not be looked upon as a process by
which foreign goods displace our domestic products, but as an ex-
change of goods which benefits all parties to the trade, and which
is important to a healthy economy. It is, in other words, a two-way
street.

Let us look, for example, at the amount of business and the number
of jobs in this country which are dependent upon our export trade.
Recently, our export trade has been running at about $15 billion a
year in merchandise, not counting such items as investment capital.
For many industries, our exports have exceeded competing imports.
Indexes compiled by the Department of Commerce show a gain of
almost 2 percent in the volume of United States iierclandise exports
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in the first 11 months of 1954 as compared with the same period of
1952, and a drop in the volume of imports for consumption of almost
3 percent. On al overall basis, then, the change in foreign trade
since 1952 has continued to show the importance of exports to employ-
inent in the United States.

It has been estimated, in this connection, that of a total of more than
61 million persons employed in the United States in 1952, some four
and one-third million were attributable to work generated by our ex-
ports and by the handling of imports. When we consider this figure
of well over 4 million persons whose employment and purchasing
power is due to foreign trade, it becomes clear that the American
worker's well-being has a heavy stake in the development and main-
tenance of high levels of trade.

That is all very well, it has been said, but we know that the United
States today has the highest wages and labor standards of any country
in the world, and that American industries and workers cannot com-
pete in the world's markets with goods which are produced at a
fraction of these wage levels. The argument is made that to permit
foreign products to come into this country under such conditions with-
out attempting to make up for the costs of production in the compet-
ing countries is unfair to domestic producers and workers.

It should be remembered, however, that if injury does take place,
or is even threatened, as a result of competitive wage or other factors,
the act provides, and would continue to provide under H. R. 1, pro-
tection against such injury through the no-injury rule. This rule is
applied in the peril-point and escape-clause procedures and the pro-
cedures for thorough interdepartmental consideration of tariff
matters.

Competition from imports is based on many things in addition to
wage differentials, such as natural resources, climate, special arts or
skills, inventiveness or design in certain lines. These differences are
the most, important factors that bring foreign goods into our mar-
kets, with advantage to our own workers as consumers. They are
also the factors which account for our own exports. Wage levels
vary from country to country primarily because of differences in
natural resources, capital equipment and productivity. It is gener-
ally a country's most highly productive industries which are its chief
exporters. If we are labeling any one factor as the cause of competi-
tive advantage, therefore, it might well turn out to be another factor
than low wages.

Where a foreign industry's ability to export is based not on such
advantages but on exploitation of labor through the payment of
wages well below the accepted standards in the exporting country,
there we have unfair competition. For this reason, the Randall Com-
mission, after reviewing the matter carefully, recommended and the
President has adopted the policy of granting no tariff concessions on
products made by workers receiving wages which are substandard in
the exporting country. As a member of the Interdepartmental Com-
mittee on Trade Agreements, the Department of Labor will continue
to assist in advising the President of cases which fall within this
standard.

Senator MILLIKIN. I don't understand the point of the Randall
Commission report. The test shall be whether the wage rates are be-
low standard in the exporting country?
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Secretary MITCHELL. Yes, sir.
Senator MILLIKIN. The question is whether it is below the standard

in this country.
Secretary MITCHELL. The question, sir, that the Randall Commis-

sion addressed itself to
Senator MILLIKIN. Shouldn't it have addressed itself to the ques-

toin whether the foreign costs are comparable to our costs?
Secretary MITCHELL. I don't think so, sir, because there are some

factors other than wages in the production of goods, as I pointed out.
Senator MILLIKIiN. How do we get a dependable test by measuring

whether the particular industry abroad is scabbing on the general
rate that industries abroad pay in other industries?

Secretary MITCHELL. We have such information generally, I be-
lieve.

Senator MILLIKIN. Even if we have it, why is it a good test for
our protection?

Secretary MITCHELL. It is a good test so far as the standards of
that country are concerned.

Senator MILLIKIN. What good does that do us when we consider
the effect on the United States economy?

Secretary MITCHELL. I would believe that it is to our general interest
to see that the standards throughout the world are raised to the fullest
extent practicable.

Senator MILLIKIN. I agree with that. The mere fact that a rate
in country X abroad does or does not deviate from the general rate
of that country does not meet the ultimate question of the effect on
the economy in this country.

Secretary MITCHELL. No, sir, I agree with you.
As I stated earlier, if injury is considered as a basic test to be used

in determining the appropriate level of our tariff rates, as I believe
it must be, the act already provides adequate safeguards. As you
know, the act specifies certain procedures which must be followed
before a tariff reduction is negotiated. The bill before you retains
these specifications.

To carry out his duties and responsibilities in this area, the Presi-
dent has established certain detailed procedures by Executive order.
This order, among other things, established two interdepartmental
committees composed of representatives of certain named Federal
departments and agencies with knowledge essential to a proper func-
tioning of the program. The membership of these committees is
identical, and the Department of Labor is represented on both com-
mittees.

During consideration of this bill in the House, the question was
raised whether the President, in making determinations under the
act, adequately takes into consideration the importance to our mobi-
lization base of preserving the skills of the Nation's work force. I
can state categorically, in view of my own responsibilities in this
area, that consideration of this factor is one of the essential and
normal elements in the proper administration of this program. it
was, I feel sure, with a view to this very objective that theCongress
which first wrote the Trade Agreements Act included a provision
obligating the President to consult the Secretaries of the military
departments and other Cabinet officers before concluding the trade
agreements which the legislation authorized.

142
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As a result of this provision, this matter is given thorough consid-
eration both prior to tariff negotiations and afterwards in the escape-
clause procedures. Each agency of the Government represented on
the trade-agreements committee is in a position to evaluate the impli-
cations of proposed or possible tariff concessions before negotiations
from the point of view of its own responsibilities to the mobilization
base as well as from the competitive viewpoint. The Department of
Labor's extensive knowledge of occupations and skills, together with
information on past, current, and potential shortages, is of great help
in enabling us to formulate sound judgment and proper advice to the
President. The List of Critical Occupations, which is determined
by the Secretary of Labor with the assistance of an interdepartmental
committee and prepared primarily for draft deferment and mobiliza-
tion planning purposes, is a valuable aid in this activity. The De-
partment of Defense and other Government agencies represented on
the trade-agreements committee perform a similar function in their
fields of specialized knowledge.

The peril-point and escape-clause procedures also protect the pres-
ervation of essential skills. Where injury is threatened skills would
be threatened. Moreover, the process by which the President seeks
the advice of his Cabinet officers on escape-clause cases as well as in
initial negotiation of trade agreements adds to the safeguards which
surround the program, insofar as the protection of needed skills is
concerned. The Tariff Commission is not equipped to evaluate either
defense questions or skill questions. These evaluations must be fur-
nished to the President by the agencies responsible for these phases
of governmental activity. I deem it an important part of my re-
sponsibility in advising the President regarding such cases to point

out the facts regarding skills and to give him the benefit of my
judgment.

We all recognize, of course, that imports do create competitive prob-
lems for some of our industries. Although our overall employment
situation has been improving and is now very good, there has been
concern in some quarters whether the unemployment we do have is
in some measure related to our tariff policies and actions. If there
were such a relationship, I would not feel that, as Secretary of Labor,
I could advocate a further reduction in tariffs, consistent with my
responsibilities for promoting the welfare of American labor. I be-
lieve, as I stated during the course of my testimony before the House
Conmmittee on Ways and Means, that available evidence points to
only a very small fraction of current unemployment as being trace-
able to the effects of imports. It is not likely that the moderate and
gradual authority to reduce tariffs contained in H. R. 1 would cause
any significant displacement of American workers.

In conclusion, I would like to say that I believe extension of the
reciprocal trade-agreements authority as proposed in H. R. 1 is of
concern and benefit not only to American workers and to American
industries, but to the economic well-being of all of us. I therefore
urae its extension.

subsequent to my recent appearance before the House Committee
on Ways and Means an interest was expressed in the Department of
Labor's role in the trade-agreements program. I have here a state-
ment briefly setting forth the procedures and the nature of the De-



144 TRADE AGREEMENTS EXTENSION

apartment's participation therein which I will be happy to submit for
the record if the committee desires.

The CHAIRMAN. It will be inserted in the record, Mr. Secretary.
Thank you very much.

Are there any further questions?
(The statement by Secretary Mitchell is as follows:)

SUPPLEMENTARY STATEMENT, By SECRETARY OF LABOR JAMES P. MITCHELL ON THE
RECIPROCAL TRADE AGREEMENTS PROGRAM-DEPARTMENT OF LABOR'S ROLE IN
THE TARIFF PROGRAM

Executive Order 10082 sets forth procedures to be followed by certain named
executive departments and agencies in the reciprocal trade agreements program.
The Department of Labor is represented on the two interdepartmental com-
mittees established, the interdepartmental committee on trade agreements and
the Committee for Reciprocity Information.

Under the procedures specified, the Labor Department's representative on the
trade agreements committee participates in the formulation of the list of items
which will be considered in tariff negotiations. This Department's representa-
tive carefully reviews the items that are considered by the Committee for list-
ing. The positions taken by the Department's representative in interdepart-
mental consideration of the listing question receive my personal attention. When
the list of commodities to be considered at the negotiations is approved by the
President, notice of intention to negotiate, along with the complete list of com-
modities, must be issued publicly by the trade agreements committee as a basis
for public hearings. The Department of Labor sends a copy of the notice of
hearings and the complete commodity list, immediately upon its issuance, to
the president and research director of each legitimate national and international
trade union in the United States, a mailing of approximately 325 notices. This
notice is also published in the Federal Register and given wide general distribu-
tion. I understand that other agencies take steps to keep other groups in the
economy informed.

The hearings are held by the Committee for Reciprocity Information, of which
the Department of Labor is a member. Any interested person is given a reason-
able opportunity to present his views to this Committee.

As a result of the public notice, appearances have been made before the Com-
mittee for Reciprocity Information by large numbers of business and labor or-
ganizations. In addition, representatives of these organizations have occasion-
ally asked for and been given opportunity to submit their views directly to
officials of this Department.

The material submitted at the hearings is carefully reviewed within the De-
partment of Labor together with data and technical information on employ-
ment, hours, and wages which are available in the Department and which can
be gathered within the limits of available resources. The Department has and
considers data on trends in employment and wages and economic conditions
based upon its regular studies; data on the current labor market situation of
key plants which produce commodities involved in the negotiations; information
regarding skills needed for mobilization purposes in the industries involved;
and information concerning the relation of the Department's minimum wage
programs to the tariff questions under consideration.

On the basis of information available within the Department, together with
information supplied by other departments and agencies through the Trade
Agreements Committee-including the peril-point findings of the Tariff Com-
mission-the Department's position in the prospective negotiations is deter-
mined. This matter also receives my personal attention. These positions are
presented before the Trade Agreements Committee by the Department's repre-
sentive on the committee. When any agency, including the Department of
Labor, is not in agreement with the conclusion reached by the committee and
formally dissents from its recommendations, that agency is required by Execu-
tive order to file a formal statement of its views with tile President.

The escape-clause procedures are available to American industry and labor
after a tariff concession has been granted. The Tariff ComImission, of course,
conducts the hearings and makes findings and recommendations to the Presi-
dent. At this point, the Federal departments and agencies5 which have played
such an important role prior to the granting of the tariff concession again par-
ticipate. Each agency is requested by the Bureau of the Budget to advise the
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President from the viewpoint of its particular responsibilities and specialized
knowledge with respect to the Tariff Commission's report and recommendations.
This advice is submitted formally by the agencies in their appropriate and tra-
ditional role as advisers to the Chief Executive. The Department of Labor, in
formulating its advice in these cases, is concerned to maintain the no-serious-
injury rule as an effective policy, and gives thorough consideration and great
weight to the Commission's views. Again the Department's positions in these
cases receive my personal attention.

Senator BENNETT. Mr. Chairman, my attention is attracted, Mr.
Secretary, to just one statement on the bottom of page 5, where you
said-it is the next to the last sentence:

The Tariff Commission is not equipped to evaluate either defense questions or
skill questions. These evaluations must be furnished to the President by the
agencies responsible for these phases of governmental activity.

Section 334 of the Tariff Act of 1930 specifically requires that all
agencies of the Government supply facts to the Tariff Commission,
including if necessary officials and employees which must be detailed.
I suppose it is fair to say that the Tariff Commission is not long
equipped to handle defense questions. That field is so broad that you
cannot focus it down to so small a point, but take the watch case, for
instance. Don't you think it was possible, don't you think it was
necessary for the Tariff Commission to handle and evaluate the skills
question before its decision in that case?

Secretary MITCHELL. I think, Senator, that I should clarify that
statement by saying that we do as a matter of course and procedure
advise with the Tariff Commission and our people do, in questions re-
lating to skills. And I do not mean to imply that the Tariff Com-
mission does not have available the resources of the Department of
Labor or any other department in making its determination.

Senator BENNETr. I am glad that you corrected that because the
inference I drew from your statement was that the Tariff Commis-
sion could not get that material and you could only furnish it to the
President.

Secretary MITCHELL. I would like to correct that. We do furnish
it to the Tariff Commission.

Senator BENNETT. Thank you.
The CHAIRMAN. Are there any further questions?
Senator BARKLEY. Mr. Secretary, do you know, since it is a ques-

tion of labor and unemployment and its competition, which has been
brought into this discussion, do you know whether those who officially
represent labor through any of their labor organizations have en-
dorsed this bill.

Secretary MITCHELL. I know that the general policy, sir, of both
the A. F. of L. and the CIO is in favor of reciprocal trade, and I be-
lieve the testimony before the House Ways and Means Committee
will indicate that they do.

Senator BARKLEY. There may be witnesses who will come before
this committee. I am not sure about that. I wanted your statement.

Senator MILLIKIN. I think it should be said that some of the labor
unions within the whole labor inovement-I am not talking about
the A. F. of L. or CIO-

Secretary MITCHELL. There are some, Senator.
Senator MILIKIN (continuing). Are opposed to it. There are

some subsidiary unions of the A. F. of L. opposed to it, who do not
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favor the extension of the act or who are opposed to some features
of it.

Secretary MITCHELL. That is right, sir.
The CHAIRMAN. Are there any further questions?
Senator MALONE. Mr. Chairman, this question has been covered by

the Senator from Utah, that the Tariff Commission is not equipped
to consider problems of special skills. Do you understand that if
this extension is not granted, that on any materials or any products
where trade agreements have not already been made, the Tariff Com-
mission would then have the responsibility of adjusting the tariffs
on the basis of fair and reasonable competition by considering the
differences in the labor costs, taxes, and other costs of doing business
here and in the chief competitive nation and of recommending that
difference as a tariff ?

Secretary MITCHELL. Do I understand that if this bill is not-
Senator MALONE. Is not extended. If this bill is not passed and the

1934 Trade Agreements Act is not extended, the work of adjusting
flexible duties or tariffs reverts to the Tariff Commission, an agent
of Congress, except where trade agreements exist.

Secretary MITCHELL. I understand that is the situation.
Senator MALONE. Do you understand that there is no change in

the trade agreements? They remain in full force and effect until and
unless the President of the United States notifies the country with
which such trade agreement has been made of cancellation, and then
in 6 months that reverts to the Tariff Commission. Do you under-
stand that?

Secretary MITCHELL. Yes.
Senator MALONE. You do understand that the 1930 Tariff law, while

fixing duties on each particular product, maybe 5,000 products, real-
izes that there is a continuing and changing differential between the
economy of this country and each of the nations where these products
may be produced in competition with their own workingmen and in-
vestors, and therefore sets down a flexible method, a method upon
which at their own motion or the request of either of the Houses of
Congress or an interested party, the tariff can be immediately read-
justed on the basis of that differential.

Secretary MITCHELL I understand that is what the law is, sir.
Senator MALONE. As I understood your testimony, you do not

believe in that method, and you think the Congress should extend the
authority of the President of the United States, presumably to be
administered by the Department of State, to determine what indus-
tries should be decreased in production in this country through in-
creased imports of that product from the lower wage countries, and
you think that that ought to be vested in 1 'nan, to determine whether
the 1 industry should be endangered in this country or preserved?

Secretary MITCHELL. I favor and see no danger in the delegation
given to the President of the United States under I-. ]R. 1, with all
the safeguards that are provided.

Senator MALONE. I think that clears the situation up. Then you
do believe that the workingmen and the small investor in this Nation
are not entitled to the protection afforded under section 336 of the
tariff act.

Secretary MITCHELL. I said, sir, that I believe in answer to your
other question that the delegation given to the President under this
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bill was a proper one, which I am sure would be exercised with
judgment in the interest of the welfare of all of the workers of the
country.

Senator MALONE. Do you think it is in the interest of the workers
or the country to displace their jobs, transfer their jobs to foreign
soil through such a reduction as has been done definitely in some
industries?

Mr. MITCELL. Senator, as I pointed out in my prepared testimony,
we have some estimated 41/2 million people here who are employed in
this country in the manufacture of goods for export and the handling
of goods in imports, and I pointed out also that very little of the
unemployment is traceable directly to tariffs.

Senator MALONE. I know you pointed that out, but I don't believe
that.

Secretary MITCHELL. It seems to me, sir, that the interest of the
entire country is being well served under the present act and will be
well served under this expansion.

Senator MALONE. As I pointed out, many of us do not believe that
it is being well served, and we do not believe that we are protecting
the jobs in the country. For example, the glassware industry is badly
hurt and one of the companies now, as I pointed out on the floor of
the Senate, has brought a suit to determine the constitutionality of
the act which, of course, will be determined by the courts. But as
to the matter of the economic justification or any other justification
and who should judge what industry should be preserved and what
industry should be sacrificed, many of us believe that it should be
done on the basis laid down in section 336 of the tariff act, which
would be on the basis of fair and reasonable competition protecting
the workingmen and the small investor of this Nation in their jobs
and investments from the low-wage-nation competion. You don't
believe that?

Secretary MITCiIELL. I believe, sir, that the interest of the working-
man is served by H. R. 1.

Senator MALONE. I think that is sufficient.
Senator MILLIKIN. Mr. Chairman, I would like to call attention to

the fact that the Secretary has already given attestation of the fact
that he is aware of that, that there is a standard in the present law of
no injury.

Secretary MITCHELL. That is right.
Senator MILLIKIN. Which comes to the same thing as fair compe-

tition.
Senator MALONE. In the present law you mean, the present 1934

Trade Agreements Act?
Senator MILLIKIN. The present existing Trade Agreements Act

and also in the proposed act.
Senator MALONE. Is that the peril point?
Senator MILLIKIN. Yes, sir.
Senator MALONE. I will point out again or ask you, Mr. Secretary,

who is the final judge as to whether the peril point, as determined by
the Tariff Commission, shall be adopted in such a trade agreement or
not adopted.

Secretary MITCHELL. The President of the United States, as I
understand.
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Senator MALONE. And if he takes the peril point-and I am advised
he very seldom does-in making the agreement, and the Trade Agree-
ments Act is extended for 3 years and it is in effect, then for the 3-year
period unless and until the President serves notice of cancellation on
the country with which the trade agreement has been made, what is
it that allows the Trade Agreements Act to be adjusted to meet any
change in the currency evaluation in terms of dollars of the country
with which the agreement is made or the defeat of the purpose of the
act through exchange permits or import permits instituted by that
country?

Secretary MITCHELL. As I understand it, sir, and as was indicated
here this morning, this is a two-way street. The United States in-
dustry has the escape-clause procedure and we also have our remedy.

Senator MALONE. You can cancel it. It can be canceled. But is
there an adjustment provided for in these trade agreements for any
currency manipulations or any other manipulation on the part of the
country with which the trade agreements have been made which has
been compensated for?

Secretary MITCHELL. I am not aware of it.
Senator MILLIKIN. You could take it by the escape clause.
Secretary MITCHELL. That is what I said before.
Senator MALONE. The escape clause has been utilized five times in

its whole history. Who is the final judge of whether the escape clause
shall be utilized regardless of whether there is injury or not?

Secretary MITCHELL. The President of the United States, as I un-
derstand it.

Senator MALONE. Then you believe it is a good thing to put in the
hands of one man the final judgment as to whether or not an industry
is to be preserved in this country, or the jobs attendant to that industry
ought to be preserved, or whether or not there should be a transfer of
the jobs. You think it is well to have that in the hands of one man?

Secretary MITCHELL. Senator, as I indicated before, I believe with
the safeguards surrounding the President's authority and responsibil-
ity in this law, with the procedures of the no-injury provision and
the escape clause, that the authority of the President of the United
States in this area is well delegated by Congress, and I do not think
that there is any danger to the country in having him make that
decision.

Senator MALONE. And you do not believe that section 336 that estab-
lishes a principle upon which duties or tariffs should be adjusted,
which would take into account the differences in the labor standard
of wages, taxes, costs of doing business here and in the competitive
country, should prevail?

Secretary MITCHELL. I believe that the principles expressed in H.
R. 1, which is one of no injury to the United States producer, is of
great significance.

Senator MALONE. What would you call an injury? When unem-
ployment is rampant right now in several industries, would you call
that an injury or would you just call it foreign competition of low-
wage labor, or a proper procedure?

Secretary MITCHELL. I think, sir, one has to take each of these cases
on a case-by-case basis, and determine what all the factors are that
enter into it. That is the purpose of the no-injury procedure in the
Tariff Commission hearings and these other safeguards.
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Senator MALONE. What are these other factors besides the differ-
ence of cost of production to protect the jobs and protect the invest-
ments of the small investors of the Nation?

Secretary MITCHELL. I don't know. There may be factors such as
the productivity of a particular plant or particular industry in com-
petition with other United States industries.

Senator MALONE. We are not talking about competition in the

United States. Naturally, no one objects to being put out of business
by a competitor paying practically the same wages and taxes and cost
of doing business. We are talking about low-wage foreign labor.

Secretary MITCHELL. There are, sir, wage di fferentials within the
United States, as you realize.

Senator MALIONE. But that is not the question.
Secretary MITCHELL. I thought you asked me what other factors

there might be in the unemployment situation.
Senator MALONE. I am talking about trade agreements.
Secretary MITCHELL. I am sorry.
Senator MALONE. That is the question you are here on today.
Secretary MITCHELL. It seems to me that, as I stated in my state-

ment, there are factors in other countries, such as productivity, such as
resources, such as skill, which all have an effect on the product of that
country, in addition to the question of wages.

Senator MALONE. They certainly do. I have heard it indicated
here that much of the foreign labor is not efficient. Of course, that is
true probably in some areas of the world. Nobody has ever said that
a Japanese skilled worker was not efficient, have they?

Secretary MITCHELL. I have heard no opinion either way on that,
sir.

Senator MALONE. I have heard a lot of opinion that they are just as
good as anyone when they are given the same opportunity. Has any-
one ever said that an English worker or a Scotch worker or an Irish
worker is not equipped to do the work that an American worker is,
if he has the same machinery and the same advantage in training?

Secretary MITCHELL. I don't know. I suppose some people have
said so, sir.

Senator MALONE. Some may have. I have never heard that. I
have never heard them go that far.

So when our taxpayers even pay for the machinery and the foreign
industrial plants, and then our own companies, large enough to be
able to invest on foreign soil and ship the stuff back in here under this
free trade or reduced tariffs, establish plants, and supervise the low-
wage labor with American foremen and superintendents, do you
think that policy set down in section 336 of the 1930 tariff law should
not prevail?

Secretary MITCHELL. As I gather, sir, much of the export of the
American ingenuity, machinery, and managerial talent is used not
for the manufacture of exports to the United States but for the manu-
facture of products to be sold within the countries outside the United
States.

Senator MALONE. Have you studied this question?
Secretary MITCHELL. I beg your pardon, sir?
Senator MALONE. As a Labor Commissioner, Cabinet member, have

you studied this question?
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Secretary MITCHELL. What question are you referring to?
Senator MALONE. You just made a statement on it.
Secretary MITCHELL. Yes. It is my belief that that is so.
Senator MALONE. For your information, there are quite a few

investors in foreign countries, like the copper companies and other
large companies. Mr. Ford has 26 plants outside of the country. He
is shipping his product back here in increasing amounts each year.
I could give you quite a list of foreign investors who are doing the
same thing.

In Germany and Japan, they have practically dominated the crock-
ery market. I guess you know that. Many of our domestic plants
are shut down. Most of them are extremely curtailed in Ohio, and
SO on.

Secretary MITCHELL. There are certain manufacturers that have
been injured, yes. I think, Senator, that I must say, to reiterate the
point I have been trying to make, that I think such a procedure as
that before you, H. R. 1, has to be looked at in terms of the overall
interest, from my point of view, of the working people of the United
States, and when you look at the degree, high degree, of employment
that exists nationally, as it does now, and when you look at the num-
bers, millions of people who are employed in the manufacture of goods
for export, it is self-evident to me that reciprocal trade, as it has been
carried on, and as is proposed under this bill, is healthy and good for
the workingman of this country.

Senator MALONE. Does this bill mention reciprocal trade?
Secretary MITCHELL. No, sir.
Senator MALONE. Where did you get the connotation or the name

of it?
Secretary MITCHELL. I believe the whole intent is there.
Senator MALONE. Does it indicate so in any place?
Secretary MITCHELL. I would like to look at the specific bill, and

I think you will find that there is an indication.
Senator MALONE. Does the phrase "reciprocal trade" occur there?
Secretary MITCHELL. I believe it says tariffs may be reduced in

return for concessions from other countries, which is the essence of
reciprocal trade.

Senator iMALONE. Do you believe we get those concessions? Have
you studied that part of it?

Secretary MITCHELL. I would say to you that when you look at our
high level of employment, again which has occurred in these years
when we have had reciprocal trade, it has been to the advantage of
the workingman.

Senator MALONE. Do you include the national-defense production
that we are sending over there, without any return at all, and the
monetary grants-in-aid, and the material and equipment that we ship
abroad, paid by the taxpayers here?

Secretary MITCIHELL. Include in what, sir?
Senator MALONE. Read that question.
(Question read.)
Secretary MITCHELL. I didn't understand "include." In what, sir?
Senator MALONE. Included in your estimate of the jobs.
Secretary MITCHELL. Four and a third million? Oh, I see. If

you excluded them. I will be very glad to furnish you figures, but
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our rough estimate is if you excluded them, it would be about a
million less.

Senator MALONE. I should say that there would be at least a million
less, and maybe a considerable number more than that. But it re-
mains that you do believe that the responsibility of Congress under
the Constitution of the United States to set these duties or tariffs
and to regulate foreign commerce or trade in the interest of what you
describe to be the whole world, of all of the workers, should be taken
away from the agent of the Congress, the Tariff Commission, and
lodged in the executive department where one man is to be the judge
as to whether or not an industry shall be expanded or decreased or
even deceased as the case may be?

Secretary -MITCHELL. I believe, sir, if I may repeat, that the in-
terest of the workers of the United States are best preserved by
H. R. 1.

Senator MALONE. And H. R. 1 does provide that the President of
the United States is the sole judge as to when a duty is reduced and
imports increased as a consequence, that he is the sole judge as to
whether any relief is given to any industry or not, you understand
that, sir?

Secretary MITCHELL. With the safeguards that are in the bill.
Senator MALONE. Let's review the safeguards again.
Is not, the President the sole judge as to whether the safeguards

are invoked or not?
Secretary MITCHELL. Yes, he is the sole judge.
Senator MILLIKIN. I want to reiterate that if the President goes

below the peril point, he must make a report to the Congress so the
Congress may take action if it thinks his reason is insufficient, and
any time the President makes what we think is an insufficient reason
for not providing the peril test, Congress has its own jurisdiction.
In' fact, there is never a moment when it doesn't have jurisdiction
over the whole subject.

The CIIAIRMAN. Are there any further questions?
(No response.)
The CHAIRM-3AN. If not, the meeting is recessed until 10 o'clock

tomorrow morning.
(Whereupon, at 2:25 p. in., the committee recessed, to reconvene

at 10 a. in., Friday, March 4, 1955.)
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FRIDAY, MARCH 4, 1955

UNITED STATES SE NATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to recess, at 10 a. in., in room 312, Sen-

ate Office Building, Senator Harry Flood Byrd (chairman) presiding.
Present: Senators Byrd, George, Frear, Barkley, Millikin, Wil-

liams, Malone, and Bennett.
Also resent: Elizabeth B. Springer, chief clerk.
The CAIRMAN. The meeting will come to order.
The first witness this morning is Mr. James B. Carey, secretary-

treasurer, Congress of Industrial Organization.
Mr. Carey.

STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, CON-
GRESS OF INDUSTRIAL ORGANIZATIONS, AND PRESIDENT,
INTERNATIONAL UNION OF ELECTRICAL RADIO MACHINE
WORKERS, CIO

Mr. CAREY. Mr. Chairman and members of the committee, I am
James B. Carey, secretary-treasurer of the Congress of Industrial
Organizations, and president of the International Union of Electrical,
Radio, and Machine Workers, CIO.

I appear here today on behalf of the Congress of Industrial Organi-
zations in support of H. R. 1, the Trade Agreements Extension Act of
1955, as passed by the House of Representatives.

The CIO is proud of its long, historical record of support for lib-
eralization of American trade policies through the reciprocal trade
programs. For more than 10 years, witnesses representing the CIO
have appeared before congressional committees to urge continuation,
to urge extension, to urge support for a liberalized trade program. I
personally appeared on behalf of CIO in 1945, 1947, again in 1948 and
1949, and, most recently, in January of this year before the Ways and
Means Committee.

Since I developed our reasons for supporting I. R. 1 when I testi-
fied before the House Ways and Means Committee on January 24,
1955, I shall not discuss them in detail today before this committee.
But let me present, in summary form, some of the major reasons we
have given for supporting a more liberalized trade policy within the
framework of our reciprocal trade agreements program:

1. Raw material imports are essential to keep many of our basic
industries in operation.
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2. Important food commodities must be imported, such as cocoa,
bananas, tea, and so forth.

3. Many American industries export a substantial proportion of
their production.

4. Trade is a two-way street.
5. Countries abroad must earn dollars in order to buy the products

of our American industries.
6. Trade opportunities must be opened if living standards and eco-

nomic conditions of many countries throughout the world are to be
improved.

7. Improved economic conditions are a means of stopping commu-
nism, as well as potential military aggression.

It is for these reasons, which were developed in detail in our testi-
mony before the Ways and Means Committee on January 24, 1955,
that we urge support for H. R. 1.

At the CIO convention in December 1954, we supported once again
Extension of the reciprocal trade program. The following is the perti-
nent quote from the resolution:

The isolationist high tariff bloc * * * has prevented * * * putting into effect
a realistic trade program for the United States * * * that * * * shall not be
destructive of basic American industries. Such a program, designed to bolster
the economy and strengthen the purchasing power at home and abroad, is
urgently required.

In another resolution, dealing also with international trade, our
convention said:

We support extension and liberalization of international trade programs;
adoption of legislation designed to ameliorate any harm resulting to affected
workers, areas, industries. Such tariff reductions shall not be destructive of
basic American industries.

It is because we do not want to see any basic American industries
destroyed that we have continually said to this committee and to the
Ways and Means Committee of the House of Representatives that
the escape clause provision and the peril point provision of the recip-
rocal trade program must be continued in their present form.

In addition, we have always felt that the procedure before the
Committee on Reciprocity Information affords an opportunity to
American industries threatened with serious injury resulting from
imports to present their case. The public hearings held by the Com-
mittee on Reciprocity Information are designed to determine which
items are to be considered when we negotiate with our allied trading
nations. With the retention of these provisions in the present law,
H. R. 1 has our wholehearted support, and we urge this committee to
report the bill favorably, so that the Senate may take prompt action.

ADJUSTMENT PROGRAM

We suggest that this committee give serious consideration to a com-
panion bill designed to provide aid and assistance to workers, indus-
trial enterprises, and communities affected by increased imports.

In the CIO convention resolution, from which I have already
quoted, we also said:

* * * there must be a clear understanding of our national responsibility to
protect workers of any industry that may be hurt by * * * an * * * increased
trade program adopted in the national interest * * * Particularly in these times
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,of widespread unemployment * * * (A program must include) (1) Government
aid in helping convert industrial plants to other production; (2) aid in retrain-
ing workers; (3) special unemployment insurance during conversion periods;
and (4) special handling of older workers near retirement age. These recom-
mendations incorporated into legislation and introduced itlso the s3d Cong'ress
by Senator Kennedy and Representatives Williams and Eherharter have the
wholehearted support of the CIO.

In this session of Congress, Senator llIumphrey (1 )emocr-at, ilnie-
sota), on behalf of himself and Senator Kemedy (Democrat, Massa-
chusetts), introduced S. 751, and, in the 1loe of Representatives,
Congressmen Eberharter, (Democrat. Pennsylvania), Harrison Wi]-
liams (Democrat, New .ersey), and Donohtue (Democrat, M1asma-
chusetts) have introduce bills dealing with the sante problem of asist-
ance and adjustment.

This committee and the Congress of the United States luist face u )
to the basic and fundamental problem of the changing employtnmit
patterns in the United States resulting from icreased world trade.
There is no denying that some injury may occur in the Tnited States
as the result of import policies.

However, it is not our position that because injury nuaY exist that
international trade should be cut off. This is not the l)ositioii of ('I0,
and it should not be the position of the congress s or the admiinistra-
tion. On the other hand, we cannot be blind to the fact that, as a re-
sult of the continued reciprocal trade 1ir(g'ai, injury may occui, in
,certain instances, as the result of imports into the ITnited States.

It is because of our interest both in maintaining ilnternational trade
and avoiding serious injury to American industries that we urge the
.adoption of the bill introduced by Senators Ihunphrev and Keniedy,
designed to assist, workers, industrial enterprises, and comnmiuitie, to
adjust to imports. insertedd as aim appemlix to my testilonv is a
summary of the major provisions of the Trade Adjustmemt Act of
1955.

I should like to point out, however, that there are no direct subsidies
involved in this bill. It is not proposed that the (iovernmelt slb-
sidize American industries or American workers or Aimeri(an (coin-
munities as the result of injury from tariff policy. It is proposed that
the Government assume some responsibilities to help Awolkers. i hlms-

trial enterprises, and communities to adjust to the problems created by
increased imports.

The bill, S. 751, and its companion measure H. 11. 23S6. are designed
to acomplish this purpose. The theory behind it is that if by Govern-
ment decision tariffs are reduced and the reduction cause-, or threateiis
to cause serious injury, then it should be by Governimmeut decision and
action that some aid, assistance, and adjustments are offered.

The United States Tariff Commission would be required to co-
tinue to make its findings under the terms of the escape clause. Upol
application from industry, the Tariff Commission proceeds to hold
hearings to determine the extent of injury before invoking the escape
clause. Once the Commission finds injury or the threat of injury, it
recommends to the President that the tariff be increased.

Under the l)resent law, the President can decide either to accept the
Tariff Commission's findings of injury and thereby impose the recom-
mendation, which would be an increase in duty, or to reject the find-
ings completely.

59S4-55-pt. 1- 11
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Under the Trade Adjustment Act of 1955, the President would be
given one additional route to follow. He could accept the Tariff Com-
mission's findings of injury, but instead of imposing an increase in
duty, he could recommend that provisions, summarized in the ap-
pendix of this testimony, of the Trade Adjustment Act of 1955, take
effect.

The United States will be able to maintain its liberalized trade 1)ro-
gram only so long as the United States is prepared to deal effectively
with the problems created by imports which tend to solidify the pro-
tectionist position against a liberalized trade program in America.
The United States will be able to preserve and extend its reciprocal
trade program only if it is prepared to face the realities of the
situation.

For these reasons, we lay major emphasis on the necessity of adopt-
ing the Trade Adjustment Act of 1955 as a companion measure to
H. R. 1. By combining the provisions of this bill along with the
existing provisions of the reciprocal trade program-the escape clause,
the peril point, and the Committee on Reciprocity Information Pro-
cedures, we will be a)le to continue the program originally enunciated
by Cordell Hull, which successive Congresses have continued to sup-
port over the years.

The Congress of Industrial Organizations is happy to be recorded
as one of the consistent supporters of this program. We hope that
this Congress will continue our reciprocal trade agreement program
with additional supporting legislation, so that opposition to liberal-
ized trade can be diminished through alleviating the root causes of the
opposition.

In order to make continual strides forward in our trade program, we
must try to resolve the pressing problems of injury to American
workers, industrial enterprises, and communities. If we do not find
solutions to these problems, in my judgment, the United States is
bound to move backward in the field of international trade. The
United States cannot afford to drop back; it must move forward. In
our opinion, to move forward in the field of international trade, the
Congress should enact the Trade Adjustment Act of 1955, as intro-
dluced by Senators Humnphrey and Kennedy, along with H. R. 1.

We therefore urge the committee to report out favorably to the
Senate both H. R. 1 and, as a companion measure, S. 751.

The CHAIR-IMAN. Do you wish a summary of provisions of the Trade
Adjustment Act. of 1955 inserted in the record .

Mr. CAREY. Yes, sir, I would like that inserted in the record.
The CHAIRMAN. That will be done.
(The document referred to follows:)

APPENDIX A

SUMMARY OF PROVISIONS OF THE TRADE ADJUSTMENT ACT OF 1955

These provisions recommend specific action for workers, industrial enterprises,
and communities.

For workers, it recommends the following:
1. Supplementary unemployment compensation benefits up to two-thirds of

weekly earnings for 52 weeks.
2. Earlier (aged 60) retirement for recipients of old-age pensions under our

social-security law.
3. Retraining for new job opportunities.
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4. If necessary, transportation for entire families to new areas of employment,
For industrial enterprises, it recommends the following:
1. Loans through the Small Business Administration for the adjustment of

such business enterprises and communities to economic conditions resulting from
the trade policies of the United States.

2. Appropriate departments and agencies of Government will supply "techlical
information, market research, or any other form of information and advice which
might be of assistance in the development of more efficient methods of production
and the development of new lines of production."

3. Accelerated amortization would be permitted business, industrial enter-
prises, necessary for the " * * development of new or different lines of pro-
duction by an eligible business enterprise or a more balanced economy in alp
eligible community."

Communities or industrial development corporations within the communities
may apply for the following provisions of the act:

1. Loans are available to communities and industrial development corporations
on the same basis as their availability to business enterprises.

2. Technical information, market research, and any other form of information
and advice are available to the community on the same basis as to industrial
enterprises, as long as such information is designed to develop a more balanced
and diversified economy in the community.

In order for any workers, industrial enterprises, or communities to benetit fronw
the provisions of this act, they must receive a certificate of eligibility from the,
Trade Adjustment Board. The Board is to be appointed by the President alld"
composed of five members from among the officers and employees of the executive
branch of the Government. The Board determines eligibility and issues cer-
tificates on the basis of the United States Tariff Commission's report to the
President.

The Board is authorized to hold whatever hearings are necessary to make-suchi
determinations.

The CHAIRMAN. Any questions of Mr. Carey?
Thank you very niuch, Mr. Carey, for your presentation.
The next witness is Mrs. Louella M. Berg, American Ass-ociatioi

of University Women.
(No response.)
(The following letter was subsequently received for the record :)

AMERIcAN ASSOCIATION OF UNIVERSITY WOMEN,
Washington, D. ('., March oj, 1955.

lion. HARRY FLOOD BYRD,
Chairman, Committee on Finance,

United States Senate, Washington, D. 0.

My DEAR MR. CHAIRMAN : The American Association of Iniversity Women i%

grateful for the opportunity to submit this letter in support of H. R. 1, which

would extend the Reciprocal Trade Agreements Act for 3 years and give the

President greater authority to lower tariffs over a 3-year period. The associationL

has supported the Reciprocal Trade Agreements Act from its introduction in 1934

and has recorded its support on the successive occasions when that measure ha!+

been before Congress for extension.
On January 21, 1955, Dr. Alzada Comstock, professor emeritus (if economics,

Mount Holyoke College, representing the AAITW, appeared before the House-

Committee on Ways and Means to testify in support of H. R. 1. We hope that the

Senate Finance Committee will review the testimony of Dr. Comstock which sets

forth fully the position of the association with supporthg reasons. I would like

to attract to your attention, particularly, one paragraph froim Dr Comstock's

testimony:
"The arguments in support of the Reciprocal Trade Agreements Act have be-

come increasingly urgent. There are two compelling reasons for a 3-year exten-

sion of the act at this time. First, our own need of friends-friends who trust our

powers of economic analysis and believe in our sincerity when we assure then

that the free world's way of life can bring them, well-being. And second, the

need of foreign countries to buttress their economies by improved access to

American markets without fear of sudden and far-reaching reversals of tariff
policy."
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The AAUW, an organization of women college graduates which has a member-

ship of more than 131,000 women in the 48 States, Hawaii, Guam, and Alaska,
respectfully urges this committee to report favorably H. R. 1 without crippling
amendments.

Sincerely yours,
LOUELLA MILLER BERG,

Legislative Associate, AAUW.

The CHnAIRMAN. The next witness is Mr. Morris S. Rosenthal, Na-
tional Council of American Importers, Inc.

Mr. Rosenthal.

STATEMENT OF MORRIS S. ROSENTHAL, SENIOR COUNCILOR AND
CHAIRMAN, RESEARCH AND PLANNING COMMITTEE, NATIONAL
COUNCIL OF AMERICAN IMPORTERS, INC.

Mr. ROSENTHAL. Mr. Chairman and other members of the commit-
tee, my name is Morris S. Rosenthal. I am a senior councilor of the
National Council of American Importers, Inc.

From our observation of much of the testimony on H. R. 1 before
the House Committee on Ways and Means, there still needs to be re-
solved the basic problem as to whether or not the United States should
attempt to manufacture, mine, and grow everything that it consumes
within the limits of available natural resources and manufacturing
facilities in our own country. Is this concept best for our overall
national economic welfare? Is this needed for national security and
defense? Is there an inherent right to tariff protection or should not
protection be based on the overall national interest?

In our judgment, it is not in the national interest to adopt a policy
of full protection to all companies, to all industries, and to all segments
of agriculture regardless of considerations of national prosperity and
progress.

The tariff is in the nature of an indirect subsidy, and we believe that
such a subsidy, as in the case of all other subsidies, should be used
wisely and only to the extent needed according to changing conditions.

In the determination of what tariffs should be, the first considera-
tion is the impact of both exports and imports on gross investment
in American industry and agriculture and on the total number of
people employed in factories, in offices, in mines, and on the farms.
Industries that could export more if we ilmport more are surely en-
titled to equal consideration in relationship to their function in growth
of capital, investment, and employment.

Considerations of national defense should mean just that, and not
be stretched to cover everything to which they might possibly apply,
or to related situations beyond proper limits. Furthermore, we need
constantly to bear in mind the effect of American foreign economic
policy on our political and military relations with other countries.
We cannot hope for the political friendships and military alliances,
which we are urging upon others, unless we cooperate with them in
the economic field as well.

With these assumptions as our basic premise, we would like to dis-
,cuss certain specifics of H. R. 1 and to make suggestions for certain
,changes which we think will be constructive.

The Trade Agreements Act properly delegates certain powers to
the President to enable him to act wisely, both for our economic wel-
fare at home and for sound international relations. Its OPponents
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have frequently alleged that the act is unconstitutional, but we doubt
if there is any serious or well-founded allegation in this regard.
Assuredly experience over the years has indicated that the Congress
cannot well (teal with all of the details of American political and
economic needs in all fields. and that, therefore, the Congress needs
in the first instance to establish policy, next to establish procedures
so that the Executive can function efficiently, and thirdly to follow
up on administrative action through the appropriate committees of
both Houses.

As a mechanism, the Trade Agreements Act has, on the whole, func-
tioned well during the past 20 Years. As an efficient mechanism,
the new act needs to be so written as to enable the Executive to carry
out his responsibilities without being haiiistruing.

We would also emphasize once more that the Trade Agreements Act
does not compel and does not contemlplate an indiscriininate lowering
of all tariffs. The reductions that hav ibeen made have come only
after intensive study by the administrative agencies concerned, and
through subsequent negotiations with other cointries" for reciprocal
concessions. And even the deep cuts in some 1930 rates have not been
proven harnlful to our great economic growth and progress over the
past 20 years.

In regard to H. R. 1, we propose the following specific changes:
1. We think that the act should be extended for a period of 4 or 6

years, so that its consideration for extension or modification by the
Congress, and by the public, does not come during the heat of political
campaigns, with the very natural distortions coinmon to such times.

2. We believe that the President should he given authority to lower
rates by 25 percent instead of 15 percent. and that the President
should further be permitted to make that reduction at one time or
over the period of the act in installments according to his discretion.
Five percent a y ear for 3 years is qurely inadequate bargaining power
to accomplish the purpose of reducing foreign barriers to our exports.

3. We recommend elimination of the peril point provision as now
drawn. In our judgment, the several agencies that comprise the two
interdepartmental committees all think in terms of points beyond

which rates cannot be safely reduced. This should not be a funcion

solely of the Tariff Commission, but should be the responsibility of
the interdepartmental committees.

4. We believe that the escape clause as now drawn is harifiiul and
frustrates the purposes of the act. It should be written with its pmrin-
cipal criteriat based on the overall national interest and economic wel-
fare, and the needs of defense. The authority under which a conce.sion
may be modified or withdrawn should be strictly limited to these sit-
uations, and the period of time during which such modification or
withdrawal should remain in effect should also be definitely fixed. Re-
sort to the escape clause should be confined to actual emergency cases
in which a domestic industry, entitled to added protection because of
previously unforeseen situations, is confronted with the actual neces-
sity of making too rapid adju4nients to avoid serious. loss of capital
and a sharp increase in unemployment. If an escape claue is invoked

for such specific reason, action should be limited to a tariff increase no
greater than the original tariff rate, without the use of any new form
of restriction, such as quof as. Also the increase in rate sliould be made
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effective for a specific period of time that would be adequate to permit
domestic capital and labor to make the necessary adjustments to the
competitive situation.

5. A domestic industry that asks for an investigation under a newly
drawn escape clause provision, should be required to establish a prima
facie case of a new and different competitive situation involving a
-lear showing of threatened injury before the Commission is compelled
or even authorized to make a second, third, or fourth investigation
involving the same commodity. Importers should also be permitted
to ask for investigations by the Tariff Commission upon their allega-
tion and submission of a prima facie case that a specific tariff rate is
excessive or constitutes an unwarranted barrier to trade.

6. We recommend restoration of section 5 of the original bill that
authorized the President to reduce rates by 50 percent on products im-
ported in negligible quantity or not at all, without obtaining reciprocal
cessions. This section was deleted by the Committee on IWays and
Means. We also advocate authorizing the President on a unilateral
basis to reduce existing rates by 50 percent on imported commodities
which are not normally produced at all in the United States or are
only normally produced in this country in negligible quantities. As-
suredly, the American consumer is entitled to some consideration.

Furthermore, the consumer buying of such products at lower prices
would enable a spread of purchasing power which would benefit other
domestic industries in enabling them to have wider markets.

7. We suggest that the Congress by legislative action stabilize the
present structure of tariff rates at the July 1, 1955, level, so that those
rates would become the new permanent legal basis on which further
reductions could be made, or on which increases could also be made,
within the limits provided in the act, and in section 336 of the Tariff
Act of 1930. We believe that such action would give a marked degree
of assurance to American business and producers abroad in the stabil-
ity of our tariff policy which is much needed by all.

8. We suggest that section 2 (b) of the act be amended to provide
that new trade agreements be negotiated for an initial term of 5 years,
with the current 6 months termination feature thereafter. This, too,
would provide a greater degree of assurance that concessions will not
be withdrawn in a relatively short time, unless conditions prescribed
in the escape clause warrant such action.

No single piece of legislation and no single element of interna-
tional policy can by itself solve the economic ills of the world or pave
the way for peace. American international policy may be said to com-
prise three elements-our political relations, our military alliances,
and our economic relations. American foreign economic policy may
be said to consist of three elements-trade, investment, and aid.

In all of these we need sound policy directives with ample powers
to the Executive for their implementation. Together they will help
vs in our quest for a peaceful solution of the many difficult and complex
problems that confront us in our international relations.

The Trade Agreements Act is but a single factor in the entire situ-
ation. But we believe it to be an important one, and we are hopeful
that the Congress will adopt a sound and workable act to enable the
United States to cooperate with other countries in the lowering of
barriers to the exchange of goods among all peoples. This will help
increase the production of goods, their flow, and an increase in their
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consumption, which in turn will help the standard of living of our
,citizens as well as all other peoples of the free world.

Thank you, Mr. Chairman.
The CHAIRMANT. Are there any questions?
Senator MILLIKIN. Mr. Chairman, I would like to ask the gentle-

klan under what circumstances would we be warranted in going below
the peril point in making trade agreements.

Mr. ROSENTIHAL. I think we might be warranted in going below the
peril point in making our agreements if in the judgment of the execu-
tive branch of Government such concessions were necessary for broader
considerations of political and military relations. Under those cir-
cumstances, it might be wise for us to make those specific concessions.

Senator MILLIKIN. Where it was tied up with the natial security.
Mr. RosENTHAL. Yes, sir; in the broadest sense.
Senator MILLIKIN. I don't know what you mean "in the broadest

sense." Everything has something to do with security. Can you put
some limitations on your suggestion?

Mr. ROSENTHAL. No. I think in regard to our national security,
taking into account what we think we need to accomplish in different
areas of the world both for those nations already committed to us,
as well as for the nations that are more or less neutral and uncom-
mitted, yet which we would still wish to draw within our democratic
orbit, I think that considerations might warrant going below the peril
point.

Senator MILLIKIN. Would it be for action having direct influence on
the national security or someone's opinion that this would be good
for the national security?

Mr. ROSENTHAL. I think that is to be predicated on someone's opin-
ion of what is good.

Senator MILLIKIN. Whose opinion should that be?
Mr. ROSENTHAL. I think that should be left to the executive branch

of Government.
Senator MILLIKIN. Don't you think Congress should have anything

to do with it?
Mr. ROSENTHAL. I think Congress might well delegate those powers

to the executive branch because I think the combined group of agen-
cies concerned with that need to have that authority from the Congress
so that they can act.

Senator MILLIKIN. I think you will agree, will you not, just left on
a broad, general ground of national security, unless that was in some
way limited to anyone having the judgment, lie could say, "Oh, well, I
consider it to be in the interest of national security and therefore I
will violate the peril point."

Mr. ROSENTHAL. But I think, Senator, that if you take the combi-
nation of agencies that comprise the two committees, and not neces-
sarily those that sit on the committees, but the heads of Cabinet posts,
that you have a sufficiently broad group, and also those who are meni-
bers of the National Security Council, who do not serve as Cabinet
officers, I think you have a broad enough group to whom the Congress
can entrust those powers.

Senator MILLIKIN. But there is no restraint against action that is
simply for free trade and assigns to it the reason that it is for na-
tional security. Those who believe in free trade believe that free
trade helps the national security.
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Mr. ROSENTIAL. I am inclined to think that that would be stretching
it further than intellectual honesty would compel.

Senator MRLTKIN. I don't want to use adjectives about intellectual
honesty. Assmning that it is very honest and a man believes that free
trade helps the national security, he would be entitled to violate the.
peril point.

Mr. ROSENTIIAL. Yes, if he honestly believed that, he would be.
It is difficult for me to conceive that a combination of high officials
of the executive branch of Government would all feel that way.

Senator MILLIKIN. They wouldn't have to all feel that way. What-
ever advice the President chose to take, lie would take, whatever feel-
ings he had within himself, he would reflect. I am not talking about
any particular President or any particular trade committee.

There has been complaint about the present escape clause because
it does not sufficiently shore up protection against the very things I
am talking about.

Mr. ROSENTHAL. I think these things have to be left to some peo-
ple's judgment and some of my observations over the years, I think-
this is generally just a matter of opinion-that the combined depart-
ments of the executive, taken together in consideration of these prob-
lems would think in all terms of genuine national security and also,
of adequate protection for American industry and agriculture.

Senator MILLIKIN. Would you say that the President would be com-
pelled to accept the recommendation of all of these agencies you re-
ferred to, or of part of them, or of those he thought were wise and
those lie thought were unwise? How would you do that?

Mr. ROSENTILAL. I think the President would have to accept what
he thought was wise.

Senator MILLIKIN. Then it comes down to a question of the economic
theories of the President, does it not?

Mr. RoSENTHAL. Ultimately, it would, but I would again think, as
we work in our processes, that the President is influenced by the ex-
perts in different departments and the expression of their opinion.

Senator MILLIImN. I would think he would be, but he need not be.
The President could reflect his own opinions. I say if he were a free
trader by philosophy, he could say free trade is what we need to se-
cure the best security interest of this country.

Mr. ROSENTHAL. Yes, sir; that is possible.
Senator MILLIKIN. You would exclude Congress from any ultimate

review of that subject?
Mr. ROSENTHAL. Within the limits of the 3-year period, I think I

would entrust that to the Executive, and Congress can make the
changes in the act it desires. In fact, it can change an act in a lesser
period of time.

Senator MILLIKIN. Wouldn't you think that the Congress, if it (lid
not like the President's decision, should have the right to impose its
own judgment? The Constitution, you know, gives the Congress the
authority ton

Mr. ROSENTHAL. I think the Congress would have. I think that
would be possible for the Congress in passing sup"" elplemeItarv legisla-
tion. In the first instance, I think it is wise to delegate broa-d powers
to the Executive in a good many fields in our complex situation
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Senator MILLIKIN. I don't think anyone can quarrel with the gen-
erality, but when it comes down to how some partictllar industry is
affected, that is not susceptible to treatment by generality.

Mr. ROSENrNTiHAL. NO, sir.
Senator M8IILLIKIN. And so, if the Congress would not like the view-

point of the President, whoever lie might be, it would be at liberty to
reverse it.

Mr. IOSENTLAL. Yes, but I would personally think it more advis-
able to delegate powers to the President in the first instance, with the
possibility of subsequent reversal by the Congress, than to tighten the
powers of the President and his executive branch to a point that I
don't think gives them enough latitude.

Senator MILLIKI N. I(ldiln't hear the last statement.
Mr. ROSEN'trIAL. I would prefer to see the Congress delegate broad

powers to the President in the first instance, and afterward have the
right of reversal in the event that the Conrgress feels the Executive has
exceeded his authority or has shown unwise judgment, rather than
to have the Congress in the first instance limit the Executive to a point
where I, at least, don't think lie can function efficiently.

Senator MaILLI. Mlay I suggest, to you that the Congress has no
right to delegate powers. That is something it cannot delegate. It
has a right to delegate standards and the operation of standards.

Mr. ROSENTHAL. Yes, sir.
Senator \ILIKIN. And assuming that the standards are adequate,

I think that is a right to delegate the administrative features connected
with the operation (if standards ai what the ('ongess ('oisilers to be
proper standards.

Mr. ROSENTHAL. Yes, sir.
Senator MILLIKIN. You don't favor giving the Irmcident inil limited

power in the subject
Mr. ROSENTHAL. No, sir.
Senator MILLIKEN. Congress noist always retain the right to (is-

agree with him.
Mr. ROsENTHAL. Yes, sir, definitely.
Senator MILLIKIN. And if the escal)e clause were tightened up, so as

to preserve the right of the President t(, see that the security interest
of the country might be-I am talking about the security, I am not
talking about general economic philosophy, I am talking about security
interest-if the escape clause were tightened up sufficiently so that
the President's action would have to properly be within those limits,
would there be any objection to that ?

Mr. ROSENTHAL. No, sir.
Senator MILLIKIN. Thank you very much.
The CHAIR MA-. Are there any further questions?
Senator BENNErTT. Mr. Chairman, I would like to ask one question.
The CHAIRM.\N. Senator Bennett.
Senator BENNETT. If the record of the last 20 years had been that

the Executive was devoted to increasing the tariff rates rather than

decreasing them, would your testimony still be the same?
Mr. ROSENTHAL. It would be dependent on the economic conditions

which, in my judgment, in testifying, warranted that.
Senator BErNETT. The point I want to get at: You sincerely believe

that this problem should be entrusl ed to the Executive, regardless of
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the decisions of the Executive, or are you here testifying to that effect
because you believe, based on the record of the last 20 years, that the
Executive has established a trend indicating that it would continue
to lower tariffs rather than to raise them.

Mr. ROSENTHAL. It is because I firmly believe that authority with
standards prescribed-my standards go further than H. R. 1-should
be entrusted to the Executive. I might disagree with the way the
Executive exercised his authority under the act, which would be some-
thing else, but as far as operations go, there I believe that the authority
should be given to the Executive along the lines that I have said,
regardless of whether what the Executive does afterward would agree
with my views in individual cases or not.

Senator BENN rT. Would you carry that principle to fields outside
the question of foreign relations? Do you believe we should increase
the power of the Executive generally? In other words, is it your
feeling that we should move toward one-man Government in this
country and diminish the power of Congress?

Mr. ROSENTIAL. No, sir; I don't think that is the same thing at all,
Senator. I believe, and I would be reluctant to go into other situa-
tions at the moment because I cannot think of them, but I believe with
the complexities of government, it is wise for Congress to delegate as
much administrative authority within standards, as Senator Millikin
has said, to the executive, so that the executive can function well. I
am not fearful of one-man government. The Congress can at any
time pass subsequent legislation, changing what the President has
done, limiting the powers of the executive. Congress through its
committees can keep in constant contact with the various branches of
the executive. But I think, as in the management of a corporation
or trade union or any large organization, it is necessary for the direc-
tors-in this case the legislative body-to formulate 'policy, to pre-
scribe certain standards for the execution of that policy, and entrust
the execution of the policy to the management. In this case, I think
the management is the executive branch of Government. With the
powers of Congress, with the meetings going on so regularly, with the
committee activities, I am not fearful of one-man government. The
extent to which the authority should be delegated to the President to
act within prescribed standards would vary in each situation. But
as a matter of philosophy I am not fearful of one-man government if
the President is given adequate powers to operate within standards
prescribed by the Congress.

Senator BENNETT. That is all, Mr. Chairman.
The CHAIRMAN. Are there any further questions?
Senator MILLIKIN. Mr. Chairman.
The CHAIRMAN. Senator Millikin.
Senator MILLIKIN. Do you in all cases believe that the peril point,

either by way of starting negotiations or by way of an escape clause,
should be observed?

Mr. ROSENTHAL. Yes, sir.
Senator MILLIKIN. In all cases?
Mr. ROSENTHAL. Yes, sir. As we have these two interdepartmental

committees, the Committee on Reciprocity Information and the Com-
mittee on Trade Agreements, it would be my preference admin-
istratively to have the peril-point procedures made the responsibility
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of all the agencies of Government represented in those two commit-
tees, instead of solely that of the Tariff Commission, without in any
way deprecating the work of the Tariff Commission or minimizing my
respect for the members of the Commission and their staff.

Senator MILLIKIN. Of course, we set up the Tariff Commission to
be a fact-finding body, and they have the advice of all the agencies of
Government.

Mr. ROSENTHAL. Yes.
Senator MILLIKIN. All of the agencies you referred to. What puts

the Tariff Commision in the position where it should not make a
valid judgment as far as injury is concerned ?

Mr. ROSENTHAL. It would be preferable to have the combined judg-
mnent of the agencies represented on the two committees. That is a
matter of administrative judgment.

Senator MILLIKIN. The Tariff Commission has available to it and
receives the advice of the various administrative agencies. That
being true, the Tariff Commission is peculiarly qualified to determine
peril point and with the advice that is available to it, why wouldn't
you be content with the decisions of the Tariff Commission?

Mr. ROSENTHAL. I would prefer the combined judgment. I don't
think it is a vital matter in the situation. That is a matter of opinion.
I would prefer that to be the combined responsibility of all the agen-
cies.

Senator MILLIKIN. You think there would be a fatal defect in the
law, if assuming that the Tariff Commission has available to it the
opinions of all the executive agencies, it were to make the decisions
on the peril point and its decision were to be the final decision, except
in the case of security reasons? I am talking about security reasons,
I am not talking about general philosophy.

Mr. ROSENTHAL. I don't think it is a vital defect in the peril-point
procedure. It is a matter of preference.

Senator MILLIKIN. Thank you.
The CHAIRMAN. Are there any further questions?
Senator BARKLEY. Mr. Chairman.
The CHAIRMAN. Senator Barkley.
Senator BARKLEY. The Constitution authorizes Congress to regulate

commerce among the States and with foreign nations. It was a hun-
dred years after that Constitution was adopted before Congress imple-
mented it in any way. In 1887 they passed the first act to regulate
commerce, set up the Interstate Commerce Commission. They dele-
gated to it certain powers which under the Constitution were given
to Congress. Those who opposed the act to regulate commerce on
the creation of the Interstate Commerce Commission at the time based
it, among other things, on the ground that Congress was abdicating
its authority and transferring it to an executive body. I suppose it
has been amply demonstrated that the Congress could not, in the very
nature of things, enter into all the details of things relating to com-
merce, rates, practices, and all of the things that the Interstate Com-
merce Commission. as the agent of Congress, has been empowered to
do and does.

Later on Congress created the Federal Trade Commission as an
agency for the regulation of commerce and the enforcement of the
antitrust laws which are based upon the commerce clau,,e of the Con-
stitution.
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There was opposition to that on the ground that it was an abdica-
tion of the authority on the part of Congress.

Now we have the Tariff Conmnission created later as an agency
of Congress, to develop certain facts which Congress could theoreti-
cally develop, but which in the very nature of things could not be done
because of the complications and the cumbersome procedures that have
to be followed if Congress undertook to go into all those matters.

In each case there was opposition on the ground that Congress was
abdicating. I don't think it was so much on the fact that Congress
was abdicating something as it was the opposition to the creation of
the Commission itself. That was one of the grounds on which it was
based, that Congress was abdicating its power.

Congress has in numerous instances delegated its powers or au-
thority to the President or to an agency appointed by him in order
to solve the problems of all implications and complexities that have
arisen in our modern civilization in commercial matters, both at home
and in our relations with other countries.

Do you see any analogy between the creation of the Interstate Com-
merce Commission, the creation of the Federal Trade Commission,
the Tariff Commission, and other commissions, or even in the delega-
tion of its power in certain cases with certain restrictions to the execu-
tive itself, as has been done?

Mr. ROSENTHAL. I felt that the creation of those Commissions has
not only been wise, but a necessity, as our Nation grew and as our eco-
nomic problems became more complex, and I think that there is a very
definite analogy between them.

Senator BARKLEY. While the Constitution divides our Government
into three branches, it has never been supposed that they would oper-
ate as isolated islands completely separated, unconnected, and uncor-
related in the administration of our Government. Congress has at
numerous times, you might say, conferred upon the President or such
agency as he might appoint, under regulations prescribed under law,
Congress has authorized the President to do things that it could do
theoretically and is authorized to do, but in the very nature of our com-
plicated Government and our complicated society, Congress cannot
do, and therefore has found it necessary to delegate that authority to
somebody named by it.

Mr. ROsENTIAL. That has been my feeling.
Senator MILLIKIN. Mr. Chairman.
The CIAIRinrNx. Senator Millikin.
Senator MILLIKIN. I think you used perhaps an erroneous descrip-

tion of the delegating powers of Congress. I believe it is more cor-
rect to say that we can delegate administrative work as distinguished
from the Congress' own constitutional powers. The Supreme Court
has decided again and again that (Congress cannot delegate or pass
over to anyone else its constitutional powers, but it can delegate under
proper standards its administrative work.

Senator BARKLEY. I don't think there is a shar) line drawn there.
Theoretically the Congress could by a law, I suppose, regulate the
rates on railroads that carry on interstate commerce.

Senator MILLIITIN. That is right.
Senator BARKLEY. That is within the powers of Cono'ress, but Con-

gress cannot do it because of the nature of things.
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Senait or MiILLiN. It can clearly delegate tile job of regulatitg rates
to the Interstate ('ommerce ('ommission, but it must (1o so ider
standards which the interstate commerce e ('omnisslon must follow.

Senator BARKL:Y. Yes; awd Congress has always done that. In all
these delegations of authority to other agencies, it has done that,
whether to the President or to the executive departmeitts. It has fixed
the standards by which it should be done.

Senator IILLIKIN. If ( congress (loesi't do it, thlel yol have the
constitutional question.

I an not ma king a point that the ('otgress caimot delegate admi-
istrative duties regarding foreign trade matters, but it imust be under
proper standards.

Senator BARKLEY. I (idil't make any contention to the contrary.
Senator MILLIKIN. Then we have nothing to argue about.
Senator BARKLEY. Then why are yon arguing
The CHAIRMAN. Thank you very much, Mr. Ro)seittlial.
Mr. ROSENT11AL. Thank you.
Senator l'ALONE. Mr. Chairman.
ThI CiAIRMAN. Senator Malone.
Senator MALONE. 1 ant1 very 1tucih intterested in oIll' test0iton y.

Whon do you represent ?
Mr. ROSENTHAL. The National Council of Americait Importers.
Senator MALONE. Your opening statemeitt seems to be a little ct-

fusing when you say that the basic problem i, whether or itot the
United States should attelm)t to ainifactitre, imine, :ti1(l g'ro evi'i\'
thing that is consumed within the litiits tif available i natural resources
and manufacturing facilities in our own country. Just whtat do you
mean )y that ?

Mr. ROSENTHAL. I think a great deal oif the testimmiy ol he Trade
Agreements Act Ias come from individual groups that iave wanted
added protection as individual groups. It mly tlliitkuitg lie T(raIte

Agreements Act per se is really not a snbject a> to whether individual
indlustries should receive added pI'tectioi) or iitdivid(ual tariff rate,
should be lowered, but when hearings' have bee"t hteal wleit exteisiot)
of the let has been under coitsideratint, there la, betl oppositio
to the act by those who wait ad(led lrotection on the ts,,ilntptioll that

this is an act which, of necessity, will lower tariff latc.
It seents to me that the character of that tvs1tiiiloi itdi,ates that

there is still a substantial body of ttinlig in the I'it tel States that

every Altericain company, every Americat i: Itistry, a1 e'ments of

the initing in(ustrv and of agriculture have an iilieremt right to )i()-

teetioit, aid that those comlallits and ii(ilt iI8 nid s() f,)rt1 'itould

not be subjected to conipetitiol front ali'oaI, which itiughit i:'i4e some

of them to have to discoiitiitile their clirrent iues of produtiin aid tip

go into other lines.
I think that is still a basic philosophical problem 1 cf,e us.

Seiator MALONE. Havei't you ever met aity()e lfre ihat jut

thinks that this is a change in the basic ihiliisol)h ) of the cottit. v

that if we want tci retail om. stan(lar(I of 1iviit2 w ige ali(iI ,'its of

doiitg business, that ait iiidustry .houl be eititlh'(I to the protection

that would roughly represent that diflerential of tle wage staid:iiuI

of living" here and in the chief competitive couiitry I

Mi. ROSENTIhAL. I think that the wage argaunent has- been very much

exaggerated, and I think that for two reasons.
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In the first place, I think it is more a matter of productivity as
American industry has shown in a good many instances-and it really
ties into my second point-that it is fully competitive in the markets
of the world. Some of our well-protected industries do a very sub-
stantial export business. We exported during the last 2 years, each
of them, about $13 billion of commercial exports. I am excluding
economic and military aid and so forth. So I don't think the wage
argument is as applicable as is sometimes contended. But it is also my
feeling that even if some companies or some industries, some segments
,of agriculture, cannot compete with goods produced abroad, that it
is not necessary for us to give everyone, in every line, protection.

I think the test for our economy, in addition to considerations of
national security, is the greatest amount of capital that can be em-
ployed in American industry and agriculture, in mines, in petroleum,
and so forth, and the greatest number of people who have jobs.

We know that some of our export industries rely heavily upon their
exports for their profits. We also know that the United States could
export more commercially if countries abroad could pay us, and the
only way they can pay us is if we buy from them.

Senator MALONE. Well, let's put this in just a little different light.
You think they can compete whether they have any protection or not,
and if they cannot compete, they ought to go out of business?

Mr. ROSENTHAL. Taking two factors into consideration, Senator,
I would say yes.

Senator MALONE. What factors?
Mr. ROSENTHAL. The two factors are national security and defense

and all of its implications, and also what I would call the overall na-
tional interest or overall national economic welfare. It is conceivable
to me that there are certain industries that employ a great many peo-
ple, and because of the impact of those industries on our national
economy, that protection is valid.

I don't think protection is valid for everyone. That is my point.
Senator MALONE. Well, you obviously believe, then, that someone

should judge between the industries in the United States that should
not be protected and that should be protected and through that pro-
tection be given equal access to their own markets here 'by having a
flexible tariff law. Of course you are aware that they could have equal
access to our markets by an adjustment of the flexible tariff under the
1930 law, which would be applicable in the event that this act were not
extended.

Mr. ROSENTHAL. Yes; I am aware of the provisions of the flexible
tariff, but what I also feel is that this act is better in that it enables us,
in negotiations with other countries, to get concessions from them for
the lowering of their barriers to imports in return for concessions that
we make. Secondly, as I recall the flexible tariff act, it is tied in to
studies of the cost of production abroad, and I do not think that they
,can be practically and accurately made, so I think this act is some-
what better.

Senator MALONE. I would say to you that it is very easy to estab-
lish what obviously, at least to the Tariff Commission, is that differen-
tial, and to try it, and then, if it doesn't work out, to change it, as is
done on freight rates.

I want to say, in that connection, as far as the interstate Commerce
Commission is concerned-it has been brought into this debate-I
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served 81/ years on the regulatory commission in my own State, antd
participated in a good many hearings before the Interstate Commerce
Commission, and the Tariff Commission was set up the same way
under the 1930 law, on a definite principle and as an agent of Congress.
The Interstate Commerce Commission is set up on a definite principle
of fixing the freight rates on the basis of a reasonable return on the in-
vestment, and they determine through consideration of all the factors
what that reasonable return is in their consideration.

Its findings are appealable to the Courts and can still be taken up
by the United States Congress. There is nothing to keep them from
doing it. The Congress does often call the chairman in when he
apparently is not following the principles.

The Tariff Commission is set up in exactly the same way. The
powers delegated to the Tariff Commission as an agent of Congress
under the 1930 act are on the basis of fair and reasonable competition;
that is to say, the difference in the various factors of cost between this
Nation and the chief competitive nation in doing business, and the
tariff is the difference. If a tariff is found not to be correct, it could be
changed by the Tariff Commission. If Congress found they were not
following it, they could call the Tariff Commission in. It is their
Commission. It is their agent.

As far as the delegation of power to the President is concerned,
the constitutionality of that act is being questioned now. The Mor-
gantown Glassware Guild, Inc., Morgantown, AV. Va., has sued the
Secretary of the Treasury questioning the constitutionality of the
act. That was filed last Monday. So there is little to be gained in
discussing the constitutionality. It will be decided by the court. But
they sued on the basis that it is a delegation of legislative power, which
is not contemplated by the Constitution. Judges have before now
ruled that Congress cannot delegate its constitutional powers to the
executive.

However that may be, it is a question that is now in the courts.
But I want to bring out exactly what you have told me. As I under-

stand it, you believe that industries should not be treated alike. No
Tariff Commission has ever been empowered or has tried to say that
one industry should not be protected and another one should.

Congress has never given any such latitude to any Commission.
They are all treated alike to -develop all segments of the country's
industry in the same manner. You understood that, of course.

Mr. ROSENTHAL. Yes, sir.
Senator MALONE. You are for this act because it allows the Presi-

dent of the United States discretion to say if in his opinion, in his best
judgment-you brought in a political question-if on the matter of
international politics, lie believes it would be better to allow some of
these products to be produced by some other country. Then he can

make a deal with that country to lower our tariff, the protection obvi-
ously needed for the industry to stay in business, and thns to (lit their

business or put them out of business entirely. That is what you want.
Mr. ROSENTHAL. Yes, sir. May I make a few additional observa-

tions?
Senator MALONE. Yes. You do say that is what you want. You

want that discretion?
Mr. ROSENTHAL. Yes, sir. In the flexible tariff act it is tied to costs

of production and even if the Tariff Commission could ascertain rea-
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sonably-which I think is usually difficult if not impossible-the costs.
of production abroad, I would not feel that all goods that could be
produced more cheaply abroad should be kept out of the United States.
I don't think that is sound economics. I think if people can produce,
certain goods more cheaply abroad than we can produce them at home,,
then some consideration must be given not only to the consumer but
to the impact of the spread of purchasing power on other domestic
industries which would get a share of the consumer dollar which they
otherwise would not get.

I welcome the test in the courts on the constitutionality of the act-
The act has been in existence 20 years and I only wish the opponents of
the act had tested the constitutionality of it before. In view of their
allegations I have been sometimes astonished that they didn't test it
before. I think it is sound that we should determine the constitutional-
ity of the legislation.

Senator MALONE. So do I.
Mr. ROSENTHAL. Congress when it has given a tariff rate has acted

on behalf of some industries, and that, of necessity, has had an adverse
effect on others, because we cannot build up our exports unless we im-
port. Therefore certain industries, that are fully competitive in the
markets of the world, are hampered in building up their exports by
virtue of the fact that other industries are given protection. Some-
one must resolve that. When we put a tariff rate on, the Government
is doing something to be specifically helpful to certain industries.
'When we lower a tariff, the Government, whether the Executive or the
Congress, is doing something that harms some and helps others.

I don't think we can escape that. The extent to which we should
do that is a matter for the Government. I think the individual busi-
nessman is fully within his rights to ask for protection either in the
way of higher tariffs, if they believe they need them, or in the way of'
lower tariffs if they think it would stimulate their exports. Someone,
must make a decision, and I think of necessity that must be the,
Government.

Senator MJALONE. As I understand you-I think you are very plain.
about it and I admire you for saying it-the consuming public is en-
titled to a lower price if it can be produced in the lower wage coun-
tries by the sweatshop labor or labor getting lower wages, than you,
can get. here, and if you can ship the product in without a tariff or
with a lower tariff, the public is entitled to secure that ad-antage.

Mr. ROSENTIAL. In certain instances the 1)lblic is entitled to that
con siderat ion.

Senator MALONE. You think the President of the United States
should determine those instances, pick the industries that will be de-
stroyed and the industries that will be built uI ) ?

Mr. J OSENTILAL. I think the decision has to lie made 1)y someone. I
(lon't think there has been such destruction under the a(t ill the last 20
years. O r' economy has grown and prospered. It is true that war con-
ditions have ailed that to some extent. We have consistently growl.
I don't think it would he destructive to American in(llistr- and agricul-
ture as a whole.

I think technology has brought abont more chamiies in capital in-
vestmeit and employment in our history than anyx reduction of tie
tariff has ever done or possibly could (10, yet we consider that a sign
of progress.
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When you speak of the powers of the President, I agree that the
President under the act must make the final decision, but t don't like
to overlook the fact that it is not one man sitting on a throne making
a decision.

The President receives his guidance from a composite group of ex-
i)erts in the field, or at least Cabinet officers, and others wli) are stafled
by experts in the field, so it is a composite judgment rather than olne
man's whims.

Senator MALONE. You bring in the matter of technology, so we will
discuss that just for a minute. The technology of iluprovenient in pro-
duction is available to practically all of the Producers in the country;
that is, unless it is a l)atented process.

That technology is also available to foreign countries. Through
technology, as you so ably suggest, through competition in this coun-
tiy, prices have been very much reduced over the years and, of course,
no one is objecting to any competition in this country where they )ay
approximately the same taxes and the same wages and have the same
costs of doing business.

The objection comes principally that through the lowering of the
tariff you would allow imports from low-wage, low-tax countries and
many-of the countries where we are paying most of the taxes, because
the taxpayer here builds these plants and builds up his own competi-
tion through some of the policies also inaugurated a good many years
ago.

So, as I understand you, what you want is to so set ui ) the procellre
that some arbiter, which is the President of the United States- we
agree on that-can say upon which industry the tariffs or the duties,
as the Constitution describes them, will be lowered and allow more of
those imports to come into the country, presumably, as I get the trend
of your testimony, to give money to those countries to buy other prod-
ucts here.

Is that a fair sizing up of your position ?
Mr. ROSENTHAL. Yes, sir. If you add to it also the various military

and political implications of our relationships abroad, yes, sir, that is
a very fair statement of my position.

Senator MALONE. In other words, if you have some political situa-
tion arise-some of us call it blackmail, others have a milder name
for it-they say, "You have built the plants. We have them now.
If you don't permit us to sell to you, we will sell to Russia."

Mr. ROSENTHAL. I don't think it can properly be called blackmail.
Senator MALONE. I call it that. Mrs. Luce testified-and she is a

fine Ambassador-that now that the taxpayers of America have built
the plants in Italy, that the Italians will not understand if we do not
buy their products. Is that a fair statement of what you are for

Mr. ROSENTHAL. I think that again is taking something it a very
limited sense.

Senator MALONE. I didn't mean to limit it. I meant it to applly to
all the industries where these trade agreements have been made.

Mr. ROSENTHAL. I believe that from political considerations-and
I do not pretend to be a student of the details as to what needs to be
done in our relations with each country-I would say that if. in the
judgment of our Government, it would be helpful to stabilize Italy to
lessen the Communist strength in Italy through importing more from

59884-55-pt. 1-12
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Italy and helping its economy, its employment, and so forth, I believe
that we could do that without impairing the economy of the United
States, that it would be valid, and I would be willing to trust the judg-
ment on that to the Executive.

Senator MALONE. I have understood that you are. Congress has
never delegated authority before to anyone as to what industry will
be diminished and what will be built up.

This is the first time, in this act, that they have ever given such broad
discretion to anyone. Never have they given it to the Tariff Com-
mission to reduce a tariff on any basis except a differential, of course,
on the basis of fair and reasonable competition. So I understand you
thoroughly, I believe, that you are for giving Italy-and that is just
an example, any nation that may need it-a part of our industry, a
part of our employment on a political basis.

Mr. ROSENTHAL. I don't think we are giving part of our industry
or employment necessarily, because I believe, even if some companies
went out of business, to take that as a possibility, that through an
increase in American exports, there would be added capital invested
in American industry and agriculture, and there would be added em-
ployment in those industries.

When you spoke before of technology being available to everybody,
I was thinking in terms of changes m American industry in which
electricity replaced the kerosene lamp and the automobile replaced
the horse and buggy.

Senator MALONE.. Nobody kicked on that, did they? Whenever
you pay the same wages and you can displace coal as a fuel and you
are paying the same wages in this new fuel and doing it in the United
States, I doubt if you will hear anybody kick very much, but you are
talking about displacing it with lower wages.

Mr. ROSENTHAL. Well, I think that the record shows that pro-
ductivity-not money wages--and I wish the wages of some of these
countries would increase, because I think it would stabilize their
economy and their political system to a far greater extent, but aside
from that, that American productivity has indicated that it can be
competitive in the markets of the world. If we cannot be competitive
in every industry, in every type of product made, I don't think that
is a reason for us necessarily to continue the manufacture and produc-
tion of all of those products

Senator MALONE. Are you aware about 50 to 60 percent of the prod-
ucts never have had any tariffs at all ?

Mr. ROSENTHAL. Yes, because they are the basic raw materials which
are either used for food, such as coffee, tea, and so forth, which we do
not produce in the United States or they are basic industrial raw mate-
rials needed by industry in the United States for its production. The
bulk of some 70-

Senator MALONE. I disagree with that. I want to explain it to you.
You are right on the things we do not produce commercially in this
country, and the Tariff Commission is the judge. On the raw mate-
rials, that is what I understand you are trying to do, you want to trade
the productive industries of this country, especially in the raw mate-
rial field, but you are including glassware, you are including crockery,
you are including machine tools you are including textiles, you are
including 56,000 other products that are included whenever such duty
goes below such differential cost with the competitive country.
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What you are for is to leave it to the Executive to determine when
it is advantageous to allow those products to be imported from a lower
wage nation, regardless of any differential of cost through the lower-
ing of the duty, and trading it, in effect, for some other industry that
may export more as a result.

Mr. ROSENTHAL. Yes, sir. I think there are broad economic in-
plications in regard, as I stated before, to the purchasing power of
the consumer.

Senator MALONE. As far as your own materials are concerned and
your opening statement, which I got away from before I completed it,
the question is not at all whether you are going to produce in this
country everything you consume here even if you could, because the
limit of that duty as set by Congress, the delinite principle established
for the Tariff' Commission to go by in setting the tariffs and duties pre-
elude that on the face of it. In other words, when they have this
differential in cost, that does not mean the highest cost or the lowest
cost. It means the reasonable cost and, if you go into it far enough,
you will find that is what it does mean, so that many of these materials
that are protected and have been protected for many years on that
principle do not produce all we consmne in this country, maybe a sub-
stantial part of it, but not all of it, and you will find perhaps three-
quarters of the products unprotected in that category.

So your opening statement is very misleading, don't you believe?
Mr. ROSENTHAL. No, sir.
Senator MALONE. Explain it.
Mr. ROSENTHAL. Because as a matter of philosophy, I still think

there are those who believe that the United States within the avail-
ability of its resources and manufacturing facilities should produce
and manufacture everything it can. There are still those who adhere
to that philosophy. -

Senator MALONE. I just do not happen to know any of them. I think
my acquaintance is rather wide. What they do want is that reasonable
protection, equal access to their own markets, just as under section
336 of the Tariff Act of 1930, to which this matter would advert if we
did not extend the 1934 Trade Agreements Act. There it says in
words of one syllable that the differential of cost, considering all of
the factors possible between the production here and the cost in the
chief competing country, should be set up, and in that reasonable cost
is not, included all of the production. I don't know of anybody that
wants to produce all of anything. Maybe they would secretly if they
could. But. they only go so far as to ask for a fair differential and
equal access to the market.

You are aware, of course, that most of the foreign countries nullify
their commitments in any trade agreements they make with us through
manipulations of their currency, exchange permits, import permits
and quotas, or are you aware of t~lat fact ?

Mr. ROSENTHAL. I am aware of the regulations in other countries.
Senator MALONE. Do you think that these agreements are fully re-

ciprocal?
Mr. RosENThIAL. Within certain limits; yes.
Senator MALONE. What limits are they? Within the limits of the

exchange permit, what they want to come in.
Mr. ROSENTHAL. Within the limits of the economic resources of

the other countries. We are doing now, as I said before, a large ex-
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port business. Other countries have made concessions to us, but the
problems in other countries are very different from our own. We have
no problem of paying for anything that we want to buy abroad. In
addition to the fact that we could export substantially more than we
are now exporting, and so pay for what we would want to import in
addition to the $11 billion, or slightly less a year, that we are now im-
porting, we also have a large stock of gold on hand.

The problem for other countries is the problem of payment to us.
Their various quota arrangements and currency controls, while I don't
like them in principle either, are predicated on the dollar availability
to buy goods from us. If we bought more from them, they would
buy more from us. The dollars come back, Senator, in one way or
another. They do not stay floating abroad.

Senator MALONE. I have that same trouble. There are several things
I would buy if I had the dollar to buy them with and if someone would
allocate them to me I would buy them.

Mr. ROSENTHAL. That is their problem. 'We can allocate the dollars
in two ways. Give the dollars to them or buy from them. I would
prefer to have them buy from us.

Senator MALONE. Do you think we have to give them the dollars?
Mr. ROSENTHAL. I would not give them the dollars for that purpose.

I think our operations in certain fields of economic aid are wise. That
is not a direct problem here today.

Senator MALONE. It is a problem every place.
Mr. ROSENTHAL. I believe that a certain amount of economic aid

to what we commonly call the underdeveloped areas is a wise policy
on behalf of the United States, and I would be happy to testify on
that specific subject on another occasion. But insofar as it is possible,
within the limits of what I have termed the overall national economic
welfare, I would prefer to send our dollars abroad in the form of
buying goods and confining our aid to those situations in which I think
such aid for various reasons is essential.

Senator MALONE. In the interest of time, we will not go into this
investment climate that you might know something about or not know
something about. Whenever you find these countries with investment
climates you can put your money in and get it out again or change it
for its real value, if there is profitable investment, there is private
money to go into it.

Mr. ROSENTHAL. Yes, sir. There is this limit on private investment
that we have to bear in mind. Private investment can go abroad
wisely, in addition to a favorable climate, and I am not minimizing
the importance of climate, but on the basis of financial wisdoni, it can
go abroad if it believes it can make a profit in the country in which it
seeks to invest, if it can withdraw its earnings in dollars and if it
can be amortized in dollars over a reasonable period of time.

Senator MALONE. If it can withdraw its investment in the same
kind of money it took in.

Mr. ROSENTHAL. That is right. It camot do that unless the cOmii-
try in which it invests has exports; which bring it the dollars wvhiich
can go back in repaymneit of our investments. No latter how good
the climate is, you cannot get your money out otherwise.
isn't available. o IThe mey

Senator MALONE. I am glad to have your idea oi this, although
it is a little far afield. You want to force the trade. The reason I
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buy up to the limit of what I have here, 1 don't want to borrow
money and no one will give me any. There is onlh' one way an indi-
vidual can have a dollar shortage. There are two ways a nation can
have it. One way is like the individual when they insist O1 spending
more than they earn each year.

Mr. ROSENTHAL. Yes, sir.
Senator MALONE. The second one is when thev fix a Price on their

money above the market Price and no one but a congress will pay it.
Isn't that about the way it is?

Mr. ROSENTUAL. No, I don't think that is right.
Senator MALONE. Will You explain what it is when they fix a Price

above the market price in dollars for their money? Why is it that
it, doesn't flow freely ? Is there any other reason ?

Mr. ROSExTHAL. 0How do you mean they fix a price above the market
price ?

Senator MALONE. Like the franc and other forms of money.
Mr. ROSENTHAL. I am not a currency expert.
Senator MALONE. I don't want to get into it too deeply. As long

as you brought it up, I want yOu to explain it.
Mr. ROSENTHAL. These countries have problems with their cur-

rencies not only with respect to foreign trade but with respect to
their own domestic situations, and they solve them to the best of their
ability, making mistakes at times. It isn't that I want to force trade.
The only point I am making in regard to what you said about invest-
ment is that I doubt if American management can wisely invest
abroad, even if the climate is excellent, unless they believe they will
be able to get the dollars back and no country can get dollars unle. s
it exports.

Senator MALONE. What you want is to have the investments in this
country go abroad and build plants and ship the stuff back here with-
out a tariff. That is what you want ?

Mr. ROSENTHAL. No, sir, I wasn't thinking of that at all. That may
happen in some instances, but that was not what I was thinking (f.
For one thing, if private American industry thinks it can do well
by investing abroad, I don't think anyone would deny them that right
in a free-enterprise system. Secondly, an added amount of indus-
trialization in other countries is essential for their OiVn economic well-
being and progress, and I think economic welfare and progress in the
undeveloped areas of the world is essential if we are to have any
hope that they will develop along democratic ways of living and
achieve political stability along those democratic ways of living. That
is my thought as to why their industrialization is important. If
American investment goes abroad to do that industrializing, I think
American investment must decide as to whether ()r not it is a proper
kind of investment for management to make.

Senator MALON . Let's get a little closer home. What happens,
whether it is our money, an American comnpany's money, an individ-
ual's money that goes abroad and invests in a plant and brings the
goods here, what happens to the working men here who are in that
business? Can they go abroad, too, and take those kinds of wages

Mr. ROSENTHAL. No, sir. Those working men here would have to
change their jobs and get jobs in other industries which would there-
fore be able to export more.
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Senator MALONE. What would you advise the glass companies to do
now? They have had employees who have been working for them,
some of them second and third generation, and in the crockery busi-
ness and in the mining business, where would they go? What kind
of work do you suppose they could adopt?

Mr. ROSENTHAL. I don't know what kind of work they could adopt.
I am prepared to support the bill that has been introduced called the
Trade Adjustment of 1955, of which Mr. Carey spoke. But again
I tie the problem somewhat to what various American workers did do
in those industries that were forced out when we had technological
changes. They had to move their homes. I am not minimizing the
distress of that. They obtained jobs elsewhere, and our country con-
tinued to grow with that.

Senator MALONE. Up until the last 20 years to now they have never
been forced out of their jobs, except by a competitive service that paid
about the same wages and the same taxes and all of the rest of it, and
nobody is objecting to that.

Mr. ROSENTHAL. That is right, and to some extent I think that we
should recognize competitive services in our import policy.

Senator MALONE. In other words, you should recognize the low-
cost labor and let their stuff come in?

Mr. ROSENTHAL. To some extent; yes.
Senator MALONE. I think that is enough.
I want to say in regard to Mr. Carey that I am sorry he is gone, Mr.

Chairman, because Senator Martin asked me to say in this connection
that there are many unions who are a part of his general union in
Pennsylvania that are against extension of this bill, that have written
Senator Martin and definitely do not agree with Mr. Carey.

The CHAIRMAN. Thank you.
Mr. John C. Ray, Detroit Board of Commerce, is listed as the next

witness.
(No response.)
The CHAIR.AN. Mr. Herschel D. Newsom, master, The National

Grange.

STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL
GRANGE

Mr. NEwsomI. Shall I proceed?
The CHAIRMAN. Proceed, Mr. Newsom.
Mr. NEwsoMi. Mr. Chairman and members of the committee, the

National Grange supports H. R. 1 because we believe firmly that it is
imperative, both for the best interests of farmers and rural people
and in the total national interest, that we provide for the expansion of
international trade. By moving as soundly and progressively as we
can possibly move, in the direction of freer movement of the products
of people everywhere, insofar as it is possible to do so without impair-
ing the integrity of present jobs and present invested capital, we
can build markets toward adequacy, in terms of our current produc-
tive capacity.

The Grange firmly believes that even though there are serious prob-
lems to be taken into account in seeking freer movement of goods and
services among nations, we simply must put increasing emphasis on
a thoroughly realistic and modern foreign economic and trade policy.
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It is unrealistic to condemn all the restrictions on world trade that
have come to be a part of our national and international policy over
the past 35 or 40 years. It is not only unrealistic, but it is completely
unsound to talk in terms of their sudden or even speedy elimination
and removal. It is essential that we recognize that these barriers and
restrictions have come into being in a period when there was no such
thing as a normal, peacetime commercial or economic relationship.

During the entire course of the life of every person in this Nation
not more than 40 years of age, the world economy and our own have
been distorted by war conditions. Many of American agriculture's
best normal customers have felt compelled to set up such trade restric-
tions and barriers as would serve to protect their own domestic food,
fiber, and bread grain supply, just as we in America have in some in-
stances felt compelled to protect the manufacture or production of
certain essentials to our own national well-being, by similar restric-
tions and devices.

Senator MILLIKIN. Mr. Chairman, that applies also to agricultural
products; does it not?

Mr. NEWSOM. Yes, sir.
It is certainly not our intent or purpose to insult the intelligence

of the members of this committee by dwelling at any length on subject
matter with which the members of the committee are vastly better in-
formed than we are from our strictly agricultural point of view. It
is rather our purpose to say that in our play for a foreign economic
policy designed primarily for the purpose of facilitating, rather than
restricting, the most normal trade possible among different nations
and amona different peoples of the world, we are trying desperately
hard to tale all the facts into account.

We understand full well that the best customer for American farm-
ers is by all odds our American customer-our United States domestic
market. Yet, it is that 10 percent or 12 percent of our total produc-
tion which we need to market outside the bounds of the United States
which quite often establishes the price and restricts the income of
American producers on their total production.

As the members of this committee know full well, in the case of
wheat we must export far more than 10 percent or 12 percent of an
average crop if we are to stay out of trouble.

For cotton, it seems clearly necessary that we think in terms of ex-
porting approximately one-third of the crop; in the case of rice, it
is even a larger percentage of our total production that we need to
export, unless we are to condemn agriculture to a policy of trying to
shrink our production by comparable amounts, in these commodities.

Senator BARKLEY. Did you give the percentage of wheat that we

export?
Mr. NEWSOM. I didn't. I only said that it is substantially higher

than the average of all agricultural commodities which we have esti-

mated at 10 to 12 percent.
Senator BARKLEY. You cannot give the specific percentage on

wheat?
Mr. NEWSOM. That has varied a good little bit. I would estimate

that it is close to a third on the basis of the present supply situation

but, as you know, we are in a very artificial sort of a situation.
Senator BARKLEY. I didn't want to divert you there. I thought you

gave the percentage. I didn't catch it.
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Mr. NEWSOM. No; I didn't.
This is not the recipe-I mean to say this shrinking agricultural

production by these amounts-to expanding agricultural income,
which we believe is a fundamental necessity and integral part of the
kind of an expanding total American economy that we believe is both
desirable and possible. In our opinion, there is simply no possibility
of reaching a goal of $500 billion United States productive economy,
unless we can reverse this factor of declining farm income. We are
thoroughly convinced that this matter of foreign economic policy-of
expanding trade on a basis of efficiency and economy of production of
the various commodities, agricultural and otherwise, that enter into
world trade-is a major ingredient of that expanding agricultural
income which we seek.

We are likewise completely certain that the surest recipe to this
sound, gradual, and constructive expansion of world trade is the recipe
that is provided, at least in large measure, in H. R. 1. The dangers of
legislative decision on each and every trading bargain or concession
are great. Of necessity, there is a certain amount of inflexibility in
legislative decisions made on detailed matters. The authority, there-
fore, for the administrative branch of our Government to engage in
bargaining processes-to endeavor to gear concessions, or increased
access to our market, to a corresponding increased access to markets
abroad-to the end that markets may be granted in due regard to
increased purchasing power, made possible by concessions or expanded
outlets for our own production-seems clearly to be the wisest possible
process, by which we can gradually approach the sort of expanded
market that our improved and increased productive capacity makes it
possible for us to supply.

As a matter of fact, the Grange has traditionally believed that we
have been altogether too slow in making use of particular devices
which would make it possible for us to be truly competitive pricewise
in the markets of the world. We have likewise been too slow in using
such other devices as a really sound and effective tariff drawback in
such manner as to guarantee American market accessibility, in some
reasonable proportion to increased foreign markets that may be made
available to natural or normal American products. Administration
of this sort of device can best be assured by reasonable success by the
type grant, or extension, of authority to the executive branch of the
Government which we visualize as being the purpose and fundamental
objective of H. R. 1.

We believe that a careful analysis of the history of agricultural
income since the close of World War I will clearly indicate that it is
impossible to overestimate the importance--from an agricultural point
of view especially-of maintaining the most adequate foreign outlet
for our natural or normal export crops in terms of efficiency of produc-
tion-wheat, cotton, rice, and tobacco-that competitive efficiency will
sustain. We believe that within the framework of the purpose of
H. R. 1 much progress can be made toward the attainment of this
objective. Through careful bargaining processes, this progress can be
made without any impairment, over a period of time of our fine
domestic market for all the products of the farm and the field, as
well as the products of our own customers.

It is our belief that the modifications made in H. R. 1, designed to
clarify the intention of Congress with regard to section 22, makes
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this measure even more acceptable now. We, therefore, give H. R. 1
our wholehearted support.

The CHAIRMAN. Thank you very much, Mr. Newsom, for a very
able statement.

Are there any questions?
Senator MILLIKIN. Mr. Chairman, I am sure the gentleman is aware

of the fact that if we allowed iml)orts to injure domestic industry that
would not help our farm situation; is that not correct .

Mr. NEwsoM. That is right, sir; we are aware of that. I tried to
make that statement about as clear as my language would permit, but
at the same time we believe, Senator, that there are few, if any, cases
in our total economy where we have a completely saturated market
in terms of the real potential.

Senator MILLIKIN. But I cone back to my original question. If
we allow imports into this country that bargained away our payrolls,
that would not help agriculture, would it ?

Mr. NEwsOMr. That is exactly right.
Senator MILLIKIN. So we must adhere to the injury test, nuist we

not?
Mr. NEWSOMx. That is right.
Senator MILLIKIN. Thank you very much.
The CHAIRMAN. Are there any further questions?
Senator MALONE. Mr. Newsom, what is your understanding if you

have studied it, of the 1930 tariff law when it says that the tariffs or
duties according to the Constitution of the United States would be
adjusted on that differential of cost of production.

Mr. NEWSOM. Well, Senator, I confess to you that I suspect that I
am not qualified to give the kind of meaningful answer that you seek.

Senator MALONE. I (10 not seek any answer. You answer it as you
see fit. What we are trying to do is make a record here so we will
know what would happen under this act.

Mr. NEWSOM. I am not familiar enough with that ])articular
Senator MALONE. That is a fair answer that you started to make.
Mr. NEwsoMr. All right.
Senator MALONE. Now I am glad to meet you. I did not know you

to begin with. You are head of a great organization, and of the men
that I know in it-and I know a lot of them -I know of none that want
to injure any other industry. Do you know any

Mr. NEwsoM. No, sir.
Senator MALONE. Then what you really want-I think the question

of the Senator from Colorado was very much to the point-you want
to help agriculture in every way you can without injuring the employ-
ment in the industries of any other field?

Mr. NEWSOM. I think that is a fair statement.
Senator MALONE. Of course that conclusion could not very well be

drawn from your testimony but I am sure-I was sure that that is
what you really meant.

Mr. Nrwso.%r. Well, I do not know why you make the statement that
that conclusion could not be drawn from our testimony.

Senator MALONE. I would like to discuss that just a moment with
you. You are aware that the Tariff Act to which this adjustment of
tariffs would revert if we did not extend the 1934 Trade Aareements
Act provides for exactly what you are talking about, and that i that
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it gives any producer or any potential producer within reasonable
limits equal access to their own market on a basis of fair and reason-
able competition. That is about what it adds up to. Section 36 has
been put into the record several times. It is not necessary, I think, at
this point to reinsert it. Now, the Trade Agreements Act of 1934 that
you have testified you would like to see extended, goes further than
that. It does give the Executive the right to injure other industries if
they think the overall economy or the political friendship of other
nations is important, the factors are rot very clearly expressed.

It is left entirely to his judgment. If he thinks it is beneficial he
can lower the duty or the tariff on any product below that differential
of cost, which means, of course, that you would either have to write
down the wages or the investment to meet it, or go out of business.
The Executive may do that at his discretion. Are you aware of that
provision?

Mr. NEWSOM. Yes. I think I understand that provision to be just
about as you defined it. I would point out, however, that there may
be a difference between us on the matters of definitions as to where
injury occurs.

Senator MALONE. I wish we could have your definition in the record.
I think you are a very important man and I do not know what you

were doing before you became president of the Grange.
Mr. NEWSOM. I have farmed all my life.
Senator MALONE. You are a very important man in this country.
Mr. NEwsoMf. I have farmed all my life, sir. That has been my

business.
Senator MALONE. That is very good. Now we would like to have

your explanation.
Mr. NEwsoMt. Well, perhaps I can demonstrate what I had in mind

or the type thing I had in mind by reference to a problem that came to
us in connection with the American Cordage Institute when their rep-
resentative sought our support for a quota arrangement that would
guarantee the American producer of twine the same percentage of the
American market for that product as of the present, or some other
given time. It was our position with him-and I think this will clari-
fy our position generally-that we were unwilling at that time at least
to subscribe to that kind of a quota. We would prefer to subscribe to
the kind of a quota or restriction of import that would protect the
integrity of the present invested capital or of the present jobs grant-
ing such expansion or such expanded market to all produces-foreign
and domestic-largely on the basis of competitive efficiency. Now
that is the type thing, Senator, that I have been trying to say.

Senator MALONE. Would you just clarify your position on that.
What is the principle that you would stand on to do that?

Mr. NEWSOM. Well, if that protection is going to be afforded in
quotas, then it would seem more realistic and more in line with our
policy to establish those quotas in ternis of a given volume of produc-
tion, assuming that it is determined-and I do not know that facts but
assuming that it is determined-that we, as American farm users of
bailer twine, can buy twine from a foreign source at a lower cost than
we can at an American cost level, then we would only be willing to
protect the American producer on the basis of his present operation in
volume-rather than percentage. If we used double the twine a few
years hence, that we are using now, we do not want to use the tariff or
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the quota system to double the domestic production of twine here at a
time that it is not competitive. By the same token, we would try to
apply this same process to our agricultural products.

Senator MALONE. Now where would this twine be imported from
chiefly ?

Mr. NEWSOM. I confess that I do not recall right now.
Senator MALONE. Some nation in Europe?
Mr. NEWSOM. Well, I think some of it was coming in from Canada,

a substantial part of it.
Senator CARLSON. Some of it would come in from Mexico.
Mr. NEwsoM. That is a major source.
Senator MALONE. My reason for that question is to determine what

their wages were and they are about a half or a third of what wages are
here and naturally it would be cheaper production; would it not?

Mr. NEWSOM. That is exactly right, but that fact in itself, Senator,
is in our judgment no complete justification for promoting expansion
of the domestic production. I say that we are willing to protect them
on the basis of their present level of operation, but it is no basis for
9)romoting expansion of an industry in this country at the expense of
uilding potential markets abroad.
Senator MALONE. Now if you afforded a quota system, taking for

granted for a minute that a quota system could be established that
would guarantee a certain part of the market-and I do not subscribe
to the system because the situation could change overnight that makes
a quota very inapplicable-it might be that the cost of production
could be run up purposely and they would still have the market. Do
you see that point?

Mr. NEWSOM. I think I failed to get this question. You said the cost
of their production might be run up purposely. You mean the
domestic production?

Senator MALONE. If you guaranteed them a certain part of the
market then it would not make any difference what the cost was;
would it?

Mr. NEwsoi. I think that is one of the evils out of that kind of ex-
treme protection.

Senator MALONE. Yes; I think that is right but no one is advocating
it that I know of.

Mr. NEWSOMr. I do not want to indict any American industry, but
that is exactly what they were proposing to use and asking our support.

Senator MALONE. They probably thought it was a last resort as
long as you were all for the extension and the practical adoption per-
sonally of this mode of lowering duties below that differential of cost
so that no one could stay in business.

Mr. NEWSOM. Let me get the record straight. I do not want to in-
dict the whole industry here because of what one individual repre-
sentative said. It may have been a personal statement of his and I
certainly want to clear the rest of the industry so far as that is
concerned.

Senator MALONE. Yes. Well, I think that some of the independents
in the petroleum industry are just about on their last legs and they are
frantic and they are talking about a quota system if the Trade Agree-
ments Act is extended.

But they do not want a quota system, what they want is protection
on a basis of fair and reasonable competition. Sometimes people that
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have stockholders get frantic when they see a Congress just about to
go off the deep end again.

Now I might ask you this. You say that this foreign twine can
be brought in at a lower cost and you are for that. You did cover this
to a certain extent and perhaps that is about all the information you
have here.

Do you have with you the amount of wheat and corn and barley that
is produced and purchased here above the market consumption here?

Mr. NEwso. No.
Senator MALONE. It is substantial, and of course I suppose you are

for the mode of exports to meet the world price whatever it may be,
and the taxpayers take up the difference of the amount that is exported.

Mr. NEWsoM. No; we are not for what we refer to as the one-price-
pis-subsidy program on our normal exports like wheat. Your col-
league there can inform you more adequately than I am probably
justified in taking the time of this committee as to our program.

Senator MALONE. You are justified in taking the time. Don't
worry about the time. You go ahead.

Mr. Nrwso.r. Well, as you may recall, we, with certain other groups,
were successful in getting a wheat certificate plan passed through the
House of Representatives in the last session of Congress that would
permit us to be competitive in the feed markets domestically as well
as the markets of the world so far as bread grain is concerned.

Senator MALONE. How would that work?
Mr. NEwso-i. Well, we can submit you several prepared statements

on that.
Senator MALONE. Just briefly, if you will.
Mr. NEwsoiqr. Briefly it would work about in this fashion. We

would limit price supports to the domestically consumed, for human
food consumption-the human food portion of the wheat crop. Grant-
ing that to talk in terms of withdrawing all price-support measures
from wheat at this particular time-with a billion bushels of the stuff
in the hands of your Government and mine-is completely unrealistic.
In other words, we recognize that we are starting at a terribly bad
time to put any kind of a sound program in operation for wheat when
we have this sizable quantity in the hands of the Commodity Credit
Corporation.

Frankly, our ultimate objective is to confine price support entirely
to the domestically for human-food portion of the wheat crop, per-
mitting feed wheat to move at the free market price.

A good substantial chunk of our American wheat production is
feed wheat and not bread grain-

Senator MALONE. And corn would be excluded?
Mr. NEwsoM. No; we are not mixing up commodities. The Grange

has long advocated what we refer to as a commodity-by-commodity
approach. We have gone a long ways in that direction.

Senator MALONE. The corn would not be included in the principle?
Mr. NEwsor. Not in this particular one because corn is not a nor-

mnal export crop as we call it. We consume corn here.
Senator MALONE. We consume it, here but we cannot consume it and

feed it to cattle and sheep at the price we get for those, and the price
of corn has held. You know that, of course.

Mr. NEwSoM. I would be awfully glad to visit with you as your
time and ours permit on this total farm program deal.
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Senator MALONE. Do you know that that is a fact, at the support
price you cannot feed it to a cow ?

Mr. NEWSOM. Well, I certainly know that within reason.
Senator MALONE. You just kind of look to ne like a fellow who

would know that because you have tried it.
Mr. NEWSOI. I have tried it, sir.
Senator MALONE. Aud our people out there cannot it'y it at a price

they can feed the cattle and sheep, so you are storing it'
Mr. NEwsom. On the other hand, getting back to our subject matter

before this committee, let me say to you very earnestly that when
I saw milk being produced in Kenya, East Africa, last May at 15 cents
a gallon, I had some mixed emotions. I know full well that it is
completely unsound for us to expect American dairy producers to
produce butter in competition with that 15-cent milk when their wage
rate there is about 30 shillings a month.

Senator MALONE. You did not support the lower duty on butter
then? You would not be for that?

Mr. NEWSOr. Well, perhaps I should not have opened up this
subject because it gets complex.

Senator MALONE. Well, I think you should. I am for you. I want
you to know that.

Mr. NEwsoMr. What I am willing to ,ay to you right now is even
though I am not going to be a willing part of asking the American
people to compete with that kind of a wage rate, which amounts to
about $2.50 for 30 days-

Senator MALONE. I have been there, yes. I know you are right.
Mr. NEWSO3u. But I believe firmly that we have got to put our

emphasis where it belongs. There is no excuse for America being
in 13th place among the nations of the world in consumption of dairy
products, and if we consume a reasonably adequate volume of our
whole milk and other dairy products at a time when dairy production
in this country stands at an all-time low per capita-and that is where
it is right now-then I honestly think that we might eventually be

able to provide a little market for some of the 90 percent butter which
they are producing in that area there halfway around the world
and do it profital)ly. I did not meet a single European farmer in

that Kenya Highland territory that would not prefer to drive an
American automobile.

Senator MALONE. Well, I would, myself.
Mr. Niwsom. If they could get it. But currency restrictions compel

them to drive an American-made automobile.
Senator MALONE. You mean an English-made car, don't you, not

an American-made?
Mr. NEWSOM. If I said American I meant that they are driving a

European-made car-French or German as well as English.

Senator MALONE. That is right. They will not let you buy it.

Mr. NEwsoMI. And I am saying to you that if we can somehow or

other build our own market for the major product of our dairy indus-

try, and recognize that butter is a byproduct of this fluid-milk indus-

try which we have no business trying to support at too high a level,
then we may provide some dollar earnings which would, in turn,

produce more American markets.
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Senator MALONE. I think you are a reasonable man and I want to
tell you you are talking to a farm boy and I eat cornbread and milk
and a lot of butter so I am eating my share of it.

Mr. NEwsoir. Yes, sir.
Senator MALONE. And 1 am very interested in what you are saying

because I do not think you want to hurt any industry at all.
Mr. NEwsoMw. We cannot afford it. If we are going to reach this

$500 billion national income we cannot do it by hurting either agri-
cultural or nonagricultural industries, but we have got to expand
markets.

Senator MALONE. I think you are exactly right and I really have
no further questions from you because I think regardless of the im-
plication of what you have said in your written statement and what
you actually mean, that you do not want to hurt anybody and you do
not want to lower the standard of living in this country by any per-
centage at all, do you?

Mr. NEwsoM. No, I want to see it go on up and I think it can go
on up.

Senator MALONE. That is right, but in this country with its high.
living standards and high wages industries in our own country must
thrive and have equal access to our markets to maintain them. They
cannot do that when trade agreements give definite advantage to
foreign countries where some of our largest investors are taking some
of our best machinery. I have been in the engineering business since.
I left the farm, and I have been iii a l)articular business with all kinds
of engineers. 'When big companies invest in a foreign country they
send the best engineers they can find in the particular business. If it
is a copper mill or if it is a textile mill or whatever it is, that is what
they do. If their mill is the last one built, it also is the best in the
world because it is the last. Then they take an American superin-
tendent and foreman there, to train the low-wage foreign workers to,
become as efficient or almost as efficient as our well-paid American
workers.

But in any case, the Tariff Commission under the 1q30 law can take.
into consideration the effective wage. Now in South Africa, where
they pay 40 or 50 cents a day for native labor, maybe it takes 4 or 5 of'
them to make up one good Iishnan but they can pay 10 of them and
have $6 left, so it is a very profitable o l)eration to ship the products in-
here from there at a lower duty. I think you understand what I am_
talking about and I certainly think I understand you.

Mr. NEWso.r. I think that we understand each other reasonably
well. I confess to you that your line of questioning and comment
leaves me with one grave question that I intend to explore, and that is
that if this particular act-the 1930 tariff law to which you referred-
were entirely adequate in itself and if we don't actually need a mecha-
nisin of the nature and character of H. R. 1, then I confess to you that
I am at a loss to know why we continued to stay in such trouble until
we got into World War II.

Senator MALONE. Well, we had the act all the time from 1930 to,
World War II and we had World War II cure the unemployment
situation.

Mr. NEWSOM. But basically, I cannot escape the apparent fact that
every time we have moved a certain distance away from a wartime in-
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flated economy, we have phnged into a declining income situation
which has always heretofore reacted against the total eciony.

I think the major factor in that whole situation which has, as I say,
repeated itself every time we have moved out of a war economy-is
that we have not been realistic in a foreign trade policy that recognizes
that this agricultural industry of mine and vours his to have some
foreign markets.

Senator . -LONE. When I was on the farm -it has been a long time
ago-30-cent corn

Mr. NEWSOM. I sold some corn for 13 cents a bushel anid also eggs
at 6 cents a dozen-and that makes you get old fast.

Senator MIALONE. That is true, and i have gone through 4 of these
depressions aid 1 guess from the looks of your hair you have reached
about 4 of them.

Now I waiit to rea(d this to x'ou because I do want You to think about
it. If you do not want to hurt any indust ry, you have a law to fall
back oni if this 1934 act rims out that wol't hurt all industry, and it
says "That upon their own notionn" the request of ( congress , the re-
quest of the President or pretty near anybody, the Taril ff ('omnnison
can reexamine the tariff or dutyx on) :11v comuoditv, and it is flexible.

It says:
They shall investigate the difference in cost of pr(uction of any domestic

article and of any like or similar foreign article.

Then without going into all of this, I have quoted on page 1S6i9) of
the Congressional Record of Felruary 28. an(d of course the tariff act
is available to you, this is the day the suit was filed, and I w as on (I.i
floor with a speech ; what do they do about it then

The Commission shall report to the President the results of its investigation,
its findings with respect to such differences in cost of production. If the Com-
mission finds by the investigation that the duties expressly fixed by the statute
do not equalize-

it does not say up or down-
the differences in the cost of production of a domestic article and a like or similar
foreign article when produced in the principal competing country, the Commis-
sion shall specify in its report such increases or decreases in the rates of duty
expressly fixed by statute including any necessary change in classification as it

finds shown by the investigation to be necessary to equalize such differences.

And they could do that every () months or anytime that it appears

to be necessary, and have all of the evidence. Now I leave that with

you, and I do not think it is necessary for me to questioli you any

further. You look like a fair man to me, and I think, whether you

realize it or not you are one of the most powerful mel ill this country
(luring your term of office in the Grange.

Mr. NEwsoM. Well, sometimes we think we have been pretty ineffec-

tive, but there is probably no point to continuing on that.

I do want to say that this word "equalize" in the statement you have

lust read disturbs me somewhat because I think there hs to be some

differential somewhere if there is going to be any flow (if commerce.

Senator MALONE. You understand now that these are products that

we produce here. Fifty or sixty percent have no tariff at all and never

have had a tariff. Therefore, these are on products substantially

produced in this country. What you do is to determine a reasonable

cost. The Tariff Commission can determine that reasonable cost, not
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the highest or the lowest cost. You know, you are a farmer, you
may raise corn 100 bushels per acre and the next one 25, there may
be some difference. But you take your average or average overall
when you are talking about your cost of production, and that is what
they do in this tariff situation. They are equipped to find out-this dif-
ference. But when you insert a condition as under the 1934 Trade
Agreements Act, that one man can consider a political situation in a
foreign country or any other situation that he cares to consider or
that his people that do this work for him can consider-and we have
a second and third echelon in a lot of these departments too-you find
that the top men do not understand sometimes what comes up. But
in a tariff commission there is a principle laid down. They are not
entitled to say, "We will trade this industry for the other one."

Only Congress can say that, and Congress can say they will pick up
that extra 50 cents a bushel for wheat and in a foreign market. I see
no indication that they are going to change. Certainly I am very
sympathetic with your problem and I am sure that the other 95 Sena-
tors are, too, but it is a separate problem. You cannot say. and you
have not said-you have said the opposite-that you would not want
to put an industry out of business that only had that duty that made up
that differential of production and producing a substantial amount of
that industry in this country, like glassware, for example, to trade that
for the sale of wheat. You did not sav that.

Mr. NEWSOM. Well, I did not say that we are willing to exclude all
of any given product regardless of what kind of a tariff wall that might
be involved.

Senator MALONE. Where do you get the tariff wall idea when it is
explessed in language of this kind?

Mr. NEWSOM. Well, there is a tariff wall you will have to concede
when we assess a 70- or a 90-percent duty against Japanese china or
French china, a product that we would--

Senator MALONE. Have you been in China and been in Japan?
Mr. NEwsoI. I have not been in China but I have been in France

where they are making this French Haviland.
Senator MALONE. I will tell you why, because in Japan and China

they work for nothing, practically, 15 or 18 or 19 cents an hour and they
are good workers and can duplicate any article on the market per-
fectly. Now I do not know what kind of a duty you need to equalize
the wages of $1.80 labor or whatever it is, to live and drink your milk.
They live very simply.

Mr. NEWSO1I. I know this, Senator, and I think it will clarify our
position if it needs any further clarification. That we have not been
totally happy at all, with the administration of the Reciprocal Agree-
ments Act in the past. We think we have some reason to believe that
agriculture has not fared as well as it should have fared under this cir-
cumstance. But as between the alternative of having no such authority
as H. R. 1 seeks to provide, and having to try to live with the admin-
istration of that authority, as we expect to be able to do a little more
successfully perhaps in the future than agriculture has been able
to do in the past, our choice is very clear and easy. We want H. R. 1.

Senator MLILONE. Well, now, let me see if I understand you. That
is all I want to do, you see. I am not disag-reeino. Ith yuh. .• c -t, Ith Yll h 01 ere.
am trying to make the record so that we know exactly what you want.
Then you are not satisfied with a Tariff Colmnmission, anm agent of Con-
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gress, delegated to do a job on a principle of fair and reasonable com-
petition and finding that difference of cost, and lowering the tariff
whenever they may raise their wage and living standard in that com-
1etitive country, and if they lived like us, it would be automatically
free trade, but you are not satisfied with that. You want someone who
has the right-and of course you do understand that the President of
the United States and his cohorts, whoever they may be, the Depart-
ment of State principally--can on their own move, make a treaty that
will cut the production of one product in this country or eliminate it in
what they think is in favor of another product or political situation
that they may find throughout the world. Now you understand that
that is a basic difference, do you not?

Mr. NEwsoM. We understand that theoretically, at least, that is pos-
sible, but we likewise understand that from a political point of view it
is completely impossible.

For example, we think the administration went completely in the
opposite direction when they increased the tariff on watches made in
central Europe, which is a pretty good customer for our tobacco. But
we think the very fact that they did that may have been compelled
to a larger extent than we knew and that that fact, in itself, is evi-
dence that you have less to worry about from your point of view in
this argument than I do.

Senator MALONE. How many of these products have succeeded in
increasing their protection?

Mr. NEwsoM. I do not know the record on that.
Senator MALONE. A couple.
Now I do not know at the moment whether that duty was increased

beyond that differential or not, but I think not. I think that that was
not beyond what the Tariff Commission found. As a matter of second
thought, I am sure that it was not beyond that.

Mr. NEWsoM. I afn reasonably sure of the same fact.
Senator MALONE. So, as a matter of fact, you have a double situa-

tion there. You need very badly the trained workers these kinds of
industries must have in case of war, in addition to the fact that while
it may cost a little more for a watch made in this country, I am willing
to wait until I have the few dollars extra to let these men work so they
will buy these farm products to eat, and any product that I may have
to offer, which was only an engineering service.

Mr. NEWSOM. That very act, in itself though, played the dickens
with the Maryland tobacco market-I guess that is not appropriate
language here.

Senator MALONE. That is all right, I know how you feel. I would
like to use some of that sometimes. They eliminate it on me, but I
think you are all right. Now what you do want then, you wanted to
trade the watch market for the tobacco market, and I see your point
and that is all I wanted to do, is to get it in the record.

Mr. NEwsoM. All right, sir.
Senator MALONE. I thank you very kindly.
Senator CARLSON. Mr. Chairman, I would not want this oppor-

tunity to pass by without expressing my personal appreciation for

Mr. Newsom's appearance before the committee this morning. I
know of no one that is more devoted to the cause of agriculture, its

increase in foreign trade than the master of the Grange personally,
59884-55-pt. 1-13



188 TRADE AGREEMENTS EXTENSION

and of course he represents an organization that has been sound for
many decades in this country. I could go into great detail on some of
the problems that both he and I have discussed with regard to the
export of wheat, and it is a real problem. I believe Senator Barkley
asked the percentage of wheat we are exporting. It just happened in
1954 we produced about a billion bushels of wheat and we will export
about 200 million which will be about 20 percent of the crop. We have
exported as much as 30 or 40 percent of a crop, and it does make a
real problem when you go into a commodity with a billion bushels
practically on storage, so I sincerely hope that the master of the
Grange will continue to work on this program for the exportation
of wheat, on what we may, in simple language, say is a 2-price system.
And I know it has some problems because we immediately run into
the conflict of dumping. ut at the same time it is one way to get
rid of this subsidy which we hear so much about and with which we
cannot export wheat at the present time.

I did not intend to make a speech but I did not want to let this pass
by without commending him for the work they are doing and his
appearance.

Mr. NEwso1I. Mr. Chairman, I certainly appreciate those remarks,
but the Senator's reference to dumping strikes at the problem so
deeply or so sharply that I want to say to you that if selling in the
foreign markets at a truly competitive price, whether we were talk-
ing about wheat or automobiles or airplanes, can be construed as a
dumping process, then I want to raise the question as to what in the
world we are likely to have to label the process that we are likely to
be engaged in if the marketing quota referendum actually fails this
May or June or July-as it nearly did last July-and we see our sup-
port price of wheat automatically dropped to a point some 60 to 70
cents below the present world market with our Governmeiit sitting
here on top of a billion bushels of wheat.

Now I concede that we have got a terifically difficult proposition to
change programs or even to maintain the present program in the face
of the present circumstances, but when the Secretary of Agriculture
goes before the House Agricultural Committee and says that on the
basis of our present supply, we probably ought to reduce American
production of wheat not from 78 million acres down to 55 million
acres, but down to 19 million acres, I say to you that we are in real
serious danger of forcing agriculture to lead the total American econ-
omy into a tailspin that we just cannot stand. So there is some com-
pulsion about a realistic facing of this situation of providing some
market for wheat outside of the United States that we may not be
forced to ruin the whole wheat economy by something close to a 19-
million-acre allotment.

Senator CARLSON. You have just brought up a problem that is fac-
ing this Nation, especially the wheat growers and I do not believe
there is anyone in this Nation that thinks that we could operate a
sound economy nationally on 19 million or 20 million acres of wheat.

Mr. Nmiwso~i. I certainly do not.
Senator MALONE. Mr. Chairman, I would just like to join with the

Senator from Kansas in appreciation of Mr. Newsol's testimony. I
think he has been very fair in his remarks and I certainl- would like
to talk to him further.
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The CIIAIRMAN. We certainly thank you, sir. I have been a menm-
ber of the Grange in Virginia for nearly 40 years.

Mr. NEWSOM. We are keenly aware of that and proud to claim you,
Senator.

The'CHAIRMAN. It is one of the finest organizations in the country.
Thank you.
Senator BARKLEY. I would like to put in my word there. I am not

a member of the Grange but am a member of the American Farm
Bureau Federation which is closely associated with that organization
and I not only appreciate the intelligence of your presentation here
but your stamina in standing by in the face of cross-examination.

The CHAIRMAN. Thank you very much, sir.
Mr. NEwsom. Thank you.
The CHAIRMAN. Former Congressman William S. Bennet. We are

very glad to have you, sir.

STATEMENT OF WILLIAM S. BENNET, BENNET, HOUSE & COUTS,
NEW YORK CITY, N. Y.

Mr. BENNET. I am appearing wholly for myself. I do not repre-
sent any client. I am receiving no fee and do not expect to receive
anything whatever directly or indirectly except the opportunity of
addressing this committee.

I would like to say a few words about one obstacle to exports which
I think this committee ought to consider. I do not see how it has
any political angle at all. In the twenties, as Senator Barkley knows,
I was the vice president and general counsel of the Edwin Hines
associated lumber interests in Chicago.

We were the second largest lumber exporters in the United States,
and while I mention Senator Barkley's name, I want to say this: He
knew Edward Hines, the head of the organization, and I want to say
to this committee that it is owing to Senator Barkley and Edward
Hines that, after World War I the Congress of the United States
authorized the erection of the veterans hospitals in the United States.
It is an amazing thing that the fight had to be made but Senator Bark-
ley made it. He wanted a hospital at Dawson Springs and he got it.

Senator BARKLEY. They are trying to abolish it now.
Mr. BENNET. They are, but you cannot tell what people can do,

can you ?
Senator BARKLEY. The Hoover Commission has recommended that

it be closed.
Mr. BEN NET. Well, I think they are wrong.
Mr. Hines wanted the opportunity to contribute $2 million of his

own money to the erection of a veterans hospital in Chicago with
only two conditions, one of which was that the hospital should not be
named after his son Edward Hines who had died in World War in
Europe.

The other was (and it sounds rather peculiar for a lumberman) that
there should be a provision in the bill that every hospital built for
veterans should be built of fire-resistant materials. He got the oppor-
tunity and spent $2 million and one of the finest hospitals in the
world was built in Chicago. And every American veteran hospital
was built with fire-resistant materials including Dawson Springs.

Senator BARKLEY. You have a good memory.
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Mr. BENNET. It was an important thing to remember.
I know from my experience in the exporting business in 1920 that

it is full of difficulties.
It is much more difficult today than it was then. But even then in

relation to some foreign countries we had to sell on what was known
as an FSA basis, free-along-side, that is, our lumber was paid for in
gold in Gulfport, Miss. before we loaded a stick on a ship. There
were some countries in Europe where they had reliable banking facili-
ties where we could sell on till of lading, draft attached, and there
were some like England where we could sell freely on a 6 months'
basis and get our money. Now there is only one organization in the
United States that has had the courage or the foresight or whatever
you might call it to give out a statement about the dangers, the dif-
ficulties raised by the lack of convertibility of foreign currencies, and.
that is the National City Bank of New York. I want to read just
two paragraphs about what one big organization had had to do and
then ask leave of the committee to print the whole article, which is
short. They said:

What inconvertibility means in a practical way to businessmen was brought
out vividly in a speech by William J. Haley, recently retired president of Esso
Export Corp., before the Boston Conference on Distribution 2 weeks ago. In one
transaction, he related, a French company was supplied with oil which was'
partly paid for in francs. Fsso in turn used some of the francs to buy steel pipe
which it sold to a refinery in Aruba, Netherlands West Indies, for dollars. The
remaining francs were exchanged for English pounds sterling. Esso then ar-
ranged through the British Food Board to buy frozen jackrabbits in Australia
and later sold the meat to a commissary in Aruba-again for dollars.

This shows what an enterprising firm that wants to sell and get paid can
accomplish. It also suggests the wastes of time and effort-the inefficiencies of
distribution-that inconvertible currencies force upon the community. Many
firms simply do not have the volume of business and the financial and trading
talents to go all the way around Robin Hood's barn to effect a sale abroad.
The manufacturer and the merchant should not have to undertake what con-
vertible currencies in freely functioning foreign exchange markets can do with
infinitely greater speed and efficiency.

May I have this all go in the record?
The CHAIRMAN. That will be inserted in the record.
(The material referred to is as follows:)

[From the bulletin National City Bank of New York, November 1954]

CONVERTIBILITY POSTPONED

At its ninth annual meeting, held in Washington 5 weeks ago, the Interna-
tional Monetary Fund was described by the presiding officer, Finance Minister
van de Kieft of the Netherlands, as entering a period of crucial importance. The
postwar transitional period, he stated, during which most member countries
could not be expected to do away with currency restrictions, "is now clearly
drawing to an end." In fact, this transitional period, originally conceived to run
5 years from March 1, 1947, when the fund began operations, lapsed on March
1, 1952.

The annual meeting disappointed hopes of early actions toward restored con-
vertibility. It did afford opportunity for exchanges of ideas, crystallization of
thinking, and expressions of determination to proceed toward the goal.

It will be recalled that it was the high promise of the fund to bring a new era
of freedom to world trade in the postwar world by making one nation's cur-
rency as good and as useful as another's. Out of the 57 members nations, no
less than 47 continue to limit the usability of their currencies by imposing re-
strictions on the making of payments and transfers for current international
transactions.

This they were not supposed to do, without the approval of the fund, under
article VIII of the fund's statutes which recites the "general obligations of
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members." The continuing prevalence of exchange restrictions is not due to
fund approbation but is based on article XIV of the statutes which authorizes
members, "notwithstanding the provisions of any other article," to maintain such
restrictions in the postwar transitional period. While, after the first 5 years, the
member nations have been required to "consult" with the fund as to further re-
tention of exchange restrictions, the consultations so far have succeeded only in
reminding members of the paramount objective and the means to resolving
balance of payments difficulties.

THE STERLING PROBLEM

Sterling remains the key to the convertibility puzzle. As sterling goes, so
will go a dozen other currencies. Many people were hopeful that the British
Chancellor of the Exchequer, Mr. R. A. Butler, would use the occasion of the
Washington meetings to confirm hopes that next spring might see a merging of
"American account" and "transferable account" sterling into one international
trade pound, capping the long drive toward that objective over the past 3 years.

The London Economist for September 11 had given forewarning that this
perhaps was not to be. Quoting the Economist: "The latest economic report
of the Trades Union Congress, in its search for some grounds for criticism of
Tory financial policy, leaned heavily on the view that the removal of controls
had already left Britain excessively vulnerable to fluctuations in world mar-
kets"-thus inviting a run on sterling in anticipation of the next general elec-
tion which might find a victorious Labor Party clamping on new restrictions.
The Economist cited apprehensions in the Conservative Party that removals of
import restrictions associated with convertibility would lose customers for
British goods.

On the other hand, as the Economist notes, there is the question whether ster-
ling can survive as an international currency if it suffers the double disadvan-
tages of remaining inconvertible and subject to devaluations when ill winds
blow.

MR. BUTLER'S STATEMENT

At the Washington meeting Mr. Butler introduced other considerations favor-
ing a delay in moves to convertibility. "We need time," he said, among other
things, "for the consideration of the many intricate problems facing Europe"
and "for trade liberalization to develop." Agreeing that there were dangers
in continuing too long exchange restrictions countenanced by article XIV of the
fund, he recommended "that the executive directors should be asked to study
during the next several months the conditions for and the possibility of a move
from the transitional provisions of the fund to the more permanent arrange-
ments." At the same time he expressed doubts that the reserves of gold and
dollars outside the United States were adequate for a decisive move forward to
convertibility.

In a speech before the National Press Club in Washington, Mr. Butler asserted
that "it is our fixed determination to go ahead, firmly and patiently, toward free-
ing trade and freeing the currencies" and applauded the "remarkable success"
of efforts to prevent the American business recession "from having its multi-
plier effect on the Commonwealth and European economies." He observed how
the American defense expenditures abroad and various aid programs have "filled
and overfilled" the dollar gap and "for the time being exorcised the persistent
bogey of dollar shortage abroad." But he expressed his belief that a long-term
balance in international payments "should owe more to the firmly rooted and
natural processes of trade, commerce, and investment," and urged the United
States to ease customs procedures, accept more imports of European manufac-
tured goods, and increase new investments overseas to $5 billion a year. "The
paths of restriction," Mr. Butler said, "lead but to the grave. The prizes of ex-
pansion, freedom and harmony can be won only if we each make contributions."

Spokesmen for other nations, obviously readied for affirmative action, evinced
disappointment that Mr. Butler laid such stress on needs to delay. Dr. M. W.
Holtrop, president of the Netherlands central bank, citing the optimistic ap-
praisal of the prospects for convertibility in the fund's annual report, spoke cri-

tically of the "atmosphere of hesistancy and frustration." Dr. Wilhelm Vocke,
president of the board of managers of the West German central bank, ex-

pressing himself as being in general agreement with Dr. Holtrop's remarks, stated

that Germany is prepared "at any moment" to join in establishing convertibility

for current accounts of nonresidents, and pointed to the real objective further



192 TRADE AGREEMENTS EXTENSION

ahead of convertibility for all accounts. In a press conference on September 29,
Dr. Ludwig Erhard, West German Minister of Economics, denied any intention
to embark on convertibility alone but stated that Germany will continue a step-
by-step process until it is no further from convertibility "than the thickness of
a -sheet of paper."

BENEFITS OF CONVERTIBILITY

Speaking for the United States, W. Randolph Burgess, Under Secretary of
the Treasury for Monetary Affairs, focused attention on the broad benefits of
convertibility, predicting that:

"When it does come, convertibility will foster a firmer financial foundation for
the balanced growth of international trade. It will help provide an environ-
ment in which capital may move more freely across international boundaries into
genuine long-term investment.

"To accomplish this purpose, currency convertibility must be accompanied by
a dismantling of discriminatory restrictions on trade and by elimination of the
use of quantitative restrictions for balance of payments purposes except in special
circumstances."

Mr. Burgess acknowledge that, in pursuing these objectives, "all countries have
major responsibilities" including countries whose currencies are presently con-
vertible as' well as those which have yet to move to convertibility. He urged
the importance of having the broadest possible participation in a major move
to convertibility, and reserving the resources of the fund to offset speculative
movements of funds and temporary adverse shifts in trade. "It would seem
clearly desirable," he said, "that a country seeking assistance should come to
the fund with a program of the positive steps it proposes to take in moving to
convertibility":

"Such a program would encompass its exchange rate policies, its policies for
maintaining internal financial stability, and its plans for eliminating descrimi-
nation and reducing restrictions in its trade and payments arrangements. An
effective program would also give assurance of maintaining the revolving char-
acter of the fund's resources."

Some nations have hardly known what it is to have currencies that are con-
vertible at stable exchange rates and that can be trusted to remain convertible
at stable exchanges for an indefinite future. The inconvertibility of European
currencies is a product of the upheavals of the depression period and World
War II. to be endured until governments have mastered their financial problems
and given firm values to their currencies.

On this continent currency convertibility is taken for granted. Canada abol-
ished wartime restrictions in 1950. The Mexican peso has depreciated on occa-
sion but the right of convertibility has been protected. The American citizen's
right to send or spend his dollars abroad is one that rarely has been compro-
mised. The prestige of the dollar rests on a three-legged stool of prudence in
public finance, productive and export-competinz power, and unrestricted convert-
ibility for citizen and foreigner alike.

PROBLEMS OF INCONVERTIBILITY

What convertibility means in a practical way to businessmen was brought
out vividly in a speech by William J. Haley, recently retired president of Esso
Export Corp., before the Boston Conference on Distribution two weeks ago. In
one transaction, he related, a French company was supplied with oil which was
partly paid for in francs. Esso in turn used some of the francs to buy steel pipe
which it sold to a refinery in Aruba, Netherlands West Indies, for dollars. The
remainin francs were exchanged for English pounds sterling. Esso then ar-
ranged through the British Food Board to buy frozen jackrabbits in Australia
and later sold the meat to a commissary in Aruba-again for dollars.

This shows what an enterprising firm that wants to sell and get paid can
accomplish. It also suggests the wastes of time and effort-the inefficiencies of
distribution-that inconvertible currencies force upon the community. Many
firms simply do not have the volume of business and the financial and trading
talents to go all tie war around Robin Hood's barn to effect a sale abroad.
The manufacturer and the merchant should not have to undertake what con-
vertible currencies in freely functioning foreign exchange markets can do with
infinitely greater speed and efficiency.

Mr. BEN'NET. I call attention to the fact that neither Great Britain
nor France has coivertilde currencies, and the fact is that out of 70
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trading countries in the world, fewer than 15 have convertible cur-
rencies, and some of them like Haiti and the Dominican Republic, and
so forth, are small countries, so it is very, very difficult to export
these days.

Having practiced law continuously in New York City since 1893 I
have-except for the time I served in the House of Representatives in
the 59th, 60th, 61st, and 64th Congresses and for the time between
1920 and 1931 when I was vice president and general counsel of an
organization with offices in Chicago-advised clients successively as to
matters arising under the Tariff Acts of 1890, 1894, 1897, 1909, 1913
and 1930.

I do not recall advising clients as to anything under the 1922 act but
my New York City firm may have, and I think did, advise firm
clients.

I also took part in the House debate on the 1909 act and appeared
before subcommittees of this committee in connection with both the
1913 and 1930 acts. In addition, and particularly between 1918 and
1932 had a good deal of experience in connection with trade associ-
ations having to do with lumber, coal and short-line railroads.

Now I interpolate a little bit. When I was a member of the United
States Immigration Commission appointed by the Congress in 1907,
there were 9 of us and we had 9 different views on the immigra-
tion question. So we held a meeting and adopted a motto which was,
"We are not afraid of any fact." And we assembled a force of 200
employees, experts and so forth. We were doing this all with the im-
migrant's money and not with the Government money, it came out of
the head tax, and gave our staff that instruction. It was carried out,
and anyone who wishes to study the immigration facts can start with
our report which was made in December 1910.

I think that is the correct attitude for any congressional committee,
that they ought not to be afraid of any fact. Their opinions are their
own.

Briefly, my thoughts are as follows:
1. Secretary Dulles in Asia last week said that any country has the

right to protect itself by a tariff. He is correct.
2. 32 countries-Bolivia, Ecuador, Guatemala, Peru, Mexico, Fin-

land, Norway, Israel, Lebanon, Syria, Egypt, India, Thailand, Cey-
lon. Australia, Jordan, United Kingdom, Dominican Republic, Ire-
land. Belaium. Brazil, Cuba, Denmark, France, Haiti, Italy, New
Zealand, Sweden, Union of South Africa, Uruguay, Costa Rica, and
West Germany have all recently increased their tariff rates. The
taxing units of St. Pierre and Miquelon have done likewise. Why
should the United States, which has decreased its tariff rates 68 per-
cent since 1937 further decrease its rates now? In this connection
Chile, Venezuela, and the United States of Colombia have each made
both increases and decreases in tariff rates during this same period.

3. As many of these 32 countries ascribe their increases to depreci-
ation of their respective currencies, why should not the United States,
which depreciated the value of its currency in 1934, now increase its
tariff rates because of that depreciation?

4. If 34 competing countries, and tariff units, increase their respec-
tive tariff rates why should the United States decrease its?

5. As the United States, through its payments to the United
Nations, contributes to the expense of maintaining GATT, why should
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not this committee demand that GATT publish the figures affecting
trade and investment matters which the New York Times' Geneva,
Switzerland, correspondent says that GATT collected but probably
will not publish? See dispatch of Michael L. Hoffman headed
"Flight of Capital to United States Continues," appearing in the New
York Times of January 2, 1955.

6. As the newspapers report that the Senate has in its possession
an important report from the Tariff Commission, made in compliance
with an order from the President, why does not this committee defer
action on H. R. 1 until the Senate makes that report public?

7. Has either branch of the Congress the right to legislate on a par-
ticular subject as to which it is known to have important information,
without disclosing that information to the public?

8. As Congress cannot delegate its powers and as the National
Industrial Recovery Act was twice, in whole or in part, declared un-
constitutional for the reason that it attempted to make such a delega-
tion-Panama Refining Company v. Ryan (293 U. S. 388) ; Schechter
v. United States (298 U. S. 495)-why does not this committee inves-
tigate the constitutionality of the proposed delegations of power to
the President contained in H. R. 1? To me, as a lawyer, the bill seems
to have been very recklessly drawn. I have, on my own copy, marked
20 distinct phrases as unconstitutional delegations of power. The
minority views in the other body on H. R. 1 indicate many more.

If their provisions are unconstitutional and the President acts on
them by either increasing or decreasing tariff rates the result will be
that there are no collectible duties on such rates so increased or de-
creased.

9. If the acts of the President under the power conferred by H. R.
1 are suggested as legal, there seems to be only these things that the
President cannot do in relation to tariff rates:

(1) He cannot transfer any item from the free list to the duti-
able list or from the dutiable list to the free list.

(2) He cannot increase any present rate above 50 percent.
(3) He cannot decrease any present rate more than 15 percent

in the aggregate.
(4) He cannot fix any rate on a new item or put it on the free

list.
The possibility that he might utilize the N. S. P. F. provision in the

1930 act as a starting point is not overlooked.
If this is correct it is, as Judge Cardozo said in United States v.

Sehechter, supra, speaking of a delegated power, "This is delegation
running riot."

10. If the New York Times article of January 2, 1955, heretofore
referred to, is correct and so-called undeveloped countries are invest-
ing hundreds of millions of dollars annually in the United States,
which might be invested in the industries of their own respective
countries what duty, if any, does the United States owe to any coun-
try, the citizens of which do not invest in their own industries, but
send their money to the United States for investment in our industries?
If they will not invest in their own industries, why should United
States citizens?

11. The President of the United States in his message to Congress
of January 10, 1955, said, in a modified way, that if the United States
does not buy it cannot sell. If this were so, how does it come that since,
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at least, 1893-61 years-the dollar value of our exports, with the pos-
sible exception of one year, has exceeded the dollar value of our imports
each year?

12. Does not every well-informed person know that international
trade figures must always balance, and that adverse merchandise
balances between this country and all other countries are paid by other
items of those countries-gold, silver, our tourist expenditures; ocean
freights, immigrants' remittances; insurance premiums; interest and
dividends on American securities held abroad and in several other
ways. There are always merchandise differences. A dollar gap in
international trade is an impossibility.

13. When we discuss our relations with other countries ought we not
to remember, and, if necessary, to state, that nearly two-thirds of our
imports from other countries come into this country entirely free
of duty?

14. Our average tariff rate on our dutiable imports alone is about
12 percent, the lowest, possibly, since about 1815-140 years.

15. I call the attention of the committee to the Taylor report made
by a committee during President Truman's administration. This re-
port says, frankly, that European nations would sell more goods in
this country if they were better merchandisers; that they limit their
efforts quite largely to the Atlantic Coast States. This is a matter
of common knowledge.

I never saw a foreign agent in my 10 years in Mississippi. I never
saw a foreign agent anywhere in the State trying to sell us anything.
Every big store in every big city in this country sends its own buyers
to Europe to buy goods, also, there is a possible lack of working capital
in Europe to handle a much larger business in the United States.

16. I also call the attention of the committee to my testimony before
the Ways and Means Committee in the 83d Congress, on the general
subject of the tariff-page 381 et seq., April 30, 1953.

1. The State of Rhode Island is greatly interested in the present
situation relative to the tariff on textiles. See statement of Repre-
sentative Forand, Congressional Record, February 18, 1955, pages
1467 et seq.

18. Our present overall tariff level is 5.1 percent. This is the rate
on our total imports both free and dutiable. The only countries hav-
ing lower overall rates were Japan, Denmark, Belgium, Luxembourg,
Argentina, Sweden, Norway, and the Netherlands. Assuming that
our present financial condition, generally described as prosperous, is
due in whole or in part to the tariff reduction by 68 percent since 1937,
what proof is there that further reduction on tariffs would also be
beneficial?

Just one thing more. We have had 26 tariff revisions in this coun-
t. One of the reasons why I joined with Woodrow Wilson, Robert
l7*LaFollette and William H. Taft to try to establish the Tariff
Commission was that I realized what distress we had in business every
time that the tariff came up in Congress for general revision. Whether
it was brought up by the Democrats or brought up by the Republicans
the effect on business was bad. And we figured out, and I think
correctly, that if we had a tariff commission, it could do a great deal
to do away with those disturbances to business that came so frequently.
And I call attention of this committee to the fact that the Tariff Act
of 1930, the present law has been on the statute books for 25 years,
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which is longer than any other tariff bill in history was ever on the
statute books.

Of course, as far as its rates are concerned, 95 percent of them have
been changed by GATT, but the general provisions of the Tariff Act
of 1930 remain as they were.

I thank the committee.
The CHAIRMAN. Are there any questions?
Mr. BENNETT. Oh, I nearly forgot something. I would like to put

into the record this article that I referred to, The Flight of Capital
to United States Continues, and also a portion of a letter that I wrote
to President Eisenhower on March 1, 1955, asking him if he would
not ask GATT over in Geneva to give us the information that the New
York Times says exists.

(The articles referred to follow:)

,[From the New York Times, January 2, 1955]

FLIGHT OF CAPITAL TO UNITED STATES CONTINUES-GATT STUDIES INDICATE IT Is
A BASIC CAUSE OF CHRONIC DOLLAR CRISES ABROAD

(By Michael L. Hoffman)
GENEVA, December 29.-While President Eisenhower and Congress are being

advised to make it easier for American capital to move abroad, economists here
are worrying about the persistent tendency of capital to move the other way.

World trade seems to have settled into a pattern much less likely to produce
huge dollar shortages-at least as long as the United States keeps spending 3 to
4 billion dollars a year abroad for the pay of troops and for other purposes.

Not so the movement of international capital, if studies by the Secretariat of
the General Agreement on Tariffs and Trade (GATT) confirm preliminary find-
ings. Indeed the irresistible urge of foreign capital to employ itself in the United
States emerges as the chief cause of whatever dollar shortage there may have
been since 1926 (leaving out of account the war-dominated years 1938-45).

This conclusion has been reached after an extensive new look at the pattern of
payments between the United States and the rest of the world in four periods:
1926-30 (boom), 1931-37 (depression), 1946-49 (postwar) and 1950-53 (post-
devaluation of many currencies in relation to the dollar).

In all except the period 1931-37, the United States had a substantial surplus on
current account, excluding unilateral transfers such as Marshall aid. In 1931-37,
the total of world trade was drastically curtailed by depression, and the United
States surplus dropped to practically nothing.

But in the periods during which there was a surplus on account of trade, tour-
ism and other items, net private capital exports from Canada and the United
States or Government-aid expenditures supplied all or more than the dollars
necessary for the rest of the world to balance its dollar accounts.

Were these factors alone considered, no dollar shortage would have arisen.
It is generally known that in the period 1931-37 there was a tremendous flight

of European capital to the United States. The GATT economists find strong
evidence that the disturbing influence of such movements extends over the whole
period and is a dominant factor in the periodic difficulties other countries have in
procuring enough dollars.

DATA ARE DYNAMITE

The policy implications of these new studies, some of which are based on new
data, are substantial and highly controversial. Indeed, they contain so much
dynamite that it is highly unlikely the study will ever be published as an official
paper.

The studies emphasize, for one thing, that the very countries that assert the
duty of the United States to help them with capital investments have been pour-
ing hundreds of millions of dollars a year of their own investment funds into the
politically secure United States capital market.

The studies also throw considerable doubt on the thesis thai lowering the
American tariff is essential to the establishment of better balance in world trade.



TRADE AGREEMENTS EXTENSION 197

Larger American imports would, of course, make more dollars available to the
world for whatever purpose the world wanted to use them.

But if capital movements into the United States rather than the trade in
balance are the chief cause of so-called dollar shortages, they could easily be
made out as the villain responsible for the economic disorder by those interested
in maintaining or increasing barriers to competitive imports.

EXTRACT FROM LETTER OF WILLIAM S. BENNET TO PRESIDENT EISENHOvER
DATED MARCH 1, 1955

Lack of action on the part of Gatt as reported in a dispatch of their special
correspondent Michael L. Hoffman under date of December 29, 1954 appearing
in the Times on January 2, 1955 imposes what looks to me like an imperative
duty on the President of the United States. Everybody in the country knows
that you are anxious to be in possession of all the fact on every economic ques-
tion affecting the country. This article which, of course, is available to you
records a recent action of Gatt, which the Times says: "they contain so much
dynamite that it is highly unlikely that the study will ever be published as an
official paper." It is true that the study apparently produces facts which are
directly opposite to the advice which you have been giving to the American
people but I know that you would not put that reason in opposition to the ascer-
taining of facts. The Congress of the United States is helpless as they have
gone on record as having neither approved nor opposed Gatt and thus washed
their hands of responsibility but that does not relieve the President of the United
States of responsibility. Our people are entitled to the facts. The study seems
to have been intensive, therefore, my request is that you, either directly or
through the State Department, or whatever American body is in touch with
Gatt ask that body to publish the results of the study even though Mr. Hoffman
states "The studies also throw considerable doubt on the thesis that lowering
the American tariff is essential to the establishment of the better balance in
world trade."

The CHAIRMAN. Are there any questions?
Senator MALONE. Mr. Chairman.
The CHAIRMAN. Senator Malone.
Senator MALONE. What is the reason for this flight of capital from

foreign countries?
Mr. BENNET. Because we have got a better form of Government in

this country. Their money is safe here.
Senator MALONE. Then it would follow that any capital from the

United States going to these countries would need these special con-
cessions possibly under H. R. 1 to have any notable success, is that
right?

Mr. BENNET. I do not think there are any concessions in this H. R.
1 that would help foreign capital in any country of which I have
knowledge. If you are sending your money abroad you have got to
depend on the government of that country, and we cannot do anything
about that.

Senator MALONE. Some of our investors are going to these countries
where there are lower wages and advocating lower tariffs, so presum-
ably they can ship the goods back here.

Mr. BENNET. England is advocating two things. First, that each
year the United States invest $5 billion in foreign countries, and sec-
ond, that we lower our tariffs. In the meantime theirs should remain
as they are.

Senator MALONE. You have made a very intelligent approach to
this problem. I, myself, have often wondered since I have been a
Member of the most exclusive body in the world, why we did not study
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the situation in foreign countries before we decided to give our money
to them and give them concessions.

Now you made a very interesting remark earlier in your testimony,,
that there is no such thing as a dollar shortage.

Mr. BENNET. There cannot be.
Senator MALONE. I have argued that question for eight long years on

the Senate floor. This is the ninth year. That you can have a dollar
shortage if you fix a price on your currency in dollars higher than
the market price, that is to say, a normal person will not pay it.

Mr. BENNET. Well, that might be a possible exception. But the
ordinary transaction, you can have merchandise gaps and they are
paid for by the things that I stated. But the dollar gap is just an
expression in words, that is all.

Senator MALONE. Well, isn't it another catch phrase like "trade,
not aid" and all of these catch phrases-most of them come out of
London but some may come from other foreign countries-that we
lived by for 22 years?

Mr. BENNET. Yes, there is no doubt about that.
Senator MALONE. Then we mouth these phrases and believe them

to be true?
Mr. BENNET. Not all of us.
Senator MALONE. I am talking about the majority.
Mr. BENNET. You are talking about those who do believe them.
Senator MALONE. Those that vote for the kind of a thing that is

before us today.
Mr. BENNET. That is a little bit too broad a question but there are

those who do believe them; yes.
Senator MALONE. Do they believe them or just do not investigate

them?
Mr. BENNET. Both.
Senator MALONE. They believe them because they do not investigate

them.
Mr. BENNET. Right.
Senator MALONE. Well, now, if that is true, that there can be no

dollar shortage in trade-and I believe that. I have been in the engi-
neering business for 30 years and industrial engineering for half of
that time and I believe that-then what we are really trying to do is
to force more trade in an uneconomic manner and making up the
difference ourselves, either in cash or lower duties.

Mr. BENNET. I think that is essentially correct.
Senator MALONE. And whenever we lower a duty below that dif-

ferentiation of cost of production of an article under our standard of
living and cost of doing business and in a chief competitive nation, we
certainly injure an industry, do we not?

Mr. BENNET. Ordinarily, yes.
Senator MALONE. Well, there are exceptions?
Mr. BENNET. If we import something that we ourselves do not and

cannot produce. Well, they all come in on the free list anyway.
Senator MALONE. You are correct. It seems to me I have found a

friend in need. I have tried to explain this on the Senate floor per-
haps 100 times, and it is my lack of ability to explain it, I think, that
has something to do with my failure to stop this kind of an operation.

Mr.' BENNET. Well, your State keeps on reelecting you and you are
a young man. Keep it up.
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Senator MALONE. Thanks for the compliment.
Now I am very glad that you explained why the Tariff Commission

was established. You see, we have raised an entirely new generation,
2 of them since we have had this policy, and men that are now 40
or 45 years old have not experienced during their adult life any other
principle, so they seem to think that you have to pass something. Now
you explained why the Tariff Commission was adopted and I have
tried to explain it on the Senate floor, I have tried to explain it here
in this hearing and in past hearings, that when it reverts to the Tariff
Commission, which it does 1 minute after midnight the 12th of June
if this act is not renewed, that any product that carries a tariff on
which there is no trade agreement reverts to the Tariff Commission
under the 1930 law; is that correct?

Mr. BENNET. I will take your word for it. I have not read it.
Senator MALONE. If you find any difference and I hope you investi-

gate it, will you send word officially to the committee?
Mr. BENNET. I will do that.
Senator MALONE. In other words, all the products which carry t

tariff and on which no trade agreements apply revert automatically 1
minute after midnight on June 12th to the policies laid down in the
tariff law of 1930, that is on the basis of differentiation in cost of
production.

Mr. BENNET. I think if you will phrase the question to say "then
come under the jurisdiction of the Tariff Commission" I would agree
with you.

Senator MALONE. That is right. Perhaps my explanation was
poorly made.

Now then the way this Trade Agreements Act is written, any trade
agreement that is in effect now will also revert to the Tariff Commis-
sion 6 months after the President of the United States serves notice
upon that country for cancellation.

Mr. BENNET. I would be inclined to think that was accurate. I am
not sure about the 6 months. I will take your word for it.

Senator MALONE. Well, if you find any difference in this colloquy,
I hope you will inform the committee officially.

Mr. BENNET. At midnight on the 12th of June unless this bill is
passed everything comes back under the jurisdiction of the Tariff
Commission.

Senator MALONE. Unless there has been a trade agreement made,
and then it is necessary that that be canceled by notice of the President
to the country with which such agreement has been made.

Mr. BENNET. Yes.
Senator MALONE. And I think I am right in the six months time

limit. Then it comes back to the Tariff Commission. In other word,
it is canceled within 6 months following the notice. Then, if the
President should cancel all of the trade agreements, they are all back
under the 1930 act. Duties fixed by that act are adjusted up or down
in accordance with the provisions of the act, the difference in the cost
of production in this country and the chief competitive nation; is
that ri ght?

Mr. BENNET. That seems to be correct.
Senator MALONE. I know you are a lawyer because you are very

careful about your statements and I am glad that you are.
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Now you have heard some of the cross-examination of witnesses and
all I have tried to do is to complete the record. The people that sup-
port this act want to continue the principle that there can be other
factors, political factors, international political factors, and the overall
economy of this Nation and many other factors included in determin-
ing what the duty shall be; is that right?

Mr. BENNET. Well, why should there be?
Senator MALONE. I am not for that but under this act the people

that support the thing must believe it because that is what that pro-
vides; does it not? That the President can fix any duty he sees fit if
he thinks he is justified by the political situation, international politi-
cal situation, or the overall economy of the United States?

Mr. BENNET. Well, that is so completely unconstitutional that I
do not think any lawyer in the United States believes it.

Senator MALONE. Well, unconstitutional or not we have followed
that for 22 years; 21 years may be a little more accurate but we are on
the 22d year.

Mr. BENNET. This is worse than anything in the present law, what
is in here.

Senator MALONE. Well, it is not very much worse except that it al-
lows them to continue to reduce the duty further by another 5, 10, or
15 percent a year.

Mr. BENNET. I have marked 20 places there where-
Senator MALONE. Most of those apply to the act now in force; do

they not?
Mr. BENNET. Some of them do; yes.
Senator MALONE. Well, now, are you aware that on Monday of this

week the Morgantown Glassware Guild, Inc., filed a suit?
Mr. BENNET. Yes.
Senator MALONE. Against the Secretary of the Treasury on exactly

the ground you brought up, that he is collecting the wrong duties? He
is not collecting the duties by law?

Mr. BENNET. I knew that they brought a suit, but I did not know
the grounds on which they brought it and I am very glad to learn
them.

Senator MALONE. I refer you to Congressional Record of Febru-.
ary 28, that is Monday, and on page-

Mr. BENNET. I have it and I will look at it.
Senator MALONE. On page 1865 I started an address, and while I

was on the floor the suit was filed, and I think it is very well outlined
in the address and I would be very happy to hear from you.

Mr. BENNET. I will write you a letter about it.
Senator MALONE. Of course that is in the court now and the court

will decide whether it is constitutional or not.
Mr. BENNET. Wait a minute, there is a preliminary question the

court will have to decide, whether the allegations of their complaint
make out a case, a cause of action.

Senator MALONE. Well, I am assuming that the attorneys who have
filed the suit for their client will be successful in staying in court.

Mr. BENNET. I express no opinion on that until I have read it.
Senator MALONE. You read it and give me an opinion.
Mr. BENNET. Yes.
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Senator MALONE. Now we underwent a period there from 1933 to
some considerable time later when constitutionality was not considered
a very serious question; did we not?

Mr. BENNET. I think so.
Senator MALONE. At least a President of the United States used to

say on occasion, "Whether it is constitutional or not, pass it."
Mr. BENNET. So I have heard.
Senator MALONE. Well, I so heard and I was out there in my pri-

vate engineering business and about the time a client thought he was
going to make some money, the State Department would announce
a different tariff and they were broke. So one of the reasons I ran
for the Senate was I just got so mad at the State Department breaking
industries and people in the State and throughout the country, without
a proper hearing according to law, and there was no basis of investing
private capital because the principle upon which tariffs had been based
to encourage investments had been destroyed.

Mr. BENNET. You are referring now to the administration of the
late Franklin D. Roosevelt?

Senator MALONE. I am referring to the administration of the 1934
Trade Agreements Act. I submit that the 1934 Trade Agreements
Act inaugurated a new principle of determining tariffs.

Always before you had some idea that the duty, if you could make
your case, would in some measure represent the differential in the
wage standard of living and the cost of doing business here and in your
chief competing nations.

Mr. BENNET. I have not given that sufficient thought to be able to
say yes or no. It is a pretty broad question.

Senator MALONE. Well, that is the principle of the 1930 Tariff
Act, is it not?

Mr. BENNET. Yes.
Senator MALONE. And that covers 25 years?
Mr. BENNET. Twenty-five years; yes.
Senator MALONE. Well, that has been the law.
Mr. BENNET. Say that question of yours again.
Senator MALONE. I simply asked you if the principle were not

changed from a question of establishing duties approximately repre-
senting the differential in the wage standard of living cost, taxes and
other factors here and in the chief competitive nations on each product
that carries a duty; wasn't the principle changed by the 1934 act to
allow other factors to be inserted, political situations and overall econ-
omy, that had nothing to do in any particular industry with that
difference?

Mr. BENNET. By the Tariff Act of 1930 ?
Senator MALONE. No. They practically nullified the Tariff Act of

1930 by inserting in the 1934 act these other factors.
Mr. BENNET. Oh, since, you mean?
Senator MALONE. Yes.
Mr. BENNET. Oh, yes.
Senator MALONE. In other words, it never was really carried out,

the 1930 Tariff Act?
Mr. BENNET. No.
Senator MALONE. I will not go into the amount of abuse that was

showered on the heads of the people that set those duties, but at the
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same time while setting the duties they provided a definite mode for
adjustment if they proved too high or too low, did they not?

Mr. BENNET. Yes.
Senator MALONE. Section 336?
Mr. BENNET. Yes, that is right.
Senator MALONE. But that section 336 was amended and nullified

by the 1934 Trade Agreements Act?
Mr. BENNET. Yes.
Senator MALONE. So that you could not depend on it?
Mr. BENNET. Yes.
Senator MALONE. Now lack of convertibility of foreign currency

as I understood you to say, was the chief bugaboo in exchange of
articles and in dealing with foreign nations?

Mr. BENNET. Not the chief. I have no way of estimating.
Senator MALONE. Well, it is one of the bugaboos?
Mr. BENNET. It is very serious.
Senator MALONE. Yes, now what is the difference between con-

vertibility on the open market, and nonconvertibility?
Mr. BENNET. I will read it out.
Senator MALONE. I would like for you to. My own language is of

the rather blunt kind that is developed in the engineering business.
It is not a finished product that you develop in the attorney field.

Mr. BENNET. A country is listed as having a convertible currency
when it has no exchange controls.

Senator MALONE. Then any country can set- as currency is made
convertible by the simple operation of withdrawing or not financing
it in the first instance-a price on their currency in dollars higher than
the market price?

Mr. BENNET. That would go part of the way. But they would
have to take off all other exchange controls.

Senator MALONE. Exchange permits?
Mr. BENNET. Yes.
Senator MALONE. And other controls?
Mr. BENNET. Yes.

Senator MALONE. But generally speaking for the language of the
street, the thing that makes it nonconvertible generally is the fact
that the price is fixed in dollars above the niarket-price?

Mr. BENNET. I do not know. All I know is that unless, including
what you put into your question, they remove all exchange controls,
their currency is not convertible.

Senator MALONE. I will include them because you are right.
Mr. BENNET. Yes.
Senator MALONE. I have said that perhaps 200 times on the Senate

floor. In other words, they bring about their own trouble by financ-
ing this price, exchange controls and other manipulations in regard
to their currency?

Mr. BENNET. Yes.
I possibly think they have to. They are the masters of their own

fate.
Senator MALONE. Well, if they have to, then why is it necessary or

why is it mandatory on us to divide our wealth with them to the extent
that they could have free convertibility?

Mr. BENNET. It isn't. Not from the way I look at it.
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Senator MALONE. Well, what would be the end result? This is the
question in which I am particularly interested. What is the end re-
sult if we keep furnishing them money to the extent that they think
they can have free convertibility and free trade for markets, furnish
them our markets to market the stuff which they produce more of than
they can consume in their own country, what is the end result if we
follow that through to a logical conclusion?

Mr. BENNET. We had gone broke.
Senator MALONE. We had gone broke all right, but wouldn't we end

up with the same living standard they have? Wouldn't that mean an
average of the living standards of the world?

Mr. BENNET. Yes, our standard of living would go down.
Senator MALONE. Will you explain that further? I have tried to

explain it 50 times on the Senate floor, that there can be only one re-
sult. When we continue giving them billions of dollars, because they
have this synthetic dollar shortage due to this manipulation of their
money values and various controls, that if we continue to give them the
money and we furnish our markets, divide our markets with them
through the lowering of our duties below that differential of cost,
then-and this is with the nations of the world-what would be the end
result, I am asking you, and I want you to explain it to me. I need
some new language. Would it be an average of living standards, an
average of the living standards throughout the world?

Mr. BENNET. In time, yes.
Senator MALONE. Well, wouldn't it be necessary before we could

really get started again?
Mr. BENNET. In time. No one can tell you hov long but that is the

way it would work out.
Senator MALONE. In the meantime, we would go broke.
Mr. BENNET. Yes.
Senator MALONE. So it would just be a question of picking up the

pieces and having the same wages that the European nations have and
if you took in China and India, we would probably go even lower.

Mr. BENNET. There are some modifications. You are an engineer
and you know that the natural products of different nations differ very
greatly. We could live on our own fat longer than most nations.

Senator MALONE. We will-but, could we if we open the floodgates
for the imports of low wage labor? How are you going to live on your
own fat? Wouldn't they be living on it?

Mr. BENNET. We would share it with them; yes.
Senator MALONE. That is what I am talking about. Until we reach

an average.
Mr. BENNET. Inevitably in time, yes.
Senator MALONE. Well, I am talking about the objective. I came

here to try to stop this. I will confess to you it was uppermost in my
mind. I just got so mad I finally ran for the Senate, and for an engi-
neer, that is pretty mad.

Mr. BENNET. You have been elected how many times, twice?
Senator MALONE. Just twice.
Mr. BENNET. Well, that seems to be working out pretty well.
Senator MALONE. Well, I could catch up on my camping and hunt-

ing if it were not for this subject right at the moment, and I am 'way
behind.

59884-55-pt. 1-14
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One further question and I would appreciate it very much if you
would look up this debate on the Senate floor and this suit that has
been filed. You live in New York?

Mr. BENNET. New York City.
Senator MALONE. Well, then, will you write me a letter?
Mr. BENNET. Yes, I will.
Senator MALONE. One further thing. The Senate of the United

States under a Senate resolution directed my committee to make a re-
port on the accessibility of critical materials to this Nation in time
of war and for an expanding economy. I made that report. It is
Senate Report 1627.

It is available in my office to you. I have a limited number of copies.
It can be secured from the Public Printer. We determined that the
Western Hemisphere could be made self-sufficient in everything we
needed to fight a war or live in peace, and that we can defend it. It
will be very interesting to you. That report is a digest of 10 volumes
of testimony. I would like for you to get it at my office.

And as a secondary consideration, write me when you have had
a chance to look at it. I take this thing very seriously, and I do not
believe that the Congress has ever taken the time to think it through.

There have been many organizations that have testified here, and
many organizations supporting the pending legislation. They sup-
port it, it seems to me, because they think that by diminishing the
market here through the lowering of duties, allowing farm products
to come in, our dollars would go over there and buy some more of some
other kind of products.

I can only come to that conclusion in trying to think it through.
Is that generally correct, do you think?

Mr. BENNET. It sounds correct. It is a pretty long question.
Senator MALONE. Well, let's make it shorter. We change the prin-

ciple. First the principle is laid down in 1930. The principle handed
to the Tariff Commission is to determine the differential in the cost
of production, and that would be the tariff.

Mr. BENNET. Yes.
Senator MALONE. They have no alternative. They can't say that

there are too many automobiles and too little tobacco or something
else. They have to do it on principle.

Mr. BENNET. A difference in cost of production at home and abroad.
Senator MALONE. And the Tariff Commission is an agent of Con-

gress.
Mr. BENNET. That's right.
Senator MALONE. That makes it legal for us to delegate that author-

ity just as we did to the Interstate Commerce Commission when every-
one knew that every railroad had a different rate for every important
shiDDer.

It didn't work and they sat down and created the Interstate Com-
merce Commission. I saw that 81/2 years on my own commission in
Nevada and held many hearings here before the Federal commission.

But the principle laid down by the Congress and by each State law
governing the operations of their commission was that they should
determine those rates on one principle, on the principle of a reason-
able return on their investment. That was right, wasn't it?

Mr. BENNET. Yes.
Senator MALONE. Well, then, they have no latitude outside of that.
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Mr. BENNET. They are bound by the principle that they must act on
the difference in the costs of production between the United States and
other countries.

Senator MALONE. That is what the Tariff Commission must do to
that.

Mr. BENNET. Yes.
Senator MALONE. And the Interstate Commerce Commission in fix-

ing a freight rate must fix it on the basis of a reasonable return.
Mr. BENNET. Oh, sure, and the FTC and all these other Com-

missions.
Senator MALoNE. So that being an agent of the Congress, and

having a definite principle laid down, that makes it constitutional
and legal.

Mr. BENNET. Yes. You will find that stated in Fields against Clark.
It it a citation from a State decision in the Supreme Court of Ohio.
It states exactly that Congress cannot delegate its powers and what
the difference is between delegation of powers and stating a policy
and giving a Commission a right to carry it out.

The first is illegal, the second is legal.
Senator MALONE. Yes. Now the Tariff Commission then-and I

will insert for the purposes of this record once more section 336, and
I will furnish it to the reporter so there is no reason to read it again.

Senator BENNETT. Without objection, it will be received.
(The document above referred to appears on p. 137.)
Senator MALONE. You referred to Judge Cardozo's decision.
Mr. BENNET. His on sentence in his opinion, yes. It was a concur-

ring opinion.
Senator MALONE. Well, Judge Cardozo said, and I quoted in my

speech Monday, Judge Cardozo in his concurring opinion, you are
right, called it a delegation running riot. I will quote Judge Hughes.

Mr. BENNET. Was that Judge Hughes in the Schecter case or the
Pan-American Petroleum?

Senator MALONE. Schecter case, I believe.
Assuming, not deciding that Congress itself might have the power sought to

be delegated to the President by section 9 (c) of the National Industrial Re-
covery Act, as follows: The power to interdict the transportation of interstate
and foreign commerce of petroleum and petroleum products produced or with-
drawn in excess of the amounts permitted by State authority, the attempted
delegation is plainly void because the power sought to be delegated is a legisla-
tive power. Yet, nowhere in the statute has Congress declared or indicated
any policy or standard to guide or limit the President when acting under such
delegation.

So in H. R. 1, nowhere have they sought to guide the President when
acting under such delegation or power. In other words, there is no
principle laid down.

Mr. BENNET. That's right.
Senator MALONE. Well, Mr. Chairman, I certainly appreciate the

testimony of this witness, and I can't begin to compliment you on
the way you have delivered your testimony.

Mr. BENNET. Well, I have had 80 years of experience to base it on.
You can learn a good deal in 80 years, if you apply yourself.

Senator BENNETT. Thank you, Mr. Bennet.
The next witness is Mr. John C. Lynn, legislative director of the

American Farm Bureau Federation.
Senator MALONE. Mr. Chairman, is the Senate in session?
Senator BENNETT. The Senate is in session.
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Senator MALONE. These witnesses are very important and it is nec-
essary for me to go to the floor and also, it is lunch time.

I wonder if we could have an hour or hour and a half.
Senator BENNETT. The Senator from Utah was rough with the in-

structions that the hearings are to be continued until they are finished,
so I have no delegated power from the chairman to recess them at
this point. I think the chairman himself will be back in a little while.

STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR,
AMERICAN FARM BUREAU FEDERATION

Mr. LYNN. Mr. Chairman, in order to conserve time, we would like
to file this statement for the record with your permission, and I would
like to make just 2 or 3 principal points.

Senator BENNETT. Is there objection?
Senator MALONE. Well, I think you are going to be a very important

witness and I think we have got to take your testimony, in my opinion.
Mr. LYNN. Sir, I will be happy to conform with your wishes. I

shall proceed to read the first five pages.
Senator BENNETT. Since there was objection, I am afraid we will

have to ask you to read it.
Senator MALONE. You are the legislative director. Where are your

offices here?
Mr. LYNN. Thirteenth and Pennsylvania Avenue, Washington,

D.C.
Senator MALONE. You are in Washington?
Mr. LYNN. Yes, sir.
Senator MALONE. And this testimony of yours was prepared with

the cooperation of your board, so it is your official position?
Mr. LYNN. This is the official position of the American Farm

Bureau.
We appreciate the opportunity to present the views of the Ameri-

can Farm Bureau Federation to this committee with regard to the
Reciprocal Trade Agreements Act. The Farm Bureau is a general
farm organization representing 1,609,461 farm families in 48 States
and Puerto Rico.

We believe that H. R. 1 is a well-balanced piece of legislation. It
provides the needed authority for the expansion of United States
exports. Through the application of the peril point procedures and
through continuation of the escape clause and section 22, it also pro-
vides necessary safeguards to protect American producers and the
operation of domestic farm programs from disruptive rates of increase
in imports.

We believe that enactment of H. R. 1, with the five recommendations
for improvement we will recommend later, would give the President
authority under which he could reduce restrictions which will facilitate
expansion of the export of products we produce most efficiently and
most profitably, in exchange for reciprocal concessions on products
which we produce less efficiently.

Senator MALONE. What is your reference to restrictions ?
Mr. LYNN. Well, the restrictions we refer to, Senator Malone, are

attached at the back of this statement. We have only tried to list
about 6 or 7 here: Restrictions to expanding international trade which
should be reduced under the reciprocal trade agreements program.
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Senator MALONE. What are these restrictions?
Mr. LYNN. Well, import licensing and quotas is the first one.
Senator MALONE. In other words, you do not believe in import

licensing or quotas.
Mr. LYNN. Not the way that a lot of countries are using that

authority, sir.
Senator MALONE. Well, is it our country you refer to?
Mr. LYNN. No, all this is reference to practices that are being fol-

lowed in other countries that we think should be negotiated under this
Reciprocal Trade Agreements Act, with the idea in mind that they
should be eliminated or reduced in order that goods may flow more
freely.

Senator MALONE. When we make a trade agreement, do we provide
that these restrictions be removed ?

Mr. LYNN. In a great deal of instances, we do. One point that
hadn't been emphasized very much here this morning is that this is a
Reciprocal Trade Agreement Act.

Senator MALONE. Well, it never has worked that way.
Mr. LYNN. Well, it has.
Senator MALONE. Give us an example.
Mr. LYNN. Well, during the 22-year period that has been referred

to here this morning, it has been the most prosperous period we have
ever had in the history of this Nation.

Senator MALONE. Have there been any other reasons for it?
Mr. LYNN. There have been many reasons. I don't give the Recip-

rocal Trade Agreements Act all the credit for this.
Senator MALONE. The war has kind of helped that out.
Mr. LYNN. Sure it has.
Senator MALONE. Of course we are paying twice as much interest

now on the national debt as it cost to run the whole Government when
this reciprocal trade started. You are aware of that, I guess.

Mr. LYNN. I am perfectly aware of that problem.
Senator MALONE. So we have lived on our fat a little, haven't we?
Mr. LYNN. We are not for going backward. We are for going for-

ward.
Senator MALONE. Who is going backward? Why don't you explain

what I asked you to do?
Mr. LYNN. We will go backward if we go back-
Senator MALONE. That is your opinion. Answer the question first,

would you?
Mr. LYNN. What was your question, sir?
Senator MALONE. I thought you had forgotten it. I asked you what

you were going to require here that is not now required in the act
that would bring about this millennium that you are predicting.

Mr. LYNN. Well, we are simply giving emphasis to some of the
points here that are already provided in the Trade Agreements Act
that is in effect now and would be extended by the enactment of
H. R. 1.

We are simply pointing out that here are some of the problems that
we believe that our Government in negotiating these reciprocal trade
agreements should give a great deal of consideration to and that these
restrictions should be reduced.

Senator MALONE. And then you are going to give me an example
where it worked out reciprocally?
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Mr. LYNN. Well, we have received under the past reciprocal trade
program, we have received concessions, for example, in agriculture
on cotton from 20 countries.

We have gained concessions from 18 countries on wheat, 30 coun-
tries on tobacco, 33 countries on apples, 33 countries on lard, 28
countries on dried milk.

Senator MALONE. Is that the reason that we have to make up the
difference in the price through the taxpayers? What concessions did
you get?

Mr. LYNN. Well, we got concessions reducing the import duties
on many of these commodities, elimination in some instances of ex-
change control, elimination of import quotas on many of these
commodities.

Senator MALONE. When you met the world price?
Mr. LYNN. Oh, there is a lot of thought that needs to be given to

competitive pricing, but in a lot of these cases we are competitively
priced. In the case of cotton, in the case of tobacco, in the case of
apples-

Senator ALLONE. In the case of tobacco are you competitively
priced? What price do you sell your tobacco for?

Mr. LYNN. Depending on grade, sir, ranging from 52 cents a pound
to as much as $1 a pound for some of the higher grades.

Senator MALONE. What do you pay for it?
Mr. LYNN. Those prices are calculated to be about 5 percent higher

than the domestic support price for tobacco which is supported at a
90 percent price support.

Senator MALONE. What is that price?
Mr. LYNN. And there is no export subsidy on tobacco.
Senator MALONE. What price do you pay for the tobacco here that

you are storing?
Mr. LYNN. Well, that depends on grade. Roughly, 60 cents I would

say.
Senator MALONE. And you sell some for 52 cents over there?
Mr. LYNN. Well, depending on grade, from 50 cents to $1 per pound,

but there is no direct subsidy on tobacco exports.
Senator MALONE. What about wheat?
Mr. LYNN. Oh, yes, sir, there is a subsidy on wheat exports. It is

now 74 cents a bushel under the International Wheat Agreement.
Senator MALONE. Seventy-four cents on wheat, seventy-four cents

that it costs the taxpayers to sell a bushel of wheat.
Mr. LYNN. That's right; that is under the International Wheat

Agreement.
Senator MALONE. We agreed to sell it at that much under our sup-

port price; is that right?
Mr. LYNN. Yes, sir; under the International Wheat Agreement.
Senator MALONE. Yes. Who made that agreement?
Mr. LYNN. Oh, that was an agreement that was authorized by

the Senate of the United States and negotiated, and then reratified
by the Senate of the United States.

Senator MALONE. Was it made by the State Department or the De-
partment of Agriculture? How was it made?

Mr. LYNN. Well, it was a combination of all the administrative
agencies of government. I think all of the people at the Cabinet
level participated.
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Senator MALONE. Well, now, how do you think that is going to en-
rich the coffers of the United States?

Mr. LYNN. Well, the International Wheat Agreement has not
worked out as a lot of people predicted it would. Reference was
made here by one of the witnesses advocating a two-price system
for wheat, for example.

Senator MALONE. Well, that is what you have, isn't it?
Mr. LYNN. The fact of the matter is, we have had a 2-price sys-

tem for wheat 5 years under the wheat agreement. Our domestic
price is about $2.39 a bushel for an average grade wheat, and we
offered to sell it for $1.65.

Senator MALONE. I am not at this time objecting to a 2-price sys-
tem for wheat or objecting to selling it for 74 cents under what it
costs you, at all. I am simply trying to bring out, do you believe that
the duties on other products now set at approximately that differential
of cost for production should be lowered so that there may be more
imports of one commodity so you might sell more of your commodity?

Mr. LYNN. Well, Senator Malone, H. R. 1 that is now being con-
sidered by this committee is the most restrictive trade agreement act
that we have had since 1934.

Senator MALONE. That isn't what I asked you. Are you for the
authority being granted, responsibility being put on one man for
himself to say that the duty on any commodity can be lowered below
that differential of cost of production between here and the chief com-
petitive nation on commodities, so that there will be more imports in
that particular field so you can sell more agricultural product..

Mr. LYNN. We are for H. R. 1, and it does now provide for what
you have just stated.

Senator MALONE. Now you make that flat statement. Let me ex-
plain to you how it does and see if you agree with the explanation.
We can read the act. We have all afternoon.

You are giving to the President of the United States the right to
negotiate trade agreements, aren't you I

Mr. LYNN. May I interject there. After you go through the process
that we have outlined here on page 2, there are six very definite steps
that must be taken before the President of the United States is author-
ized under this act to negotiate a reduction.

Senator MALONE. I ask you if, in the final showdown, the President
is the judge.

Mr. LYNN. He is the final judge, but it is based on all of the in-
formation that is developed for him under the procedure.

Senator MALONE. Which he may or may not consider, isn't that
right?

Mr. LYNN. That's right.
Senator MALONE. Well, then I think you have answered my ques-

tion. So that on any comnodity, regardless of whether the action
is up or down-and there has never been any history of one going up-
the President of the United States under this act is the sole and final
judge, regardless of what evidence is put before him, as to whether
or not the duty on any product is to be lowered. Is that true?

Mr. LYNN. That is true, and we are for H. R. 1 that provides that.
Senator MALONE. You are for giving one man the authority to do

that and you are also, I gather from your testimony, hopeful that it
will be operated to your advantage so that you can increase the sale of
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agricultural products abroad, or at least get a better price for them.
Mr. LYNN. We are for the authority granted to the President in

H. R. 1 and the whole reciprocal trade agreements, which is a very
thoroughly circumscribed authority.

Senator MALONE. By the way, where do you pick up the words
"reciprocal trade"? That is very interesting to me.

Mr. LYNN. Well, it happens to be the title of this bill.
Senator MALONE. Is it? Did you read it?
Mr. LYNN. Well, it is the extension of the Reciprocal Trade Agree-

ments Act.
Senator MALONE. Would you read it to me? I would be very happy

if you would do that.
Mr. LYNN. H. R. 1 is the Trade Agreements Extension Act of 1955.
Senator MALONE. Do you have the original act?
Mr. LYNN. Well, I have the original H. R. 1. I don't have the origi,

nal act.
Senator MALONE. If you will find the phrase "reciprocal trade" in it,

I would be very happy to be corrected, because I do not believe you
will find it, and I think this term "reciprocal trade" was invented in
the same place that many of the slogans and catchwords come from,
in London, and by the London bankers. They are invented to sell free
trade to the American people.

Where do you get the phrase "reciprocal trade," then?
Mr. LYNN. We are not entirely happy with the way it-
Senator MALONE. I didn't ask you that.
Mr. LYN. Where do you get that phrase? Well, we have gained

in agriculture and in industry.
Senator MALONE. I am not talking about that, at all.
Mr. LYNN. The reciprocal benefits under the Trade Agreements

Act.
Senator MALONE. Where do you get the name of the bill, the Recip-

rocal Trade Act? Did you pick that up 20 years ago or now?
Mr. LYNN. This historically has been known as the Reciprocal Trade

Agreements Act.
Senator MALONE. "Trade, not aid," "Dollar shortage," and all of

these catch phrases that we mouth and begin to believe after a while,
also "reciprocity," just another catch phrase.

Mr. LYNN. Well, I contend we do get reciprocity.
Senator MALONE. You may, but what I just brought out is, you are

for the authority granted to 1 man to destroy 1 industry, to build
up another one.

Mr. LYNN. We are for H. R. 1.
Senator MALONE. That gives that authority, does it not?
Mr. LYNN. It provides carefully circumscribed procedures laid down

by Congress.
Senator MALONE. Will you answer me just one more question. Who

is the final judge as to whether all of these circumscriptions that you
describe are considered or not?

Mr. LYNN. The President of the United States, and that is the way
it should be.

Senator MALONE. Thank you. Go right ahead.
Mr. LYNN. The United States would gain not only through the ex-

pansion of profitable exports but by imports which improve United
States standards of living.
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The chairman of this committee indicated in a notice of the hearing
that he did not want the witnesses to repeat statements already made
in the House. Therefore, we would call the attention of the commit-
tee to the hearings before the Committee on Ways and Means, House
of Representatives, on H. R. 1, part 1, where the American Farm
Bureau's Federation full statement begins on page 508 and extends to
the middle of page 524.

We call your special attention to the report of the Committee on
Ways and Means on H. R. 1. On pages 8 and 9 of that report the
committee stated the importance of foreign trade to agriculture and
the importance of the enactment of H. R. 1 to the promotion of that
trade-

Senator MALONE. Unfortunately, I was not able to listen to the tes-
timony there, and I am going to ask you just where those benefits are.

Mr. LYNN. Let me read what the Committee on Ways and Means
says, and then I will amplify on it, if I may.

Senator MALONE. That is good, fine.
Mr. LYNN. We believe the committee clearly stated the legislative

intent of H. R. 1 when it said:
It Is the committee's belief that enactment of this bill will further expand the

foreign markets for agricultural products, which expansion is urgently needed
by American farmers, and it is our hope that the authority granted the President
under this bill will be utilized insofar as practicable to accomplish this result.

Senator MALONE. I want you to understand to start with, we are
not discussing the merits of the farm bill that we have already passed
and which has been passed several times already by Congress. We
decided there that something had to be done, and it was done.

But I am interested now in completing the record which will be
helpful in holding the time down of our cross-examination here.

What are you trying to do or what do you think can be done to this
bill or what do you hope will be done to increase the imports of one
product and to correspondingly increase the exports of your farm
products? That is what I would like to have you explain-

Mr. LYNN. Well, I don't think I can do it to your satisfaction, but
I will say this-

Senator MALONE. Don't do it to my satisfaction. Do it for your
own.

Mr. LYNN. Well, I will do it to help answer your question.
We exported in 1951 and 1952 agricultural commodities from this

country of about $4,200 million. Unfortunately, Congress did not
give the farmers an opportunity to make the adjustment after the
war that we should have made.

Senator MALONE. Is that 1951?
Mr. LYNN. 1951 and 1952 fiscal year.
Senator MALONE. And that was each year four billion?
Mr. LYNN. No, that was the fiscal year 1951-52.
Senator MALONE. Oh, I see, fiscal year.
Mr. LYNN. Yes, sir. And currently, our agricultural exports are

running at a rate of about $2,600 million. That is about $1,600 million
less than the rate in 1951-52.

Senator MALONE. And that is 1954, is it?
Mr. LYNN. That is 1954. Well, I mean the current rate's 1954-55,

the current rate of export. We are accumulating surplus agricultural
commodities-



TRADE AGREEMENTS EXTENSION

Senator MALONE. flow much did you say that was now?
Mr. LYNN. About $2,600 million. We are accumulating surplus

agricultural commodities in this country at a fantastic rate estimated
to be by spring of about $8 billion in the storehouses of the Commodity
Credit Corporation.

Senator MALONE. Annually?
Mr. LYNN. No, sir, that will be the total investment in these agri-

cultural commodities.
Senator MALONE. As of the present time in the bins?
Mr. LYNN. That's right. There is a great need-
Senator MALONE. What is the annual accretion?
Mr. LYNN. Well, it will be about $3 billion this year. It has come

up rather rapidly since 1952.
Senator MALONE. It will be about $3 billion in addition to the eight

billion excluding what you sell, in all it would be $11 billion at the end
of this year?

Mr. LYNN. No, sir. The Secretary of Agriculture has estimated
that it might be in the neighborhood of $9 billion accumulation of
surplus agricultural commodities by the end of 1955.

Senator MALONE. But you have about $3 billion surplus this year,
but you will dispose of $2 billion, that leaves it nine.

Mr. LYNN. That is roughly correct, sir. Now we have greater op-
portunities for increasing our export and sale of these agricultural
commodities.

We don't think that the Reciprocal Trade Agreements Act as we
are testifying on here today is the whole answer to this problem. How-
ever, we must have a method by which we can negotiate with these
countries for reduction in trade barriers that they have.

Let me give you just one example. We have a tremendous surplus
of dairy products in this country, dried milk, for example.

Senator MALONE. Is that the reason you bring in more butter at a
lower duty?

Mr. LYNN. We don't bring in any butter, sir.
Senator MALONE. There is no butter coming in?
Mr. LYNN. Only 707,000 pounds per year under a quota.
Senator MALONE. That is on account of-
Mr. LYNN. That is on account of the protection given under the

Reciprocal Trade Agreements Act.
Senator MALONE. What do you call it?
Mr. LYNN. Section 22 of the Agricultural Adjustment Act.
Senator MALONE. That allows the President to prevent any imports

of butter?
Mr. LYNN. No, sir, it allows the Tariff Commission to conduct an

investigation and make recommendations to the President with regard
to whether an import quota or increased duties should be made.

Senator MALONE. There are no imports at this time on account of
the quota?

Mr. LYNN. That's right. There is a quota on butter, 707,000
pounds.

Senator MALONE. What is the quota?
Mr. LYNN. It is almost negligible, 707,000 pounds.
Senator MALONE. Well, they have brought that much in?
Mr. LYNN. I think so.
Senator MALONE. And whatever the quota would be under the pres-

ent duty, they would probably fill it, wouldn't they?
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Mr. LYNN. Oh, I think so.
Senator MIALONE. What is the duty on butter
Mr. LYNN. I don't know. I don't have that figure in my mind, sir.
Senator MALONE. Do you have any comparison as to what it is now,

and as to what it was when we started to meddle with it?
Mr. LYNN. I just don't have that. I will be happy to insert that into

the record.
(Mr. Lynn subsequently advised the import duty on butter is 7

cents per pound.)
Senator MALONE. Yes, if you will. We did cut it substantially, did

we not?
Mr. LYNN. I just don't recall on that item.
Senator MALONE. Now, as a result of the imports and the inter-

ference with our own domestic market, we did have to put a very small
quota which has been filled, is that right?

Mr. LYNN. Yes, sir. Now I think most any quota we would put on
butter would be filled due to the fact that we have an artificially high

r ice, and the lack of dollars in the countries like Denmark and
olland, who have surplus butter, they would naturally be drawn in

to this country.
Senator MALONE. What is the support price on butter?
Mr. LYNN. Roughly, 63 cents a pound butterfat. Let me correct

that. I think it is closer to 56 now under the 75-percent price support.
Senator MALONE. 56 now. And at what price do they sell their

butter that they bring in? Do they get the same price?
Mr. LYNN. I think they do.
Senator MALONE. We buy it up and put it in bins, is that what we

do with it?
Mr. LYNN. No. I think any imported butter we have goes into con-

sumption.
Senator MIALONE. Well, now it is just as good butter, isn't it?
Mr. LYNN. Yes, sir, I think it is.
Senator MALONE. And it either takes the place of domestic butter

that would be sold on the market or we would buy it up, one of the
two. In other words, we maintain a price of 56 cents, is that right?

Mr. LYNN. That's right. I can say to you now, sir, we are not for
the importation of butter into the United States as long as we have
the surplus situation existing in butter that we have.

Senator MALONE. Well, you are for the importation of other prod-
ucts that restricts our own production in these products, aren't you?

Mr. LYNN. We are for importation of other products, but we don't
necessarily agree that it restricts our production of these products.

Senator MALONE. I guess this Morgantown Glass Co. believes they
have been restricted. They have filed suit against the Secretary of the
Treasury alleging that they have 150 employees now where they had
300 before, and that imports have taken their place. I take it you
would not be for that sort of thing if you understood it.

Mr. LYNN. Well, I am glad to see this come before the courts. This
is one of the most highly protected domestic industries we have, the
glass industry, duties running up to 90 percent as I remember the
duties.

Senator MALONE. Do you think the duty is higher than the differ-
ence in wages and the costs of doing business?
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Mr. LYNN. I don't know whether it is or not, but any industry in
this country that must have a 75 or 90 percent ad valorem duty in
order to exist should be looking for-

Senator MALONE. How about 60 percent?
Mr. LYNN. Sixty. Anything above 50 percent.
Senator MALONE. Well, this is cut to 121/2 percent arbitrarily.
Mr. LYNN. This is on a particular item in the glass industry, is it

not?
Senator MALONE. It is on this handmade glass, but nevertheless,

what I wanted to say, I think you have already said, and I thoroughly
understand it: That whenever the difference in the rate of pay of
this country and the chief competitive nation on any other product
causes a substantial duty to be necessary to equalize the price, you are
for reducing it.

Mr. LYNN. No, sir; that is not what we are for.
Senator MALONE. 'hat are you for?
Mr. LYNN. We are for the provisions of H. R. 1, which sets up very

clearly the procedures that must be taken by the administrative agen-
cies of Government in order to determine whether the glass people are
being injured or not, and if so determined-

Senator MALONE. If you are for this bill, I can explain to you what
you are for. You are for giving the authority to one man, the Presi-
dent of the United States, to determine ultimately whether the duty
shall be cut or not, is that what you are for?

Mr. LYNN. In the carefully circumscribed rules laid down by H.
R. 1.

Senator MALONE. Give me those rules, will you?
Mr. LYNN. Let me read them on page 2.
Senator MALONE. Go ahead and read them.
Mr. LYNN. We have the escape clause, we have the peril point and

we have section 22 as specific items.
Senator MALONE. What is section 22?
Mr. LYNN. Section 22 is the provision of the Agricultural Adjust-

ment Act which says in effect that any time that the Government has
a program in agriculture in the way of price supports and so forth,
that if imports come into this country or threaten to come in at a rate
that would greatly disrupt the Government's operations in this par-
ticular program, then we shall go through the Tariff Commission
hearings, and so forth, and based on their findings they will make a
recommendation to the President, and then he will act.

Senator MALONE. And the President may decide to take it, either
one he wants, is that right?

Mr. LYNN. That's right.
Senator MALONE. Now, you are taken care of pretty well in agri-

culture. I didn't notice any glassware or minerals or machine tools
or any one of the other 5,000 products were included, did you? Did
you notice any of these other products to be included in the bill?

Mr. LYNN. But the escape clause of this act is designed to give the
same protection to industry.

Senator MALONE. Why wouldn't it work on agriculture?
Mr. LYNN. Well, it might, it might.
Senator MALONE. You wouldn't like to depend on it, would you?
Mr. LYNN. The American Farm Bureau position at the current
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time is for the continuation of section 22. But may I read you just one
little bit in the record?

Senator MALONE. Yes.
Mr. LYNN. After 20 years under this agreement, agriculture finds

itself in the position with competitive imports equal to 5.3 percent of
the domestic production of imported products while competitive in-
dustrial imports comparably measured amount to only 1.6 percent of
the imports of this Nation.

Therefore, under the Reciprocal Trade Agreements Act, which we
are not complaining about at all, we have imports equal to 5.3 percent
of our competitive imports. I don't mean bananas and coffee now.
I mean competitive imports.

Senator MALONE. You have a quota, a quota system?
Mr. LYNN. No, sir; we don't.
Senator MALONE. What did you mean by the percentage?
Mr. LYNN. Well, what I mean is that competitive imports of agri-

cultural commodities coming into the United States equals about 5.3
percent of our domestic production.

In the case of industry, glassblowers included, it amounts to only
1.6 percent of domestic production.

Senator MALONE. Will you explain to me just how that operates?
Mr. LYNN. Well, a great deal of concessions have been given in

tariffs in agricultural commodities.
Senator MALONE. That is correct, but you are still protected by

tariffs and import quotas and subsidies, aren't you?
Mr. LYNN. Yes, sir, and H. R. 1 continues that same protection to

both industry and agriculture through the escape clause, through sec-
tion 22 and through the peril point.

Senator MALONE. Would you have any objection to a paragraph in
there referring to other industries just the same as agriculture?

Mr. LYNN. ure, the same thing.
Senator MALONE. No, no, I say would you have any objection to the

insertion of a paragraph mentioning other industries just the same
as agriculture?

Mr. LYNN. Sure, it would be perfectly all right because we go
through the same procedures under any event, through the tariff-

Senator MALONE. I understand the procedure and I am bound that
you shall, before we get through. Now, do you know exactly how an
escape clause works?

Mr. LYNN. Yes, I think I do.
Senator MALONE. Explain it to me.
Mr. LYNN. Under the escape-clause provision of the trade agree-

ment, if an industry says that the importation of a given item or the
threat of importation of a given item threatens that industry in the
way of employment and so forth and so on, they file a petition where
they are given adequate opportunity to present evidence to the Tariff
Commission as to whether the evidence they present is justification
for increasing the duty or increasing or putting on a quota or increas-
ing the quota.

And based on that recommendation the President of the United
States then determines, under the authority of this act, what action
shall be taken. That is the procedure.

Senator MALONE. What action is generally taken under that act
which you have just given?
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Mr. LYNN. Well, the watch case is a good example of that. That
was under the escape-clause agreement where the duty on watches was
about double.

Senator MALOxE. Out of 15 cases there are about 3 cases in which
relief has been allowed. Now I ask you again if under the escape
clause the President of the United States, one man, is not the final
judge as to whether there is any escape or not, regardless of any
evidence?

Mr. LYNN. Well, that's right, that's right.
Senator MALONE. Well, that is enough. Now the peril point,

Do you know how it operates?
Mr. LYNN. The Tariff Commission, based on all information that

is has together with the trade agreement committee establishes a point
below which a tariff shall not be reduced, and in our negotiations with
another country, if the President of the United States should go below
that point that has been established based on this information, then he
must report it to the Congress.

Senator MALONE. He shall report it to the Congress. Well, that is
very helpful. But he is the judge as to whether or not the peril point
is accepted?

Mr. LYNN. That is right.
Senator MALONE. Let me tell you something about the peril point,

and if you find any error in it, I hope you will submit a further state-
ment.

And that is that they may request, the President and the State De-
partment, wherever the request comes from, to establish the peril
point, and you have correctly stated it, below which this industry
would be in danger.

That is where the tariff ought to be at the moment, and that would
conform to the 1930 Tariff Act which provides that a tariff or duty as
the Constitution calls it shall represent that differential in cost below
which the industry would obviously be imperiled.

Now the President or the State Department-we think it is the State
Department, I think the President hears about it secondhand, but
technically the President-may or may not accept that peril point in
making the trade agreement, and he generally does not, for your
information.

But let's assume for one case that he does. Ten seconds after the
ink is dry, the foreign country can create another value for its cur-
rency or it can impose quotas or it can establish exchange permits or
import permits and nullify the agreement as far as that country is
concerned. Are you aware of that part of it?

Mr. LYNN. No, sir; I am not. And I don't understand. I have
heard you make that statement several times this morning.

Senator MALONE. If you find any error in it, I hope you will submit
a brief on it.

Mr. LYNN. Could I tell you now what I think the error is?
Senator MALONE. Yes; I wish you would.
Mr. LYNN. If this duty, let us say, if it was determined that it

should not be below 50 percent ad valorem, just for example, this
commodity coming into this country would have to pay not in their
local currency but in dollars.
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So I can't understand why convertibility enters into this particular
argument, because if the duty was 50 percent and the item cost $10,
they would have to pay $5 to get it in.

Senator MALONE. You are talking about your reciprocal part of it.
Now the point is if you do reduce it, then the commodity obviously
can come in.

It is not a question of whether the currency is reduced or not, but
the reciprocity part of the agreement is null and void 10 seconds after
the ink is dry, if they put on these restrictions that I have explained
to you, and there is no method provided for the trade agreements to be
changed to conform to it, to compensate for it.

So that there is no advantage to any product that we made the trade
agreement for, and there is no record that I know of where they have
taken the peril point at the point fixed by the Tariff Commission.

And another thing. As the currency changes or conditions change
or costs change in the foreign nation, which it does with the change
in currency, their cost of production and the money that we give
them, they have reduced their cost production, there is no chance
to compensate for it in the trade agreement.

So that as a matter of fact it does influence the imports here.
Mr. LYNN. Senator Malone, we make a recommendation on page 7.

We make 5 specific recommendations, recommend 5 specific amend-
ments to H. R. 1.

Senator MALONE. Did you make that recommendation in the
House?

Mr. LYNN. Yes, sir.
Senator MALONE. I understood that they didn't change it at all?
Mr. LYNN. Well, they didn't change the language of the law, but

there is a lot in their report that indicates the legislative intent, and
here is the change that we would recommend.

On page 9, section 6-and we don't have specific language here,
but this is the essence of the thing:

Authorize the President to suspend United States concessions.
We urge this committee-and this is a part of the statement, sir, that
I am reading from before this committee

Senator BENNETT. Will you identify the point in your statement
from which you are reading?

Mr. LYNN. Page 7, item 3. We urge this committee to make clear
in its report that this provision is tole utilized to insure that other
nations live up to the spirits of their commitments under the recipro-
cal trade agreement if they are to receive concessions made by the
United States. Isn't that getting at your point, sir?

Senator MALONE. I think it is, but it wasn't accepted in the House,
and if it is only in a report, it has no weight whatever.

Mr. LYNN. We would be happy to help you draft language and
insert in this bill that would make sure it is in the bill as reported out
by this committee.

Senator MALONE. I think your testimony is clear and I think it is
a very good suggestion. Now it is not a part of the bill and it can be
considered here when the full committee is in session.

But at the moment and in the bill itself there is no method of com-
pensating for it. You know that.

Mr. LmN. That is right, and that is the reason we make five
specific recommendations.
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Senator MALONE. Foreign countries change the value of their cur-
rency, many of them do, and often, and lower their wages. England
has done it several times, and at one time had 28 values for their
currency inside the Empire. I named them on the Senate floor, and
they were to meet specific conditions just as you are outlining and to
defeat trade agreements already made.

This would answer that one question. But would it still leave it
to the judgment of the President as to what adjustment is made or
would you set down in this amendment that they must do it on the
principle of fair and reasonable competition?

Mr. LYNN. I can't think of the exact language that we would like
to use but this is the main point. We would be happy to sit down
with you.

Senator MALONE. Would you strike the power of the President to
be the sole power of the adjustment?

Mr. LYNN. I think if you get the Congress into the business of
adjusting tariffs and taking part in all of these individual commodities
and trade agreements, that we won't go very far.

Senator MALONE. Are you one of the ones that has never read the
1930 Tariff Act?

Mr. LYNN. Oh, I might be classed in that category. I have read it,
however.

Senator MALONE. That is one of the very reasons Congress is not
back into the business at all, if this should expire. You understand
that, do you not?

Mr. LYNN. Yes, sir.
Senator MALONE. Then why do you bring in extraneous remarks?
Mr. LYNN. I don't intend to.
Senator MALONE. You say "if Congress is put back in the business."

If this is not passed, tariffmaking powers revert to an agency of
the Congress under the United States Tariff Act, and the agency can
then adjust the duties on the basis of fair and reasonable competition
and in no other manner.

Mr. LYNN. We are not for that, sir. We are for H. R. 1 with our
amendments.

Senator MALONE. You want to have one man that will be the judge
as to whether some duties will be below that differential of costs so
that the imports may be increased in that particular business in the
hopes that it will increase your exports.

Mr. LYNN. No, we are not looking at this as an agricultural group,
Senator, because we know full well that the major portion of the
market for our products is here in the United States.

Senator MALONE. Then why would you be for the reduction of a
tariff in other industries on an uneconomic basis? If you are not for
it, why do you give that authority to somebody?

Mr. LYNN. Well, if you follow the procedures laid down in H. R. 1,
particularly with the five amendments we have suggested here, we
have got a lot of confidence that the President of the United States
will not go against the recommendation of these people.

Senator MALONE. As a matter of fact they always have haven't
they, except in three instances? Now let's go a little further. Does
the Constitution of the United States give the President any such
authority?
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Mr. LYNN. Well, I think the President has only that authority
delegated to him.

Senator MALONE. Well, I should think so.
Mr. LYNN. By the Congress.
Senator MALONE. And in article I, section 8, not only the authority

but the responsibility of Congress is definitely fixed where it says that
they shall fix the duties, impose excise tariffs, import fees, and they
shall regulate foreign commerce. That is definite, isn't it?

Mr. LYNN. I think that is definite; however, I am not a constitu-
tional authority.

Senator MALONE. Now then, we amended the Constitution of the
United States by a simple act of Congress and transferred it to the
Executive.

I don't want to further discuss the question because it is in the
courts now. I hope that it will be facilitated and reach a trial and
reach a decision.

But nowhere does the Constitution of the United States give the
President any authority to regulate commerce or fix duties or excises,
does it?

Mr. LYNN. I am not a lawyer.
Senator MALONE. Well, you can read.
Mr. LYNN. I believe you are correct.
Senator MALONE. Well, I think I am, too. I have been asking at-

torneys about it a good deal in the last 15 years, and I came here to
get better advice from the Senate. I thought maybe we might get at
it. But we haven't yet. Go ahead.

Mr. LYNN. Well, I was just looking at the present Trade Agree-
ments Act. The Congress has delegated this authority to the Presi-
dent by act of Congress.

Senator MALONE. That is right. They amended the Constitution
of the United States by an act of Congress.

Now I only ask you if you are for giving one man the authority to
lower any duty or raise any duty without regard to the differential
of costs between this country and the chief competitive countries upon
his sole judgment.

Mr. LYNN. We are for the provisions of H. R. 1 with our amend-
ments.

Senator MALONE. Well, then, would you just answer my question?
You know that H. R. 1, even with your amendments, leaves it in the
final analysis to the President of the United States, do you not?

Mr. LYNN. That is right.
Senator MALONE. And you are for that?
Mr. LYNN. That is right.
Senator MALONE. Go ahead.
Mr. LYNN. I am on page 2, protection for American producers pro-

vided in H. R. 1. H. R. I provides for a very modest reduction in
United States tariffs within a comprehensive procedure to safeguard
the interests of American producers.

Senator MALONE. I would like to ask you at that point if you
understand that even a 2-percent reduction, if the tariff already cor-
rectly represents a differential of costs, would cause any producer to
lower his wages, write off his investment to meet that cost or go out of
business; 2 percent, not 15 percent? Do you understand that?

59884-55-pt. 1-15
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Mr. LYNN. I understand that, but I don't agree with the statement,
Senator.

Senator MALONE. Well, what statement did I make? You just
agreed with it that if you reduce the protection any amount below
that differential, then they have to meet that cost if they are going
to stay in business, don't they?

Mr. LYNN. Well, that's right, sir, but you put in your other state-
ment, if it is lowered 2 percent.

Senator MALONE. Any amount. In other words your profit is the
top axid maybe 2 percent is a pretty good profit. So you either go
without that much profit, assuming that it is correct in the first place
to allow you a reasonable profit, then you cut your reasonable profit
or you cut your wages and your cost to meet it, is that right, or go
out of business?

Mr. LYNN. You have got to compete.
Senator MALONE. That is right. It is just like Mr. Hoffman. He

lowered his wages in Indiana and now he is building a plant in Japan
to make Studetakers so he can get low-cost wages there, and I do
not blame Mr. Hoffman. I only blame a Congress for making that
profitable.

Mr. LYNN. May I give you an example on the other side of that?
Senator MALONE. Yes.
Mr. LYNN. The textile industry in the United States is currently in

some difficulty.
Senator MALONE. I'll say they are. You can say that again.
Mr. LYNN. Due not to imports but due primarily
Senator MALONE. Have you talked to any of the producers?
Mr. LYNN. Yes, sir.
Senator MALONE. What did they say about it? Now let's have it

out straight.
Mr. LYNN. Let me complete this statment and I will be happy to.
Senator MALONE. There may be another factor, but the imports are

a direct factor, are they not?
Mr. LYNN. No, sir, they are not the only factor.
Senator MALONE. I am glad you put that in the record.
Mr. LYNN. Let me just start over. The cotton textile industry

claims to be in trouble. It is not wholly due to the importation of
finished textile goods into the United States. It is due primarily
to the competition of synthetics that are replacing cotton and wool.

Senator MALONE. I don't think anybody is kicking on any com-
petition where they pay the same wages and the same taxes. They
have not suggested to you that that be adjusted, have they?

Mr. LYNN. I am just leading up to this point. We are importing
now into the United States about one-half of 1 percent of our total
production of finished cotton textile goods.

Senator MALONE. Is it more than one textile or is it more than that
amount in some textiles?

Mr. LYNN. No, that is the total cotton textiles.
Senator MALONE. Wait a minute. I asked you if that is an average.

Isn't there more of some classes of textiles?
Mr. LYNN. Yes, sir. I think so.
Senator MALONE. Couldn't you say what the maximum would be?
Mr. LYNN. One-half of 1 percent of the total United States pro-

duction of textiles are coming into this country.
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Senator MALONE. That means nothing whatsoever. They all don't
claim to be hurt. But in the industries that are hurt, there is iiuch
more than a half of 1 percent imported, is there not?

Now I will complete this record if you insist on it.
Mr. LYNN. Well, sir, I am not trying to be adamant or anything.

All I am trying to do is to answer your question.
Senator MALONE. All you are trying to do is to average something

that can't be averaged. In other words, there are 50 or a hundred
different kinds of textiles. There are probably 5,000 different kinds
and on some of them there are enough imports to hurt them, ate there
not?

Mr. LYNN. That may be true, but would you let me complete my
statement with regard to the wages?

Senator MALONE. Yes.
Mr. LYNN. The principal exporter of textiles into the United States

is .Japan. Japan has very efficient machinery and so forth to produce
exports.

They arepaying an average of about 13 cents an hour wages. We
are Paying $1.37 an hour in our cotton textile industry.

But yet in-1953-54--we exported 10 times more finished textile
than Japan is sending into this country, we are able to compete be-
cause of our efficiency.

Senator MALONE. Well. give ,lapan a little time. They are building
more plants and it may be a different story.

Mr. LYNN. But my point is, Senator, and I am trying to be honest
and sincere in trying to answer Your question, is the fact that we can
produce more efficiently most of the items than any country in the
world.

It may be that they have a lower pe' hour labor cost. But our
efficiency and know-how, our streamlined methods, cause us to be
able to compete.

Senator MALONE. What kind of a l)lant do you think Mr. h1offman
is going to put over there? One of these inefficient plants?

Mr. LYNN. I don't know, sir. I guess Studebaker would put in
a good one.

Senator MALONE. Because it is the last one it, will be the best one
just like an industrial plant of any kind. I have been in Japan in
their new plants, and regardless of what they may be, the newest plant
they put in, if it is the last one in the world, it is the best one.

Mr. LYNN. Yes, sir.
Senator MALONE. And just give them time, ju-4 :3 years. and I think

you will find what you say about the textiles is only the beginning.
Mr. LYNN. I would like to complete this.
Senator MALONE. Go right ahead.
Mr. LYNN. We are for not flooding this United States market with

Japanese textiles or any other textiles because we recognize as pro-
ducers of cotton that our best market is 9 million bales that are being
spun here in the United States and consumed.

Senator MALONE. We would like to raise a little more in Nevada. We
have a lot of good land there, but we are a little newer in agricultural
ways and there is restriction on acreage.

Mr. LYNN. Yes, sir, I know, and we would like to see those removed,
if we could, but we have got to sell the surpluses before we can remove
them.
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Senator MALONE. Yes. Well, we can sell them by providing a mar-
ket for cotton by reducing the production of some other commodity in
the United States, is that the theory?

Mr. LYNN. Well, we are for a maximum production insofar as we
can, in all parts of the economy, including agriculture.

Senator MALONE. Wouldn't you say that it would be a very good
method of inducing investments in industry to have a principle ad-
hered to established by Congress on a basis of fair and reasonable
competition, which is not the highest price and not the lowest price
of production but a reasonable price as compared to the chief competi-
tive nation, and have that difference continually adjusted by a com-
mission with plenty of ability to do that, with no authority to trade
any other industry or any other production off, at all. Don't you
think that would be a pretty good principle?

Mr. LYNN. Well, I think it is a part of the principle of the Recip-
rocal Trade Agreements Act.

Senator MALONE. Well, of course, you have testified at least five
times, and I hate to carry you through that one again, but I shall.

Under this bill even with your amendments, is there one man that
can take or leave alone the recommendations of all of these safeguards
and can, on a basis of political situations throughout the world or
any other factor, reduce a tariff to the extent allowed in this law
on his own decision? You have said yes, 5 or 6 times, so I am going
to keep at it until you say it again.

Mr. LYNN. Well, the President of the United States can do this
after going through the procedures outlined.

Senator MALONE. That's right.
Mr. LYNN. In this bill.
Senator MALONE. That is correct, and his is the final decision, no

one elses.
Mr. LYNN. That's right.
Senator MALONE. Thank you. I hope we don't have to go through

that again.
Mr. LYNN. It provides for United States tariff reductions more

modest than previous acts to extend the reciprocal trade agreements
program.

Senator MALONE. Right there I would like to ask you if the tariff has
already been reduced 50 percent, and then in addition to that 50 per-
cent more, which has been the final authority, and this 15 percent
would apply to that commodity, too?

Mr. LYNN. That's right.
Senator MALONE. All right.
Senator BENNETT. Where are you?
Mr. LYNN. I am at page 2, sir, beginning:
We wish to outline, very briefly, the procedures for protecting

American producers which are provided in H. R. 1. There are six
steps in the procedure:

1. By order of the President, an interagency Trade Agreements
Committee made up of representatives of nine executive departments
is formed to advise the President in carrying out his responsibilities
under the act. The advice of the Departments of State, Commeroe,
Agriculture, and Defense is required by law. The President also in-
cludes representatives of the Department of Labor, Interior, Treasury,
and Foreign Operations Administration on the Trade Agreements
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Committee. This Committee recommends to the President a list of
United States products on which negotations to reduce tariffs might
be considered.

This recommendation is based on thorough staff studies of the effect
that increased imports might have on domestic producers. The Presi-
dent then decides on a preliminary list of products to be considered
for possible tariff reductions.

2. A Committee for Reciprocity Information then publishes this
list. Subsequently hearings are held at, which anyone who has an
interest in any product on the list is invited to express his views and
give evidence with regard to the effect of a proposed tariff concession.

3. Subsequently the United States Tariff missionsn holds hear-
ings on each product on the list. Based on these learins and its own
investigations, the Tariff (Commission establi Mes a "peril point" for
each product. The peril point is the duty below which, in the opinion
of the Commission, injury would result to the d ilnestic iidu-try.

4. The Trade Agreements Committee studies the result of the hear-
ings held by the Committee for Reciprocity Information and the peril
point determinations of the Tariff omissionin and re('omineiis to
the President a final list of products and the maximum tariff reduc-
tions authorized for each product. The President then compiles the
final list of 1)roducts which may be included in tariff negotiations.
The inclusion of a product on this list still does not mean that any
decision has been made as to whether a concession will or will not
be made.

5. The President would then be authorized under II. I. 1 to nego-
tiate for reductions in restrictions against United States exports in
exchange for which he may reduce United States tariffs on the prod-

ucts listed, within the limits establi,,hed, by 5 percent per year for 3
years. However, during the second year of the authority, duties may
be reduced 5 percent for only 2 successive years. If negotiations are
concluded during the third year, he may reduce the tariffs by only
5 percent.

If any negotiations result in a concession on a tariff below the peril
)oint, the President is required to explain to tie Congress the reasons
or his action.

6. Finally, either House of Congress, the Finance or the Ways and
Means Committee-by resolution-the President-by request-or any
interested party may petition the United States Tariff Commission
for relief from competition from imports. If the Tariff Commission
finds that imports have increased under a concession in an amount to
cause or threaten serious injury, the Commission may recommend
that the President take measures to provide relief.

The President may (1) withdraw the concession in whole or in part
or (2) modify the concession or (3) impose quotas in order to prevent
or remedy serious injury to domestic producers.

Section 22 of the Agricultural Adjustment Act is continuously in
effect.

Senator MALONE. Now before you leave that section. I would like
to just clear the record.

You seem to have a slight regard for a 5 percent reduction in tariff
or 10 or 15 percent. About what, if you know, is considered a fair
or satisfactory profit in a good-sized business of any kind
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Mr. LYNN. Oh, I guess 5 percent on investment or 71/ would be
pretty good.

Senator MIALONE. You could only take the profit away three times.
You keep insisting that it is only that amount. I just thought maybe
we might clear up whether it is important or not.

Mr. LYNN. May I say here that the case of the watch industry that
was put before the Tariff Commission-

Senator MALONE. You better hang on to that one because that is
about the only one you have.

And another thing I want to tell you in regard to the watch indus-
try, there is no adjustment now except to go through that whole
business again, if the competitive situation changes, which it does
continually.

Mr. LYNN. Well, their net profit before taxes would run roughly
40 eent.4e0atorMALONE. Before taxes?

Mr. LYNN. That's right.
Senator MALONE. What was it after taxes?
Mr. LYNN. I don't know, sir.
Senator MALONE. Well, I expect it didn't amount to very much be-

cause we see to that here, that no one gets away with any money.
If we find any, we go after it again.

I am not in favor of that, either. I have been against this billions
to Europe and high taxes and excise taxes and all the rest of it, but
I am getting just about the same place there as I have been getting
with this free trade.

Mr. LYNN. I think you are making some real progress there.
Senator MALONE. I don't think so. I think we have not made much

progress because we are still spending the money. You can't reduce
taxes as long as you insist on spending it. I don't think you can.

Now, after you have done all these things again and left the im-
pression that everything is going to be all right, you have one man
making the final decision, do you not, both under this extension and
under the old act?

Mr. LYNN. Yes, sir.
Senator MALONE. That is helpful.
Now, when you petition the Tariff Commission in your last setup

there, what good does it do or what assurance do you have of relief
even if the Tariff Commission decides that you are correct? What
assurance do you have that the Commission recommendations will be
approved when all the history is against the adoption of their findings?

Mr. LYNN. Well, sir, as I said in the beginning, we have not been
completely happy with the action under the Trade Agreements Act,
what we call to choose the Reciprocal Trade Agreements Act.

Senator MALONE. I think from your point of view it is a very fine
thing, because naturally, when the news goes out it is reciprocal trade,
most people are for reciprocity if they get any.

All we have gotten out ot it so far is a $275 billion debt, which,
added to the States' debts, is more than the tax valuation of the United
States of America, and it is not too healthy.

And now you are producing more of one product than you can
consume here, and your position I understand perfectly.

You want to sell more of it in foreign markets and you Want some-
one to have the right to restrict production of another product so im-
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ports can come in and they can get the money to buy yours. Now, I
understand your position.

Mr. LYNN. That is not our position.
Senator MALONE. What is it?
Mr. LYNN. We are exporting from the United States roughly $15

billion worth of products annually.
Senator MALONE. How much does it cost the taxpayer?
Mr. LYNN. Well. since 1945 it is true that we have spent a tre-

mendous amount in the form of economic grant aid.
Senator MALONE. How much?
Mr. LYNN. About, roughly, $10 billion or more.
Senator MALONE. Well, that is not very much in consideration of

the $275 billion.
Mr. LYNN. I think it is a lot.
Senator MALONE. You are an important industry and maybe you

are worth it. 'What prices are these exports costing. How much does
it cost you to do this export business you are doingS

Mr. LYNN. Well, I don't know. Roughly, I judge that there must
be about $2 billion now in the carryover of the old Mutual Security
Act and the Foreign Operations Administration Act that is being
used in the form of aid and we get it back. I would say, roughly, $2
billion out of the $15 billion and that includes everything agriculture
and nonagriculture.

Senator MALONE. What is that?
Mr. LYNN. Roughly, $2 billion of the $15 billion we are exporting,

perhaps, is in the form of economic grant aid to other nations.
Senator MALONE. You said there we get some back. What is it we

get back?
Mr. LYNN. Oh, we get back a lot of valuable products in the form

of imports.
Senator MALONE. In the form of imports? How would that profit

us to get imports?
Mr. LYNN. Would you allow me to refer you to page 5, the insert

between pages 4 and 5 with regard to the critical needs
Senator MALONE. Perhaps I have the wrong thing.
Mr. LYNN. It is a chart.
Senator MALONE. Oh, here it is; I am sorry.
Mr. LYNN. I hesitate to present anything here having to do with

minerals because I know you are an expert in this field.
Senator MALONE. I want to clear that up for just a minute. I am

here in the United States Senate for the United States of America,
and while you have abused minerals quite a good deal, it is nothing
to what you have done to some other industries.

You have just closed many of our mineral producers down and
made us depend on offshore areas for certain things that you can't
fight without, and can't get them when a war starts.

But I am interested in 50,000 other products. I am interested in a
man being able to invest his money in this country with a reasonable
assumption that Congress has set up a principle upon which he knows
his investment is going to be reasonably protected.

Mr. LYNN. We are, too, sir.
Senator MALONE. Well, if you are, your testimony is not very clear

on that point.
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You are now for taking away from the principle. We have abol-
ished the principle and we can inject international politics, we can
inject any conclusion that the country's economy might be benefited
by abolishing a certain industry.

Congress never, until 1934, instituted that principle. Now you are
for that principle for some reason that I deduce you think will help
your product.

Mr. LYNN. Not our product, America, sir. We are for the total
economy because we as farmers prosper as the total economy prospers.

Senator MALONE. I am glad you understand that. And Congress
has taken cognizance of the farm problem and has appropriated the
money. But it looks to the Senator from Nevada as though some in-
dustries are getting penalized twice.

We take the money from these individuals and companies to pay for
the product and store it, and then we abolish certain sectors of the
industry in order to import many of these products, so we are not pro-
tected on principle, at all.

We have abolished the principle and put it in the hands of one man,
who is a virtual dictator. That is what we have done, actually.

Mr. LYNN. Well, we are for the prosperity that we have now and
will continue to have, Senator Malone.

Senator MALONE. I think you are making a very broad statement.
Right now you are living off our fat. We are producing hundreds of
millions of dollars worth of obsolete war equipment and sending it to
Europe and we are afraid to stop it for fear of unemployment.

We have an FOA that scatters money all over the world like a
drunken sailor on the theory that this money will go to buy our
products. You know what a banker would say to you if you went into
a business in a grocery store and you wanted to borrow money to
scatter around the neighborhood for people to buy more groceries, you
know what he would say, don't you?

Mr. LYNN. Yes, sir. I think I know.
Senator MALONE. That is what we are doing and that is our pros-

perity. We are treading water.
Mr. LYNN. But our exports, Senator, which are averaging about

$15 billion annually-
Senator MALONE. Well, I hear so many estimates here of what they

are averaging, what do you deduct from these exports?
Mr. LYNN. Well, this is not including direct military items.
Senator MALONE. Well, we got down to $11 billion yesterday. I

don't know just what you base this on because here is another thing
you can do in your spare moments.

If you will deduct the cost of the war equipment that we are ex-
porting all over the world and deduct the money that we appropriated
for FOA and other extraneous departments to scatter over the world,
you are right back to 51 percent of exports that you had for 50 years.

I will guarantee you will get that result even with your figures if
you. will just go ahead and do it, and your legitimate exports where
you get the money, you pay for what you import ard you get paid
for what you export, would average over a period of three to four
decades to 41/2 to 51/2 percent.

Go ahead. I would like for you to explain this table.
Mr. LYNN. This table is designed to show, and it does show, the

critical situation with regard to some of the strategic material. This is
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projected through 1975, based on the rate that we are increasing the
use of some of these critical materials. The main point of our putting
it in here is to show the portion we now get even with our consunip-
tion of our critical minerals now-the consumption we are dependent
on from abroad; as much as 67 percent of some of these critical mate-
rials. Cobalt as much as 92 percent.

And our purpose in doing this-
Senator MALONE. I see you have quite a range there. I would not

want to go into them one by one.
Do you have any idea what happened to fluorspar, for example?
Mr. LYNN. No, sir; I do not.
Senator MALONE. I will tell you what happened to it. I wish you

would just take occasion to look it up if you have any doubt about it.
They lowered the tariff on it, so that Mexico and other Nations have
destroyed the fluorspar industry in this Nation.

In the State of Illinois the boys are on the street, simply because the
duty is below that differential of cost of production. You can get
all of the fluorspar that you need, if you will just let the boys go to
work, and they can and will go to work when we can afford to operate
our own fluorspar mines. We have plenty of fluorspar but the market
has been turned over to foreigners.

That is true of many products. Many of them you would nol,
produce all that you need, like lead and zinc. Lead and zinc were pro-,
duced in quantity of about two-thirds of what we need in this country,
and that was when we had a tariff that closely approximated the di:-
ferential in cost between this and foreign nations.

Now we are producing about one-third. We are lucky to be produc-
ing any.

The mines in Utah, the mines in Colorado and the mines in Cali-
fornia, and the mines in Nevada, those mines are down and the boys
are out in the street.

The lead and zinc miners are on the streets, because the stuff is being
dumped into this country from foreign countries, due to a low tariff
that does not even approach the differential I am talking about.

It has turned what we termed "ore" into country rock. It is just
as simple as that, because we call ore something that you can mine at
a profit, and you can mine much of it at a profit if you have that dif-
ferential of cost represented in the tariff.

Let the Tariff Commission put the tariff up or put it down as the
relationship between two countries, the chief competitive nation on
each product and this Nation, exists. Is that clear to you?

Mr. LYNN. It is reasonably clear.
Senator MALONE. Why do you put a table in here that you yourself

do not understand as to why this condition comes about?
Mr. LYNN. I would like to have an opportunity to explain why

we put the table in.
Senator MALONE. Go ahead.
Mr. LYNN. We put the table in to illustrate this one point that we

are in vital need for the importation and we are dependent upon the
importation of many of these strategic and critical materials as
indicated here.

Senator MALONE. You are of the opinion that no duty should be on
anything?

Mr. LYNN. No, sir.



228 TRADE AGREEMENTS EXTENSION

Senator MALONE. Where we do not produce 100 percent, is that it?
Mr. LYNN. We are not advocating that.
Senator MALONE. Under your policy you will find we would not

produce any here, if that is helpful to you. For 22 years you have
been going down, except in wartime.

Mr. LYNN. I point out here that we have a tremendous surplus of
agricultural commodities.

Senator MALONE. We know that already. We have been wrestling
with that here for the 8 years that I have been in the Senate.

Mr. LYNN. What we are trying to do under the reciprocal trade
agreement program is to encourage the sort of production of these
critical materials, that we are dependent on for imports, and we
believe in so doing we can utilize the food and fiber resources that
we have.

Senator MALONE. Do you mean, by increasing the imports of these
products?

Mr. LYNN. That is right-that is right.
Senator MALONE. I understand that is your point.
Mr. LYNN. That is right-that is the only purpose of it. That

was the only purpose in putting it in there.
Senator MALONE. I do not know how you could have said it plainer.

Please go ahead. You want the tariff on these products to go below
that differential of cost.

Mr. LYNN. No, sir. We have not said that.
Senator MALONE. Why are you not for the 1930 act that guarantees

that to an investor, so that he can put his money into it?
Mr. LYNN. The 1930 act did not provide for any reciprocity.
Senator MALONE. Look, my friend, reciprocity comes to you if you

put your own stuff on the line. And if every nation in the world
ad a tariff act like ours you would have plenty of trade. They do

not have it. Their tariffs have gone up. They have not gone down.
They are away above, in most of these countries.

I am making a report now on the Western Hemispheric nations.
The reason they are above, generally speaking, is because they use

it for revenue purposes. We do not use it for revenue. We have
not for a long time.

But in some cases, like Mexico and other countries, they have de-
liberately raised the tariff to protect their own industry in their
own nation.

We are practically the only nation on earth that is not for our own
nation.

Mr. LYNN. That is one reason, sir, that we, on page 7, item 4, we
make a recommendation for an amendment to H. R. 1.

Senator MALONE. Could I ask you one question about that?
Does it change the situation or is one man still the final judge?
Mr. LYNN. One man is still the final judge.
Senator MALONE. All right, that will be good-I am glad to know

that. I already knew it, but I wanted you to say it.
Mr. LYNN. I will begin on the top of page 4.
Within the framework of safeguards, we see little likelihood of

injury to American producers through implementation of H. R. 1.
Senator MALONE. Do you see anything in the injury already done

to American industry?
Mr. LYNN. No.
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Senator MALONE. You do not?
Mr. LYNN. No.
Senator MALONE. You do not see any injury done to the glass

industry ?
Mr. LYNN. No, sir.
Senator MALONE. Or to the crockery industry?
Mr. LYNN. No, Sir.
Senator MALONE. Just shut it down-is that it-you would not call

that an injury-that is dead-they are killed.
Mr. LYNN. There is a lot of injury claimed in agriculture, and was,

8 or 10 years ago.
Senator MALONE. I am not talking about agriculture. When you

shut a plant down because you cannot pay the wages, that kills it-
it does not injure it. Is that what you mean ?

Mr. LYNN. I expect if you investigate that, these people that were
working in the crockery industry, that they are, perhaps, doing better
than when they were in the crockery industry.

Senator MALONE. The boys do not say so but then if you think they
are, well, let that stand. They are unemployed, if that is what you
mean-most of them. Unless our people are employed, it is not good.

Ninety percent of the zinc workers and the lead workers are on the
streets today. They do not think they are better off.

On what basis do you judge that they are better off unemployed?
Mr. LYNN. They are not better off unemployed.
What I am saying to you is that ve have about 63 million people

employed in this Nation, which is the highest number we have ever
had.

Senator MALONE. I sUI)pose that is right. We do increase in pop-
ulation, some, do we not.

Mr. LYNN. Yes, sir.
Senator MALONE. But with these boys on the streets, the other 62

million or 61 million or 63 million, it is not very helpful to them, is it?
Mr. LYNN. Will we get them back into the mines if we increase

the duty to 100 percent?
Senator MALONE. Nobody has ever suggested that any duty go to

100 percent.
Mr. LYNN. Or any percent?
Senator MALONE. Yes. If I may go over this again, section 336 of

the Tariff Act fixes the principle upon which the Tariff Commission
shall fix the duty, and if fixed on that principle they will go to work.
That is the fair and reasonable competition, giving them equal
access. These workers and industries should have that, to their own
American markets. That is what you oppose, I understand.

Mr. LYNN. Well, we would if we put these people to work digging
lead or other minerals, and stockpiling it for future needs.

If necessary we would support legislation in the Senate or the
House to have the Government buy these critical materials and put
these men to work.

Senator MALONE. I do not have any expectation that you will un-
derstand it, but I want to tell you again that an Executive order to
put minerals or anything else in a stockpile is not a basis for invest-
ment of capital. Capital has been ruined in many of these industries,
and no private capital is going back as long as one man has the final
authority to put them out of business again.
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There is very much of a limit to what you can put in a stockpile,
because the same joker that orders the stockpiling can order it discon-
tinued. You would not put your money in it. I would not, and no
one else will, except the ones that are already in the business, who hung
on just as long as they could. Now they are down. They are out of
business. The boys are on the streets. The capital is gone.

That ought to be some satisfaction to you, because I see you under-
stand nothing about it whatever.

Mr. LYNN. I am just a small country boy from South Carolina.
Senator MALONE. I am a small country boy from Nevada.
Mr. LYNN. I am sorry that I have not-
Senator MALONE. At least, I do not try to tell somebody about his

own business. I know that there is a lot about your business that
even with all of the testimony here I do not understand. I am for
helping you. I think that is shown by my past actions here on the
Senate floor, but when you come in with an idea that you are putting
over something that is going to help your industry at the expense of
another industry, I cannot help but question you at some length.

Mr. LYNN. Well, if you have that conception, sir, I am sorry. I
have not made myself clear.

Senator MALONE. You really have not because you want this thing
not on the basis of fair and reasonable competition-you want the
whole situation put in the hands of one man so that he can rearrange
the industrial map of the United States of America. That is what
you have testified you wanted. At his own discretion.

Senator CARLSON (presiding). Where are you reading?
Mr. LYNN. Page 4, the second paragraph.
Under past reciprocal trade programs, concession on carbon have

been gained from 20 countries; wheat, 18 countries; tobacco, 30 coun-
tries; apples, 33 countries; lard, 21 countries; and dried milk, 28
countries.

These are the examples of the benefits that accrue to American pro-
ducers from the reciprocal trade agreements.

Senator MALONE. This is American producers of agricultural
products that you are talking about?

Mr. LYNN. That is right.
Senator AJALONE. I have been here now since 10: 30 this morning,

Mr. Chairman. I have had no lunch. I have missed the Senate
session. I must say that as long as these men testify I shall be here.
I have asked that a recess be granted. This man lives in Washing-
ton. There is no reason why you cannot come back in the morning
when we could have another session. I again suggest that we recess
and get some lunch.

Senator CARLSON. I would assure the Senator from Nevada that I
should like to, but I have been asked to take over temporarily. I un-
derstand the chairman of the committee will be back in a few minutes.

Senator MALONE. I will stay until this man is through, because I
do not intend that this record they are making go unquestioned.

Senator CARLSON. You may proceed.
Mr. LYNN. Protection for producers of basic minerals.
Objections to H. R. 1 have been raised on grounds that it may

threaten domestic producers of minerals. Not only are domestic min-
eral producers protected by all the procedures we have just described,
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but in addition by a rapidly expanding domestic demand of those
minerals.

Senator MALONE. Is that the only question that has been raised?
Mr. LYNN. There have been many other questions that have been

raised, but Senator Byrd asked us not to repeat the testimony that we
gave in the House.

Senator MALONE. I am asking you to tell me what industries there
are now that would be injured as you have testified. If you are going
to put one of them in, put all of them in. I am asking for that. I am
a member of this committee.

Mr. LYNN. Did you want us to insert it in the record?
Senator MALONE. I am asking you now to tell me if you are going

to put this in. If you do, we will go right through the whole thing.
Mr. LYNN. I can. I will have to go through volumes 1 and 2 of the

House Ways and Means hearings on 1-. R. 1.
Senator MALONE. That would suit me fine.
Mr. LYNN. Go through this hearing, and pick them out
Senator MALONE. We will stay here until midnight, if we have to.

I am not particular.
Mr. LYNN. Do you want to go into that now?
Senator MALONE. Yes, go to this first and then continue.
Mr. LYNN. Suppose 1 name :, or 4 that I know of specifically just

from my own knowledge.
Senator MALONE. Then we will see what happens after that. All

right.
Air. LYNN. The dolnestic textile ih(llstrv las raised some objections

to this bill. I understand the Westinghouise people, and some of the
producers of electrical applianwes have.Senator MALONE. Why do you sUl)pose they would question this

bill?
Mr. LYNN. I do not know. I have not been able to figure why they

would.
Senator MALONE. Do you want me to tell you something about it?

It will take me about half a minute. They question it because the
manufacturers abroad have large machinery, power machinery, hy-
draulic machinery, pay about 43 cents an hour, as in England, and
they are just as efficient in making these materials, and they use the
same methods that they do here where they pay $1.89 an hour. That
is the reason.

Mr. LYNN. I did not know that.
Senator MALONE. I knew you did not know it. You do not seem

to know anything about any other industry but your own, but you go
right ahead and take them up one by one and I will try to help you.

Mr. LYNN. Well, we can, if I might call on the clerk of this commit-
tee, furnish part II of the hearings before the House Ways and Means
Committee.

Senator MALONE. You can call on me to furnish it, if you have to. I
will get it for you.

Mr. LYNN. I would be happy to go through it here and inject these
into the record.

Senator MALONE. Go right to it.
Mr. LYNN. But, Mr. Chairman, I would hope that we could just

insert this into the record, rather than to read it.
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Senator MALONE. I will have to question you, if you are going to be
an authority on it, just like on minerals.

Mr. LYNN. Our purpose in putting this chart in here
Senator MALONE. You have already explained your purpose. I

understand it thoroughly; that is, to make a clear case that if we con-
tinue to increase imports of other products, you can increase the
exports of your products. That is very clear to me.

I do not think you need to do that. I think Congress has taken
pretty good care of you. I am very anxious that you complete your
testimony in the next 6 or 7 hours, anyway. We will stay around for
that.

Mr. LYNN. I would be happy to complete reading the testimony that
I have here.

Senator MALONE. You go on to the minerals, and then we will
start on the other products that you have referred to. If you do not
want to refer to them in your testimony, that is another thing.

Mr. LYNN. This is our statement, and we stick to it.
Senator MALONE. You have already referred to the others?
Mr. LYNN. Yes.
Senator MALONE. So we will stick to those.
Mr. LYNN. Then I will be happy to insert into the record at the

proper place these others, if you wish.
Senator MALONE. You read it and I will question you.
Mr. LYNN. For example, informed circles indicate a continuing

copper and nickel shortage. We in agriculture are concerned, for
example, with the report that we have less than 100 years' supply of
potash. We expect to be in the farming business a lot longer than
100 years.

Senator MALONE. Who made the estimate of 100 years?
Mr. LYNN. We got that from the President's Commision that made

this long study 2 or 3 years ago with regard to the basic commodities.
Senator MALONE. What keeps potas] from coming in here, if there

is a tariff that just makes up that differential-what prevents the
import of potash above what w e produce each year?

Mr. LYNN. Well, the Tariff Commission has just gone through a
hearing on that at which we appeared.

Senator MALONE. You are against any tariff on it, I suppose?
Mr. LYNN. No, sir. There is already a tariff on potash imports.
Senator MALONE. What was your testimony in that regard?
Mr. LYNN. We were against the proposed increase that the domestic

producers of potash tried to get the Tariff Commision to recommend
to the President.

Senator MALONE. Did they testify that the duty is below their
differential of cost?

Mr. LYNN. I think they so testified, but the facts are that their
returns on their investment before taxes is running in the neighbor-
hood of 40 to 50 percent, according to our best information. And
after their taxes, their profit on their industry is quite good. We
appeared before the Tariff Commission in opposition to this because
one of our real costs in agriculture is fertilizer and this would have
meant an addition of about $10 a ton to the cost of fertilizer to farmers
in the United States.

We thought that the profit being made by the domestic producers on
potash was sufficient not to justify an increase of $10 a ton.
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Senator VALONE. In other words, you testified that the tariff is al-
ready sufficient to make up that differential of cost and they are
making a profit ?

Mr. LYNN. That is right.
Senator MALONE. You did not testify that you wanted it below

that?
Mr. LYNN. No, sir.
Senator MALONE. Below the differential?
Mr. LYNN. No, sir; we did not.
Senator MALONE. I think that is very nice of you.
Mr. LYNN. The appetite of the United States economy for raw ma-

terials has prospects for a phenomenal growth. The accompanying
chart, United States Raw Materials Requirements, illustrates the
prospective market for domestic raw materials. We believe this pro-
spective market, plus an intelligent stockpiling policy within the safe-
guards of H. R. 1, will protect domestic producers of raw materials.

(The chart is as follows:)

V.,f RAW MTEA,4LS REQ(//IEMENTS
PNjected Increase, 1950 to 1975 poron We Now G road

Aluminum -. 358% j
Cobalt 340% ---- ----- -----

Fluorpar 187% --------------- c
Tungsten 150% - - -... -

Chwomite 1005k------------ ---- ------------- --0 --
Nickel 100% - -------.-.. -----.-.---------.------.----........... .....

A ntim ony76 -- -------------- --- - ---- --- ----- ---

L e a d 6 1% -- --- -------------- ---- --------------------- -----

Manganese 50% ------ ----------------

Copper 45% --------------------

Tin 27% -------- - - ---------

Senator MALONE. Let us get this straight again. You are still for
one man decision regardless of whether it represents that differential
of cost of production or not? He can make the decision on any
other factors that he sees fit, is that correct ?

Mr. LYNN. Based on the evidence that he gets. Sure, he can make
the decision.

Senator MALONE. He can make the decision?
Mr. LYNN. Yes, sir.
Senator MALONE. You want to change the principle laid down in

the 1930 Tariff Act, that the tariff shall represent that general approxi-
mate difference in cost of production here and in the chief competitive
country to a one-man decision-that is what you want?

Mr. LYNN. That is right.
Senator MALONE. All right.

233



TRADE AGREEMENTS EXTENSION

Mr. LYNN. To protect our economy as a whole, we believe it is wise
to encourage the import of supplemental supplies of critical materials
within careful procedures to protect domestic producers.

Senator MALONE. Why do you want that?
Mr. LYNN. We think that it is necessary, particularly in the case of

the production of these critical materials here in the United States
and we ought to have a very healthy industry in lead and zinc and
other minerals.

Senator MALONE. How do you have that healthy industry?
Mr. LYNN. Well, we can have a healthy one.
Senator MALONE. You do not have a healthy industry now, if it is

any news for you.
Mr. LYNN. I am not familiar enough with each specific case.
Senator MALONE. I did not suppose you were.
Mr. LYNN. With the individual industries, but I just noticed the

day before yesterday that Mr. Arthur Fleming was allocating some
copper and some chrome out of the stockpile because of a lack of pro-
duction here in the United States.

Senator MALONE. You know why that lack of production is, do you
not?

Mr. LYNN. I do not know. I have been out to Butte, Mont., and
I have seen a lot of activity there. I kind of assume that the way we
are using copper and these other materials now it was causing them
not to be able to keep up with the demand.

Senator MALONE. We have an absolute free trade on copper.
Mr. LYNN. We do?
Senator MALONE. There is nothing to protect the new man going

into business. The companies now in the business are in busi-
ness in Chile, and they are just like a gas station on the corner. If
someone wants to break them, they are able to do it-as they can go
in and lower the price until the competitors are out of business, and
then they can raise the price. They just raised the prices, was it to 32
or 34 cents ?

Mr. LYNN. I do not recall.
Senator MALONE. There are only three companies in the business.

Free trade is what you have. If you have a protective tariff on it I
will guarantee that there will be some new men in the business.

Mr. LYNN. We make it clear, I hope, sir, that we are for the pro-
tection of the domestic producers. H. R. 1 gives this protection.

Senator MALONE. Would you be for a tariff on copper that would
make up that differential of cost between here and the chief competi-
tive nation?

Mr. LYNN. I would not be able to answer that, because I have not
studied the facts.

Senator MALONE. How do you think you are for it then?
Mr. LYNN. If the copper producers feel that they have been in-

jured or have prospects of being injured we would be for them going
through the procedures set up under the law.

Senator MALONE. And then take what they got?
Mr. LYNN. And if they can prove their case-
Senator MALONE. And take a one-man decision-that is what you

are for?
Mr. LYNN. Yes, sir.

234



TRADE AGREEMENTS EXTENSION

Senator MALONE. All right, I understand that thoroughly. There
were a few additional copper companies in the business. They are
out of business now for your information, except one in Arizona which
I think was given $90 million of Uncle Sam's money, which is the tax-
payers' money, so that they could go into business.

Mr. LYNN. Yes. I assume your figures are correct.
Senator MALONE. And others that are in the business have a guar-

anteed unit price, some of them. Most of them have a short amorti-
zation period. You are for all of that, I understand that.

Mr. LYNN. It would be unwise to pursue a long-time national policy
which in 25, 50, or 100 years would exhaust or impair our suplplies f
industrial raw materials. We should assure them through imports,
if we can't get them through domestic production.

We wish to summarize the major points of our previous statement
in support of the enactment of H. R. 1.
IMPORTANCE OF ExPANDIN(: INTERNATIONAL TRADE TO 011 NATIONAL

SECURITY

In the formulation of national policies, our security interest, the
preservation of our freedom anid the prosperity of the Nation as a
whole, must be given major consideration. Our foriegn trade policy,
pai tially implemented through the reciprocal trade agreements pro-
gram, has important and far-reaching effects. Our national security
can best be maintained with an inrea,ing m11ber of allies, each with
increasing strength. An expandling and mutually profitable trade
among nations promotes , national s'eciritN" by creating healthy e(c-
nomic bonds of self-interest among nations.

The President's budget ine sage on Monday, January 17, lwn'losed
$40 billion-65 percent of the total budget-for national security, it
is only commonsense and good l)uiness that all national policies should
reinforce this national security effort, not only to avoid waste but,
more important, to assure that we achieve security. An expanding
and mutually profitable international trade will reinforce our na-
tional security program. An extension of the Reciprocal Trade
Agreements Act, with the authority that would be given to the Presi-
dent by 1I. R. 1, is an important measure for expanding international
trade to acomplish this objective.

Senator MALONE. At that point I would like to interject, Mr. Chair-
man, an estimate that was made in 1944 by a very distinguished citizen,
that we were out of all of these materials. This is a little longer
estimate than 100 years. That is quite a while.

And assuming that no discoveries will be made, as there always
have been.

Senator CARLSON. Did you say 1944?
Senator MALONE. Yes, sir. On March 7, 1944, a man by the name

of Harry Dexter White, prepared a memorandum along the lines
that you have prepared, and this memorandum was obtained from
Princeton University. I sent one of our investigators up there. And
the subject was: Proposed United States Loan to the U. S. S. 1R.

And it is to Secretary Morgenthau, from Mr. White, who was then
an Assistant Secretary of the Treasury.

59884-55-pt. 1-16
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The following memorandum is in reference to your request that the feasibility
of the extension of a large credit to the U. S. S. R. in exchange for needed
strategic raw materials will be explored.

It is not the first time it has been thought of.
Your opinion that such an arrangement might well be feasible appears to us

to be supported by our study of the possibilities.
1. Recent confidential reports on our raw material resources prepared for the

Under Secretary of Interior disclose an increasing dependence of the United
States on foreign sources of supply for strategic raw materials because domestic
reserves have been seriously diminished or virtually depleted.

2. The following table indicates the extent of United States current reserve
supplies for some important strategic materials which can be produced in quan-
tity in the U. S. S. R. in terms of prewar and current war, domestic requirements.

There is a table here, a very enlightening table. It is headed:
"Reserve domestic supplies."

Petroleum, 13 years' supply. That was in 1944. In 1957, we will
be out of petroleum according to Mr. White.

Manganese, 3 years' supply, on the basis of 1944 consumption.
Tungsten, 3 years' supply.
Zinc, 8 years' supply on the basis of 1944 consumption.
Lead, 6 years' supply.
Chrome, less than 1 year's supply.
Mercury, 2 years' supply.
Continuing the Harry Dexter White memorandum:

3. It is evident from the above table that, although our domestic reserves of
petroleum, tungsten, and zinc may suffice to meet consumption requirements for
the next decade, they wil be almost entirely dissipated by the end of that per-
i'd; in the case of manganese, chrome, mercury, and lead our resources are too
limited to satisfy even probable domestic requirements of the next 10 years.
The number of strategic materials for which our reserves are very low and
which can be produced in the U. S. S. R. is greater than indicated above, and
includes platinum, vanadium, graphite, and mica.

For the information of the committee, vanadium is kind of a drug
on the market now, and there is so much in sight that no one can
estimate it. And oil is about in the same way, that is, petroleum.

As to mica, there is a synthetic mica that does the job so they think,
better than the regular mica.

Returning to the White memorandum:
4. Although our reserves of strategic materials could be somewhat expanded,

given an increase in price to make possible further development of marginal
resources, the necessity of growing United States dependence on foreign sources
of supply in order to satisfy anticipated postwar industrial requirements and to
maintain adequate security reserves, is inescapable.

They are "marginal" in this country, whenever you pay wages
greater than the competitive country. That is the way Mr. Harry
Dexter White put it. And from the testimony here for the last 2 or
3 days, he has plenty of followers.

Then in parenthesis:
(See attachment I for complete table on United States itietal reserves.)

And then there is a heading: "U. S. S. R., untapped raw materials
reservoir."

You could use any nation like India, where neutrality is about the
best you could expect. They have plenty of some of these resources.
They probably would be against us.

To quote again from the White memorandum:



TRADE AGREEMENTS EXTENSION

1. The U. S. S. R. is richly provided with a wide range of strategic raw mate-
rials, including metals, minerals, timber, and petroleum, but the unequaled
degrees to which these have been developed will limit the number and volume
that may be available for export in the immediate postwar years.

2. Rapid economic reconstruction and expanded resources development could
greatly enhance the export surplus of the U. S. S. R., could sustain large-scale
exports of metal and metallic ores, petroleum, and timber at an average annual
value of at least $500 million, not including exports of other materials such as
furs and semimanufictures.

3. It therefore appears that a financial agreement whereby the United States
would extend a credit of $5 billion to the U. S. S. R. for the purchase of industrial
and agricultural products over a 5-year period, to be repaid in full over a :0-
year period, chiefly in form of raw material exports, would not only be advan-
tageous to the United States, as well as helpful to the U. S. S. R., but would be
within the limits of feasible trade between the two countries, since the amount
we would wish to purchase would be in excess of the repayment which the
U. S. S. R. would be required to make under the proposed loan terms.

You will be interested in the agricultural products.
Mr. LYNN. Yes.
Senator MALONE. This was $5 billion that he was advocating.
And then there is in parenthesis:
(See attachment II for suggested terms of U. S. S. R. repayment for United

States credits.)
The proposed financial agreement appears practical because:
1. The prewar restricted pattern of trade should not Ie used to define the

potentials of postwar trade between the United States and U. 5. S. It. since both
,economies have been fundamentally restructured by the war. In both the United
States and U. S. S. R. the accelerated expansion of production capacity and
national output which has been achieved during the last 3 years indicates the
new and larger dimensions which foreign trade can assume in both economies in
the postwar period.

That is an idea.
You do not want to divide that, do you?
Senator CARLSON. Yes; I will.
Senator MfALONE. And then there is in parenthesis:
(See attachment III for a summary of United States-U. S. S. It. trade rela-

tions during the interwar period 1918-38.)
(a) The low level of prewar international trade relations were both a symp-

tom and a cause of deteriorated economic and political international relations.
It is realistic to assume that as compared with prewar years a decreasing pro-
portion of expanding Soviet resources will be devoted to war industries, thereby
creating an enlarged export potential through the release of resources.

3. Since the U. S. S. R. has completely state-controlled economy, the extent
and character of its surpluses and deficits (i. e., imports and exports) are
largely determined by planning decisions covering the allocation of manpower,
materials, and equipment, it will be possible for the United States to influence
the Soviet pattern of anticipated national surpluses and deficits.

4. If United States trade plans are premised on an expanded volume of trade
and a correlative increase of United States import requirements, the expansion
of trade between the United States and U. S. S. R. need not necessarily involve
a reduction in total United States imports from other areas.

In other words, we could expand and get practically all of these
materials from the U. S. S. R. and still import the same amount from
other nations.

The proposed financial agreement appears desirable because:
1. The United States will obtain access to an important source of strategic

raw materials which are expected to be in short supply in the United States
after the war.

2. The United States will also be assured an important market for its indus-

trial products since the U. S. S. R. represents one of the largest single sources of
demand in Europe and is ideally suited to supply us with a large and varied
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backlog of orders for both producers' and consumers' goods. Such a sustained
demand could make an important contribution to the maintenance of full
employment during our transition to a peace economy.

I followed your testimony carefully. I agree that you agree with
this outline.

3. Moreover, the United States will not only be assured a desirable market
because of the anticipated volume of demand the U. S. S. R. will exercise, but
because of its superior repayment potential compared with other foreign buyers
of American products.

4. An arrangement of this character would provide a sound basis for con-
tinued collaboration between the two Governments in the postwar period.

That is signed by Harry Dexter White, William Henry Taylor,
Irving S. Friedman, and Sonia Gold.

It seems I have heard that name before.
Now, for your information, the Secretary of the Treasury trans-

mitted to the President of the United States this memorandum almost
in toto-hardly changed a word. The then President of the United
States issued this memorable statement dated July 23, 1946, which
continued this idea of the have not policy of the United States, started
under the aegis of the Roosevelt regime. The President says:

I have today signed the Strategic and Critical Materials Stockpiling Act
because it is important to the national interest that this Government have the
power to acquire stockpiles.

It is only because of the overriding importance of this purpose that I am able
to overcome my reluctance to signing a bill which reaffirms the application 1o
stockpile purchases of the provisions of title III of the act of March 3, 1933
(47 Stat. 1520), known as the Buy American Act. Those provisions will not
only materially increase the cost of the proposed stockpiles but will tend to defeat
the conservation and strategic objectives of the bill by further depleting our
already inadequate underground reserves of strategic materials.

He is objecting to paying the wages here, to get this material.
Right in line with your testimony. This report sort of blows that

thing out of the water, if you are interested in it. It is Report No.
1627. It might be very helpful if you will get to a field entirely for-
eign to you. I will not read further. It is all available there.

That is one of the reasons that made me so mad that I ran for the
Senate.

Mr. LYNN. It is very interesting.
Senator MALONE. It is interesting, is it not?
Mr. LYNN. Yes.
Senator MALONE. And this man had a lot of followers who did not

know they were talking about this.
Mr. LYNN. Which man do you refer to, the President?
Senator MALONE. Harry Dexter White.
Mr. LYNN. Sir, I hope that you will not let that stand in the record

or even imply that I am a follower of Harry Dexter White.
Senator MALONE. I knew that.
Mr. LYNN. Can we strike that from the record, sir?
Senator MALONE. I will say now that I do not think you are know-

ingly a follower of any of these fellows.
But, when you testify that we are going to be out of something in

100 years, that is entirely out of your field, you have picked it up
from some report, and all of the history of production in this country
and in the Western Hemisphere proves that if there is a profit in
these things you will find more deposits.
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We did not have any uranium. We had to protect Belgium, be-
cause we had to get uranium from the Belgian Congo.

In 1944 I published a report on the 11 Western States and covered
uranium.

If we treated our taxpayers one-half as well as we do the foreigners,
the uranium would be running out of our ears. Even the women and
children know that now.

Senator CARLSON. The Senator from Nevada, I would suggest in
all fairness, that we clear the record on this one point.

Senator MALONE. Read what I have said there. I will be glad to
clear the record with this witness, because it is pure ignorance that
makes people follow a man like that.

They do not know the sources of their information. It is like these
catchwords and phrases invented by the London bankers. We think
they are the truth. They are just invented to sell a bill of goods to the
United States of America. And we mouth these same things. It is
a terrible thing, Mr. Chairman.

Senator CARLSON. The Chair would like to suggest that just in that
one section there it be cleared.

Senator MALONE. I would like for the reporter to read it.
Senator CARLSON. The word "follower," I think that should be

stricken.
Senator MALONE. I have no idea of attributing to you any follow-

ing of this kind of a man, but a man can easily follow the teachings
of this kind of a man and not know it.

Mr. LYNN. Sir, I am the official witness here today, not for myself,
but for 1,609,461 farm families in the United States, who are members
of the American Farm Bureau Federation and when you attack me
you are not attacking me personally, you are attacking 3 out of 4
organized farmers in the United States.

Senator MALONE. I am trying to teach you a lesson, and if I have
missed it, then I have missed my forte.

I want these 1,600,000 farm families that I am very close to-I want
them to understand what is coming before this committee, and I
intend that they see it.

Mr. LYNN. This statement will be printed in our publications, go-
ing to these people. They know what this is all about.

Senator M ALONE. I an happy that it will be, because if there is any
organization I am for it is the Farm Bareau and the Grange, and
the things they are trying to do, but they must understand, too, that
the kind of testimony that is going in here is entirely out of their
field-talking about things out of their field.

Most of the-
Mr. LYNN. You will be surprised how many people in Nevada

understand the value of trade on a sound basis.
Senator MALONE. I know what they understand, and I understand

them. They do not want to hurt anybody. They do not want to put
the miners of Nevada out of business, any more than the miners want
to put the agriculturalists out of business. I have supported the farm
program, because you have had to do something with it. Let us find
something to do with it though, that does not close other industries.

Mr. LYNN. We are not advocating that, Sir.
Senator MALONE. You are advocating a change in the principle of

fair and reasonable competition and putting it in the hands of one man
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who may do that very thing with his own judgment. That is what
you are advocating.

Mr. LYNN. We have a lot of confidence in the President of the
United States.

Senator MALONE. Well, so do I. He is my President. I helped elect
him. And I will help elect him again if he wants to be nominated and
elected.

But this is the Congress of the United States that you are appearing
before today, a committee of the Senate.

Mr. LYNN. Yes, sir, I have a great deal of respect for all of the
Senators and Congressmen.

Senator MALONE. All we want is a clear record as to the background
of all of the information you have put in this record.

Mr. LYNN. Shall I continue to read, sir?
Senator CARLSON. Yes, sir.
Mr. LYNN. Importance of expanding international trade to our

national prosperity.
All other aspects of international trade should be subordinate to

national security. Nevertheless, there are important economic reasons
for expanding international trade. These are largely based on the
economic self-interest of the United States.

For example, in agriculture, our wheat, cotton, tobacco, soybeans,
feed grains, rice, animal byproducts and certain fruits and other
products are among the most efficiently produced in the world. Our
exports of farm products have run as high as $4 billion in 1951-52.
They accounted for roughly one-third of our production of wheat,
cotton, rice, and soybeans. This provided a market for the produce
of more than 1 out of each 10 acres of cropland. This amount was
equal to $1,000 for each commercial farm. Total farm exports have
dropped nearly 30 percent.

We have made great efforts to adjust our production to lower
demands. Our prices have dropped. We have imposed income-
reducing production controls on wheat, cotton, corn, peanuts, tobacco,
and rice. Despite these efforts, the Government has accumulated over
$6.5 billion worth of surpluses, agricultural commodities. Faster ad-
justments would require a regimentation on American farms which
might endanger our economic and political freedom.

We are expanding our domestic markets. We must expand our
foreign markets.

To maintain a prosperous agriculture, we need export markets of
at least $4 billion per year at present prices. We have the capacity
to supply an even larger foreign demand.

We think our foreign economic policies should be geared to these
export needs. Enactment of H. R. 1 is an important step to gear up
to this need. We have appended Restrictions to Expanding Inter-
national Trade Which Should Be Reduced Under the Reciprocal
Trade Agreements Program as a suggested guide for congressional
intent in implementing the act. At the appropriate time we shall
present to the Congress recommendations for further steps to expand
trade.

Senator MALONE. In the extension of trade I will have to ask you
again how you are going to sell these unless you make up the differ-
ence in the domestic support price and the world price-how are
you going to do that?
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Mr. LYNN. We can produce and compete with most countries of the
world in all of the agricultural production. There are some support
prices currently in effect that we are not in agreement with, Senator
Malone, but generally speaking agriculture will take its chances on
being the most efficient producer of food and fiber in the world and
we will take our chances on getting the market, but if we are going
to get this market abroad we must be willing to trade.

Senator MALONE. What are you going to trade?
Mr. LYNN. Well, we need lots of things we are importing now into

this country.
Senator MALONE. What are you talking about?
Mr. LYNN. If we are going to export we have got to import into

this country.
Senator MALONE. All right. Why do you not import wheat?
Mr. LYNN. We have sufficient wheat in this country.
Senator MALONE. That is all right. Then, look, what you really

want to do and you have said it 40 times today, you want to cut the
duty. You want someone to have the right to cut the duty below
the differential of cost upon certain products that are being produced
in this country, so that you can import more of them, shut off to
that extent our own production so that you can sell more of your
own products abroad.

Could I come to any other conclusion?
Mr. LYNN. I think you could.
Senator MALONE. How would I? Would you explain that-

explain it to me.
Mr. LYNN. Well, it is just as simple as this. If we are going to

export we have got to import or continue to give away dollars for
these people to buy the products that we need to export.

Senator MALONE. IS that so? Well, now, look
Mr. LYNN. We are not for that.
Senator MALONE. What you are doing is advocating forcing trade

beyond their power to earn money each year. You heard somebody
who testified here-I thought it was very clear-who said that there
is no such thing as a shortage of dollars unless you force a trade on
the earning capacity of that nation to fix a price on their currency
above the American price in dollars.

What you are trying to do is to sell them something which they do
not have the earning power to buy.

I would be in the same position, and am most of the time-the things
I want to buy for which I do not have the earning capacity now to
buy. That is what you are talking about, is it not?

Mr. LYNN. We have got to help the nations earn the exchange they
need in order to buy these products.

Senator MALONE. What we have done, just in order to complete the
record, we have with the taxpayers' money overbuilt their production
for their own consumption. And in order for them to run the factories
somebody has to buy the production. They are threatening us that
if we do not buy it they will limit their sales to the Soviet countries.
That is clear. It is blackmail pure and simple. And that has an effect
on some of our people.

In 1948 1 made that kind of a speech on the Senate floor.
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Our own people, many of them, said that all they needed was added
production capacity. WAhat are they going to do with it? There is
no difficulty in financing added production if you have the market.

My grandson could arrange that. He is 5 years old today. I am
due at his birthday party, by the way, but I guess I will not make it.
He would know better than that.

But if they do not have the market in their own circle or sphere,
and there is no assurance that someone else is going to let them just
select their own market, then you will have to get the money to buy it.
That is what we did.

We gave them the money to build these plants.
Now you are advocating-we have gone over this 50 times-that you

give to one man the authority to say, "Well, import more of the prod-
ucts from these plants so that we can sell more agricultural products."

Mr. LYNN. That is right.
Senator MALONE. Very clear. Go ahead.
Mr. LYNN. We believe that H. R. I is a well-balanced piece of legis-

lation. It provides not only the authority needed to expand trade but
also provides desirable safeguards through application of the peril-
point procedures and through continuation of the escape clause and
section 22 to protect domestic producers and the operation of domestic
farm programs from disruptive rates of increase in imports.

Senator MALONE. To keep the record straight, agricultural products
are the only ones included in that protection, in section 22 ?

Mr. LYNN. That is right.
Senator MALONE. And regardless of any peril point, any escape

clause, or any other safeguard that you ascribe as a safeguard, one
man has the judge as to whether or not that safeguard is utilized or
whether it is not utilized; is that right?

Mr. LYNN. That is right.
Senator MALONE. All right. Proceed.
Mr. LYNN. Mr. Chairman, all of the remainder of our statement

is identical with the testimony in the hearing before the House Ways
and Means Committee.

Senator MALONE. I have not heard it, Mr. Chairman. I have not
had an opportunity to question the witness on it.

Senator CARLSON. I suggest that you read it.
Mr. LYNN. All right.
AFBF recommendations on H. R. 1:
We recommend the enactment of H. R. 1 with the following chants

which we believe would improve and strengthen our trade agreements
programs:

1. Increase stability by extending authority for 4 years.
On page 2, section 2, line 2, we recommend "1958" be changed to

"1959." The policies of the AFBF specifically recommend that the
United States should "offer more stability in tariff rates and customs
for reasonable periods in return for comparable reciprocal benefits."
Stability in tariffs, quotas, and customs regulations is necessary if
private traders are to build markets. United States policies and pro-
grams should attempt to give this stability and we should insist that
other countries give our exporters similar treatment.

Senator MALONE. Do we?
Mr. LYNN. Not in every case.

242



TRADE AGREEMENTS EXTENSION

Senator MALONE. I would like to ask here at this point if you do
not have that stability in tariffs under the Tariff Act of 1930 as we
have discussed here today-if that is not exactly what you do have,
is stability in tariffs adjusted continuously on the basis of fair and
reasonable competition, determining whenever there is an applica-
tion, or upon their own motion that they want to reexamine a prod-
uct, that difference in the cost of production between this Nation and
the chief competitive nation, and that the Congress has laid down
that principle-would you not call that stability?

Mr. LYNN. Well, the provisions of the Trade Agreements Act, the
Tariff Commission and these other people take that into consideration.
It is still the principle that has been laid down by Congress.

Senator MALONE. Let me just ask you one question so we (10 not
have to rehash all of it. One man can disregard all of the advice,
and has before now done that in most cases, and reduce the tariff be-
low that differential at any time he wants to; is that correct?

Mr. LYNN. That is the President of the United States.
Senator MALONE. Under any suggestion you have made in your

testimony lie can still do it-under aviy such suggestions?
Mr. LYNN. That is right.
We believe that the extension of the Reciprocal Trade Agreements

Act for a period of 4 years would contribute to greater stability.
Senator MALONE. I like the way you continue to use "Reciprocal

Trade."
Mr. LYNN. We will suggest to the committee that "Reciprocal" be

inserted in the title of this bill.
Senator MALONE. I think that would be very helpful because it

might be an amendment. It has never been used. As a matter of
fact, the Congress never intended it that way.

Mr. LYNN. You would want it used, would you not, sir?
Senator MALONE. I think it would be very helpful to have some

reciprocity, because we have never had it, never since the whole thing
started.

Mr. LYNN. 2. Authorize the President to negotiate for conditions to
improve climate for investment capital as essential part of trade-ex-
pansion program.

We recommend an insertion at the proper place in section 3 (a) (A)
giving the President authority under this act to negotiate for condi-
tions in foreign countries which would create a more favorable climate
for private investment. The flow of capital among nations is an im-
portant part of increasing the flow of goods among nations. A more
favorable climate for investment in many parts of the world would
have the further effect of eliminating the need for American grant-
aid.

Senator MALONE. Do you not think if we did not insist upon making
it up and would trade on the basis of fair and reasonable competition
they might themselves establish an industrial climate?

Mr. LYNN. We would hope, sir, and we are for the continued elimi-
nation of this dollar grant aid, and to put it in the form of sound loans
and investments.

Senator MALONE. I am glad that you are. Would they need loans,
Government loans of taxpayers' money if they had this investment
climate?
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Mr. LYNN. I think private industry, private investments would go
more freely in many of these countries if they had the right climate.

Senator MALONE. Any time you can take capital into a nation or out,
or you can pay your dividends, any time your dollar is worth the
amount of the money in any nation that it is worth on the market--any
time they do away with the courts and all of the other regula-
tions-whenever you can find a profitable investment, there is 10 times
as much money waiting to do it as could possibly be used.

I think you believe that.
Mr. LYNN. That is right, sir, that is exactly what we are suggesting

here.
Senator MALONE. Under this tariff act of 1930 you have exactly

that kind of a situation. The Tariff Commission can continually adjust
the duty on the basis of fair and reasonable competition. That differ-
ence of cost. And then they can take into consideration what the rea-
sonable cost is in this country. And if a country knew that all of these
shenanigans would not be profitable, do you not think it might bring
them to the conclusion quicker than an investment climate is the best
method after all of securing development.

Mr. LYNN. I think that is what we are trying to say here.
Senator MALONE. I know you are trying to say it, but you are still

recommending that the Congress abrogate its authority, its constitu-
tional responsibility, to the Executive to permit him to do as he pleases
about it.

And as long as they know he can do that and has done it continually,
I am not talking about any one President-I am talking about all of
them-personally I have some knowledge of how this thing is done-a
President really has no time to pay much attention to it and has to take
someone's advice, and there are some pretty rabid people, about the
second or third echelon in some of these departments who are running
this business pretty thoroughly, as you will see in that report if you
care to look through it. And so would it not be better, instead of put-
ting that in the hand of these people like the State Department, to have
it established on a principle, just as we have already, so that a com-
mission that knows how to determine the differential of cost deter-
mines it and an investor knows he is going to get that kind of service
unless the Congress itself changes the principle?

Mr. LYNN. We believe this act, Senator Malone, does that.
Senator iMALONE. Of course, I will have to ask you the question

again. Does it leave it to one man to determine whether or not he
would decide on a political, an international political situation and
have a lower duty?

Mr. LYNN. That is right.
Senator MALONE. Let me say something else to you while I have it

in mind. You are aware that'the General Agreement on Tariffs and
Trade at Gepeva has continually readjusted tariffs.

Mr. LYNN. Yes, sir.
Senator MALONE. You are aware of that fact. You are aware that

the International Trade Organization was organized as a 50- or 60-
nation group that would add up the estimated production and con-
sumption, for the ensuing year, and divide it among the nations of
the world. And that this Congress refused to take it. You know that;
do you not?
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Mr. LYNN. That is right.
Senator MALONE. Then the State Department organized an Inter-

national Materials Conference. It is described in this report. It will
make your hair stand up even better than it does now, if you will read
iL. And that International Materials Conference was organized by
the State Department following the refusal of Congress to take the
International Trade Organization.

You may or may not know this to be a fact, but you can read it and
check it.

Only recently the Assembly of the United Nations organized an-
other International Trade Organization of about 30 or :35 nations
with us voting against it. I am glad to say that. The State Depart-
ment was before us in this hearing. They say we are bound, anyway,
if the claim is made.

What are these organizations scattered all over the world ? The
United Nations, the Geneva General Agreement on Tariffs and Trade,
the State Department's International Materials Conference, which
they say they quit using, but it is still there-they are organizations
made up anywhere of from 30 to 50 or 60 nations, with us sitting in,
with all of the markets of the world in the pot to be divided. How do
they think? On the basis of entitlements for consumption? God
knows what that means, but the only way you can interpret it is on the
basis of population and need.

If this thing falls, if it is not extended, all of these trick organiza-
tions fall the same way, and some of us could have some peace and
we would not have to be worrying about what is happening to the
producers of this country. But as long as this thing stands, you will
have all of these organizations. While we sleep they work-and that
is very seldom around here lately, or that we eat, either.

And they are working continualy 24 hours a day to do what- to
divide our markets with the nations of the world. That is what it is.

Any organization that we do not go into, there is no game because
there is nothing in the pot. Therefore, any advocacy of a change
in the fair and reasonable competitive theory of fixing a duty is simply
an opening wedge to these organizations that I have describedd to you.

Did you ever hear of these organizations before?
Mr. LYNN. Yes, sir, some of them.
Senator MALONE. Did you know how they operated?
Mr. LYNN. Somewhat.
Senator MALONE. It will be of material help to you. I know you

are for this country. It will help you if you will just look a little
further into it. Go ahead.

Mr. LYNN. Thank you.
Expanded foreign trade will itself encourage foreign investment

by improving the opportunity to repatriate investments and the in-
come from such investments. However, authority to negotiate for
better investment conditions should be made a part of this program
to expand trade.

3. Authorize suspension of United States concessions when foreign
countries fail to live up to the spirit of their commitments under
existing trade agreements.

Page 9, subsection (6) authorizes the President to suspend United
States concessions. We urge this committee to make clear in its report
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that this provision is to be utilized to insure that other nations live up
to the spirit of their commitments under existing reciprocal trade
agreements if they are to receive concessions made by the United
States.

Senator MALONE. How would the President negotiate for better
investment conditions?

Mr. LYNN. If any country is enjoying a market into the United
States, exporting their commodities into the United States, the Pres-
ident under the authority of this act could say to this country, "we
have a lot of private capital that would like to come into your country,
but these are the things that are keeping them out: Fear of discrimina-
tion, high taxes, et cetera. If we are going to continue to let you
export your products into the United States you must agree to remove
those deterrents and restrictions to investment in your country."

Senator MALONE. I am understanding you better all of the time.
You have injected a new theory that you can allow the President of
the United States under this bill, if it is written to suit you, to bribe
these nations through giving them a part or all of the market of a
certain area in this country, in this nation-to bribe them to establish
an investment climate so that our people can go over and produce
more stuff to be imported into this nation under the free trade.

Mr. LYNN. We are not free traders. We prefer to use the words
'reciprocal benefit" rather than "bribe."

Senator MALONE. I know you do, but the fact remains that if you
set this tariff 1 percent below the differential you have to reduce your
wages or your investments to meet it, or go out of business. So when
you say 5 or 10 or 15 percent-only 5, only 10, only 15-no man in
business would ever say that.

Mr. LYNN. I'm not sure that is true.
Senator MALONE. I do not know what you do besides being the sec-

retarv of this organization, but if you have ever met a payroll you
would not say that.

Mr. LYNN. I am not secretary. I am legislative director; but you
see, if you have a 20 percent ad valorem duty on a $1 item coming into
the United States, for example, and you reduce that duty 5 percent
that is just 1 cent on this particular item.

Senator MALONE. That is correct, if you are competing with labor
that is paid one-eighth or one-tenth of the wages that you pay-that
1 percent could easily put you out of business.

Mr. LYNN. It might.
Senator MALONE. That is correct. I am glad we are making

progress.
Mr. LYNN. 4. Require annual report on the compliance of signa-

tory countries with their agreements.
On page 11, subparagraph (e), beginning on line 8, the President

is directed to submit to Congress an annual report on the operations of
the trade agreements program. We recommend that the specific items
on which the President is to report include the status of compliance of
signatory countries with their undertaking under existing trade agree-
ments.

5. Emphasize reduction of United States duties in excess of 25 per-
cent ad valorem.

We believe that the authority of the President to reduce United
States tariffs in exchange for reciprocal concessions from other coun-
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tries should be exercised with special emphasis on tariffs which are in
excess of a 25 percent ad valorem equivalent. We recommend that
the committee clearly state such an intent, either in the legislation or,
if deemed more appropriate, by a policy statement in the Committee
Report.

This recommendation is based on the belief that many rates below
25 percent have already been reduced, that rates below this level are
less likely to be prohibitive, and that there is seldom a justification for
prohibitive tariff rates.

Senator MALONE. In that section it reads very well. We have no
knowledge whatever of the subject, but is it not a matter of fact that
what you are trying to fix the duty to represent is the differential be-
tween the wagre and living standards here and the taxes and the cost
of doing business, if you want to be fair with the industry, and your
chief competitive nation. Is that not what you are trying to do?

Mr. LYNN. No, that is not what we are trying to do.
Senator MALONE. If you want to give part of this away, would it

not be included?
Mr. LYNN. The wage rates, I think, Senator, are a part, but they

are not the only part.
Senator MALONE. Of course not. There may be 50 factors, just like

fixing freight rates, which the Senator from Nevada has done many
times as an engineer member of the Nevada Cominission-there may
be a hundred factors-there may be 3 or 4 principal factors, but what I
am trying to say to you is that the effective wages, the differential,
is a very great factor.

Mr. LYNN. It is a factor.
Senator MALONE. And the taxes you pay are a very great factor,

especially when we pay the taxes of some of these nations ourselves.
And the general cost of doing business here and in your chief com-
peting nation, that under the 1930 Tariff Act is the tariff, that is the
tariff they recommend. What justification is there of fixing and bring-
ing out of the air 25 or 50 percent or 10 percent without knowing any
of the factors at all?

You brought it out of the air. Explain it to us.
Mr. LYNN. This happens to be the policy of the American Farm

Bureau Federation, developed through a process of some 26,000 meet-
ings, held in the summer and fall of 1954, in which over 700,000 farmers
attended those meetings. This is their recommendations, I am only
trying to present them to this committee.

There are still quite a number of items that have tariffs, ad valorem
duties, in excess of 50 percent.

Senator MALONE. What you would do, you would not consider a
differential, say, of 15 to 19 cents an hour wages in Japan as against
$1.80 or $2 here. You would not consider the difference in the cost at
all. You would just arbitrarily say that anything above 25 percent
is it.

Mr. LYNN. No, we say that the President should give emphasis to
reducing these tariffs that are above that level, but still using the ma-
chinery of the Committee on Reciprocity and the Tariff Commission
and all of the other agencies that are set up by the Congress to advise
the President.

Senator MALONE. And entirely disregard it if he saw fit?
Mr. LYNN. That is right.
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Senator MALONE. All right.
Mr. LYNN. Restrictions to expanding international trade which

should be reduced under the reciprocal trade agreements program.
I would like to make it clear here that I am talking about restric-

tions that other countries are following, that we should negotiate under
the reciprocal trade agreements program.

Particularly since the war a great many restrictions have been im-
posed by governments to limit international trade. These restrictions
apply, of course, to industrial and agricultural products, and the au-
thority contained in H. R. 1 is needed to remove them from both.
However, we shall again limit our observations and examples to the
areas with which we are most familiar-those affecting international
trade in farm products.

Senator MALONE. Do you think we ought to have some kind of club
over their head, so that if a nation like England or France or Belgium
or the Argentine, running their own nation, thought it was advan-
tageous to them to have some of these restrictions-why do we seek
a club over their head? Are they not entitled to run their nation
just as we are entitled to run our nation?

Mr. LYNN. Sure, they are, but they are not entitled to concessions
that the United States is giving with regard to either import duties or
quotas if they are not willing to abide by some of the same rules. All
we are saying here is that we should negotiate before we continue to
give them tariff concessions in our markets. They should give us at
least equal concessions.

Senator MALONE. Until they have such a climate we will not nego-
tiate with them. Why not say that?

Mr. LYNN. I do not know how you would get that.
Senator MALONE. Why do you not just say that no trade agreement

will be in effect or will be automatically canceled when these restric-
tions are placed in any manner in a country?

Mr. LYNN. Yes, sir. We make that-almost that statement.
Senator MALONE. Would you like that?
Mr. LYNN. We have made a similar recommendation.
Senator MALONE. As an amendment?
Mr. LYNN. Yes, sir.
Senator MALONE. Read that one. It has been some time since.
Mr. LYNN. We urge the committee to make it clear, and as I stated

before, we would be happy to assist in drafting legislation in its report
that this provision, be included, it is to be utilized to insure that other
nations live up to the spirit of their commitments under existing re-
ciprocal trade agreements if they are to receive concessions made by
the United States.

Senator MALONE. I think that is a very good suggestion. We still
have in mind that you favor a change in the law where the Congress
of the United States laid it down as a definite principle of reasonable
competition, and to leave it to someone to make a decision to lower the
duties below that differential on any product that lie cares to.

Mr. LYNN. Or to raise the dutv.
Senator MALONE. There has been no history of any raise. It looks

good in the record.
Mr. LYNN. I think there has been increases.
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Senator MALONE. What he can do at his option, he can destroy
any industry in the United States that he cares to destroy and bull
up any other, even as your own. That is what you are for?

Mr. LYNN. No, sir, we are not for destroying any industry.
Senator MALONE. I did not say that you were for it. You are for

a situation that would allow him to do it.
Mr. LYNN. We are for H. R. 1 and the authority given the President

under H. R. 1.
Senator MALONE. And the authority under H. R. 1 gives him the

authority without any regard to any other hearing or advice, to make
any change he cares to make, is that right

Mr. LYNN. He has the final decision, but I am sure that the Presi-
dent of the United States would not make a decision contrary to the
recommendations that he received from the Tariff Commission and
his other advisers.

Senator MALONE. There have been so many of them made that are
contrary to the principles that I cannot go along with you. I would
go this far with you. They would not, knowingly, do it.

Mr. LYNN. I think that is true.
Senator MALONE. How are they going' to know it? You see, you

have conflicting opinions. You have your testimony. You want to
sell grain.

You have someone else's testimony. They want to sell tobacco.
Mr. LYNN. We want to sell tobacco, too. It is an agricultural coi-

modity and we represent all of agriculture.
Senator MALONE. I un(lerstand that. I would like to see you sell

it. I am with you.
Do not displace some other industry in doing it. That is what you

want to give him the authority to do, to give it to an individual to
bring about, if he makes the decision to (1o it. That is what you want,
is it not?

Mr. LYNN. No, sir-no, sir, that is not what we want.
Senator MALONE. Because you have answered it in the affirmative

several times. I will repeat the question, therefore. You are for
giving this individual the authority to do it?

Mr. LYNN. Not to do what you said-not to do what you said lead-
ing up to the question, because, to repeat again, the 163 million
Americans are the best customers we have in agriculture.

Senator MALONE. But the 163 million Americans do not participate
in this decision, do they?

Mr. LYNN. I think they do.
Senator MALONE. Do they?
Mr. LYNN. We are reflecting-trying to reflect here the opinion

of 1,609,461 of them.
Senator MALONE. Your whole testimony is to the effect that you

want to continue the change of the principle laid down by the Tariff
Commission of regulating foreign commerce and trade and in fixing
the duties, imposts and excises that we call tariffs-put them in the
hand of one man-you have testified 50 times today that it was what
you want.

Mr. LYNN. That is right, under the authority of H. R. 1.
Senator MALONE. Then lie can, if he so desires, or if he is mistaken,

he can destroy an industry, can he not?
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Mr. LYNN. He could, but I do not think he will.
Senator MALONE. They have already destroyed 3 or 4. I do not

understand the foundation for your statement.
Mr. LYNN. I have great confidence in the system we have in the

United States.
Senator MALONE. I have great confidence in the one we have.
Mr. LYNN. I still have great confidence in the system. I believe

the 96 Senators and 435 Congressmen try to represent the people.
Senator MALONE. They have nothing to do with it after you pass

this extension. They could take it back.
Mr. LYNN. They are giving the authority to the President to do

this. I firmly believe, as an American, that they are reflecting-that
the Congress is reflecting the will of the people in so delegating it.

Senator MALONE. How many did you say voted for that?
Mr. LYNN. There are 435 over there.
Senator MALONE. How many voted for it?
Mr. LYNN. Let's see-close to 300-285.
Senator MALONE. Voted against referring it back to the committee?
Mr. LYNN. No, the final passage of the bill was
Senator MALONE. After they knew it was going over, anyway, that

is the way it was.
Mr. LYNN. I do not believe they would have gone on record in the

House if they had not been reflecting the wishes of the people.
Senator MALONE. I expect not. One hundred ninety-eight of them

went on record to send it back to committee, was not that the number?
Mr. LYNN. About that-I do not recall exactly.
Senator MALONE. That is a pretty fair criterion. So you are for

this change in the principle of referring it to the President of the
United States and leaving the final decision to him as to what happens
to any industry?

Mr. LYNN. We are for the act. We are for H. R. 1 with the amend-
ment we have suggested.

Senator MALONE. What does H. R. 1 do with the amendment you
suggested? If you insist on keeping this up I am going to stay with
you until midnight. Does it give the President of the United States
the authority to put any duty he wants to put on?

Mr. LYNN. After he goes through the process that we have out-
lined.

Senator MALONE. But he is the final arbiter?
Mr. LYNN. Yes.
Senator MALONE. You have said that 50 times, but you keep mod-

ifying it. We can save a little time if you will just refrain from that,
but you can do it, if you want to.

Mr. LYNN. Senator, I have a great deal of respect for you as a Sen-
ator, and I am trying to give the best information I can here and I do
not want to appear to be saying "Yes" to some of the statements that
you are making.

Senator MALONE. Did you say "Yes" that one man can do the job
after he has listened-after he has gone through what is set up in the
bill-is the one man the final arbiter?

Mr. LYNN. That is right.
Senator MALONE. All I want you to say is that, and that keeps the

record straight.
Mr. LYNN. 0. K.
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Senator MALONE. There is one other thing that I think I ought to
remind you of. We all want investments in this country.

'What incentive for an investment in this country do you think
there is when there is no principle laid down for protection-invest-
ments in an industry where protection is necessary due to the difference
in wages and cost of production-when there is no principle laid down
upon which an agent of Congress must determine that differential,
but someone is given the authority to arbitrarily change it, as it has
been for 21 years-what incentive do you think there is for an invest-
ment in one of those industries that are delicately balanced?

Mr. LYNN. There must have been some incentive, Senator, because
they have certainly invested at the greatest rate of any time in our
history in recent years.

Senator MALONE. That is correct.
Mr. LYNN. In the last 20 or 22 years.
Senator MALONE. In that investment you include the short amor-

tization period of about $40 billion-it may be 50 now-guaranteed
unit prices, investments in industries that are producing war materials
that the taxpayers pay for-they do not have to sell it any place except
to get the checks from the taxpayers. All that is included?

Mr. LYNN. There are a lot of things included in this, but I think
we have got a pretty sound economy. I'm for it.

Senator MALONE. I am glad you think so, because if you stop build-
ing this obsolete war equipment at the present time, putting out the
money of the taxpayers to foreign nations to buy your products, and
something happened, that we secured the peace that we pray for, I do
not think you would last very long-I think you are riding for the
greatest fall you have ever had in the world.

Mr. LYNN. I certainly hope not, we will do our part to avoid it.
Senator MALONE. I hope not, but I hope we get our own feet on the

ground and are not treading water all of the time and having one
industry pitted against another.

I would like to see people come in here and talk about the good of
all of the industries, not trading one for another.

Mr. LYNN. Import licensing and quotas.
Heading the list of restrictions to international trade is import

licensing and quotas. Three-fourths of agricultural exports go to the
so-called soft-currency nations who use import licensing and inipose
import quotas. There are a variety of reasons for the use of these
practices. They are imposed (a) to.protect domestic producers, (b)
to conserve certain foreign currencies, particularly dollars, (c) to
promote markets for home products, (d) to balance trade with im-
portant marketing areas, and (e) to attain predetermined desirable
levels of foreign exchange reserves. American dollars are one of the
hardest and therefore one of the scarcest currencies in international
exchange. The dollar shortage, including a need to establish adequate
dollar reserves, is the principal basis given by countries for imposing
import quotas.

Senator MALONE. I understand you would not be for them invo~ng
any quotas to protect the home market in your philosophy-you would
not think of that?
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Mr. LYNN. We think that these are some of the considerations that
they are taking into account now that we believe should be negotiated
out under this reciprocal-trade agreement.

Senator MALONE. Then you think that our quotas on agriculture
should be negotiated out at the same time?

Mr. LYN-N. After you go through the process that is set up as pro-
vided for in this act with regard to the Tariff Commission and the
peril point and all of the other procedures.

Senator MALONE. Let us get at this again. I just want to keep the
record straight. One mal makes the decision after the evidence is
heard?

Mr. LYNN. That is right.
Senator MALONE. Without any regard or review by anybody, is that

right?
Mr. LYNN. Not without regard by anybody; he does have the final

decision.
Senator MALONE. If that is true, how does it improve on a principle

laid down by Congress on a certain principle of fair and reasonable
competition, so that an investor would know that the only way he would
be put out of business would be if he could not produce within a rea-
sonable price, or he could not compete with domestic producers?

Mr. LYNN. I (to not know of any rule of thumb as to how he would
know, but undoubtedly our businessmen do know, because they are in-
vesting at unprecedented levels.

Senator MALONE. There have been in in\ office, several people in the
last few days who are going over to GSA getting loans-they are
guaranteed unit prices-that is what they are doing. Do you call that
sound business?

Mr. LYNN. Well, I do not know the details about this.
Senator MALONE. Of course it is not.
Mr. LYNN. It depends a lot on the situation.
Senator MALONE. You would not need it'?
Mr. LYNN. And the risk involved.
Senator MALONE. If you had this basis of protection on the prin-

ciple. But now since you have no protection, businessmen know that
they have to have the Government for a partner, or they are certain to
lose their money.

Mr. LYNN (continuing to read). Therefore, the imposition of im-
port quotas by foreign countries has been the principal limitation on
tie exports of United States products.

Senator MALONE. You understand what a dollar shortage is?
Mr. LYNN. Vts, siir,. I personally know about a dollarr shortage.
Senator l[ALONE. )ou personally know about one phase of it. Now

do you understand the dollar shortage cones by placing on their
money a price in dollars above the market price in most instances?

Mr. LYNN. No, sir, I do not understand it like that.
Senator MAL)NE. How do you understand it?
Mr. LY-NN. We have most of the dollars and the gold here in tile

United States. Soie of the friendly nations and some not-so-friendly
nations are improving tieir dollar position and their gold position at
the present time.

Senator MALONE,. Now that they can buy this gold and have been
buying it with Marshall plan dollars.

Mr. LYNN. I did not know that.
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Senator MALONE. You cannot do that?
Mr. LYNN. No.
Senator MALONE. They can and have done it. And we do not have

the gold down here that I have some faint recollection we had at one
time. We do not have it now.

Mr. LYNN. If they are going to buy our products, we must trade
with them.

Senator MALONE. What you are talking about is forcing trade
beyond the earning power. No nation ever had a dollar shortage if it
stayed within its own earning power annually, or they let their money
stay at the market price, because anybody, including the senior Sena-
tor from Nevada would as soon have foreign currency in his pocket
representing a dollar that he could get from the bank in the morning,
but you cannot get it.

Mr. LYNN. That is right.
Senator MALONE. Therefore, they have a very superficial dollar

shortage, in addition to the kind you and I have when we just spend
more than we currently earn. And we are encouraging them to do
that by the very thing you are advocating.

Mr. LYNN. They have got to increase their productive capacity in
these countries and to improve their standards of living if they are
going to be able to do so.

Senator MALONE. You favor this policy that we have followed in
giving them the money outright to build factories that can produce
more than they can consume themselves?

Mr. LYNN. No, sir.
Senator MALONE. And then force us to buy it through blackmail,

because if they do not sell it to us they will to our potential enemies.
Mr. LYNN. We have never and we do not now advocate such a policy.
2. Import duties and taxes:
Import duties are the traditional restrictions to trade. They are

imposed for the purpose of protecting certain domestic producers
from competition from abroad. Many duties in effect today are of
such an amount as to increase the price in consuming countries to a
point that either restricts or destroys the market. For example, one
country has an import tax on dried skim milk which has the effect of
doubling the price to the consumers. It makes dried skim milk so
high that we have little opportunity to expand a market in that
country, even though the need is great.

Senator MALONE. That would not be our country?
Mr. LYNN. No, sir; this is all directed to other countries.
Senator MALONE. What country is that?
Mr. LYNN. India is the one we have in mind.
Senator MALONE. Do you understand that India. being a sovereign

country, could, if they thought that was the best for their country?
What objection would you have to that?

Mr. LYNN. We are giving India concession under the trade-agree-
ments program.

Senator MALONE. Why?
Mr. LYNN. That is the reason we ask for these amendments to the

act.
Senator MALONE. Why do you do it, anyway? In other words, we

have lowered the duty of products that we get from India. And
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regardless of what they do on the other products, we put the fellow out
of business here or restrict his business in that product. Is that true
or not?

Mr. LYNN. I do not think that is true, sir.
Senator MALONE. It may not be entirely true, but does it restrict

him?
Mr. LYNN. It may in some cases, but what we are saying here
Senator MALONE. What cases would you suggest that it would not

be true in?
Mr. LYNN. I have already outlined to you the potash situation that

we referred to.
Senator MALONE. You said that we are going to be out in a certain

time, and I read you a very informative letter of a man who said in
1944 that we were going to be out of petroleum-going to be out of all
of these things-and it developed later that he was not for the best
interests of the United States, but he had many powers in this
country.

And our President was certainly loyal to this country, but he did
not understand that this man had an ulterior motive. You fall into
that trap by quoting these estimates of people that you do not know
just where they stand.

The people who are really good people are much more dangerous in
this country when they mouth these phrases than is the man that in-
vents them.

If a British banker had said that reciprocal trade was it, had come
over here and advocated it, he would not have gotten very far, but
when he could get the State Department to mouth it, and all of our
disciples, he got quite a ways.

Mr. LYNN. 3. Customs procedures:
Customs procedures are needed to account for imports and to evalu-

ate them as a basis for imposing duties. Customs procedures designed
to facilitate this work are essential. Unfortunately, these procedures
are often rigged so as to provide additional hindrances to imports.

Senator MALONE. Do you understand one of the things they tried
to get through in the simplification of customs was to change the valu-
ation for tariff purposes of the American value to the foreign value?

Mr. LYNN. Yes, sir.
Senator MALONE. You do not understand that that ought to be

done; do you?
Mr. LYNN. No, sir; we did not support that particular provision on

that bill.
Senator MALONE. You could pick up so many fishhooks in that bill

when it came over here, it would make you sick. It was rigged to
promote imports in opposition to producers in this country. And
several of the fishhooks are still in it, for your information.

Mr. LYNN. Yes; we recognize that.
4. Health and sanitary restrictions:
It is only logical that a nation control imports to make sure that

they do not bring in injurious products or introduce plant or animal
diseases. However, these provisions are also used by protectionists
groups to add unnecessary impediments to imports over and above the
duties and taxes.

5. Foreign-exchange manipulations:

254



TRADE AGREEMENTS EXTENSION

Many countries resort to the manipulation of the rates of exchange
between their own currency and others in order to profit on imports,
to increase the competitive advantage of their exports or as a device
for protecting domestic producers, depending upon the administra-
tive policies of the government.

6. Government and quasi-government export and import monop-
olies:

In many countries, governments operate import and export mo-
nopolies. In the case of export monopolies they determine export
prices, the rates of exchange on various currencies, and other practices
which promote their national interests. We are particularly conscious
of this in American agriculture. Practically all major competing ex-
porting countries of all major farm product_, entering foreigil markets
operate such export monopolies.

The United States is hard pressed to find ways of marketing farm
products in foreign markets in competition with these monopoly prac-
tices of other nations. The problem is further complicated by the
fact that so long as certain United States farm products are priced
above market levels, the CCC becomes the sole buyer for these products
for export. In these cases the United States indulges in monopolistic
practices similar to those of other countries. On tie other hand, many
American products are priced competitively in world markets. Yet
the exporters of these products are placed at a disadvantage by the
operations of competing monopoly exporters and further by monopoly
importers.

Senator MALONE. I think you can say most of them have a prohibi-
tive tariff or duty on most products that they themselves produce.

Mr. LY- - . There is too much of that all over the world.
Senator MALONE. There is too much of it, but they are for their own

country. Maybe they have a point. In other words, all of your testi-
mony goes to show that what we are trying to do i to get their market.
And maybe being for their own country, they want their own people
to work.

So we solve that question by picking up the check with our tax-
payers' money here between the world price and the guaranteed unit
price here.

I think that Congress has shown it is willing to do that. But when
you advocate something here to in some nmeasuire relieve your own
product which would destroy sonie other industry, then that is where
I think you are wrong in policy.

Mr. LYNN. 7. Private capital discouraged:
The flow of private capital is an essential prerequisite to expanding

international trade and to improve the United States balance of pay-
ments. Many countries impose restrictions and handicaps on foreign
investment which discourages its flow.

The seven points above constitute the major restrictions to expand-
ing international trade among nations. These restrictions which limit
the exports of United States industrial and farm products. They
result in contraction of the most efficient industries, they result in en-
forced contraction of the most efficient agricultural production.

Therefore, one part of the foreign-trade program supported by the
American Farm Bureau Federation is to authorize the President of
the United States to negotiate with foreign governments to reduce or
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eliminate these restrictions imposed against United States products.
Along with this authority the President must be given some trading
stock in the form of United States trade concessions.

Senator MALONE. You would be willing to leave it to the judgment
of the President whether section 22 would be invoked or not?

Mr. LYNN. He has that authority and we are for section 22.
Senator MALONE. Would you be willing to take it out entirely if in

his judgment he got enough concessions from the others, that is elimi-
nate it from the bill and leave it to his judgment to do this thing?

Mr. LYNN. No; Farm Bureau is for the continuation of section 22.
Senator MALONE. You are willing to leave it to the judgment on

every other industry. Why not leave it to the judgment on your own
industry?

Mr. LYNN. It is still left to the judgment of the President under
section 22.

Senator MALONE. If you take it out and I am merely asking you
a question

Mr. LYNN. We would come under it.
Senator MALONE. Take the paragraph out and be on an equal basis

with all other industries in the United States.
Mr. LYNN. I think if we can ever get our surplus agricultural com-

modities down to a manageable level, certainly, we would want to
take a new look at section 22.

Senator MALONE. So you would meet the consumption of this Na-
tion and not have to sell any surplus below it, that is, at the world
level, and below what the guaranteed price is, is that what you are
talking about?

Mr. LYNN. As I stated before we are not for the price-support pro-
gram that has been in effect in this country since 1948. We are for
the Agricultural Act of 1949, as amended, by the Agricultural Act
of 1954, which puts price supports, Government price supports, on a
flexible basis.

Senator MALONE. Flexibility is still above the world market price,
and if you sold any abroad the taxpayers have to pick up the check,
will they not?

Mr. LYNN. No, sir; we would hope that would not be true. I do
not think it is.

Senator MALONE. But you would still have to import or export, and
if you had a surplus it would cost you more than you could get on the
world market price-you would have to sell it that way.

Mr. LYNN. We would have to do that or use the provisions of
Public Law 480. Take cotton for example. With the 90-percent
price support cotton competitively priced throughout the world. We
can meet competition wherever it is at our price of cotton.

Senator MALONE. Why do you need the support price, if you can
meet the competition ?

Mr. LYNN. Cotton is a very storable commodity. It is a very basic
commodity to our whole economy. The cotton production has not
been mechanized to the extent of some of the other agricultural com-
modities like wheat, for example. You still have to pick and chop
cotton. There is a lot of handwork.

Senator MALONE. You do have cottonpickers, that is, mechanical
ones, do you not?

Mr. LYNN. Yes; they pick only a small part of the crop.
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Senator MALONE. I have seen them around. Go ahead and finish
your statement.

Mr. LYNN. We believe that enactment of II. R. 1 would give the
President the authority to negotiate agreements which will result in
expanding mutually profitable trade and in increasing exports of in-
dustrial and farm products and still give reasonable protection to
domestic industrial and agricultural producers from disruptive rates
of increased imports.

Senator MALONE. What do you base that on?
Mr. LYNN. We base it on the record that we have had up to now.

With the enactment of H. R. 1, which is the most restrictive Trade
Agreements Act that we have had since 1934, with the recommended
changes, the five recommended changes that we have suggested to
H. R. 1, we believe that that statement is true.

Senator MALONE. Of course, the record says that many industries
are out of business almost entirely, and many others are restricted and
others are scared almost to death. That is the record to date. I hope
that we start taking some testimony pretty soon in a court suit-I
think they will take depositions-and if it was not apparent in the
testimony before the Ways and Means Committee, it certainly will be
there, and I think it will be here before we are through.

One final question still remains after your last paragraph.
Mentioning the restrictions again there is no restriction in this act

in any way that restricts the ultimate final decision in the hands of one
man, is there?

Mr. LYNN. That is right.
Senator MALONE. That is all.
Senator GEORGE (presiding). The next witness is Mr. John A.

Baker.
Senator MALONE. Mr. Chairman, we have been here-I have been

here personally since 10:30-these witnesses' testimony is very im-
portant. I wonder if we could recess until tomorrow at 10 or 9: 30 or
whatever time the committee would like to adjourn to?

Senator GEORGE. The chairman said that he did not want to have a
meeting tomorrow, Senator Malone.

Senator MALONE. Monday is coming.
Senator GEORGE. He has a full schedule for Monday, too. Mr. Baker

has a short statement, apparently.
Senator MALONE. They are all relatively short, but they are terrific

statements.
Senator GEORGE. Let us see how we can get along with this one,

Senator.
Mr. Baker, you may proceed.

STATEMENT OF JOHN A. BAKER, OF NATIONAL FARMERS UNION,
ASSISTANT TO THE PRESIDENT FOR LEGISLATIVE SERVICE AND
RESEARCH

Mr. BAKER. Mr. Chairman and members of the committee, for the
record, I am John A. Baker, of National Farmers Union, assistant to

the president for legislative service and research.
We appreciate the courtesy of the committee to permit us at this

time to present these views supplemental to those we presented to the
House Committee on Ways and Means.
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The deep interest of farmers in foreign policy is grounded upon a
heartfelt longing for permanent peace with justice. Farmers' spe-
cific additional interest in foreign trade policies derives from their
conviction that national strength, welfare, and prosperity depend upon
a solvent agriculture.

From an economic viewpoint, farmers currently face considerations
of foreign trade policy from an agonizing experience of falling farm
prices and farm incomes in an official environment of sliding-scale
laws and sliding-scale philosophy. Farmers want the United States
to follow intelligent, enlightened, and humanitarian foreign economic
policies. But they do not want to see the total costs of such policies
loaded upon the already sore backs of farmers, coal miners, or any
other small group of the entire population.

The Eisenhower sliding-scale price-support law promises to reduce
the monthly take-home pay of the average farm family from about
$200 per month in 1952 to little more than $100 per month. Already
in 1954, farm family take-home pay has been pushed halfway down
the sliding scale to $150 per month as a result of the progressive re-
duction of price supports for farm commodities.

In this situation, we are convinced that considerations of national
interest strongly suggest that the added economic burdens of increased
imports should not be placed on the shoulders of dairy farmers, who
are already at the bottom of their sliding scale, nor upon wheat farmers
whose price protection has already been dropped to 821/2 percent of
parity in 1955 and to 75 percent in 1956. Nor upon rye, oats, and
barley producers whose domestic price protection has been dropped
to 70 percent of parity.

The 1954-55 National Farmers Union program adopted by dele-
oates to national convention in Denver in March 1954 states our posi-
tion clearly in these terms:

Respecting imports of farm commodities that compete with domestic farm
production, we favor adoption of policies that will give United States consumers
an adequate supply at a fair price, preferably in connection with negotiated
international commodity agreements, with provision for protecting 100 percent
parity returns to family farmers. If this can be done in no better way, we shall
support an automatic flexible tariff that will eliminate imports at prices less
than 100 percent of parity.

This is already done under existing laws in the case of wool and
sugar. The same principle should be expanded to other farm cor-
mnodities.

We are convinced that similar just and intelligent consideration
should be given under the reciprocal trade agreements program to
other businesses and laboring people as outlined above for farmers.

Therefore, Mr. Chairman, we urge the enactment of the renewal
and extension of Reciprocal Trade Agreements Act with the following
amendment:

The extension bill as adopted by the House of Representatives should
be amended by adding at the end therefore a new title as follows:

Domestic trade readjustments provisions:
Notwithstanding any other provision of law, the President of the United States

Is authorized and directed, whenever at any time a reduction in import duties
negotiated under this act will result in decreased income and employment in a
domestic industry or result in reducing prices received by farmers at any time
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when they are less than 100 percent of parity, to direct the Secretary of Agri-
culture to initiate and put into operation a domestic farm price support program
for the affected commodity through compensatory payments at a level of 100
percent of parity and direct the Secretaries of Labor and Commerce to establish
a domestic industrial trade readjustment program that will provide employment
readjustment compensation, vocational retraining and migration aids to laborers
unemployed thereby and that will make available technical assistance, capital
retirement grants, and readjustment loans to industrial and business concerns
whose operations are rendered unprofitable by reason of a tarilf reduction negoti-
ated under this act.

We are convinced that the United States is a big, strong, civilized
nation, so strong, so civilized, and so conscious of its strength and
responsibility that it must and will adopt a program that will allow
other nations to sell us more of their goods on a mutually advanta-
geous basis and (10 it in such a way that it will not result in inCom-
pensate(l damage to groups of our own people.

Neither of the proposals included in the recommended amendment
are new. Nor is the Farmers Union the only organization that sup-
ports their adoption. The Trade Agreements Extension Act was
adopted by the House without these added features. We feel these
provisions should be added to the bill in your committee and be
adopted by the Senate, so amended.

Thank you for your courtesy and your consideration of our reomn-
mendations on this important matter.

I shall be most happy to attempt to answer any questions that mem-
bers of the committee may have.

Senator GEORGE. Are there any questions
Senator MALONE. You are Mr. Baker?
Mr. BAKER. Yes, sir.
Senator MALONE. Assistant to the president of the National Farm-

ers Union?
Mr. BAKER. Yes, sir.
Senator MALONE. Where is your headquarters?
Mr. BAKER. Denver, Colo.
Senator MALONE. As I understand your testimony, you are not for

any principle adopted here that would allow anyone in any way to
injure another industry in this country?

Mr. BAKER. That is correct. That would not be compensated for
by a program that goes right along with it. We do not believe in the
principle, Senator Malone, that a coal miner or the owners of coal
mines, a lead miner or the owners of a lead mine, or the wheat farmers,
or the barley or oats farmers should carry on their own shoulders the
entire cost of a foreign policy.

Senator MALONE. I think you are entirely right. And your at-
titude is very fair.

When you mention flexible tariff policy that would be 10) per,,nt
parity. Are you not getting pretty close to the tariff law of 1930
that provides a tariff that would be the difference between your chief
competitive country and your own here ?

Mr. BAKER. The main difference is based on what is a fair return
to our domestic producer.

Senator MALONE. I suppose it is.
Mr. BAKER. Parity concept has been considered a fair price in the

United States.
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Senator MALONE. What you want then is the insertion here of a
minimum price, and then the duty fixed between that price and the
chief competitive nation cost?

Mr. BAKER. That is our second preference.
Our first preference of what we think the national policy and pro-

gram should be is one that operates by means of compensatory pay-
ments.

Senator MALONE. What is that-how does that operate?
Mr. BAKER. Let us take for example the case of dairy products. In-

stead of establishing the support level of the domestic United States
for milk and butterfat at 100 percent of parity and carry that out by
means of Government purchases, keeping the market price at the 100
percent level, we would say, let the entire supply of those dairy prod-
ucts go into the market, let the market set whatever price was neces-
sary to clear the market; if that resulting market price was lower than
100 percent of parity support price, it would be made up with the pro-
duction payment directly to the producer.

Senator MALONE. Where would the money come from, just from the
general taxpayer?

Mr. BAKER. It would come from the United States Treasury, yes,
sir.

Senator MALONE. That sounds very interesting. I have never heard
it explained just that way. Let us get back to the tariff.

Mr. BAKER. That is our first choice.
Our second choice, if that type of program cannot be established and

we cannot in any other way remove the burdens from the shoulders of
individual producers or small groups of people within the total popu-
lation, then the only alternative we have is to support an automatically
fluctuating tariff that will maintain domestic prices at 100 percent of
parity.Senator MALONE. I think the only difference, probably the main dif-
ference that you would ask for in the 1930 act is that you would just
assume our costs here, whatever the current price would be, then the
difference between that parity price and the production cost in the
chief competitive nation would automatically be kept.

Mr. BAKER. The world price. It might or might not be their cost of
production. This would make unnecessary all of the administrative
and research work in foreign countries.

Senator MALONE. It would seem to me that presents a field that it
would pay to explore, because you would not be asking then for any
subsidy, trying to meet the world price when you exported any-
thing-you would just not let it be imported under that price?

Mr. BAKER. Let me reemphasize that as our second choice.
We would prefer the other method of doing it, because we think it fits

better with what we think of as being an intelligent foreign policy.
Senator MALONE. You are not talking about H. R. 1 as your first

choice, are you ?."
Mr. BAKER. Not H. R. 1 as it stands, no, sir. H. R. 1 with this

amendment that I have suggested.
Senator MALONE. Explain that amendment to me again. I think I

must have missed something in it.
Mr. BAKER (reading):
Notwithstanding any other provision of law, the President of the United States

is authorized and directed, whenever at any time a reduction in import duties
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negotiated under this act will result in decreased income and employment in a
domestic industry or result in reducing prices received by farmers at any time
when they are less than 100 percent of parity, to direct the Secretary of Agricul-
ture to initiate and put into operation a domestic farm price support program for
the affected commodity through compensatory payments at a level of 100 percent
of parity and direct the Secretaries of Labor and Commerce to establish a domes-
tic industrial trade readjustment program that will provide employment readjust-
ment compensation, vocational retraining and migration aids to laborers unem-
ployed thereby and that will make available technical assistance, capital re-
tirement grants and readjustment loans to industrial and business concerns whose
operations are rendered unprofitable by reason of a tariff reduction negotiated
under this act.

Senator MALONE. That would apply to any industry?
Mr. BAKER. Yes, sir.
Senator MALONE. To all industries?
Mr. BAKER. Yes, sir.
Senator MALONE. I think that is about the fairest suggestion that

has been made today, because you are not trying to favor one industry
over another.

Mr. BAKER. No, sir.
Senator MALONE. It would al)1y equally to all indutries.
Mr. BAKER. Yes.
Senator MALONE. Why do you support H. R. 1 ? Let us come down

to that. That is the thing that is before us.
What do you think you would likely get out of that that you would

uot get under a fair and reasonable principle of trade established in
the 1930 Tariff Act?

Mr. BAKER. Our feeling, Senator Malone, is that among the free
nations, and the free nations as a community of nations, we need to
develop as integrated and coordinated and as a high level of economic
strength as it is possible by all of the ways and means we can think
of to develop.

We do not think that we in the United States can sit here and do
it all ourselves. We have got to have all of these things working
together in ways so that each one of them can make their major con-
tribution to the combined effort.

The major reason that it might be possible through the Reciprocal
Trade Agreements approach is that in some countries, because of stra-
tegic locations, because of the particular quality of resources, or for
some other reason, they might be able to produce a certain thing with
less comparative cost than we could, whereas there are some other
things that we could possibly produce with less comparative cost, and
as a combined effort we would both get more as a total and as our
share.

Senator MALONE. You have already covered agriculture. You do
not want that principle to effect agriculture. And if you have it
,effect other products it seems that you are getting into the category
of the last witness, that you have some idea that in this trading, lower-
ing the duties arbitrarily by a system under H. R. 1, that one industry
here might be reduced, importing more of that product, and resulting
in a better deal for agriculture. 1 am sure you do not want to be put
in that position.

Mr. BAKER. No, sir, that is not our position. Our position in this
regard is that farming is in the same relationship to the foreign policy.
And farmers are interested in it for exactly the same reason that all
other citizens of the United States are.
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Senator MALONE. It might be interesting to you to know some of the
reactions that go on throughout the world. I have been in practically
all of the nations that you can go in on your own, except the Iron
Curtain countries and Russia. I have before me this morning's Wall
Street Journal entitled, "Foreign Furor." And it reads in its head-
line: "United States Farm Props Anger Allied Nations and Impede
United States Plans For Freer Trade."

That is from Geneva. I will not read it all, but I will ask that it be
put in the record because I think it will be very interesting to you.
However, one paragraph says, for example:

For example, the United States has been insisting that nations should end
quantitative restrictions on imports-specifically the widespread discriminations
against goods bought with dollars.

A good part of the testimony of the last witness was devoted to that
subject.

Time and again the Americans have been hooted down because the United
States itself has slapped import quotas on many a farm product to protect its
high-priced domestic market. And it has denounced a waiver in the revised
GATT pact to permit this to continue.

In other words, they are just as aware of their own situation as you
are aware of your situation.

Mr. BAKER. Surely. May I interrupt there to say that apparently
I did not make myself as clear as I might on what our position as an
organization is. We are of the opinion that if price supports for these
commodities are carried out by means of production payments, you
do not run into this problem which you are describing.

The problem you are describing is a very real problem and we need
to get our operations to where it can be done without those legitimate
gripes being brought up.

Senator MALONE. In other words, we are to abide by the Golden
Rule?

Mr. BAKER. Our wheat program, our corn program, and the rest
of the programs if operated with production payments would allow
the domestic market price to find whatever level it takes to clear with
an adequate safety reserve taken care of. It would allow that domes-
tic market price to fall to whatever level it takes to clear the market.
Such market price would not then be an artificial attraction.

Senator MALONE. That would be the world price?
Mr. BAKER. That is correct. It would not be an artificial attraction

to oats and rye from Canada.
Senator MALONE. The taxpayers would only then make up the

difference on the domestic consumption, or am I right on that?
Mr. BAKER. On the domestic consumption or production, rather.
Senator MALONE. The domestic production ?
Mr. BAKER. Not the consumption in the case of imports.
Senator MALONE. They would make up the difference on all of the

production, but you would let the price reach its level?
Mr. BAKER. That is correct.
Senator MALONE. And the taxpayers would put up the money to

begin with and would buy at the world price?
Mr. BAKER. As a matter of fact, Senator Malone, in the case of

exports of cotton, wheat, rice, the Commodity Credit Corporation
already has the authority to do what you are suggesting, or the point
you are making.

262



TRADE AGREEMENTS EXTENSION 263

Senator MALONE. Yes.
Mr. BAKER. The Charter Act itself gives that authority to the

Secretary of Agriculture. So far he is using it only for some very
minor commodities. So far he has refused to use it with respect to
some.

Senator MALONE. Another paragraph headed: "A Laughing
Matter."

I would not think it was any laughing matter the way it affects us
here, but this Wall Street Journal article states that:

For another instance, the United States representatives have been pressing
here for tighter rules concerning the disruptive effect of what is called state
trading-governmental buying and selling of the raw materials and products of
industry. But they have been laughed at by other delegates, who cite sales of
butter and grain from the vast surplus stocks of the United States Commodity
Credit Corporation.

In other words, we are insisting they do something that we our-
selves do not do, or that thev do not do what we do.

What do you think of that?
Mr. BAKER. Again, if we were operating our domestic price sup-

port programs by means of production payments, rather than by
means of market diversion loans and purchases, our market price
would be the market price of the international trade.

Senator MALONE. It probably would cost us just as much.
Mr. BAKER. We would not then be putting wheat and butter and

these other things into Government warehouses. We would not be
running them through Government ownership. This particular prob-
lem would no longer then be a problem.

Senator MALONE. These same people, these taxpayers of the United
States that put up the difference between the parity price and the
world price, is what you are really talking about?

Mr. BAKER. That is correct; yes, sir.
Senator MALONE. They could buy these products at the world price

to eat or to feed to livestock?
Mr. BAKER. That is correct.
Senator IALONE. 'Or whatever it is?
Mr. BAKER. Yes, sir.
Senator MALONE. It might even be that you would buy this corn

and wheat and barley to feed to livestock?
Mr. BAKER. There would certainly be more of it used; yes, sir.
Senator MALONE. I think your plan deserves some attention.
Reading further from this article from Geneva:
The GATT conference also tackled the perversion of normal trade through

export subsidies. The United States delegates were sympathetic as far as rules
against industrial subsidies were concerned, but they were forced to say that
under congressional instructions their country will keep right on subsidizing ex-
ports of the farm surpluses which have been encouraged by price props-though
it will try to minimize the disruption of world markets in the process.

The American position, an inevitable consequence of the domestic farm pro-
gram, has done more than infuriate the diplomats gathered here. It has aroused
the farmers and farm blocs of efficiently producing agricultural nations, and it
has given the United States a "bad press" on a global scale.

The president of Australia's National Farmers Union-

is that the same organization?
Mr. BAKER. The same name, yes, sir, but we are not affiliated.
Senator MALONE. No connection?
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Mr. BAKER. No organic affiliation.
Senator MALONE. You are friendly?
Mr. BAKER. We are both members of the International Federation

of Agricultural Producers.
Senator MALONE. Then you do have some exchange of problems?
Mr. BAKER. Exchange of conversations about problems; yes, sir.
Some mutual problems.
Senator MALONE. (Reading):
The president of Australia's National Farmers Union took to the local news-

papers the other day to say: "By her irresponsible disposal of agricultural sur-
pluses the United States is flagrantly breaking the spirit of GATT." In Wel-
lington, New Zealand, William Marshall, chairman of his nation's Dairy Prod-
ucts Marketing Commission, is calling United States Government attempts to
sell butter abroad at cut prices "pure and unadulterated dumping of surpluses."

European newspapers headlined the recent visit to Washington of Canadian
Cabinet members Howe, Pearson, and Harris, emphasizing that they spoke not
only for Canada but for Europeans when they asked United States Secretaries
Dulles, Benson, and Humphrey for relaxed restrictions on farm imports and
fewer subsidies on farm exports.

Apparently, they think that these exports are disorganizing foreign
markets, their own markets.

The influential Manchester Guardian pictures America as asking GATT for
"legal permission to live in a state of sin." The London Economist, internation-
ally read and usually pro-American, depicts the United States insistence on
quotas for farm imports as "sadly retrogressive." Other publications have
played up the official protests registered by Denmark, the Netherlands, Australia,
and New Zealand against United States efforts to sell surplus butter abroad
and have featured the contention of Burma and Siam that the United States
is cutting into those nations' export market for rice.

We are getting to be quite a rice exporter on the same basis, picking
up the difference between domestic support price and the world price?

Mr. BAKER. No, sir, not in the case of rice.
Senator MALONE. Not in the case of rice?
Mr. BAKER. Not to amount to anything at all, hardly.
Senator MALONE. How would they be cutting into it, then?
Mr. BAKER. I think they are there fearing what may happen next

year in the case of rice.
Senator MALONE. And the article continues:
It is possible the sentiment is running higher than the facts justify. American

officials emphasize that every subsidized sale abroad of United States commodi-
ties is managed as carefully as possible to avoid hurting the competing pro-
ducers of friendly nations.

Certainly many Congressmen would like to see the United States go farther
in the direction of spilling its surpluses overseas. Recently the House Appro-
priations Committee criticized the CCC for failure "to discharge its respon-
sibilities to sell commodities competitively in world markets." It indicated
specifically that it wanted more sales, even at heavy loss to the taxpayer, of
surplus cotton, cheese, corn, rice, naval stores, tobacco and wool.

Why did they include rice, if that is no loss to the taxpayer?
Mr. BAKER. So far as I know there is very little rice. I can check

my figures if you are interested. As of now, my impression is that
there has been very little since World War II-very little rice engaged
in. As a matter of fact, no cotton has been sold.

Senator MALONE. This year?
Mr. BAKER. Not since World War II on an export subsidy basis.

The domestic cotton program, which is a market diversion loan pro-
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grain-our United States cotton program is holding an umbrella over
the cotton price for the whole world, the way it is operated now.

Senator MALONE. We buy our surplus from other nations?
Mr. BAKER. We do not sell to the other nations until the entire world

price has come up to our domestic support price.
Senator MALONE. That has been proposed where we enlarge and

take in other nations under the umbrella ol our raw materials.
Mr. BAKER. It seems to me that in a case such as cotton, if we are

going to have a stabilized price for all of the nations in the free world
it ought to be on the basis of all international commodity agreement
where the producers in Brazil and the I)roducers in India and the
producers in Egypt share with the producers in the United States the
cost of operating that.

The way it happens right now, if you will pardon my extending
my remarks a little bit-the way it happens now with the sliding-
scale-support level and the sliding-support-price lrograni for cotton,
the only way that United States cotton producers can keel) it at 90
percent of parity is by taking acreage cuts and reducing their l)roduc-
tion.

Brazil increases. Every acre that Brazil increases their production
means an acre has to come off of an Arkansas cotton farm if we are
going to maintain our support level, or from Oklahoma or Mississippi,
as I told Senator Eastland yesterday.

Senator MALONE. In any case, whether we go into the world support
price, it costs the taxpayer more?

Mr. BAKER. No, sir, it has not cost for these basic conmmodities.
The first 20 years of their operation they made a $20 million profit.
It is only since this new mishandling took over in 1953, that they have
run the losses up to $500 million or something pretty close to that in
the last 2 years.

Senator MALONE. And the statement reads further:
To maintain such price-fixing programs it may become necessary for the

United States to apply trade restrictions of various kinds including import
quotas, to keep down foreign importations. To move high-priced surprise. into
export markets it may seem necessary to use export subsidies or dumpiing pro-
cedures that, if practiced with respect to imports into this country, would involve
the application of our antidumping and counterbailing duty laws.

You understand what they are talking about there?
Mr. BAKER. You went just a little bit fast. Some of those words

have more than three syllables and that gets a little bit fast for me.
What was that word "counter" something?

Senator MALONE. Counterbailing duty laws.
Mr. BAKER. I nay be for or against that. I am not sure. I do not

know what that means.
Senator MALONE. I think you could easily understand the words

and not understand what they are doing.
Mr. BAKER. I do not even know what that word means.
Senator MALONE. I will ask permission of the chairman to include

this article of March 4, 1955 of the Wall Street -Journal entil l,I,
"Foreign Furor-United States Farm Props Anger Allied Nat:',n s
and -Impede United States Plais for Freer Trade," as a part of the
record.
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Senator BENNETT (presiding). Just for the information of the
Chair, did the Senator read all of that, or is there some of it that he
did not read?

Senator MALONE. I read about one-third of it.
Senator BENNETT. It will be accepted for the record.
(The article dated March 4, 1955, is as follows:)

[From the Wall Street Journal, Friday, March 4, 1955]

FOREIGN FUROR--UNITED STATES FARM PROPS ANGER ALLIED NATIONS AND IMPEDE
UNITED STATES PLANS FOR FREER TRADE

(By Henry Gemmill and Mitchell Gordon)

GENEVA.-It is becoming increasingly clear that a domestic policy of the United
States Government-its propping of farm prices-is losing America friend&.
abroad and in large degree defeating its foreign economic policy.

The situation has been painfully evident here in Geneva, where weary delegates
are rounding out 4 months of talks on a revision of the 34-nation General Agree-
ment on Tariffs and Trade. The United States representatives came to these
sessions eager for a stronger agreement attuned to today's realities. Assistant
Secretary of State Samuel Waugh defined the ideal: "A code of principles and
rules which will guide the conduct of trade among all the countries of the free
world and assure that such trade is carried on with the maximum possible
freedom."

Today the American delegates concede that under the revised GATT pact the
barriers to trade will continue, on balance, about as now. And one major reason
for the American lack of success at Geneva is that every time our delegates have
pressed for a specific objective the delegates from other lands have thrown in
their faces the protectionist practices which have grown out of the United States
farm program.

For example, the United States has been insisting that nations should end
quantitative restrictions on imports-specifically the widespread discriminations
against goods bought with dollars. Time and again the Americans have been
hooted down because the United States itself has slapped import quotas on many
a farm product to protect its high-priced domestic market. And it has demanded
a waiver in the revised GATT pact to permit this to continue.

A LAUGHING MATTER

For another instance, the United States representatives have been pressing
here for tighter rules concerning the disruptive effect of what is called state
trading-governmental buying and selling of the raw materials and products of
industry. But they have been laughed at by other delegates, who cite sales of
butter and grain trom the vast surplus stocks of the United States Commodity
Credit Corporation.

The GATT conference also tackled the perversion of normal trade through
export subsidies. The United States delegates were sympathetic as far as rules
against industrial subsidies were concerned, but they were forced to say that
under congrf.ssional instructions their country will keep right on subsidizing
exports of the farm surpluses which have been encouraged by price props-though
it will try to minimize the disruption of world markets in the process.

The American position, an inevitable consequence of the domestic farm pro-
grain, has done more than infuriate the diplomats gathered here. It has aroused
the farmers and tarm blocs of efficiently producing agricultural nations, and it
has given the United States a "bad press" on a global scale.

The president of Australia's National Farmers Union took to the local news-
papers the other (lay to say: "By her irresponsible disposal of agricultural
surpluses the United States is flagrantly breaking the spirit of GATT." In Well-
ington, New Zealand, William Marshall, chairman of his nation's Dairy Products
Marketing Commission, is calling Urited States Government attempts to sell
butter abroad at cut prices "pure and unadulterated dumping of surpluses."

European newspapers headlined the recent visit to Washington of Canadian
cabinet members Howe, Pearson, and Harris, emphasizing that they spoke not
only for Canada but for Europeans when they asked United States Secretaries
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Dulles, Benson, and Humphrey for relaxed restrictions on farm imports and
fewer subsidies on farm exports.

The influential Manchester Guardian pictures America as asking GATT for
"legal permission to live in a state of sin." The London Economist, internation-
ally read and usually pro-American, depicts the United States insistence on
quotas for farm imports as "sadly retrogressive." Other publications have
played up the official protests registered by Denmark, the Netherlands, Australia,
and New Zealand against United States efforts to sell surplus butter abroad and
have featured the contention of Burma and Siam that the United States is cutting
into those nations' export market for rice.

It is possible the sentiment is running higher than the facts justify. Aumeri-
can officials emphasize that every subsidized sale abroad of United States com-
modities is managed as carefully as possible to avoid hurting the competing pro-
ducers of friendly nations.

MORE. MORE

Certainly many Congressmen would like to see the United States go farther
in the direction of spilling its surpluses overseas. Recently the House Appropria-
tions Committee criticized the CCC for failure "to discharge its responsibilities
to sell commodities competitively in world markets." It indicated specifically
that it wanted more sales, even at heavy loss to the taxpayer, of surplus cotton,
cheese, corn, rice, naval stores, tobacco, and wool.

More than a year ago President Eisenhower's Commission on Foreign Economic
Policy, headed by Inland Steel Chief Clarence Randall, explained the adverse
international effect of the domestic farm program, though the explanation has
been little heeded. The group said this in its final report:

"To put the matter boldly, it is necessary to emphasize that inflexible price-
support programs which hold domestic prices above world prices become price-
fixing programs and result in accumulations of surpluses that would otherwise
have moved into consumption here or abroad.

"To maintain such price-fixing programs it may become necessary for the
United States to apply trade restrictions of various kinds, including imprt
quotas, to keep down foreign importations. To move high-priced surpluses into
export markets it may seem necessary to use export subsidies or dumping proce-
dures that, if practiced with respect to imports into this country, would involve
the application of our antidumping and countervailing-duty laws.

INHERENT INCOMPATIBILITY

"Price-fixing, particularly with reference to commodities moving in interna-
tional trade, is inherently incompatible with a pattern of private trade, free enter-
prise, and .nondiscriminatory commerce among nations."

There are people elsewhere in the world, of course, who themselves have rea-
sons for wishing to violate the patterns of private trade, free enterprise, and
nondiscriminatory commerce. Some have farm blocs of their own. Some have
infant industries with a case for protection. Some contend their entire national
economy is underdeveloped and requires pampering.

Such nations are only too happy to discover the United States asking for waiv-
ers of the rules of international trade. As things stand now, the United States
cannot effectively oppose them.

Mr. BAKER. On November 30, in the case of rice pledged for loans

and owned by the Commodity Credit Corporation, the total added u1)
to only 21/ i months of supply.

Senator MALONE. You nean that they exported that

Mr. BAKER. So far as I can tell they have not actually subsidized

any exports at all since the end of World War II. There is a small

surplus of rice stocks growing in Southeast Asia. These folks aire un-

derstandably getting a little bit disturbed as to what is going to be.

We feel there should be an international rice agreement.

Senator MALONE. Without your amendments to the bill, all this bill

does is to extend for 3 years what we have had for 21 years: that is, it

transfers the constitutional responsibility) of congress s to the Executive

and allows him to change, lower, or raise any duty that lie cares to

uss-8455--t. 1- 18



268 TRADE AGREEMENTS EXTENSION

within the limits specified upon what amounts ultimately to his own
decision.

Mr. BAKER. That is our understanding, yes, sir.
Senator MALONE. What advantage do you think that would have

over the 1930 Tariff Act that lays down a principle under which the
Tariff Commission must operate of fair and reasonable competition-
that is, the difference in the cost between this Nation and the produc-
tion of an article or a similar article in the lowest cost competitive
nation-laying down a principle so that no industry could be hurt.

I understood you to say that you did not want any industry hurt.
Mr. BAKER. That is correct.
Senator MALONE. What objection would you have in that principle

becoming operative, which it would if we do not extend this act, with
your suggestions taken care of in some other manner?

Mr. BAKER. The same objection as we see it as to just straight
tariff cutting without the reciprocal negotiation operations.

Senator MALONE. You do not have any tariff cutting. What most of
us object to is allowing one man to determine on an international
political basis, or for any other reason that lie may bring into the pic-
ture, to cut a tariff below what you described as the parity and what
I described as the difference between the cost of production here and
in the chief competitive nations. It is only on the principle that you
cannot hurt an industry so that it cannot compete on the local level.

Mr. BAKER. From the standpoint of the preventing of injury to
the domestic producers the principle might be all right, but in terms
of international politics and economics, you are engaged in unilateral
action and you are just hoping that somebody else is going to cooperate.
If you do this thing on a negotiated basis through the Trade Agree-
ments Act, through international raw material reserve and interna-
tional commodity agreements, we can see to it that we have both our
protection and that they do things that will help expand it.

I do not like to use this word "trade." We use the words "expanded
international exchange of commodities," because the word "trade" gets
all tied up with this business of unilateral actions.

Senator MALONE. Has that been the record of the trade agreements
that have already been made that they did not do any harm to any-
one?

Mr. BAKER. That I am not qualified to say, because I have not made
a detailed study of it. My general impression is that it has not greatly
injured the Nation as a whole. And as a matter of fact, it has, by
liberalizing, had a desirable effect in many, many respects.

Senator MALONE. You say it has not injured the Nation as a whole.
At least, we are still treading water in carrying this economy through
the manufacture of national-defense equipment and sending it across
the water and sending billions across the water to buy our products.

Most of these things that we are storing in Europe are obsolete when
they hit the ground there around Detroit. Nobody is ever going to
use it in national defense in a third world war, but we would have

unemployment if we quit it. So, apparently, there is no evidence
that it can be produced without hmting the economy, because we have
reached an all-time high of national debt.

It takes twice as much now to pay the interest annually as it used
to take to run the Government in 1934.
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What you mean is that we have held the prices up so that the farmer
has not been hurt; is that not it?

Mr. BAKER. No, sir. That is not all I mean. The farmers have
been grievously hurt, in the last 2 years. I mean hurt bad.

When a man's take-home pay gets cut by a fourth, he is hurt.
Senator MALONE. What about when he loses his job entirely?
Mr. BAKER. When he loses his job he is very badly hurt, unless he

can get another one, pretty soon.
Senator MALONE. I understand that, too. I think you are right

that the reduction has occurred.
How about when, through imports, his job is completely obliterated.

Is he hurt?
Mr. BAKER. We have recommended iii this amendment that we sug-

gest that you adopt the vocational retraining for other employment,
so that he will be qualified for other employment, and that you have
unemployment compensation, or whatever other word you want to
apply to it, to bridge him over that gap.

And a migration assistance, so that he does not have to pay the cost
of moving maybe from one place to another place to get a new job,
just because from a national interest standpoint we did something
that threw him out of a job back home where he was.

Senator MALONE. There has been quite a lot of that. Where Fed-
eral housing programs have been and the boys are paying for a house.
They had to leave the area, or, at least they have no income and are
still living in the house.

So you agree with the State Department that the Congress should
appropriate the taxpayers' money to compensate for the loss of the
job and to move these people to where they might get a job?

Mr. BAKER. I did not know that the State Department had made
such an enlightened recommendation, but if they have, we would
agree with it.

Senator MALONE. They did.
Mr. BAKER. When did this occur?
Senator MALONE. They have made it periodically. I think they

have made it 3 or 4 times.
Mr. BAKER. You mean they are supporting the Humphrey-Kennedy

and Donohue bill?
Senator MALONE. I do not know about that. I have not read the

bill myself. I cannot even say that it-is fully supported by the State
Department, but by their witnesses, the people that make statements
at random.

Mr. BAKER. I am glad to hear that they are taking an enlightened
view.

Senator MALONE. But you do believe that you should change the
principle here from the Tariff Commission fixing the tariff oil prin-
ciple as an agent of Congress, so that you know it is feasible and will
be rearranged as the relation of the economy between the two nations
is changed. And correctly, as near as possible, represent that differ-
ential in cost, at all times.

You think we should change that and transfer it to the Executive,
so that ultimately the Executive can make the final decision on his
own account as to whether this injury may be done to a certain indus-
try on the basis of what he believes it to be?
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Mr. BAKER. I would say tentatively the final decision, and ulti-
mately the final decision rests right up here on Capitol Hill with the
Senate and the House.

Senator MALONE. It does not rest on Capitol Hill with this act. It
rests right down there in the White House. And I think in the State
Department. One witness has insisted all day that it is the President.
I believe technically that is right. So without changing this law or
taking it up commodity by commodity on the floor after a bill is intro-
duced there, it is not in Congress, at all. It is simply a case where
Congress has no check at all on what the President does.

Mr. BAKER. I largely agree with you, with this exception, and I be-
lieve you would agree that Congress does have, even on the negotiated
agreements, what you might term an ex post facto veto over any item
in it.

Senator MALONE. Would you describe that?
Mr. BAKER. I am kind of glad of the fact that I know three words

of Latin and I used them. What I was trying to say what that when
the President has negotiated one and it has gone into effect, Congress
still has all of the authority in the world to review that.

And if there is 1 or 2 parts that Congress does not like, they can
pass a new law.

Senator MALONE. Under the act it does not have that authority. If
you can find it, find it for me.

Mr. BAKER. I understand that no Congress can bind the acts of a
future Congress.

Senator MALONE. That is true. We could nullify this act. We can
iake up any commodity we want and a special bill may be introduced-
it can be heard here.

Mr. BAKER. That is my impression.
Senator MALONE. Under this act there is no review of the President's

decisions.
Mr. BAKER. No automatic review, but there is a review if as a

citizen, an individual farmer, he does not like the way a particular
agreement was set up, he can certainly petition under the Constitution
-- petition his Government for redress of his grievance on that mat-
ter. And Congress has the authority to undo it or to redo it or to re-
make it.

Senator MALONE. What you are talking about now is that we do
not have to pass this act at all.

Mr. BAKER. That is true, too; yes, sir.
Senator MALONE. If we did pass it we could defeat it.
Mr. BAKER. Or you can repeal it or nullify any part of an agree-

ment made under it.
Senator MALONE. But what it takes, and this is what I would like

to have a meeting of the minds on, is a major operation-there must be
a bill introduced or referred to the committee on a specific point which
is not covered in this law at all.

Mr. BAKER. That I agree with you on.
Senator MALONE. That is all I asked you.
Mr. BAKER. Yes, sir.
Senator MALONE. Thank you.
Mr. BAKER. It would be a major undertaking, just as it is a major

undertaking for the President under the act to reduce or to make one
of these agreements.
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Senator MALONE. It has not proved to be a major undertaking.
They are sitting there at GATT in Geneva on this GATT organiza-
tion and they do it very fast.

Do you understand that the International Trade Organization was
presented at one time to Congress, and then the International Ma-
terials Conference was created by the State Department and financed
surreptitiously after Congress refused to take the International Trade
Organization, and that the United Nations, through their Assembly
has now passed a resolution setting up another International Trade
Organization and they are all based on this law, that is, without this
law that you are talking about they would fall on their face'?

Mr. BAKER. You mean on Reciprocal Trade Agreements Act?
Senator MALONE. Yes.

Mr. BAKER. I did not know it was based on that; no, sir. I thought
they were entirely separate things. Also, let me say frankly that we
are taking what might almost be called a (log in the manger attitude
on this GATT operation that is going on right now. We do not want
to say what we think of it until we see what it is.

Senator MALONE. We have seen enough of it.
Mr. BAKER. They are still negotiating over there, are they not?
Senator MALONE. They negotiate night and day. In other words,

you do not even know what they do.
Mr. BAKER. We do not know. We want to see what it is before we

make a statement.
Senator MALONE. You may know more about it. You can get Senate

Report 1627. It goes into it, in detailed evidence. It is simply a
digest of 10 volumes. It covers it.

I do not like to claim to understand just what goes on myself, because
it is a secret negotiation.

If we go back to the Tariff Act of 1930, nothing they (1o will injure
us. Let us put it that way. Nothing they do can injire us, because
what this thing provides, all of these trick organizations, are sucker
games. Without the sucker there is no game.

They all gather in a big organization some place, whether it is in the
Assembly of the United Nations or at Geneva or in the State Depart-
ment, and if we do not enter the game, there is no game, because we
have the only markets to put in the pot.

Nobody but the United States is going to put anything in the pot.
So any game we stay out of dissolves of its own weight.

So I say to you if we do not extend this act, and the principle that
Congress has initiated in the 1930 act prevails, none of these organ-
izations can divide our markets. But they can under this act.

Mr. BAKER. Some months ago as a part of this process of farm prices
going down with farm income, increased imports from Canada, oats,
rye, barley, and feed wheat started coming in here to take advantage
of our domestic price-support program.

Ultimately, under the machinery that has been set up under the
Trade Act of section 22, we were able to get a quota agrement with
Canada to limit the amount of imports of those commodities that we
thought were injuring us.

Just recently we are very much concerned, and it may be out of
order to discuss it here

Senator MALONE. No, I don't think so.
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Mr. BAKER. There is a pending decision or a decision pending before
the Tariff Commission on peanut imports. Now, the candy manu-
facturers of the United States did everything they could, as you will
remember, about a year ago, to kick peanuts out as a basic agricultural
commodity in the price-support program, and they lost.

Senator MALONE. They wanted to bring the peanuts in?
Mr. BAKER. So now they have petitioned last fall some time, peti-

tioned the Tariff Commission to bring in peanuts from South Africa,
and we have presented our case and they presented their case, and it is
before the Tariff Commission now, and it will be interesting to see
what action is taken with respect to peanuts from South Africa and
elsewhere.

The farmers that still produce peanuts are up to 100 percent parity
return on their peanuts and it is going to be interesting to see whether
they throw down the gates and start bringing in a lot of cheap peanuts
to food the market.

Senator MALONE. If we do not extend this act, you need not worry
about the foreign peanuts because that differential of cost will be
represented in the tariff and you will be protected.

But if we pass this act, then one man makes a decision whether he
ought to get a little cheaper candy and you go out of the peanut busi-
ness to that extent, or whether you remain in the peanut business with
protection.

Mr. BAKER. Let me say, in the first place, that even if the price of
peanuts went down to zero, candy would be little, if any, cheaper.

Senator MALONE. I understand that.
Mr. BAKER. Secondly, and more seriously, let me say that if we go on

to a straight unilateral operation which would be true under the Tariff
Act of 1930, we feel that we would not be doing as much as we could to
encourage expanded exchange of commodities, international exchange
of commodities.

Senator M.NlW E. When you talk of an expanded exchange, you
mean the more imports of a certain commodity and more exports of
something else. Don't you mean that?

Mr. BAKER. Yes, primarily.
Senator MALONE. Well, that, I think, is clear enough in the record.
Now, I will say to you again I agree with you thoroughly that any

tariff on peanuts will not increase the price of candy, and it also is true
of practically every commodity on earth.

Take your manganese. You need a tariff if you are going to stay in
the manganese business in this country. You use about 13 pounds of
manganese per ton of steel, and even if there is a 100-percent tariff you
can't find it in the increased price of steel. But they make a great
to-do about it because it looks like an increased price.

It is just like the soda in the biscuits. Whether you pay 50 cents a
box for it or whether you pay 10 cents wouldn't make any difference
in the price of the biscuits.

Mr. BAKER. I have heard Harvard and the University of Chicago
economists argue both sidcq of that question. I would like to see a joint
congressional committee make a complete and thorough investigation
oi that very problem that you raised. I don't know what the answer
to that is.

Senator MALONE. Well, I think a committee of which I was chair-
man until the reorganization of the Senate-and now Senator Murray
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of Montana is chairman and I am still a member of it-I think we al-
ready have enough information to tell you on the 77 critical materials
just about what it amounts to.

Mr. BAKER. That is very interesting.
Senator MALONE. it is practically nothing-like tungsten in the

steel.

Mr. BAKER. Like wheat in a loaf of bread.
Snator MALONE. That's right; the labor is the thing.
Mr. BAKER. The price of wheat went down from 1 month to another

in the last 2 months, and Congressman Mollohan, of West Virginia,
called me the other day and said bread went up a penny a loaf in West
Virginia last week.

Senator MALONE. Well, it is the price of handling, I suppose, and the
labor cost.

Now, that is what the Tariff Commission must take into considera-
tion, all these factors on a principle of fair and reasonable competition.
But I understand your testimony here, you are for abandonment of
this principle, continued abandonment of it, and the substitution of a
one-man final decision as to whether the imports of any certain prod-
uct shall be increased with the idea that it might be an overall good to
the econolny or international political good will.

Mr. BAKER. We feel that you can trust the office of the President
of the United States to make intelligent decisions on that, and then,
if he makes too many of them that we don't like, we don't have to do
our part in sending a particular guy back. We have a choice every 4
years to decide who to send over there.

Senator MALONE. I would like for you to answer my question. You
are for the change in policy?

Mr. BAKER. Well, a change from the present policy, or a change
from the policy of 25 years ago?

Senator MALONE. No. You are for the change in principle, con-
tinued change in principle, from a definite principle laid down for the
Tariff Commission to operate upon that the flexible import fee or duty
or tariff shall always equal approximately the difference in the cost
of production in this country and the chief competing country to
transferring, as we did 21 years ago, the continuation of the principle
that on the shoulders of one man rests the final decision as to what you
do with your duties in increasing imports in one sector and decreasing
them in another.

Mr. BAKER. With the addition of these programs to protect individ-
uals and groups of people from uncompensated injury; yes, sir.

Senator MALONE. Let's get back to the subject.
Regardless of anything in the bill, the new bill or the old one, it is

the final decision of the President of the United States that prevails;
isn't that true?

Mr. BAKER. Yes, sir.
Senator MALONE. All right; that's enough.
And you are for that?
Mr. BAKER. Yes, sir.
Senator MALONE. All right.
Senator BENNETT. Are there any more questions? Is there any

further testimony?
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Mr. BAKER. Mr. Chairman, only that I want to express my apprecia-
tion for the courtesy of the committee and the opportunity to be heard
today.

I am sorry that the hour has run so late, but there wasn't much I
could do about that. It has been a very interesting experience to
appear before you.

Senator BENNETT. Fine.
The committee will stand in recess until 10 o'clock Monday morning.
Senator MALONE. I would like to add in the record that I appreciate

the attitude of this witness. He has been very fair as to what he is
for and what he is against, and has expressed some very excellent
thoughts for the benefit of the record.

Senator BENNETT. Thank you very much, Mr. Baker.
The committee is in recess.
(Whereupon, at 4: 50 p. m., the committee recessed, to reconvene

at 10 a. m., Monday, March 7,1955.)
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MONDAY, MARCH 7, 1955

UNITED STATES SENATE,

COMMITTEE ON FINANCE,
WVachington, D. C.

The committee met, pursuant to recess, at 10 a. in., in room 312,
Senate Office Building, Senator I Iarrv Flood Byrd (chairman) pre-
siding.

Present: Senators Byrd (chairman), George, Frear, Millikin, Wil-
liams, Malone, Long, and Bennett.

Also present: Senator Henry I)worshak.
Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The committee will come to order.
The first witness this morning is Senator Payne. Senator, we are

glad to hear from you, sir.

STATEMENT OF HON. FREDERICK G. PAYNE, UNITED STATES
SENATOR FROM THE STATE OF MAINE, ACCOMPANIED BY DR.
HOWARD S. PIQUET, SENIOR SPECIALIST IN INTERNATIONAL
ECONOMICS, LEGISLATIVE REFERENCE SERVICE, THE LIBRARY
OF CONGRESS

Senator PAYNE. Thank you, Mr. (hairnian.
Mr. Chairman and members of the committee, I appreciate the

opportunity of having the privilege to appear before this committee
and advance a thought that I have with reference to the so-called
1-. R. 1, that is being considered and, Mr. Chairman, before I begin
my statement, I wonder whether I may ask permission to have Dr.
Howard Piquet, senior specialist in international economics, Legisla-
tive Reference Service, sit here with me, to assist in any questions that
members of the committee may have.

The CHAIRMIAN. We are glad to have him.
Senator PAYNE. Because Dr. Piquet is a recognized expert in this

subject. He has been of inestimable assistance to me in preparing my
proposal and I have followed his work over a number of the years.
When I was working to develop this proposal that I am setting forth
this morning, I did ask for the assistance of Dr. Piquet in connection
with this and asked him whether he would not come here this morn-
ing with me.

The CHAIRMAN. We are pleased to have him.
Senator PAYNE. I believe that each member of the committee has

a copy of my statement. If they will permit me, I will proceed with
the reading of it.
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Mr. Chairman and members of the committee, I wish to thank the
distinguished members of this committee for giving me the oppor-
tunity to testify today on H. R. 1, a bill which would extend and revise
the Reciprocal Trade Agreements Act.

The Eisenhower administration supports the principle of greater
trade among the free nations and believes that this bill is the minimum
it can accept in order to successfully implement its world economic
policy. Opponents call the bill potentially ruinous to domestic indus-
try. It is the key, they say, which will unlock the floodgates to a
deluge of cheap, foreign goods.

Let us examine very briefly both sides of the argument.
It is true that segments of our industry are suffering economic dis-

location. The textile, tuna fish, and crab meat industries are outstand-
ing examples of cases where unbridled foreign competition, princi-
pally from Japan, could do serious harm. The fear of foreign com-
petition extends to many other industries, too, such as bicycles, pottery
and electric lamps, and if I am permitted, I could go into many
others.

Some of these are depressed because of changing consumer tastes or
rapid technological changes. Some are depressed only in certain
regions, a situation arising from the migration of industry to other
sections of the country.

But whatever the reasons, the fact remains that important segments
of American industry are depressed. In many cases, increased for-
eign competition, coming before an industry has had time to adjust,
could do irreparable harm. This is not just a bugaboo given birth in
the overworked imagination of a high-tariff man. To millions of
Americans it is a stark reality, a hard case of bread-and-butter eco-
nomics. We are faced with a real fear and a real danger that eco-
nomic instability in the United States, caused by increased imports,
could spread abroad and upset the stability of the entire free world.

On the other hand, we know that our allies must trade to live. The
United States itself must trade to live. There are few goals as im-
portant as making our friends economically strong. Only in this way
can they withstand the enticing blandishments of Soviet trade mis-
sions. Only in this way can they serve the cause of freedom by acting
as a strong, economic bulwark against further Communist expansion.

Greater trade serves the United States, too, by expanding the vol-
ume of our exports. We buy from our friends and thus provide them
with the dollars they need in order to buy from us.

One serious weakness of H. R. 1 is that, while failing to accomplish
what it purports to accomplish, it arouses all the fears that a really
bold trade liberalization program would arouse.

This bill retains the original Trade Agreements Act and program
as a symbol of liberalized, multilateral trade but, while doing so, gives
little promise of increasing trade among the countries of the free
world. Furthermore, it gives no clear assurance that harm will not
be done to the American economy and to domestic producers. Any
realistic program for stimulating international trade must incorporate
assurances that efficient American producers will not be injured by
competition from countries whose planes of living are markedly lower
than ours.
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Here we have the core of the current debate. It is a debate as old
as the United States itself. What we are witnessing today is nothing
more than Shakespeare in new dress. The way the debate is being
carried on, however, might give the impression that the question is one
of completely free trade versus complete protection. Actually no one
today speaks up for either of these dangerous extremes. The ques-
tion before us is how to reconcile the need for greater trade with the
need for protecting our vulnerable domestic industries.

The so-called escape clause is designed to do this. But the escape
clause does not satisfy anyone. Domestic producers have only the
President's judgment, or, in effect, the judgment of his subordinates,
to rely on. The fact that a negligible number of appeals for tariff
relief have been granted gives them little reason for comfort under
the tattered wing of the escape clause. And even if the clause is
invoked, such action comes after the damage has already been done.

And how does the foreign exporter feel about it? It is generally
agreed that for many kinds of goods tariffs are not a significant barrier
to the United States market. Perhaps an even greater deterrent to
the foreign producer is the escape clause. He sees it as a kind of
massive economic retaliation. Foreign businessmen ask themselves
why they should plan, spend money, set up a sales organization and
overcome the other obstacles to getting into the United States market,
only to have that market cut off if they are too successful. The escape
clause to the foreigner is nothing more than a penalty for success.

It would be desirable to liberalize the escape clause with regard to
imports that we want to encourage and to tighten it against harmful
imports. This may, at first, appear to be a paradox. It is not neces-
sarily so, however, because it is possible to write into the law a provi-
sion that will loosen and tighten the escape-clause mechanism at the
same time.

I would like to submit, Mr. Chairman, at this time an amendment to
H. R. 1 in the nature of a substitute. This amendment would take the
first step toward freeing trade caught in the stranglehold of the escape
clause, while at the same time offering some hope for protecting our
vulnerable domestic industries. Let me briefly explain the amend-
ment to you.

The amendment would continue as is, the present Reciprocal Trade
Agreements Act until June 30, 1957. Thepurpose of this extension
is to disturb as little as possible the status quo of our trade policy
until such time as the other portions of the amendment can come into
effect.

I want to say here, Mr. Chairman, and members of the committee,
that this proposal is not a subterfuge for delay or inaction. I per-
sonally want to see some solution to this problem. H. R. 1, I believe,
does not offer a permanent solution. It offers only an extension of

our time-worn trade policies. There is nothing new or bold in H. R. 1.

Never have we stopped to work out the mechanics of the reciprocal-
trade idea. But that is exactly what we need today. And so my

amendment would set up a Special Commission of Foreign Trade.

This Commission would be composed of five men, not out-and-out
protectionists and not professors already wedded to the free-trade

doctrine. When I say a Commission of experts, I mean just that,

for the job this Commission would do would be technical in nature.
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It would be vastly different from those commissions which have
worked on this problem previously on a theoretical or a dollar-volume
basis.

There are hundreds of goods now made or which could be made in
low-wage countries which come into the United States in negligible
quantities or not at all. It would be the job of the Commission to
decide which of these goods could enter in greater quantities without
doing harm to domestic industry. Such a study would be reassuring
to our friends abroad if we made clear that we were going about this
in a spirit of sincerity and with the conviction that trade must be
increased. It would implement the concept of permissive competition.

Although a greater inflow of many kinds of products would have
almost no adverse effects on our economy, the cumulative effect of this
increased volume of exports abroad would be highly beneficial.

The effects would be beneficial in this country, too. Why should
only a few American industries, the "soft spots" of our economy, so to
speak, be hurt by heavy foreign imports ? Why can't we spread im-
ports throughout the entire economy so that no one is hurt?

The Commission would have other jobs, too. It would determine
a feasible percentage of allowable imports to domestic production of
products recommended by the Commission for greater importation.
The idea here is to let such imports enter up to this percentage with-
out the escape clause being invoked. Once this percentage limit is
reached, an industry, if it felt it were being injured, could apply for
relief.

The escape clause would also be studied by the Commission, with a
view to defining "injury" and giving the Tariff Commission a yard-
stick to go by.

The Commission would also recommend what powers the President
should have to reduce or suspend tariffs on goods which the Com-
mittee recommends could be imported in greater quantities without
harm being doie to domestic producers. If the President determined
that he should grant an appeal for relief under the escape clause for
goods which had exceeded their import percentage limit, then the
higher tariff would be restored. It would be up to the Commission
to recommend when the President should have the power to again
reduce duties on these products.

Finally the Commission would recommend when the President could
restrict imports and exports on the basis of national-defense require-
ments, and it would set up realistic and workable definitions for
"products" and "industries" as mentioned above.

The recommendations of the Commission would be reported to the
President and the Congress before January 31, 1957. It is my hope
that the Congress would decide to consider the recommendations as a
whole, without trying to approve for inclusion in the plan each sep-
arate product recommended by the Commission for increased impor-
tation. I might add that I anticipate that there would also be enacted
at that time legislation, perhaps similar to I-. R. 1, which would im-
plement the recommendat ions of the Commi mission.

Until such time as the Commission reported, the reciprocal-trade
program would continue as before. But the amendment would add
something new. If adopted, it would finally give our friends abroad
the knowledge that we were sincerely and seriously interested in de-
veloping a realistic program for increasing world trade.
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Many experts believe that this plan will work. Trade in many
lines could be greatly increased with no hari (lone to American
industry. What we need is a formula to get this kind of trade mov-
ing. The administration would find this amendment helpful in im-

lementing its world trade policy. Our vulnerable industries would
nd that it takes the pressure off them.
It is a formula, too, Mr. Chairman, which would help to make the

reciprocal-trade program truly reciprocal. I do not believe that H. R.
t or the present law do enough to promote our exports. Reciprocity is
a two-way street, and I think the Commission would help in this way
to serve the best interests of our Nation as well as being in the best
interests of all the people of the free world.

I believe, Mr. Chairman, that tli., amendment offers the kind of
formula we need to end this perennial national debate on trade policy.

Let's admit that our friends need more trade. Let's admit that we
must protect our vulnerable domestic industries. Let's stop exhaust-
ing ourselves with shadowboxing exercises. Having faced up to the
facts, we can then sit down and in a sensible spirit of intellectual
honesty and cooperation work out a solution to this very real and
serious national problem.

Mr. Chairman, I would like to ask permission to have a copy of my
proposed amendment as to H. R. 1 printed at this point in my testi-
mony.

The CHAIRMAN. Without objection, that will be done.
(The amendment referred to follows:)

i[H. R. 1, 84th Cong., 1st sess.]

Amendments (in the nature of a substitute) intended to be proposed by Mr.
Payne to the bill (H. R. 1) to extend the authority of the President to enter
into trade agreements under section 350 of the Tariff Act of 1930, as
amended, and for other purposes, viz: Strike out all after the enacting clause
and insert in lieu thereof the following:

That this Act may be cited as the "Trade Agreements Extension Act of 1955."

TITLE I-FOREIGN TRADE AGREEMENTS

SEC. 101. EXTENSION OF AUTHORITY.

The period during which the President is authorized to enter into foreign
trade agreements under section 350 of the Tariff Act of 1930, as amended (19
U. S. C., sec. 1351), is hereby extended from June 12, 1955, until the close of
June 30, 1957.

TITLE II-ESTABLISHMENT OF SPECIAL COMMISSION ON
FOREIGN TRADE

SEC. 201. DECLARATION OF POLICY.

It is hereby declared to be the policy of the Congress to assist in making the
nations of the Free World economically strong by increasing opportunities for
a greater flow of multilateral world trade, and inasmuch as it is essential that
the American economy remain strong and stable in the interests of world eco-
nomic stability, to protect vulnerable American industries from harmful effects
of increased imports.

SEC. 202. ESTABLISHMENT OF THE COMMISSION.

For the purpose of carrying out the policy set forth in section 201 of this title
there is hereby established a commission to be known as the Special Commission
on Foreign Trade (in this title referred to as the "Commission").
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SEC. 203. MEMBERSHIP OF THE COMMISSION.

(a) The Commission shall be composed of five members to be appointed from
private life by the President, by and with the advice and consent of the Senate.
The members of the Commission shall be experts in the economics of tariffs and
international trade and shall be appointed without regard to political affiliation.
They shall serve on a full-time basis and receive compensation at the rate of
$22,500 per annum and shall also be reimbursed for travel, subsistence, and other
necessary expenses incurred by them in the performance of their duties. Three
members of the emissionion shall constitute a quorum.

(b) The mnemiers of the Commission shall not engage in any other business,
vocation, or employment than that of serving on the Commission and shall not
receive remuneration from any other source while so serving.

SEC. 204. ORGANIZATION OF THE COMMISSION.

The Commission shall elect a chairman and a vice chairman from among its
members.

SEC. 205. EXPENDITURES AND STAFF.

(a) The Commission shall have power to make such expenditures and tG
appoint and fix the compensation of such personnel as it deems advisable, with-
out regard to the provisions of the civil service laws and the Classification Act
of 1949, as amended.

(b) The Commission may procure, without regard to the civil service laws and
the classification laws, temporary and intermittent services to the same extent
as is authorized for the departments by section 15 of the Act of August 2, 1946
(60 Stat. 810), but at rates not to exceed $75 per diem for individuals. The Com-
mission may reimburse employees, experts, and consultants for travel, sub-
sistence and other necessary expenses incurred by them in the performance of
their official duties and make reasonable advances to such persons for such
purposes.

SEC. 206. DUTIES OF THE COMMISSION.

(a) It shall be the duty of the Commission-
(1) after consultation with foreign and domestic business and government

representatives, to prepare a list of products which in its opinion could be
imported into the United States in greater quantities from countries with
lov living standards, without injury to the United States economy or to
United States producers and industries;

(2) to determine a percentage ratio of imports of the products named
under paragraph (1) to domestic production of such products during the last
calendar year for which complete figures are available (not in excess of ten
per centum), and to list those products which in its judgment should be per-
mitted to enter up to the respective percentages without the so-called "escape
clause" being invoked;

(3) to establish criteria for the determination of injury for the purposes
of the escape clause and applying both to the American economy as a whole
and to domestic producers and industries;

(4) in cooperation with the Department of Defense, the Office of Defense
Mobilization, and other Government agencies, to establish criteria for re-
stricting imports and exports whenever required by considreations of na-
tional security;

(5) to establish criteria for defining "products" and "industries" in con-
nection with paragraph (1) above;

(6) to make recommendations on whether the so-called "peril point" pro-
visions of the law should be repealed in the event the recommendations of
the Commission with respect to modification of the escape clause provisions
are enacted into law;

(7) to make recommendations as to the powers the President should have
(A) to reduce or suspend tariffs on those products recommended by the Com-
mission for greater importation and without the escape clause being invoked;
(B) to increase duties up to their previous levels after imports of a partic-
ular product have exceeded the specified percentage ratio of imports to
domestic production, following an application for relief under the escape
clause and the granting of relief thereunder; and (C) to again reduce duties
on such products when imports fall below the specified percentage ratio of
imports to domestic production.
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(b) The Commission Is authorized to establish such advisory boards and com-
mittees as may be found necessary to achieve the purposes of this title.

SEC. 207. REPORT-EXPIRATION OF THE COMMISSION.

(a) The Commission shall submit its findings and recommendations made pur-
suant to section 206 in a report to the Congress and the President not later than
January 31, 1957. The report of the Commission may propose such legislative
enactments and administrative acts as in its judgment are necessary to carry out
its recommendations.

(b) Ninety days after the submission of the report provided for in subsec-
tion (a) of this section, the Commission shall cease to exist.

SEC. 208. POWERS OF THE COMMISSION.

(a) The Commission or, on the authorization of the Commission, any subcom-
mittee or member thereof, may, for the purpose of carrying out the provisions of
this title, hold such hearings and sit and act at such times and places, administer
such oaths, and require, by subpena or otherwise, the attendance and testimony
of such witnesses and the production of such books, records, correspondence,
memoranda, papers, and documents as the Commission or such subcommittee or
member may deem advisable. Subpenas may be issued under the signature of
the Chairman of the Commission, of such subcommittee, or any duly designated
member, and may be served by any person designated by such Chairman or mem-
ber. The provisions of section 21 (c) of the Se(urities Exchange Act of 1984,
as amended, shall apply in the case of any failure of any witness to comply with
any subpena or to testify when summoned under authority of this section.

(b) The Commission is authorized to secure directly from any executive de-
partment, bureau, agency, board, commission, office, independent establishment,
or instrumentality information, suggestions, estimates, and statistics for the
purpose of this title; and each such department, bureau, agency, board, coin-
mission, office, establishment, or instrumentality is authorized and directed to
furnish such information, suggestions, estimates, and statistics directly to the
Commission, upon request made by the Chairman or Vice Chairman.

SEC. 209. AUTHORIZATION FOR APPROPRIATION.

There is hereby authorized to be appropriated, out of any money in the Treas-
ury not otherwise appropriated, so much as may be necessary to carry out the
provisions of this title.

Amend the title so as to read: "An Act to extend the authority of the Presi-
dent to enter into trade agreements under section 350 of the Tariff Act of 1930,
to establish a special commission on foreign trade, and for other purposes.".

BRIEF SUMMARY OF TIlE PAYNE Au ENDIENT

(In the nature of a substitute to II. R. 1)

This act may be cited as the Trade Agreement. Extension Act of 1955.

TITLE I-FOREIGN TRADE AGRFEIENTS

Section 101. Extends the authority of the President to, enter into foreign trade
agreements under section 350 of the Tariff Act of 1930, as amended, from June
12, 1955, until June 30, 1957.

TITLE II-ESTABLISHMENT OF A SPECIAL COMMISSION ON FOREIGN TRADE

Section 201. Declaration of policy.-Increase the flow of multilateral world
trade and, in the interests of American and world economic stability, protect
vulnerable American industries from harmful effects of increased imports.

Section 202. Establish ment of a special Comiussion on Forcign Tradc.-
Secti-ln 203. Menrership of (oominissiml.-Five members appointed from pri-

vate life by the President and confirmed by the Senate. Members shall be
appointed with ut regard to political affiliation and shall be recognized experts
in the economics of tariffs and international trade. Members shall receive
$22,500 a year and shall not engage in any other employment or receive any other
remuneration from any other source while serving on the Commission.
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Section 204. Organization of the Commision.-The Commission shall elect
a Chairman and Vice Chairman from among its members.

Section 205. Expenditures and staff.-
Section 206. Duties of the Commissio V.-It shall be the duty of the Commis-

sion-
(1) In consultation with foreign and domestic business and Government

representatives, to prepare a list of those products which could enter the
United States in greater quantities without doing harm to the American
economy or American industries.

(2) To determine a percentage ratio of imports of the products named
in (1) to domestic production (not in excess of 10 percent) and to list those
products which in its judgment should be permitted to enter up to the re-
spective percentages without the escape clause being invoked.

(3) To define "injury" as it is used in the escape clause.
(4) To establish criteria for restricting imports and exports whenever

the national defense so requires.
(5) To establish criteria for defining "products" and "industries" in

connection with (1) above.
(6) To recommend whether the peril point should be repealed in the

event the recommendations of the Commission with respect to the escape
clause are enacted into law.

(7) To make recommendations as to-
(a) The powers of the President to reduce or suspend duties on those

products recommended by the Commission for greater importation and
without the escape clause being invoked.

(b) The powers of the President to increase duties on products in (a)
when their importation exceeds the percentage limitation and the escape
clause has been successfully invoked.
(c) The powers of the President to again reduce duties on such

products when imports fall below the specified percentage ratio of
imports to domestic production.

(8) To establish such advisory boards and committees as the Commission
believes is necessary to achieve the purposes of this Title.

Section 207. Report and expiration of the Commission.-The Commission shallsubmit its report to Congress and the President for action no later than January
31, 1955.

The Commission shall expire 90 days after submitting its report.
Section 208. Powers of the Commission.-Hold hearings, administer oaths,issue subpenas and call on the various agencies of the Government for informa-

tion and advice.
Section 209. Authorization for appropriation.-
(The following letter and amendment was subsequently submitted

by Senator Payne.)

UNITED STATES SENATE.
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCEE ,Hon. HARRY F. BYRD, March 2.3, 1955.

Chaiinan, Senatc (' oiittce on Finiocc,
Washington, D. C.

DEAR SENATOR BYRD: I am enclosing copy of an amendment to H. It. 1 which I
have prepared and would like to submit to the Committee on Finance for its
consideration.

The proposed amendment would add an optional congressional review to the
escape-clause mechanism in cases in which the President rejected the 'Tariff
Commission's recommendations. Specifically, if the Tariff Commission recom-
mends relief in an escape-clause case and the President fails to approve thatrecommendation, either the House Ways and Means Columittee or the SenateFinance Committee would be able, by a two-thirds vote, to submit this recoin-
mnealation to the Congress for final decision. The recomninendations of the Tariff
Commission would be put into effect if both Houses of Congress by majority vote
approve the committee recommendation \ithin 6(} days after receiving the
President's report against the Tariff Commission recolnmenJati,. If Congress
is not in session at the time the President makes his report, then ('ongress must
take action 60 days after the opening of the next session.
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It is hoped that the Committee on Finance will have an opportunity to consider
this proposed amendment during the course of its deliberations on H. R. 1.

With very best personal wishes.
Sincerely yours,

FREDERIcK G. PAYNE, United States Scator.

AMENDMENT intended to be proposed by Mr. PAYNE to the bill (H. R. 1) to
extend the authority of the President to enter into trade agreements under
section 350 of the Tariff Act of 1930, as amended, and for other purposes, viz:
At the end of the bill add the following new section :

"SEc. -. Subsection (c) of section 7 of the Trade Agreements Extension Act of
1951 (19 U. S. C., sec. 1364) is amended by adding '(1)' after '(c)' and by adding
at the end thereof the following new paragraphs:

"(2) Whenever in any case where the President makes a report, as provided in
paragraph (1), either of such committees, after consultation or hearings, deter-
mines by the affirmative vote of two-thirds of its membership that the recom-
mendations of the Tariff Commission should be carried out, the committee shall
so report to its respective House within thirty days after receipt of the report of
the President or if the Congress is not in session within thirty days after the
beginning of the next session. The committee shall accompany its report with a
concurrent resolution stating substantially as follows: "That the Congress ap-
proves the recommendations of the Tariff Commission with respect to as
included in its report to the President, dated , the blanks therein
being appropriately filled.

"(3) If, within thirty days after receipt by the House of Representatives or the
Senate of any such report from the House Committee on Ways and Means or the
Senate Committee on Finance, as the case may be, both Houses of Congress adopt,
with or without amendment, any such resolution, the recommendations of the
Tariff Commission shall be carried out to the extent provided in such resolution
and the President shall take action accordingly."

Senator PAYNE. Thank you very much, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Payne.
Senator George, are there any questions?
Senator GEORGE. No; I have none, I do not think at this time.
The CHAIRIAN. Senator Millikin?
Senator MILLIKIN. No questions.
The CHAIRMAN. Senator Martin, any questions?
Senator MARTIN. Mr. Chairman, to save time, I do not believe I

will ask any questions but I do think that the Senator has made a
very fine presentation, and of a matter that should have the very
serious consideration of, not only our committee, but the people of
the United States. The Senator has mentioned quite a number of
articles, such as tunafish and things of that kind. I would like to ask
the Senator this question: Is it not the fact that some of the greatest
industries of our country, like the steel industry, like the making of
tin, electrical appliances, and a lot of the things that go into the mak-
ing of automobiles, are now large but they started as infant industries,
and would not have had the opportunity to grow if they had not had
the protection of a tariff?

Senator PAYNE. That is correct.
Senator MARTIN. That is all, Mr. Chairman.
The CHAIRMAN. Senator Carlson?
Senator CARLSON. Only this: I want to commend the Senator from

Maine for the study he has put into this. I think it is a very splended
statement.

The CHAIRMAN. Senator Malone?
Senator MALONE. Mr. Chairman, I, too, want to commend the Sena-

tor for the evident work that he has done in studying the unwork-
59884-55-pt. 1- 19
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ability of the present act. Senator Payne, do you understand upon
what basis the General Agreement on Tariffs and Trade and the
Assembly resolution under the United Nations setting up a world
trade organization and international trade organizations and Interna-
tional Materials Conference, upon what they are resting their case,
on what they are based?

Senator PAYNE. You are referring to GATT?
Senator MALONE. That is one of them, yes, General Agreement on

Tariffs and Trade.
Senator PAYNE. Well, of course, Senator I feel they have all been

established on the premise that it would be possible to develop a
greater mutual understanding among the nations of the free world
and provide a favorable climate for greater trade opportunity. I
must confess, however, that I am very strongly of the belief that much
of it, in fact, the major portion, has been done basically upon a theo-
retical premise which could be set forth in lovely textbook language,
but which fails to recognize basic, fundamental concepts of reach-
ing a practical solution for this problem.

Now I might say that somebody is going to say that this matter has
been studied at length. If you will permit me to take just a moment,
I should like to discuss this point. Of course, this subject has been
studied at length. Yet it has never been studied in the direction that
I propose here in this particular amendment. Emphasis in the past
has been given in the various studies to an industry as a whole.

For instance, we have talked automobile industry, we have talked
textiles. We have never gotten down into a complete study of the
selective items that go to make up those finished products. In other
words, there are certain segments of the textile industry in this coun-
try that imports are not bothering at all. But if you want to break
this down into its selective portions, there are segments of the textile
industry in this country that I venture to say will be wiped out of exist-
ence within a reasonable period of time unless relief is given. You can
go into the pottery situation, you can go into many other fields, and
you can find that if you talk about it as a broad overall picture, that
it is going to be difficult to come up with a percentage figure that will
show great injury. However, if you get into selective consideration,
you will find definite injury being suffered by industry in those selec-
tive categories. It is this type of a study that I believe can bring out
exactly where a favorite climate can be engaged in for domestic indus-
try. It can point out greater opportunities for our export business,
and greater opportunities for foreign industry to engage in import-
export business on their part and to send imports into this country.
Such a study could give us a greater balance of trade than we even
enjoy at this time. We have never gotten down to it at the grassroots
level and really found out what can make this situation tick off in
good shape.

Senator MALONE. I think that is a very good statement, Senator.
You do understand, however, that these extraneous organizations, not
official in the United States at all, are based upon the 1934 Trade
Agreements Act as long as it remains in the Executive's hands or the
State Department's hands, where they can make these deals.

Now, if the act is not extended and reverts to the Tariff Commission
on the basis of fair and reasonable competition where the commission
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studies each industry and part of each industry-that is to say in the
textile industry, each kind of textile, to determine what, if any, tariff
is needed to make up the difference between the cost here and the cost
abroad-then these organizations, if this does revert to the Tariff
Commission on that basis, and it does by 1 ninute after midnight,
.June 12, if the act is not extended, cannot get, together in Geneva or
in New York, or in some other seaport, and divide the markets of our
country with their nations. You would understand that. That oppor-
tunity is gone?

Senator PAYNE. That is right.
Senator MALONE. In other words, it is just like the man that has the

money that they are trying to get into a poker game in a little town;
if the man with the money doesn't sit down, then there is no game.
The 1930 Tariff Act, section 336, set down very carefully the principle
upon which the Tariff Commission would proceed in fixing the duty
on each particular article and each particular kind of a textile, which
would be on the basis of the difference of cost here and the cost in a
chief competing country. That difference would be the tariff, that
would be the duty.

Now then, assume that there are parts of the textile industry that
would not need this protection. If there was no particular difference,
then there would be no duty. So the job of the Tariff Commission,
as set down under the 1930 law is to do just about what you outline
there.

Now, I think then you have brought up a very important phase of
this thing: that nobody really does understand the 1934 Trade Agree-
ments Act and the things that can be done under it by the 50 or 60
foreign nations that so far outnumber us when we sit down in the
game-and we put the only money in the game. If ours are the only
markets of any magnitude, then they are playing for our markets?

Senator PAYNE. That is right.
Senator MALONE. That is what the game is about. So a study cer-

tainly is needed to make more people understand this.
Now if the 1934 act is not extended you do understand that all the

trade agreements that have been made remain in full force and effect
until and unless the President of the United States serves notice for
cancellation on that country with which a trade agreement has been
made, and then in 6 months that would revert to the Tariff Commis-
sion. You understand that phase of

Senator PAYNE. Well, I do not have a complete knowledge of it,
not as you do, Senator.

Senator MALONE. Well, that is a fact. So I was going to say, if this
is to be studied, no change would be made. That is to say, the State
Department could not trade off any other industries?

Senator PAYNE. That is right.
Senator MALONE. If it is not extended, there would be no change

in the present setup unless the President himself canceled the trade
agreement, so why would we need to extend it to make the study?

Senator PAYNE. Well, I would just consider it would be more or-
derly procedure for the present act to be continued for the 2-year
period.

Senator MALONE. Well, you understand if it is continued, then these
trick organizations that I have already mentioned (and perhaps many
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more would be organized), could sit down and continue their game.
Senator PAYNE. Well, I would very much hope that when the Tariff

Commission finds that injury is being suffered under the provisions of
the escape clause, that the situation would be looked at pretty seriously
by all who have a concern for the economic stability of this country.

Senator MALONE. You would not be in favor of lowering the duty,
then, below what the Tariff Commission, after a full study, determines
to be the point at which this industry would be hurt?

Senator PAYNE. That is correct.
Senator MALONE. Well, then, that is exactly what section 336 of

the Tariff Act says. It says that this study shall be made in each
case, and that it can be brought up every few months ol the invitation
of either House of Congress or of the President, upon the Tariff Com-
mission's own motion or that of any interested party.

Senator PAYNE. The only thing there, Senator, if I am correct in
analyzing what you are discussing, would that situation not in effect
place this Congress back in the same situation it was in in 1929, when
the Congress itself practically became a tariff commission unto itself?

Senator MALONE. No, it does not revert to that at all. It simply
reverts to the Tariff Commission under the 1930 act. You see, in a
hundred years there was quite a good deal of development in the
methods of levying tariffs. It was recognized by the Congress that,
there was a certain danger when a committee of each House took up
all the products and tried to arrange a certain duty. So, instead of
trying to maintain that, in 1930 they set the tariffs but said in section
336, that the Tariff Commission should, at any time and on a flexible
basis, rearrange these tariffs on the basis of what they found to be
the difference in cost, often referred to as fair and reasonable
competition.

In other words, if the exact difference in cost, plus the ocean freight,
were recommended as a tariff, that would give equal access to our
markets but no advantage. The Tariff Commission was the boss.

Now, that does not mean that Congress could not take up any item
that they thought the Tariff Commission had made a mistake on.
They could do it through a regular bill introduced into this committee
and the Ways and Means Committee in the House, but they could not
do it without such a bill. It is all in the Tariff Commission.

Senator PAYNE. With the permission of the chairman, since you
are getting into something that I feel I would want to have somebody
who has spent a greater number of years on this subject than I have
to answer your question. I wonder if Dr. Piquet would care to make
any observation on it?

Senator MALONE. Yes. I would be very happy to have him do that.
Senator PAYNE. Because I have a great deal of respect for Dr.

Piquet.
Senator MALONE. Would you identify him for the record?
Dr. PIQUET. I can only discuss the technology. Under the rules of

the Legislative Reference Service, we are not permitted to take part
in partisan debate.

Senator MALONE. This is not partisan debate. I would like you to
understand that we are here trying to arrive at what the situation is
now and what it would be if we did not extend the act so that we
understand the situation thoroughly and can give that explanation to
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the Senate of the United States, but I would be very glad to have you
testify if you would identify yourself for the record.

Dr. PIQUET. I am Howard S. Piquet, senior specialist in interna-
tional economics, Legislative Reference Service, Library of Congress.

Senator MALONE. I did not understand you.

Mr. PIQUET. Senior specialist in international economics, Legisla-
tive Reference Service of the Library of Congress. I think I can
answer that question in the context of the present amendment. The
present amendment has two requirements, first, that foreign trade in
fact be increased and, second, that there be no serious damage to do-
mestic producing interests. If we were to revert to section 336 and give
up the present legislation, it would negate the first part of the Sena-
tor's amendment, which is to increase foreign trade.

Under section 336, we would be putting the entire emphasis on the
protection of domestic producers without stimulating foreign trade.

I might add that several prominent persons who have had the re-
sponsibility for administering the cost equalization formula (section
336) such as Robert Lincoln O'Brien, Thomas Walker Page and
Frank W. Taussig-

Senator MALONE. Who are these people you are mentioning?
Dr. PIQUET. These are former chairmen of the United States Tariff

Commission.
Senator MALONE. At what time?
Dr. PIQUET. Robert Lincoln O'Brien in the early thirties. Thomas

Walker Page previous to that and Frank Taussig in the early days
of the Tariff Commission. All three have-

Senator MALONE. What dates?
Dr. PIQUET. I cannot give the exact dates, Senator. That is a mat-

ter of record but Robert Lincoln O'Brien has testified before this
committee that the cost equalization provision has been not workable.
I just cite that.

Senator MALONE. What is not workable?
Dr. PIQUET. The cost equalization provision of the Tariff Act of

1922.
Senator MALONE. When did he testify?
Dr. PIQUET. I do not know the exact date but it was in the vicinity

of 1934 or 1935. I believe that Mr. O'Brien-
Senator MALONE. Do you recall his testimony as to why it is not

workable?
Dr. PIQUET. Well, I would refer to what Mr. O'Brien said. He was

responsible for that. I am just citing this as a fact.
Senator MALONE. What did he say? Well, do you have any ideas

on it?
Dr. PIQUET. Well, in executive session, sir. Mr. Chairman, I would

be glad to testify on that point. I think it would not be germane to
the present bill but I would be glad to testify.

Senator MALONE. Why in executive session? Why couldn't any-
body hear you testify ?

Dr. PIQUET. I am sorry, but I am subject to the rules of the Legisla-
tive Reference Service, and my supervisor-

Senator MALONE. In other words, you think your supervisor would
not like it?

Dr. PIQUET. It is a rule of the Service that we not testify except in
executive session.
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Senator MALONE. Well, you do not testify-
Dr. PIQUET. In executive session, we do, sir.
Senator MALONE. Well, is it that important?
Dr. PIQUET. That is not for me to answer.
Senator MALONE. Well, then, Mr. Chairman, I submit this witness

is not very much help if he will only testify in executive session, unless
we could call an executive session.

Senator PAYNE. Well, Mr. Chairman and Senator Malone, if I may
say, Dr. Piquet is here at my request, in connection with

Senator MALONE. I think it is very fine he is here.
Senator PAYNE. The introduction of the measure I have before the

committee and he, of course, does have to comply with the requirements
of the organization that he is connected with.

Senator MALONE. He has testified now that-
Senator PAYNE. I would not want him to be placed in any embar-

rassing position because of my having invited him here to be before
this group.

Senator MALONE. I am afraid he is in one now. He has testified
that the Tariff Commission, the tariff law is unworkable.

Dr. PIQUET. I testified, sir, that former Chairmen of the Tariff Com-
mission said that.

Senator MALONE. If you are going to get into this
Dr. PIQUET. I must correct the record of what I said.
Senator MALONE. Would you mind just explaining to us why it is

not workable?
Dr. PIQUET. I am afraid that I would then be giving my own

opinion.
The CHAIRMAN. Excuse me. I was called out for a moment. Did

you say the Tariff Commission Chairmen testified that the law was
unworkable?

Dr. PIQUET. Yes, sir.
The CHAIRMAN. The present law?
Dr. PIQUET. Section 336, cost equalization.
Senator GEORGE. Cost equalization of the Smoot-Hawley Act?
Senator MALONE. Could we have some ideas? Do you believe it un-

workable? Could we have your statement as to why you think it is
unworkable?

Senator GEORGE. I do not think the witness ought to be asked that
question. He said he could answer only those kinds of questions in
executive session of this committee.

Senator MALONE. Could he, Mr. Chairman, give us his answer in
writing, that would be

Senator GEORGE. I do not think the witness ought to be asked a queq-
tion of that character because he merely referred to the prior appear-
ance of a former Chairman of this Commission who testified to certain
facts in that witness' opinion, and this witness ought not to be called
on to give his reasons why he thinks it is workable or unworkable, not
in this hearing, because he is carrying out his function here in a proper
way, it seems to me, he ought not to be asked it. I might say that I
very well recall former Chairman O'Brien's testimony, it is in the rec-
ords of this committee, and it is available to any one of us who want to
go back and review it. Mr. O'Brien did give his opinion as to why
it was unworkable, as I recall it. I would not undertake to say what
he said at that time, myself, without going back and reading it.
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Senator BENNETT. Mr. Chairman, would it be appropriate under
the circumstances, to ask that the staff dig up the O'Brien testimony
and insert it into the record at this point, reinsert it into the record
at this point?

The CHAIRMAN. If the Senator makes that as a request, it will be
done.

Senator BENNETT. I would like to make that request, Mr. Chairman,
so it will be before us.

The CHAIRMAN. All right.
Senator MALONE. I think that is a very good suggestion.
As I understand the thing, Senator, you are not in any way express-

ing your opinion as to whether this act should become a permanent
fixture in our setup at all? What you want is a complete study of the
situation to determine whether we want to adopt it permanently,
or not?

Senator PAYNE. You are correct, Senator. I have a question in my
mind as to the act as presently constituted becoming a permanent
structure. But I believe in order to maintain a status quo situation,
so that we do not upset any good that may have resulted, that we con-
tinue it for this 2-year period. In the meantime, let a commission
of experts who would follow the direct and clear policy of the Con-
gress go into this situation and try to come up with the answers that
can be of benefit to this country and at the same time be of benefit to
the nations of the free world in increasing our trade potentials.

(The testimony of Mr. O'Brien referred to is as follows:)

STATEMENT OF HON. ROBERT L. O'BRIEN, CHAIRMAN OF THE UNITED STATES TARIFF
COMMISSION, BEFORE THE COMMITTEE ON FINANCE, APRIL 26, 1934

The CHAIRMAN. Mr. O'Brien, have you any statement to make before the com-
mittee, with reference to this bill?

Mr. O'BRIEN. Yes; I would like to address my statement particularly to my
fellow Republicans and such others as estimate highly the importance of the
present law of section 336, on the cost of production. The bill that is now before
you gives the President the same identical power, or at least, very closely thereto,
but for another purpose, namely, for trade compacts or agreements.

Senator CONNALLY. You mean it gives him the same power that he has got
now under the flexible provision you specified?

Mr. O'BRIEN. Yes. He can raise or lower duties 50 percent now, under the so-
called cost-of-production theory.

Senator COSTIGAN. The bill is even more analogous to the powers granted the
President in section 338 of the Tariff Act of 1930.

Senator COUZENs. But they are only punitive, Senator; they cannot be re-
duced, under that section.

Senator COSTIGAN. I have reference to the breadth of the powers.
Senator GORE. You said, "cost-of-production" theory. You used the word

"theory" advisedly, I am sure.
Mr. O'BRIEN. Well, the notion that you can obtain costs of production; the

notion that you ought to obtain them; the notion that tariffs between countries
should rest upon differences in costs of production, even if omniscience should
give us the power to determine them, is all wrong. The tariff is a question of
national policy; on some things, you ought to have a tariff greater than the
difference in the cost of production; other things, less than the difference in cost
of production.

Senator CoSTIGAN. As a matter of fact, Chairman O'Brien, there are many
tariffs at this time which are higher than the difference in costs of production.

Mr. O'BRIEN. Oh, yes; very much higher-higher than the selling price of the
article in this country, in some instances. On the other hand, there are tariffs
on articles which are very much less than the differences in the cost of produc-
tion. I maintain that a tariff should be a matter of national policy. What do
you want to do about it? What is the best thing to do? If anyone would tell us
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what the exact difference in the cost of production of all the commodities in the
world was between this country and the chief competing country, that difference
ought not to be the tariff. To start with, it would be changing all the time. It
would not last 1 month, in any event.

Senator GOIE. I am glad to hear you say that.
Mr. O'BRIEN. Now, we talk about the flexibility. This is known as the flexible

tariff. I regard the term, applied to our present law, as an extreme joke. For
example, in the spring of 1924, the Tariff Commission raised the duty on wheat
from 30 cents to 42 cents. And that figure it has remained for 10 years. If any-
body supposes that the difference in cost of production of wheat between the
United States and the chief competing country has been standing steadily at 42
cents all that time, when wheat was selling in this country for 25 cents, he is
mistaken. That assumption would have implied that the Canadians were will-
ing to give us 17 cents to help us pay our 42 cents duty at that time, with every
bushel of wheat they presented to us.

At other times in between, when wheat has been $1.50 a bushel, this difference,
or duty, has remained unchanged. The lowest figure on wheat last year, accord-
ing to my associate, who has just brought it here, was 40 cents, or 2 cents less
than the duty to equalize differences in cost of production.

Senator GORE. Is that wheat on the farm or wheat on the exchange?
Mr. O'BRIEN. I think that must mean Chicago, on exchange because I have

heard of wheat on farms as low as 25 cents.
Senator GORE. Yes. The year before, it was.
Mr. O'BRIEN. Yes; but the principle is this, that we call this a flexible tariff.

It is not. Nothing that stands still for 10 years, when the cost fluctuates from
sixfold to 1, when the price has been 6 times as high in 1 period, as in another,
can be called flexible.

Secondly, the length of time it takes us to determine these things, the average
time that the Tariff Commission has been engaged in finding these things is such
that there isn't an article that does not change in its cost of production during
that period, often a great many times.

Senator CouzgNs. Are you not often prevented from getting the cost of produc-
tion abroad?

Mr. O'BRIEN. Well, we always have the selling price, and that is the real thing
with which people compete. The selling price is, in my judgment, an immeasur-
ably more valuable thing than the cost of production.

Senator COUZENS. Well, at that point, though, do you not have difficulty in
getting the cost of production abroad?

Mr. O'BRIEN. I think not very seriously. I think it depends on their point of
view, what they hope to gain by it. We must remember in all these things, that
"accountancy is a tool of management." If one is in a business in which he
wants the price to be raised high because he is coming before the Tariff Com-
mission where the cost counts a good deal, if he is properly advised by his lawyers,
be swings his mechanized accountancy so as to give him a high cost of production.
There are lawyers who have acquired great skill in advising their clients how
to meet the terms of section 336.

Senator GORE. It depends upon whether he is offering his property for tariff
or for sale.

Senator CONNALLY. Mr.O'Brien, may I interrupt you a moment?
Mr. O'BRIEN. Yes.
Senator CONNALLY. I have talked with you before, about this cost of produc-

tion. I would like to develop, a little, your whole theory, and ask you to give
your views as to whether it is a sound principle at all, or not.

Senator HASTINGS. If you don't mind, I wanted to ask, before he left that
wheat problem, whether or not your selection of wheat as an illustration is not a
rather unfortunate one, in that 42 cents was always high enough to keep out prac-
tically the importation of wheat? Isn't that true?

Mr. O'BRIEN. I don't know what "fortunate" in an illustration means. I
thought it was fortunate, as illustrating my point, that our tariff is not flexible.
It is true that the Ilawley-Smoot tariff bill reenacted the 42 cents, which the
Tariff Commission has carried the tariff to, but ever since that bill passed, In
1930, it has been within the power of the Tariff Commission, assuming that the
President ratified its action, to push that duty either up or down.

Senator HASTINGS. But would it have helped the wheat farmers any if it had
been pushed up?
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Mr. O'BRiEN. That is a question on which I ought not to pass judgment, as
the Tariff Commission is supposed to be a scientific agency.

Senator GORE. If the duty was made $100 ab ushel, it wouldn't have raised
the price of wheat to $90?

Senator HIASTINGs. What is that, Senator Gore?
Senator GORE. I say, if they would rise the tariff on wheat to $100 a bushel,

it probably would nit have raised the price of wheat to $90 a bushel. Let me
ask you this, in connection with this wheat : The tariff, before it was raised, was
30 cents a bushel; then it was raised to 42?

Mr. O'BRIEN. Yes, sir.
Senator GORE. Now, doesn't 30 uents ,more than cover the difference in the cost

of production of wheat, between here and Canada?
Mr. 0'BRIN. I would not like to reflect upon the scientific accuracy of my

predecessors who were in office 10 years ago, when they raised the duty to 42
cents.

Senator GORE. I appreciate your deference.
Mr. O'BRIEN. In the spring (of 11)24, when the Tariff Commission, in its biparti-

san neutrality and in its deathly search for scientific accuracy, looked into the
tariff question, and reached a. conclusion that 42 (-eats, rather than 30 cents, was
the difference in the cost of production of wheat between the United States and
Canada, it would le very ill-becoming-

Senator GORE. Possily they were endeavoring to determine it by looking into
the ballot boxes and into the hearts of the farmers.

Senator COSTIGAN. Chairman ( )'Brien, hperhalws it might tend to clear up some
confusion on the subject to say that the difference in the cost (of production of
wheat was intended to apply to the northern hard spring wheat, and was not
designed to represent the difference in cost ((f producing the great bulk of the
wheat produced in the United States.

Mr. O'BRIEN. That is a splendid illustration, Senator, of the difficulties of
carrying out this law- -the number (of complications as to what is comparability
and what is the chief conlpeting country. Within 3 months the Tariff ('om-
mission made an investigation, and I asked, yesterday, the man chiefly concerned
with it, about it, and said he: "3 months ago, we t((((k so-and-so as the chief
competing country. It is not the chief competing ('untry today; therefore
our facts have gone iiut the window."

I dislike the law very much indeed, the idea that we are to find the difference
in the cost of production here and alroa(d, and t( base a tariff on it. I believe
nobody, short of ,mnniscience, could do it and stick to it for any length of time,
and if we coul do it. we ought not to, do it. I would like to give very hurriedly,
two illustrations. There is a medical product that can be raised in this country
at a very heavy, punishing cost, so to, sleak. The chemical company, or the
apothecary company that deals in it, tells o(f the great efforts they have made to
get that material to grow successfully in this country. "We can make it go.
Put on duty enough, and we can make it grow." But it apparently is not good
policy, considering that it is a medical article, used by the millions of people in
the country.

Now, under the law as it stands, we have but one duty-to go to that article
and find the difference in its cost of production here and in the chief competing
country, and you would get what from my point of view is an extreme duty, but
it would not be a wise thing to do. We could a great deal quicker and more
effectively get at it by taking the prices at which the article sells here and in
the chief competing country.

Senator GORE. Is there a tariff on that article?
Mr. O'BRIEN. Yes, sir: it is a tariff that does not adequately represent the

differences in the cost of production, but, on the general welfare theory, it is
probably as high as it ought to be.

There is another article that has come up recently, that I do not think the
difference in the cost of production has been enough, or would be enough for a

tariff. I refer to beer. When we repealed prohibition here, had there been a

scientific ascertainment of the difference of the cost of production between beer
in Munich and beer in Wisconsin, let us say, the difference would not have been

sensational. It would not have been, in my judgment, great enough to give the

brewery interests in the country, in getting back into stride, with some diminish-

ing prestige, because of the long being-out-of-occupation. It would not have
given the brewery interest any advantage. The duty should be higher than the

difference in cost of production. just as in the case of the medicine it should be

lower.
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You can go over article after article, and it does not seem to me that the
difference of the cost of production is what should be the basis of the tariff.

Senator COSTIGAN. On the article you first mentioned, since the tariff does
not represent the difference in the cost of production, and, conceivably, does not
represent the difference in competitive conditions, is there any reason for a tariff
at all, other than revenue?

Mr. O'BRrxN. Why, yes; a little. The people that are raising that article are
very eager to have it raised, and they ask Government institutions like the
Veterans' Bureau be compelled to buy the American-raised medical products,
regardless of differences in price.

Senator COSTIGAN. Does it not, nevertheless, afford an illustration of articles
on which the duty might be somewhat reduced for bargaining purposes?

Mr. O'BRIEN. Possibly, but I should be reluctant to prejudice the producers
of this commodity against the pending bill by saying that I agreed with you.

Senator GORE. Let me ask you right there-I judge from what you said, that
the cost-of-production theory, in your judgment, is not possible of application,
even if it were desirable, and it would not be desirable, even if it was possible?

Mr. O'BRIEN. That is exactly my view.
Senator HASTINGS. Then I would like to know upon what you would base it-

on what you would base your judgment?
Mr. O'BRIEN. I would have the Tariff Commission make general economic

studies, for which it is wonderfully well equipped, in which we have a great
body of scientific experts who do very exceptional work in the finding of facts,
having a great deal more time than these committees of Congress do. I would
have the Tariff Commission make such economic studies, conduct hearings, if
you please, to find out the story, and have its information, contributory to either
the President or the Congress, as the case may be, available for the handling
of the great tariff questions.

I would not have the Tariff Commission a source of primary power, and my
position is vindicated by the fact that you have never made it a source of primary
power. Take the great sugar question, which has been decided by this com-
mittee within very recent dates. Has the Tariff Commission ever decided that,
for the country? Should the Tariff Commission have decided it? We have spent
at least $50,000, on two occasions, in making investigations, which have been
worth while, but when it comes to the question of what should be our tariff, it is a
question of such ramifications that it belongs very much higher up than with
the Tariff Commission.

Senator HASTINGS. But I should like to inquire upon what basis you would fix
the tariff? You would not do it upon the difference in the cost of production
abroad and the cost at home. I am not inquiring about how we should arrive
at it, whether by the Tariff Commission, or some other way, but I should like to
get your theory, upon what it should be based.

Mr. O'BRIEN. General welfare, general commonsense. There are certain fac-
tors that can be brought into that very well. The difference in the selling price
of a commodity here and abroad is very immediate, direct, and readily under-
stood. If an article is selling in Montreal, readily, wholesale at competitive rates,
for 20 cents, and is selling in New York at 28 cents, here is a very simple ques-
tion, in which we see that business, in considerable part, should be done in the
United States. I would take the difference in selling price as a very pertinent
piece of information.

Senator HASTINGS. Well, isn't the selling price very much more apt to vary
from time to time than the cost of producing that particular article?

Mr. O'BRIEN. I don't think so. The selling price is a very real thing. Cost
of production depends upon whoever sets up the skids, that will determine how
the sled shall go. The selling price is a very real thing, that you can get at.

Senator HASTINGS. Selling price at what place?
Mr. O'BRIEN. Wherever you want to have it. That is one of the rather big

subjects, right there, on the field of competition.
Senator HASTINGS. Where would you have it?
Mr. O'BRIEN. It would depend upon the article, and the competitive condi-

tions, and where the chief competing market, as the law says, is. But I would
handle that with a good deal of commonsense.

Senator HASTINGS. Well, if you would just answer me. For instance, can you
conceive of fixing a tariff upon some article that was manufactured abroad and
imported into New York City-can you conceive of a situation where you might
judge the price that is being charged for that article in New York, and base a
tariff rate upon It?
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Mr. O'BRIEN. You could do that. Look at the country as a whole. Take beer,

to which I just referred. It would be a fairly simple matter to decide, what is
beer selling at in Germany? Let us assume that is a country that would be a
predominant competing country. What do the American producers, the Ameri-
can brewers, sell it for? Look it over, make an economic study of the thing, and
make your tariff somewhere along where you want to settle the business. If
it is our desire, as I assume it is, in the main, to have most things made here,
to have the greater part of the business done in the United States, where it Is
economical and practical and feasible to do so, that will make the people who
want to buy the export beer pay a little more for it, at the Occidental Cafe here;
but let the figure be at such a level that the great body of the brewing for the
American consumption would be done here; and I take somewhat of a general
view of the country, as a whole.

Senator HASTINGS. Well, suppose you are dealing with a particular kind of
sweater that is made abroad, and is brought in competition with sweaters that
are manufactured in this country, and now, all the importer has to do is to fix
the price just a little below that which the manufacturer in this country can
afford to make it for, to get that business: isn't that true?

Mr. O'BRIEN. It might be, but I wouldn't have that kind of tariff. If It were
our decision to have most of the sweaters or all of the sweaters made in this
country, if it seemed public policy to do so, I would give a tariff which would
keep that business on an even keel, and give the American producer the great
body of the business, That is what most of our tariff laws do.

Senator HASTINGS. Well, how would you determine the amount? Where
would you pick out the selling price? In Europe, or in this country? Tell me
that.

Mr. O'BRIEN. Well, you would pick it out in both. You would ascertain what
It costs to bring it into New York from Europe and what it costs to bring it to
New York from Connecticut, or from New Jersey, and then put a duty that
would let the American producer ride quite comfortably. I could give a long
list, here, of the difficulties that we have, or that the institution has, in ascertain-
ing the cost of production. I have been quite disturbed, at these hearings, both
here and in the House, by the assumption that we have, in the cost-of-production
theory, an instrument of scientific precision, very much like the Weather Bureau.
Of course, in the Weather Bureau, you can go out and find the difference in
temperature between Buenos Aires and Boston; it is a fixed thing, upon which
everybody would agree.

Senator HASTINGS. I do not think anybody assumes that that can be a perfect
way of determining.

Senator GORE. It is not a perfect way, but it is the most perfect "flapdoodle"
method known.

Mr. O'BRIEN. I beg your pardon?
Senator GORE. I say, it may not be a perfect way, but it is the most perfect

"flapdoodle" in the world, if I may say so. Would you mind-is there any reason
why that should not be inserted in the record, Mr. Chairman?

Mr. O'BRIEN. What put in the record?
Senator CONNALLY. The list of difficulties you are speaking of.
Mr. O'BRIEN. No; that can go in. It was written by Mr. Fox. Mr. Fox, have

you any objection to my putting this in the record?
Mr. Fox. No. I just want to make a change, though.
Mr. O'BRIEN. Well, Mr. Fox will make a slight change, or any other change-
The CHAIRMAN. Well, that can go into the record.
(The statement of difficulties referred to is as follows:)

SOME DIFFICULTIES ENCOUNTERED IN APPLYING THE COST-OF-PRODUCTION FORMULA
IN SECTION 336 INVESTIGATIONS

1. Difficulty of establishing comparability of domestic and foreign products.
2. Selection of representative period for cost finding.
3. Selection of plants and areas for which to obtain costs in United States and

foreign countries.
4. Allocation of costs between products, especially where joint costs are in-

volved. One of the most baffling difficulties of cost ascertainment here presented.
5. Ascertainment of costs for part-time and part-capacity operation.
6. Difficulty in establishing basis for calculating depreciation, depletion, and

Interest on investment.
7. Uncertainty of the basis for computation of transportation costs.
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8. Complications and difficulties involved in securing costs in foreign countries.
9. Where a wide range of costs are obtained, a serious problem is presented of

combining the costs into an equitable average cost.
Many other difficulties might be listed, but the most serious objection to the

cost formula is as a sole basis for rate adjustment. These difficulties must not
blind us to the advantages which commend the use of costs of production as one
of the "yardsticks" for measuring the adequacy of a rate of duty. Among these
advantages are the following:

1. Costs of production provide a more definite measure than other competitive
factors.

2. The cost rule, as applied by the Tariff Commission under the flexible pro-
visions of the Tariff Acts of 1922 and 1930, has resulted in rate changes, both
upward and downward, which have corrected some serious maladjustments of
duties and have disclosed the existence of other maladjustments.

3. Cost investigations produce many valuable results, such as-
a. They develop a large amount of definite information about competitive

conditions.
b. They disclose the comparative efficiency of different industries and of the

establishments within an industry.
c. They are of value to the industries in that they help them to observe the

weak spots within the establishment, and in that they disclose ways to correct
the wasteful methods and means for better control of operations.

Mr. O'BRIEN. Another thing I wanted to bring out to this group here, this
committee-the present law is Presidential tariff making. The new law is Presi-
dential tariff making.

Senator HASTINGS. I would like you to tell us just how that is. Why do you
say it is Presidential tariff making? Do you eliminate from the consideration
the entire Tariff Board, under the present law? Is it true that the Tariff Com-
mission, now has no functions to perform with respect to this principal provision
of the tariff?

Mr. O'BRIEN. Why, of course, it has functions to perform.
Senator HASTINGS. Well, does it perform them?
Mr. O'BRIEN. Yes, sir; we bring in quite a few reports from time to time. They

must be approved by the President.
Senator HASTINGS. Well, is it or not true that the Tariff Commission exer-

cises an independent judgment; or is it, as I think I saw where you stated before
the House committee, wholly subject to and under the control of the President?

Mr. O'BRIEN. The President appoints the Tariff Commissioners. Most men
in positions wish to retain them and be reappointed.

Senator HASTINGS. Does that prevent you from doing what you think your
duty is under this tariff act?

Mr. O'BRIEN. It does not prevent my doing it, or my associates.
Senator HASTINGS. Do you know of any other member of the Tariff Commis-

sion that you think is influenced by a fear that he will lose his job if he does
not do what the President suggests with respect to a tariff? I think the country
is entitled to know whether we have gone all these years under a false color with
respect to that.

Senator CONNALLY. Yes; he will tell you.
Mr. O'BRIEN. The President appoints the members of the Tariff Commission.

Every President has views on the tariff, up or down. His friends have views.
I would not, for reasons of official propriety, disclose any concrete or specific
incidents of this kind, either past, present, or I might say future, but I think
that you know, Senator, that you have access to the President of the United
States, and that every Senator, particularly of the party of the President of the
United States, has access to the President. Tariffs are not a taboo subject.
Every President has theories, has beliefs of what he wants to do regarding the
tariff. At least, his senatorial and other friends have views of what they want
to do. The President appoints the Tariff Commissioners. President Roosevelt
will have the privilege, in the term for which he is now elected, of filling 5 of
the 6 places on the Tariff Commission, and any President can pick out his kind
of members of the opposite party, men who are more or less in sympathy with
his point of view, assuming that he has a point of view. At all times, the White
House and the Tariff Commission are not unrelated factors in the community.
I do not wish to say more than that your own commonsense and Washington
experience will show you these things.

Senator HASTINGS. Well, I might say this, that I think somebody might be
suspicious that that sort of thing was from time to time going on, but the shock-
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ing thing, to me, is that the chairman of that board should come before a com-
mittee and say that was a fact.

Senator CONNALLY. If it is a fact, why shouldn't he say it?
Senator HASTINGS. Well, I am just trying to find out.
Mr. O'BRIEN. And my statement is that I do not think, for instance that in

1924, the Tariff Commission would have brought in a report, changing the duty
on wheat from 30 to 42 cents, if they had known it would be received with pro-
found disfavor and disgust by the then President of the United States, who was
in that year a candidate for reelection. I do not think that you can separate
the Tariff Commission's functions from the President of the United States and
his personal interests.

Senator HASTINGS. Well now, let me ask you another question: Are you fa-
miliar with a proclamation issued by the President on May 23, 1934, with respect
to the laminated sheets?

Mr. O'BRIEN. Yes, sir.
Senator GORE. There is something wrong about your dates, Senator. You

said "May 1934."
Senator HASTINGS. May 23.
Mr. O'BRIEN. You mean April?
Senator CONNALLY. May hasn't arrived yet, Senator.
Senator HASTINGS. This comes from the United States Tariff Commissida.

The Tariff Commission announces that the President has issued a proclamation
which becomes effective-

Mr. O'BRIEN. Oh, yes.
Senator HASTINGS. Dated May 23, 1934, decreasing the present rates of duty,

25 cents per pound ad valorem, to 15 cents per pound, and 25 percent ad valorem,
on laminated sheets. Now, I would like to inquire whether the President had
anything to do with the recommendation of the Tariff Commission with respect
to those rates.

Mr. O'BRIEN. Absolutely nothing.
Senator HASTINGS. That is what I hoped.
Mr. O'BRIEN. And, on the other hand, had he or his friends had a very large

personal, or political, or other interest in that, he was not required to proclaim
that change.

Senator HASTINGS. I understand that.
Mr. O'BRIEN. And we can look back, historically. There have been a good

many-quite a few, at least-Tariff Commission recommendations, which have
been sent back by the various Presidents, to the Tariff Commission, for recon-
sideration. There have been quite a few that the President has refused to pro-
claim or to announce to the world. Now, that result is not because the President
has, at the White House, a larger or a more competent, scientific agency for
ascertaining the scientific difference in the cost of production here and abroad,
that he holds those things up or changes them. I do not say that any President
has ever made a mistake in doing that. I do not think that any President ever
has. I do submit, gentlemen, for your consideration, if it is not clear, that so
long as the President has the power to withhold proclaiming a tariff change
or has the power to send it back to the Tariff Commission, which he often does,
that the absolutely scientific quality of the cost-of-production idea vanishes.

Senator HASTINGS. But he cannot do it unless the Tariff Commission recom-
mends it, can he? He must have the Tariff Commission recommending it,
before his proclamation can become effective, under the present law?

Mr. O'BRIEN. True.
Senator HASTINGS. Well, isn't that a very great difference between the present

law and what is proposed here?
Mr. O'BRIEN. I don't think so. The pending law would allow the President

to reduce tariffs, we will say 50 percent. Since nobody objects to tariffs being
raised, let us discuss this solely as a question of tariffs being reduced. The
President has the power now to reduce tariffs 50 percent. He would have, if
this bill passes, the power

Senator HASTINGS. He does not have it, unless he gets the recommendation of
this Tariff Commission?

Mr. O'BRIEN. The Tariff Commission is still at his service, will still be at
his service as soon as this bill passes, to give him any information and check up.

Senator HASTINGS. Well, now, you have just demonstrated why the Tariff
Commission does have some functions which it exercises occasionally, at least.
Here is this to which I have called your attention, and with which you say the
President had nothing to do.
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Mr. O'BRIEN. Right.
Senator HASTINGS. And I assume you think that what the President did is

correct?
Mr. O'BRIEN. I do.
Senator HASTINGS. So there is one illustration of a function of the Tariff Com-

mission that was effective, isn't it?
Mr. O'BRIEN. True, it is a relatively unimportant article, but what would you

say if-
Senator HASTINGS. I think it is very important to the people that are affected

in this country.
Mr. O'BRIEN. I know, but it is not a subject comparable to sugar and wheat

and oil and copper.
Senator HASTINGS. Well, that is the reason I complained about your taking

wheat as an illustration.
Mr. O'BRIIN. What I said about the Tariff Commission, the great things in

the world, affecting the great basic commodities, like the four articles upon
which an excise was put, 2 or 4 years ago this winter, copper, coal, and so forth,
those were not tariff changes and could not have been made by the Tariff Com-
mission, because I remember they were on the free list; but you take this oil-
question-it was not Tariff Commission change, the excise on coconut oil and
sesame. It was true, the Tariff Commission had made investigations and reports
on that subject, which I hope were of value to this committee, but the great deci-
sion rested with the legislative body, here, as in my judgment It should have
rested. Now, when you come to Presidential-we have now Presidental tariff-
making. It is useless to walk away from that idea, I meant, metaphorically.
I did not see that you had stopped away from your seat. I mean, walk away
intellectually. [Laughter.] I beg your pardon.

Senator HASTINGS. I was about to come back, if you were starting to demon-
strate that again.

Mr. O'BRIEN. It is impossible for us to get away from the idea that the present
tariff law is Presidential tariffmaking. One's commonsense and political observa-
tion would lead one to think that the changes that the President makes in deci-
sion of the Tariff Commission, the failing to ratify the sending back for re-review,
and all of that, are not due to his superior scientific equipment at the White
House for the scientific ascertainment of the difference of cost of production
between this and the chief competing country.

Now, if the President has the power, as he has today under this bill, to reduce
tariffs 50 percent, under the present law, I think the reason for doing it, under
the proposed law, is a great deal better than the reason under the present law.
I think the arguments of Dr. Dickinson and of Dr. Sayre, and others, as to the
conditions of our international trade, call very loudly for the grant of power to
do something; It should go somewhere where it can be effectively handled in an
administrative way, which, of course, is through the President. The President
will have just the same privilege of using the Tariff Commission, of having it at
his disposal, under the new law, I hope, as he has now, and my hope and belief-
I know nothing to the contrary-is that the Tariff Commission would be utilized,
just as much to check up on what should be done as to American industries, and
to what extent, if any, concessions in tariff should be made, as it is now.

It looks to me that the power that you grant the President, this 50 percent
reduction, is exactly the grant he has now, only you have substituted-

Sentor HASTINGS. I wonder, just there, do you know whether or not your
associates on the Tariff Commission will agree with that statement? Do you
think you can get a single one of them to agree with that statement?

Mr. O'BRIEN. I think so. They are all within sight or sound, here. They can
all be summoned here. They can all come here, and I would feel very reluctant
to express views for them. They haven't, any of them, been to me, to protest over
what I said before the Ways and Means Committee.

Senator HASTINGS. Well, remember now what you said. You said that he has
power, now, and you said it, time and time again, and I insist that, under the law,
he hasn't got it, now, until the Tariff Commission acts, and under your theory, as
I get It, the Tariff Commission amounts to nothing, so far as this thing is con-
cerned, so far as this flexible provision is concerned. Do you want to leave the
record in that sort of situation?

Mr. O'BRIEN. Not having made that record, I would not like to leave it that
way.

Senator HASTINGS. Well, you have just said that, time and time again.
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Mr. O'BRIEN. I did not say the Tariff Commission amounted to nothing.

Senator HASTINGS. So far as the flexible provision is concerned.
Mr. O'BRIEN. I said the flexible provision was not flexible. I think I know what

the word "flexible" means. I see a lot of things in this world, from air cushions,
up and down, that are flexible. I think an agency which holds for 10 years un-

disturbed a duty on wheat at 42 cents, when wheat has ranged from 40 to $1.50,
in that period, is not altogether flexible. I think that if any President of the
United States suggested, through the various agencies that are always open to a
President of the United States-he doesn't have to issue a proclamation of these
things-if any President of the United States indicated that it was his desire that
the duty of 42 cents should be reduced, I have an idea that common sense will
suggest to us that perchance the Tariff Commission might find a means of doing it.

Senator HASTINGS. Isn't there a rule by which the Tariff Commission must act?
Mr. O'BRIEN. Yes, sir.
Senator HASTINGS. You would not violate that rule, just because the President

suggested he wanted something done, would you, knowingly violate that rule?
Mr. O'BRIEN. That tariff on wheat could be taken up, with entire propriety, at

any time, and the law requires the Tariff Commission to take up the subject that
the President or Congress-

Senator HASTINGS. But if you found the facts did not warrant you in recom-
mending to the President that which he wanted done, you do not mean to tell the
country and this committee that you, as a member of the Tariff Commission,
would do it, do you?

Mr. O'BRIEN. No such situation would arise. Take on the wheat business, why
haven't we done anything on that, for so long?

Senator HASTINGS. But you just said a moment ago, if the President should in-
dicate to the Tariff Commission that he wanted a certain thing done, the Tariff
Commission would undoubtedly find a way to do it. Now, I ask you the question,
whether they would do that, in view of the fact that the law specifically sets forth
the rules by which they must arrive at their conclusion?

Mr. O'BRIEN. These things are left in a very vague area. Nobody would be
violating any law or any oath of office who reduced the duty on wheat at the
present time, or particularly during the year when its selling price was less than
its duty.

Senator HASTINGS. Well, suppose the President picked out something other than
wheat, and picked out something that the facts would not permit you to do, to
carry out his wishes. What would the Tariff Commission do under circumstances
like that?

Mr. O'BRIEN. Why, I would go up and talk with the President about it and
tell what the difficulties in the thing were, and any President has been very-all
the Presidents, through the history of the Tariff Commission, have as a rule
been very reasonable minded about it. If you were to prod me too strongly on
this, I am afraid my discretion would vanish, and I would tell you of one Pres-
ident under whom I did not serve, who became very angry at the Tariff Com-
mission's attitude, and subsequently apologized to its Chairman for speaking to
him harshly upon the very issues that you raise. I want only to say that you
can see for yourself, gentlemen, the President is accessible to every member of
this committee, let us say. Any President has other relations and interests in
the world. Does it stand to reason that when there is standing on the President's
desk a proposal of the Tariff Commission to reduce the duty of this white paper,
let us say, and everybody knows that such a proposition is awaiting the President,
a proposal to reduce the duty on that white paper-bad illustration, but I will
keep on with it-50 percent, would it not occur to the common sense of all
observers, that people could get at the President? I mean, in a perfectly proper
and intelligent and patriotic way, to call his attention to how bad we think it
would be to reduce the tariff 50 percent? If that could not be done, just how
does one account for the cases upon which the Presidents have not followed
the Tariff Commission, the number of things they have sent back for reconsid-
eration? It is no disrespect to the White House Office Building, with its groups
of employees, to say that no one would claim that its Bureau of Scientific In-
vestigation was superior to that of the Tariff Commission. In other words,
where any President has not followed the Tariff Commission, he has done so
for reason other than scientific ascertainment theoretically contemplated by the
existing law.

Senator CONNALLY. May I ask you a question, right there? In other words,
in the cases in which the President has not followed the Tariff Commission,
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he had had, on one side, the scientific recommendation by the Tariff Commission,
and he has had on the other side, something else?

Mr. O'BRIEN. You are right.
Senator CONNALLY. Motives and considerations of which we are not able to

determine, because we do not know what was in the President's mind?
Mr. O'BRiEN. You are right.
Senator CONNALLY. But as between those two considerations, whether they

were political or personal, or arbitrary, or "what have you," the President, in
those cases where he did not follow your scientific recommendations, acted upon
other considerations?

Mr. O'BRIEN. That is an inescapable conclusion. I am not unwilling to say
that all Presidents have been always right, in the times that they have turned
down the Tariff Commission. I know many times when I think they have been.
But the fact remains that you have a list of recommendations made by the Tariff
Commission to the President, a certann number of them which have ben dis-
allowed, and Senator Connally has stated the inevitable conclusion that the
President had, on one side, the so-called "scientific" ascertainment of the Tariff
Commission, and he had on another side, something else, and I think it is
unreasonable to suppose that he had a superior scientific equipment for handling
it in a scientific way.

The CHAIRMAN. Mr. O'Brien, before you conclude, I want to get your
reaction to this one point. Do you think it is practical, in the framing of this
legislation, and in negotiating these reciprocal trade agreements, for us to
provide for some form of hearing of those who might be interested, without
unnecesarily delaying and unreasonably delaying the negotiations?

Mr. O'BRIEN. It would delay it a little, but I think that would be all right.
I wish, however, to say that Mr. Sayre and his group are better people to answer
that question than I, as they are the managers, so to speak, in behalf of the
administration, on the pending legislation. As far as I am concerned, I should
feel very sure that the Tariff Commission, or some other agency, ought to make
an economic check-up, let us say, of any proposed tariff reduction. Somebody
ought to do it, and I assume it would fall to the Tariff Commission. Now, that
checkup might include a hearing. It might include economic studies, might, in-
clude anything you want, but the only objection, of course, is the objection'of
delay, and showing your hand to the other side.

The CHAIRMAN. Well, that might be done by a public notice?
Mr. O'BRIEN. Yes.
The CHAIRMAN. That on a certain day, those who are interested might appear?
Mr. O'BRIEN. Just as you have.
The CHAIRMAN. Some agency that the President might designate, or the State

Department?
Mr. O'BRIEN. Yes, I think so.
Senator BARKLEY. Well, if the State Department, acting under the direction

of the President, should be in the process of negotiation of an agreement with
a foreign country, do you think it would promote the consummation of that
agreement, for the Tariff Commission, or the Department of Commerce, or the
President, to announce a public hearing at which anybody who felt that he might
be affected adversely by it, would show up, and then, on the other side, those
who thought they might be affected by it beneficially, would have a chance to
debate with them, whether they would or would not be-do you think we would
ever get an agreement under such a process as that?

Mr. O'BRIEN. I do not think that would be the most effective way of doing it.
I think an economic study by the Tariff Commission's expert would be better than
the hearing. I have no objection to the hearing. I often get a good deal of
information from them, but the general economic study of the thing is a great
deal more intimate and vital than the hearing. There is a good deal of stage
play at hearings.

The CHAIRMAN. Well, we all realize that. I just wanted to get your personal
reaction.

Mr. O'BRIEN. I may have given an example of it, myself.
The CHAIRMAN. Now, is there anything else?
Mr. O'BRIEN. No, sir; I have taken too much of your time now.
The CHAIRMAN. All right, we thank you very much. The committee will recess

until 10 o'clock Monday morning.
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Senator MALONE. What you would like to find out is if there is a
way of increasing trade without injury to any industry in the United
States?

Senator PAYNE. That is correct.
Senator MALONE. And if it were found that we were revising a duty

below that differential of cost between this Nation and the chief com-
petitive nation, you would not be in favor of lowering it beyond that
point?

Senator PAYNE. I believe in giving our own economy a chance to
live and breathe.

Senator MALONE. Yes.
Senator PAYNE. Under proper circumstances.
Senator MALONE. NOW, there are a couple of points that I should

like to clear up-and understand that I do not want to pin you down
on any particular thing because I know that you are trying to study
this situation as we all are. You are trying to figure out whether or
not it is a good idea to leave the regulation of tariffs in the hands of
one man, the President, who has designated the State Department
as chief negotiator; for the State Department or the Executive to be
able to make a change without informing anyone until the change is
underway; for one man to be able to make a decision that may take
ii international political considerations and other considerations, but
not the difference in the cost of production; or whether it should be
confined to the Tariff Commission that does it on a principle laid down
by an act of Congress.

Senator PAYNE. Senator, I go back to my basic concept that the
whole problem has been studied, and I have here, without laboring
the committee at all, the reports the various types of studies that have
been made. I maintain that not one of these studies has been made by
a group which is not dedicated to one or the other of extremes: One
a high tariff position, and the other one a free trade position. My pro-
posal would establish a Commission of men who would develop a clear,
expert understanding, as a result of the work they would do, as to the
protection that we need in order to maintain stability in this Nation
and at the same time increase imports, thus realizing the benefits that
can accrue to our neighbors across the seas in trying to help them build
up their economies. Now if you would just permit me, my thinking on
this goes back to 19-I have forgotten the year now-1933, 1934. or
1935. To show you how unrealistic we were at that particular time..
I was down here as the mayor of a city in connection with the paper:
industry of this Nation. That was at a time when every single paper
mill in this country was operating three 8-hour shifts a day, 365 days
a year, and yet they were not able to supply 50 percent of the needed
newsprint for the consumption of this country. Yet at that time we
saw newsprint mill after newsprint mill, paper mill after paper mill.
going out of existence. Why? Because we were not facing up to this
thing realistically in trying to work out a balance that could protect
our own industry, giving full employment opportunity, and at the.
same time giving recognition to foreign trade coming in here. We did
eventually work it out fairly satisfactorily because we negotiated with
Canada. We took a new look at the thing and finally got ourselves
back in shape. We today are not producing all we need. This is a
field where, of course, Canada and some of the other countries have a
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perfect opportunity to feed into us our shortage of supply in certain
fields, whether it would be on the pulp, on the paper, and so forth.
But I am fearful if we got into all of the provisions as contained under
this H. R. 1, I am just fearful of what might result in our paper in-
dustry in this country, because that cotild throw them very much into
a tailspin again.

Senator MALONE. Well, I was just trying to pin it down.
You would not then be in favor of designating any one man who

could trade one industry for another, in other words, lower the duty
on one to the point where that industry was depressed, to build up
another one?

Senator PAYNE. That is shortchanging the man or the woman who
has practically built his or her life as a skilled workman in a different
type of industry, and saying, "Well, after all, we are going to throw
you over for the benefit of something else."

I do not believe it is necessary. I think the thing can be worked
out realistically and I maintain, even though I may be wrong, that
the formula that I have advanced has merit. I believe that it can
work, and can work for the objectives that have been advanced by
the President, and by those who are interested in trying to develop a
greater trade area for the entire free world.

senator MALONE. You would not be in favor of another Randall
Committee?

Senator PAYNE. I think highly of all of the Commissions that have
studied this, and I have high regard for the members that were on the
Randall Commission. However, I am getting away from what is
termed either a political commission as such, that is appointed, and
which works on one premise, in which basically they have taken
into consideration dollar shortage. They have talked in terms of an
industry as an overall picture, and have not looked at the selective
situation that I mention here, which gives permissive determination
as to a particular segment of an industry. I do not think they ought
to be predisposed to any particular philosophical point of view that
we should follow here on foreign policy.

I think they should indicate which products could be imported into
the United States from low-wage countries, without resulting in ser-
ious damage to groups within the United States economy and under
safeguards that are laid down by the Congress itself, not by individ-
uals, but by the Congress itself.

Senator MALONE. You would be in favor of the Congress keeping
full control of that?

Senator PAYNE. I believe that is so established, except that realis-
tically I think, of course, the Congress has delegated to the Tariff
Commission in order not to become a tariff commission unto them-
selves, certain powers in order to permit an orderly functioning of
our trade.

Senator MALONE. Now this dollar shortage that you speak of, I too,
have been trying to give that considerable thought in the last 8 years.
When foreign countries have a shortage of dollars, they like to buy,
but it goes above their earnings power. We give them the money to
buy our goods-that is, in the foreign field. In the domestic field, we
call it installment buying. I think that would be about the next thing.
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The only thing, installment buyers have to pay for it and the others
do not. That is all.

The CHAIRMAN. Are there any further questions?
Senator Bennett?
Senator BENNETT. Mr. Chairman, I just have one question which

usually leads to another. I am very interested in your idea that you
must set up a new commission and your hope that you can find five
completely impartial, impersonal, experts. I recognize the desir-
ability of your objectives. Couldn't these be achieved by changing
the assignment of responsibility to the present Tariff Commission
which has already the basic facts at its fingertips or has the staff with
which to get the facts and happily at the present time, we have a
Tariff Commission of 6 men, it is my understanding that 3 of them
lean toward the protection of American industry and 3 of them lean
toward improvement of, or an increase in imports even at the expense
of industry, so you have a balance, you have the facts, you have the
staff, now why should we add the cost of setting up a completely new
commission and going back over the same basic set of facts'? Couldn't
we accomplish what you hope to accomplish simply by changing the
assignment and responsibility of the Tariff Commission?

Senator PAYNE. Senator, I will answer that in this way, if I may.
The Tariff Commission as presently constituted is a bipartisan com-

mission.
Senator BENNETT. You are correct.
Senator PAYNE. The Tariff Commission under present law has

some very broad and definite powers given to it by the Congress in
order to carry out the present law. The Commission that I propose
would be an objective one, and I firmly believe it is possible to secure
one. Without flattering the gentlemen at all, I am sitting very close
to a man who has given his life to this type of study, a man who I
believe is as well qualified as any person in this country to give an an-
swer, after study with a group similar to him, as to what is needed
to come up within both the law and the concept of what can develop
a better climate of trade in this entire free world of ours. I am talking
about Dr. Piquet, a nonpartisan individual.

Senator BENNETT. I understand.
Senator PAYNE. Such a Commission would be free to work on this

type of thing, neither believing in the concept of free trade, nor in
the concept of high protective tariff. It would approach the problem
realistically, not being under the thumb of industry, which might have
some very selfish reason why they might want this, nor under the
thumb of those who would theoretically believe that such a thing
should be carried out. As Senator Malone has stated, it would work
under a concept that might come up with a formula for developing a
more favorable climate for trade in the minds and the thoughts of
those across the waters.

Either idea is commendable, but using the Tariff Commission does
not arrive at the solution to this problem and, therefore, I believe
that it has got to be a separate group. I believe it has got to be a non-
partisan group which is not dedicated to either one of those two
concepts.

Senator BENNETT. Well, of course, you have the hope, and with all
apologies to Dr. Piquet, that you can find a group of five intellectual
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robots, who will come up like a Univac machine with the right answer
leaving out all aspects of Government policy, or anything else?

Senator PAYNE. I believe that they will come up with a better answer
than has been come up with yet, Senator.

Senator BENNETr. Well, you are going to, as I see it, you would set
that Commission the task of going back over all the ground and re-
constituting all the basic facts that exist already in the Tariff Com-
mission, or if you are going to send these men to the Tariff Commission
to get their facts, then why not put the Tariff Commission to the task?
Now as I see it, you have five tasks that you are going to assign to this
Commission.

First, it would be the job of the Commission to decide which of
these goods could enter in greater quantities without harm to domestic
industry. If that is based on facts, and not on opinion or belief or
political predilection, then you have already in the Tariff Commission
a commission with the facts and it would seem to me that would be a
rather simple job to assign to the Tariff Commission.

Senator PAYNE. I would like to have Dr. Piquet, if you will permit
me, answer that.

Senator BENNETT. I would be glad to hear his answer.
Dr. PIQUET. That is a technical question that I do feel free to answer,

Mr. Chairman. The 20 years I have been associated with this work
in Government, almost half of them at the Tariff Commission as Chief
of the Economics Division, have been confined to studies of statistics
and facts which you quite properly state are relatively readily avail-
able.

As contemplated in Senator Payne's bill, the new Commission would
be looking, not for statistics on actual imports, but for something that
is not available statistically, namely what new goods could be imported
without injury to domestic producers. In other words, the kind of
product that we would be interested in importing, I should think,
would be those that do not show up in the statistics at all, by virtue
of the fact that they do not now enter the country.

Senator BENNETT. Don't you think the Tariff Commission, with a
new assignment, could discover those products?

Dr. PIQUET. If you substantially increase the appropriation of the
Tariff Commission and add to its staff, they probably could, but the
Tariff Commission as constituted today is probably the most over-
worked agency in the United States Government.

Senator BENNETT. Then your answer is no?
Dr. PIQUET. That is right.
Senator BENNETT. The next proposal is that you permit this Com-

mission to set up quotas on a percentage basis in respect to particular
imports on the theory that we can stand so much of it but we can't
stand any more?

Senator PAYNE. Right.
Senator BENNETT. Isn't that something that the Tariff Commis-

sion has prepared on the basis of its existing information to give you?
That has to do, as I understand it, with imports that are already
coming in.

Senator PAYNE. They vould have to have the other information
that would be developed by this Commission in order to arrive at that
determination. As you will note, this Commission that I propose, will
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work with other agencies of the Government in coming up with their
recommendations to the Congress for enactment of legislation that
will put into effect this type of a proposal.

Senator BENNETT. We have already had a commission outside of
the Tariff Commission which has come to be called the Randall Com-
mission, and that just brings us back to the responsibility we had in
the first place, and it seems to me that if we are going to continue to
face these problems by ignoring the agency that has been set up and
established and which has been supplied with the facts, to set up an-
other outside agency to do part of its work for it that we are not
getting anywhere and we would be much better, and I say this in all
friendliness, to make the law with respect to the responsibilities of
the Tariff Commission, increase their appropriations, if necessary, but
not set up two tariff commissions, one carrying its present responsi-
bilities and another new tariff commission trying to draw a pattern
out of facts which you say the present Tariff Commission does .not
have but which it obviously could get.

Now, the other three things in your propsal as I read them, first you
are going to have this Commission work up a definition of injury.

Senator PAYNE. Injury, yes, sir.
Senator BENNETT. Now it seems to me that either the Tariff Com-

mission or the Finance Committee and the Ways and Means Com-
mittee can work up that definition.

And your last two, which would recommend the powers that the
President has to reduce or suspend tariffs, or to restrict imports and
exports, it seems to me that responsibility belongs fundamentally to
Congress, and we are in the process now of trying to decide as the
Senate Finance Committee, what recommendations we shall make to
the Congress with respect to limitations or restrictions or increases in
the power of the President, so it seems to me ihat we can abolish what
you want to accomplish by amending the present law and changing
the assignments to the Tariff Commission without going through the
process of setting up a whole new organization within the Govern-
ment and from that point of view, I would prefer to approach it
through a readjustment of the pattern of the Tariff Commission than
to set up another new outside commission and wait 2 years or so
before we come up with the answer. I say that frankly and in a
friendly fashion because I like the approach. I think it is a down-
to-earth and a very valuable point of view from which to attack the
problem. But I believe we can accomplish it through changes in ex-
isting facilities rather than trying to set up a new commission.

Thank you, Mr. Chairman.
Senator PAYNE. Mr. Chairman, if I may just make an observation.
I know, of course, Senator Bennett, what you are aiming for and

it is a concept that I am very firmly in support of. That is to not
create new agencies of the Government or new commissions when we
have an agency already existing that can undertake the work. It, of
course should be borne in mind that if such a proceeding was to be
carried out under the existing Tariff Commission, that of necessity,
sufficient funds would have to be made available for them to under-
take the type of work required.

Now the members of this committee, and the Congress, of course,
would have to determine whether or not it were reasonable to have
a strictly partisan committee on a 3-3 basis, 6 members, to do this
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work. It would have to be determined whether they would sit there
and bring in, let us say, whatever is needed in the way of experts in
the field who have a nonpartisan and a free approach to this thing,
to bring in the recommendations that would come up finally through
to the Congress.

Now it is true that this committee and the Congress can come up
with certain determination in connection with this law. I am afraid,
however, that we are not going to come up with determinations, as
we are presently constituted, on a selective basis, determinations that
will clearly pinpoint where injury exists. I say also that injury must
be defined. We must determine what we mean by injury, which is
not clear at the present time and which has not been recognized by
the administration through the years this act has been in effect. I
other words, there have been very few cases where on recommenda-
tions of the Tariff Commission, that injury has been suffered, where
their findings have been upheld by the administration. I believe that
injury must be specifically defined so that when injury does pertain,
and it is found by the Tariff Commission, that the Congress is aware
of that fact, and that action is taken by the responsible parties to sus-
tain that injury and to protect American industry. I believe that
as a result of the findings of the group which I propose, that definition
can be arrived at, that the selective areas where injury may obtain
will be pinpointed. We can likewise develop a much clearer and a
freer atmosphere for the development of trade, both from our side of
the picture and also from the other countries of the free world.

ow do you get at it? I have no pride of authorship. It is a sug-
gestion that I offer to the members of this committee for considera-
tion. The only thing that I would hope is that sometime before too
long and before we havq allowed damage to be done to ourselves, that
we come up with a hard core. We should set up a definite under-
standing of this situation and go at it in a practical manner without
selfishness or anything except a desire to bring about that which I am
sure all of us want to see happen. How do you do it? That is en-
tirely up to the members of this committee, of course, and to the Con-
gress.

The CHAIRMAN. Thank you very much, Senator Payne, for your
contribution.

Senator MALONE. Mr. Chairman.
The CHAIRMAN. Senator Malone?
Senator MALONE. One thing I would like to clear up again. I have

tried to on occasion on the Senate floor. There seems to be a concept
that anyone who wants to leave to the Tariff Commission an adjust-
ment of the duty or tariffs on a basis of fair and reasonable competi-
tion to give Americans equal access to the American markets is for a
high tariff. The good adviser there says that it is not workable, or
someone has said it is not workable, but it is like the fixing of freight
rates. If you make a mistake the first time then even the women
and children know what it ought to be the next time because you try
it, and the Tariff Commission on a flexible basis can keep trying until
they get it right.

I want to say again for the record that I have never heard anyone
say they are for a high tariff, or that they want to protect business
on that basis. I have heard it said when they are on the other side, that
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they want a lower tariff so that even more of the products of certain
kinds can be shipped to this country without such protection.

I certainly am not for what you consider a high tariff. I am for
equal access to the American marketstf the American producer. Now
that does not seem like too much to ask. Let us go on the next item.

Many of these products have never had a tariff, as the good adviser
knows. Maybe 55 to 60 percent of these materials never have had a
tariff because it was not supposed by the Tariff Commission or the
Confess that they displaced an industry here that is of enough mag-
nitude or could produce a product at a fair price. It has been brought
out here, of course, that you can produce anything here. They just
produced a diamond the other (lay, a little high cost, but they pro-
duced one. Nobody is going to say that diamonds should not come
in here without a tariff unless a diamond can be produced here at a fair
cost. Then there might sometime be consideration given to that indus-
try. Now that is the way that these things have been done for 75 or
100 years, not always correctly, but always groping for the right
answer. There is a continually changing economy between the eco-
nomical structure of the chief competitive country and our own. That
is the reason a flexible duty is necessary in my opinion. Now what we
are trying to do probably, if we think it through, is to build the plants
in those countries, mostly with the taxpayers' money, and to force
trade on them beyond their ability to pay-in other words, beyond
their earning power each year-unless we do furnish markets for them
to sell the stuff.

Now they called that a dollar shortage. You and I can have a
dollar shortage in 1 way, they can have it in 2 ways-by spending
more each year than they earn and by fixing a price in dollars on
their currency above the market price. With a dollar shortage then,
if we want them to buy more products we give them the money to buy
and we have done that continually with billions of dollars since World
War II. When domestic people have a dollar shortage we have install-
ment buying, so that for $20 they can pay on a radio or 5 years on a
car or something so that with a few dollars you can own a car or a
radio. We have not reached that point yet in foreign countries, but
I want to say that on a recent South American trip I crossed some-
thing that looks like it is starting.

They tell me in practically all of the South American countries-
Lhis comes right out of the feedbox-that they would rather trade
with the United States but "The Germans, the French, the English,
Belgians, the Netherlands come here and offer us 4 to 6 years' credit,
the Americans insist on 1 or 2 years' payment."

Well, I had a type of answer after I heard that a couple of times:
that it is our money they are offering you the credit with. We give
them the money to offer the credit to South American nations which,
if you analyze it, makes considerable sense.

To me, we should stop those payments so they cannot offer 4 to 6
years of credit in South America when our merchants can offer only 1
to 2 years. But in forcing the trade, you see, you have to find some
way to let them pay over a long term of years just like installment
buying here. Some think it is good, some think it is bad.

Now I think the suggestion made by the Senator from Utah makes
a lot of sense because, if you will just study the setup of the Tariff
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Commission, the only difference between them and a theoretical study
is that they know the situation, and they are already empowered to
make practically all the study tliat is necessary here. Or it would be
very easy to set up a reorganization of the Tariff Commission with no
reorganization of personnel necessary at all. That would give them
full blanket authority on the basis of fair and reasonable competi-
tion to set the duties and the tariffs and to determine a reasonable
price, that is what they consider an average reasonable price, in rela-
tion to the competitive price. As a matter of fact, I myself have
introduced a bill 3 or 4 times, it is introduced now, called a Foreign
Trade Authority, that would authorize such a reorganization.

I think that the Tariff Commission is an institution that could do
all the work necessary on a practical basis. The Senator from Maine
also has given us food for thought, and, Mr. Chairman, we should
think it through to this point: That it is not necessary to extend this
act. Let the Tariff Commission or any other commission study it,
and there would be no change in the setup at all as it now exists, un-
less the President himself served notice of cancellation on any of the
countries with which such trade agreements are made, and then it
would go back to the Tariff Commission to be decided on the basis
of fair and reasonable competition. What you apparently are look-
ing for is something that enables you to lower the duty below that
point of the difference in cost, without injury to the industry itself.
I understand what the Senator is after, Mr. Chairman. I think it
is a very desirable objective. But I think, if you allow this act to
expire, it will not change the situation at all and you can direct the
Tariff Commission or another commission to make the study.

The CHAIRMAN. Thank you very much, Senator Payne.
Senator PAYNE. Thank you, sir.
The CHAIRMAN. The next witness is Congressman Dorn.

STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF SOUTH CAROLINA

Mr. DORN. My name is W. J. Bryan Dorn, representing South
Carolina. Mr. Chairman, I have no prepared statement and I do not
plan to take up but very little time of the committee. I realize that
you have been very patient here in the last few days.

There is a point or two, however, that I would like to call to the
attention of the committee, and I want to say in the beginning, I am
not as familiar with the technical aspects of the bill or of the trade
situation in general as you gentlemen are.

However, I represent a district which is a large textile manu-
facturing district and used to be a large cotton-producing district, Sen-
ator George, but we do not produce much cotton any more.

Senator MARTIN. Mr. Chairman, would you identify yourself as
to your State and district?

Mr. DORN. South Carolina.
Senator MARTIN. I am sorry, I did not hear you.
Mr. DORN. I gave it to the reporter.
Senator MALONE. What district?
Mr. DORN. Third District.
Senator MALONE. What part does it take in?
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Mr. DO N. Southwestern part of the State, right at the Georgia line
and the Savannah River, about 100 miles of the State and I was inter-
ested several days ago in the testimony over here, I have not read it,
only what I saw reported in the papers, the testimony of the Farm
Bureau Federation. Mr. Chairman, I am a member of the Farm
Bureau, and have been for a number of years and also of the National
Grange, and at my local meetings at the grassroots level in Greenwood
County, S. C., I have never heard this question discussed of reciprocal
trade, so, therefore, I questioned it-maybe I should say the advisabil-
ity of the national head of the Farm Bureau from another section of
the country coming up here, pretending to represent the farmers of the
whole country.

However, I do think the State president of the Farm Bureau in
South Carolina goes along with that. However, I have not received
any single letter from the Farm Bureau or the Grange on reciprocal
trade. My own personal viewpoint is this:

Living on the farm, never lived anywhere else except, Route 1, Route
4, Greenwood, S. C., I no longer grow cotton, Senator, on my farm.
Why? I can no longer make any profit growing cotton. I have gone
into the cattle business. Before reciprocal trade in 1934 we grew
cotton.

(Discussion was continued off the record.)
Mr. DORN. What I was starting to say, Mr. Chairman, is that in

1933, the year immediately prior to the adoption of the reciprocal
trade agreements, we exported 8,300,000 bales of raw cotton from the
United States, 60 percent of the crop of that year. Now the farmers
were led to believe this was a high-sounding phrase, reciprocal trade.

We thought we would get to sell maybe even more cotton abroad than
the 8 million raw cotton but lo and behold, in 1952, and I got these
statistics from the Bureau of the Census and I think the Department of
Agriculture would back us up'-we exported only 2,800,000 bales in
1952. It is true that we hope it will be more this year or was more last
year, but my point is this:

Who buys most of the cotton grown on the cotton farms of Georgia
and South Carolina and the other States of the American Union?

Is it the Japanese? Is it the English? Is it the Germans or is it the
Italians or the people in India.? I submit, Mr. Chairman, it is the
textile manufacturers of the United States of America.

Senator MALONE. Amen.
Mr. DORN. 70 percent of our cotton is bought by our American

textile manufacturers. I heard one of the gentlemen on the floor of
the House talk about John C. Calhoun and all of it went back to this
low tariff. He represents the cotton-growing Delta of Mississippi. I
said to him and I repeat today it is the Springs, and the Cannons of
South Carolina and North Carolina and the Fall River men of Mas-
sachusetts, they are the ones who buy his cotton.

Last year Japan imported 2,400,000, only 800,000 of which was from
the United States so the textile goods that they propose to bring back
into the United States will be principally from cotton grown in Brazil,
Mexico and other sections of the world.

How can that possibly help my people? I have quit growing cotton
but the people who still grow cotton in the southeastern part of the
country, Senator George; how can that be of any possible great bene-
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fit to them if we lower the tariff on Japanese textiles and injure our
textile industry in this country? We have injured the crowd that buys
most of the cotton and I respectfully submit that to the committee.

And I want to emphasize again that a lot of these things that come
from national headquarters have not been discussed at the local grass-
roots level. Kind of like a letter I received last year from a large
college in my district on the Bricker amendment which said:

"We unanimously oppose the Bricker amendment."
I went back home last year and I found out that didn't any of them

know what it was about.
They had gotten word from New York or somewhere that they were

supposed to go on record as being opposed to the Bricker amendment.
I think, sometimes, these people who come in here and testify are

not quite as familiar with the farm problem and with the manufac-
turers in West Virginia of glassware and chemicals and things of that
kind as they might be.

I do have a high regard for this committee and I feel sure you are
going to thresh out this problem.

Mr. Chairman, I would like to say this: There has been a long, hard
fight in the South. I cannot speak for the New England textile indus-
try although I have always had a very sympathetic regard for their
problems, it has been a long hard fight in the South to get our textile
industry up to where it is today, decent wages and fine homes and nice
streets, they are enjoying things today that I know of my personal
knowledge they never had before, radios, TV sets, washing machines,
and such things. The average textile wage is $1.29 in South Carolina
and I want to submit this, Mr. Chairman, that a lot of those homes
down there are made almost rent free to the people there, their buying
power is great, they do not have to pay $100 a month for an apartment
or for a home like they do around Washington.

The textile employee in my hometown is paying rent of $5 and $10
a month for a beautiful brick home, so he has more buying power, he
buys a lot of wheat bread, he buys meat and if you are going to hurt
him and hurt the textile industry of this country, you are going to
hurt the cattleman, the wheat farmer, you are certainly going to hurt
the cotton farmer and I say to place his standard of living, which he
fought so hard for, in direct competition with slave labor and that is
what it is, in Japan and in any other foreign country, then it is cer-
tainly most unfair to him.

I was in Japan, Senator George. Whose money built and revived
the textile industry of Japan? It was the United States dollar, of
course, and we built it up and people say, "Oh, well, we can outproduce
them; we have more technology, we have more of the know-how."

Mr. Chairman, and gentleman of this committee, the textile indus-
try of Japan is just as modern as ours. They are likewise just as
skilled. Their labor is practically as efficient, and if we give them this
shot in the arm, this encouragement that they want, I submit they
will take over the textile export business of the world in 3 years and
then they will run over here again and say we must lower the tariff
again or they are going Communist. Yet we will be the ones under
this bill who will give them incentive to expand their business, use
more slave labor, they are already working 56, 60 hours a week at 13
cents an hour, this might be the incentive they desire to expand their
workweek to 70 hours or maybe lower the wages on their people so
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they can capture more of the world market. We have outlawed slave
labor in the United States, we do not let things made in the prisons of
the States of this Union flow in interstate commerce.

We have antitrust laws, we have a minimum-wage law, we have pro-
tected the people in this country and to throw us into direct competi-
tion, any industry in this country, with slave labor certainly I think
it will hurt the whole Nation and the free world.

It will hurt not only the people of this country but we are the heart
and core of the free world, if we have a depression or recession in in-
dustry in this country, it will hurt all the free world. We are the
heart and core of it.

One other thing. In Pakistan, Senator, I understand that they
took our money, built textile mills where there were previously none,
then the minute these textile plants were constructed and in operation
they placed a high tariff around the country to keep textile goods from
the United States from coming in there. It is the operation of this
plan or these trade agreements that I object to. Now, I am not per-
sonally opposed to reciprocal trade, of course not. I am from a section
of the country that has always traditionally advocated trade, but not
on a basis like this bill. There has never been anything like this be-
fore in the history of this country, take the taxpayer's dollar and
develop industries abroad and that country, in turn, throw a tariff
around the boundaries of that country, infant industry, protect that
industry and sell some of the same products back to this country. It
is ridiculous, Mr. Chairman, in my opinion, for a nation which is tl}e
largest textile-producing nation in the world, to in turn, have to agree
to any kind of trade agreement where we have to buy so many textile
goods.

Suppose this country could do it. I do not think we can, but sup-
pose we could grow coffee, and then we went out with Government
money given to us by Brazil and encouraged people to grow coffee
and then turn around and tell Brazil we want you to take some of this
coffee into your country, it would be ridiculous and I submit it is just
as ridiculous to the greatest textile-manufacturing country in this
world to make an agreement by which we have to buy back so much of
these goods in direct competition with our own.

It was my understanding when reciprocal trade was established in
the beginning, it was intended that nations with surplus commodities
could sell to other nations that needed those goods and vice versa.

I think we have gone far afield. We have let internationalists
creep into this proceeding and they do not represent the best interests
of the United States, in many cases, but they are representing some
foreign ideology which is foreign to that which made this country
great.

One other point, Mr. Chairman, and that is on the continual, ever-
lasting delegation of the power of this Congress to the President, the
Supreme Court, or any other agency of the Federal Government.

It is alarming to my people, that is one reason why you had some
terrific opposition to this bill in the House for the first time is because
we are getting tired of surrendering the power of this great body.

I have more confidence in you Senator, than I do someone down-
town that is not familiar with the problems of your State, and I think
the Congress is the one to say how much power should be delegated
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and we should regulate through the Tariff Commission, and put some
restrictions on the President as to how far he can go.

Now that is my testimony, Mr. Chairman. I could go on, but I have
business on my side of the Capitol and I want to thank you gentlemen
for permitting me to come here as a layman, and give my viewpoint
on this thing.

I think it is going to hurt the farmer. It is doing it.
We are losing foreign trade, we are not any better off now, I do not

think, than we were some years ago and talk about the dollar shortage,
I was overseas in the last war, and the foreign nations have more dol-
lars today in my opinion by virtue of American soldiers spending
money all over the world, by more tourists going abroad than ever
before, by foreign aid, by mutual security, they have more dollars than
they ever had before in the history of the world, that is my testi-
mony, Mr. Chairman.

The CHAIRMAN. Thank you very much, Mr. Congressman.
Are there any questions? Senator Carlson.
Senator CARLSON. Mr. Chairman, the Congressman and I are both

farmers in our own right and I am greatly interested in his testimony
here today because I think he represents a section of the Nation that
is concerned about exports, farm exports in the way of cotton. I have
some problems with wheat.

Mr. DORN. Yes, sir.
Senator CARLSON. And I think it is only fair to state that on the

basis of the testimony of Mr. Earl L. Butz, Assistant Secretary of
Agriculture, before this committee on March 2, he made this inter-
esting statement in regard to both of these crops and I think it ought
to be made a part of the record and I quote from his testimony:

We need a further increase of exports of some of our basic crops such as cot-
ton and wheat. During the calendar year 1954 our exports of raw cotton amount-
ed to the equivalent of over 6 million acres of cotton. This amounts to almost
one-third of the entire cotton crop harvested last year. Our exports of wheat
grain and wheat flour in 1954 represented the equivalent of more than 14 million
acres of wheat. This quantity of wheat exports is equivalent to 26 percent
of the total wheat acres harvested in the United States last year. For the cal-
endar year 1954 our exports of unmanufactured tonnage of all kinds were the
equivalent of almost 1 acre Out of every 4 harvested. In the case of rice our
1954 exports represented more than 22 percent of the harvested acreage. In addi-
tion to these exports of raw and semiprocessed farm products, we exported siz-
able quantities of these same products in their manufactured form such as cot-
ton textiles, cigarettes, macaroni, cereals and so forth.

Mr. Congressman, I am as interested in the preservation of our
American market as anyone can be but I also feel that export trade in
my opinion, is most important to the American farmer, and it seems to
me that we ought to do everything we can to encourage it and not try
to limit it completely to domestic consumption of the produce we
produce.

Mr. DoRN. Senator, you are exactly right, and my point there is
under this-under these agreements, we haven't exported as much as
we should have. We have been a little lax in making deals with these
foreign countries, we should insist on them taking more cotton and
more wheat. A lot of the wheat which we have exported has been
given away. We are not exporting as much as we used to. In 1924
I believe, if you will check the record, we exported more bushels of
wheat and we got paid for it, than we do today and I certainly agree
with you that we do produce a surplus of wheat and cotton and we
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would like to sell as much of it abroad as possible. It is not going
to help the cotton people to put more dollars in the hands of the
Japanese to turn around and buy still more cotton from Brazil and
Mexico.

I think, if I remember correctly, Secretary Dulles, witnessed last
year on this very thing, said this will put more dollars in the hands
of the Japanese.

It subsequently did but the record will show that they increased
their buying of cotton from Mexico, and the cotton acreage, Senator,
of Brazil has greatly increased the last few years. I am not blaming
all of this, of course, on the reciprocal trade arrangement; there are
other factors. But they are increasing their acreage every year in
Mexico, Egypt, Brazil, India. 'Where are we going to be in 10 or 15
years?

Senator, I appreciate your bringing that point up.
Senator CARLSON. I don't think there is too much disagreement

between the Congressman and myself on foreign trade and the need
for it. I stated to the Secretary that I thought we had been outtraded,
and I think the record will prove it.

Mr. DORN. I agree with you.
Senator CARLSON. That is all.
Senator MALONE. You are a kind of a breath of fresh air in this

committee.
Mr. DORN. I apologize for taking so much time.
Senator MALONE. I think if you took up more time, we probably

would be better off. You sound like one who is giving us his reactions,
and you see where it is going. As a matter of fact, you have been
abroad. I have been in most of these countries of the world except
in the Kremlin and the Iron Curtain countries.

Aren't they continually increasing their acreage of both cotton and
wheat, and every other kind of a crop that is adaptable to each of the
countries, every year?

Mr. DORN. The record will show it is increasing at an unbelievable
and a most fantastic rate. It is being encouraged by a lot of our
people.

Senator, this has been one observation, and I might say I cast no
reflection on the State Department or our people who are supposed
to represent this country abroad, but it has been my observation that
they, a lot of the time, represent the country where they are sent, in-
stead of the United States, that they are sent over there to represent.

Senator MALONE. Mr. Dorn, as a matter of fact, it may be that we
take it for granted that we have all of the know-how and the knowl-
edge and that we are going to increase our trade, and isn't that the
ambition of every country in the world, to do the same thing?

Mr. DORN. Absolutely.
Senator MALONE. The only way they can increase theirs is to raise

more of the things we are trying to sell to them.
Friday, the last day we met, I put in the record a rather extensive

article out of the Wall Street Journal that pointed out that in Geneva
on GATT, they were bringing up against us that we were forcing the
sale of these farm products, and other products, throughout the world,
and we were hurting the nation where we were forcing them to take
this material, and further, we were not living up to the trade agree-
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ments ourselves because of the fact that we were subsidizing foreign
trade.

Did you happen to see any article like that?
Mr. DORN. I don't know about the article, but I know that, to my

personal knowledge, it has been going on.
Senator MALONE. That is true.
Mr. DORN. Yes, sir.
Senator MALONE. Of course, that is true, that Japan and other na-

tions are trading with Central America, South America, and Mexico,
and with other countries wherever there are no restrictions, where
they can get it cheapest. That is what you meant. They are trad-
ing just like any good smart trader does, where they can get it cheaper,
and they buy it there.

The only way we can compete in the world market with any of these
countries is to have a two-price system, isn't it?

Mr. DORN. It looks like it, if we are going to continue with this kind
of a program.

Senator MALONE. Now, you mentioned the dollar shortage. In the
dollar shortage, we have tried to make that up ever since World War
II by direct appropriations of billions of dollars to these nations to
buy our goods. That is the theory, isn't it?

Mr. DORN. That was the idea behind it.
Senator MALONE. That comes pretty close to our installment buying

here, except our installment buyers have to pay the debt finally, and
they don't have to pay it.

Mr. DORN. That is right. We owe more money than all of them
put together.

Senator MALONE. As a matter of fact, the national debt, plus the
State and municipal debts, add up to more than the tax valuation of
all the property in the United States.

Under the Tariff Commission setup, to which this regulation would
revert under the 1930 law if we were not to extend the 1934 Trade
Agreements Act, it leaves in the hands of the Tariff Commission the
responsibility of setting the duties or tariffs on a definite principle,
does it not?

Mr. DORN. Yes.
Senator MALONE. That principle is the difference in cost in this

country and the chief competitive nation. Some call it fair and rea-
sonable competition. That would give our producers here equal ac-
cess to the markets of America. It would give your textile plant&v
equal access to Americdn markets with the Japanese plants.

So what they are trying to get is an advantage over the domestic-
producer; isn't that correct?

Mr. DORN. That is right.
Senator MALONE. If you lower that duty below that differential be-

tween the cost in Japan-and I agree they have our machinery, they
have our know-how, they have our superintendents and people that
absolutely understand the business, and the textile worker there is just
as efficient as he is here after a short training-then it is really the-
difference between the wages there and here, plus the water trans-
portation; isn't it?

Mr. DORN. That is right.
Senator MALONE. You are paying $1.29 down there, and they are-

paying 19 cents an hour.
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Mr. DORN. And in India, 9 cents an hour.
Senator MALONE. So small that it is almost indiscernible at points.
Mr. DoRN. That is right.
Senator MALONE. What you would like, then, as I gather, is to leave

this in the hands of an agent of Congress, such as the Tariff Com-
mission (or another commission, if we want to reorganize the Tariff
Commission and call it something else), but put it, on a definite prin-
ciple, so that your industry, and all industries in the United States
would, have that simple protection of fair and reasonable competition?

Mr. DORN. Personally, I absolutely agree with you but I do trust
the judgment of this committee to amend this bill or do whatever is
necessary to rectify the injustice.

Senator MALONE. I call your attention, Mr. Dorn-and I personally
appreciate your appearance here

Mr. DORN. Thank you.
Senator MALONE. As long as this responsibility has been trans-

ferred to the State Department, that is, to the Executive, which means,
for all practical purposes as we all know, the State Department-

Mr. DORN. Senator, if you will pardon me right there, I was on a
television program here not long ago, about this very subject, and I
was amazed to see some of the people who always advocated foreign
aid admit that it was a failure, and that they who represent that
State Department way of doing things and the State Department
idealism, I was amazed to find, now advocate free trade-the term
they use is "Less aid and more trade."

The same crowd that have gone all over the world throwing away
50 to 100 billion dollars of the American taxpayers' money now admit
that it didn't buy friends, and as a consequence of that they are now
going to have free trade and less aid.

In other words, let's keep this crazy idea going until this country
is bankrupt, until our industries are destroyed, and some day we will
have to stand before the commissars of the U. N.-and that is what
they will be if we bring Red China, and all, into the U. N.-and beg
for any trade at all. That is true about everything they go into.

When relief was administered by the Salvation Army and the Inter-
national Red Cross, it was well done, but when we turned it over to
some of the striped-pants boys in cutaway coats, it became the most
colossal blunder, and in the case of UNRRA it did more to help con-
tribute to communism than anything else.

When they took over the military operations in Korea, they did
it the same way, with the same disastrous results. That is why we
had to pass a Formosan resolution this year, which I voted for.

That crowd will do the same thing in trade as they have done in
military tactics and in the field of administering relief; America will
be the one to suffer.

Senator MALONE. I find that they use these slogans-and I pinned
the slogan of "Trade, not aid" on the Chancellor of the Exchequer,
Mr. Butler, immediately after he created it in 1952. The slogan
"Trade, not aid" was created by Chancellor of the Exchequer, Mr.
Butler. We mouth these things. Most people don't understand that,
or realize where they originate.

Mr. DORN. I understand the Marshall plan came from London,
England.

313



TRADE AGREEMENTS EXTENSION

Senator MALONE. There was some doubt whether Mr. Marshall knew
it was in his speech. Within 90 days they took it on the second bounce
over there and told us how much was going to be needed.

The Constitution of the United States, article I, section 8, puts the
responsibility of fixing duties and imposts-we call them tariffs-
definitely in the legislative branch.

Mr. DORN. That is exactly right.
Senator MALONE. Then we designated the Tariff Commission as the

agent of Congress for a delegation of the power on the basis of the
principle we have already outlined. That was done in the 1930 act.
In 1934 the act took this constitutional responsibility bodily and put
it in the hands of the executive, not on the basis of fair and reasonable
competition, on no principle at all, but allowing him to lower any
duty he wanted to lower.

For all practical purposes, it is in the hands of the State Department
on the basis of any international situation, what might be considered
by anybody to be the overall good to the national economy, and many
other factors; is that not true?

Mr. DORN. That is true. I saw something in the papers the other
day about a company in Morgantown, W. Va., entering suit in the
District of Columbia court, naming the Secretary of the Treasury as
the defendant. I know nothing about it, only what I read. My per-
sonal opinion is that we will hear more about this. This company will
be joined by others if we continue to pass unconstitutional legislation.
It will be fought out in the courts of the country and should be if we
continue to delegate our powers to the Executive. It is plain in the
Constitution that the Congress shall regulate trade and tariff.

Senator MALONE. We amended the Constitution of the United States
in 1934 by a simple act of Congress without referring it to the States.
That suit to which you refer was filed on February 28, Monday, while
I was making an address on the floor, and you will find it on page
1868 of the Congressional Record of that day. I hope you will take a
look at it, and I would like to hear from you further on it, sir.

Mr. DORN. Thank you, sir.
Senator MALONE. As long as the power to regulate tariffs remains

in the State Department, we have the Geneva Agreement on Tariffs
and Trade, making further concessions. We have the United Nations
Assembly passing a resolution setting up another trade organization,
and we have the proposal of the International Trade Organization
which was submitted to this body and turned down. Then the State
Department immediately formed the International Materials Con-
ference, which did the same thing as the International Trade
Organization.

In other words, a band of foreign countries, if they can get us to
sit down in the game-and as long as it is in the hands of the executive,
we are in the game-divide the markets of the world on the basis of
entitlements for consumption, which can only be interpreted to mean
on the basis of population. That is what we have done.

Mr. DORN. That is right.
Senator MALONE. If this act is allowed to lapse, everything remains

status quo, and all the agreements already made will remain in full
force and effect until and unless the President of the United States
serves notice on that country for cancellation. Then in 6 months that
would revert to the Tariff Commission on this basis of fair and reason-
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able competition. Everything on which there is not a trade agree-
ment reverts immediately to the Tariff Commission 1 minute after
midnight June 12. And it will be done on that principle laid down
by Congress, and Congress can change that principle at any time it
wants to.

That is what you are in favor of happening, as I understand it.
Mr. DORN. I am in favor of that personally. As I say, I trust this

committee to make any changes in this bill which the House did not do
to make it more workable and fairer to certain American interests.

Senator MALONE. As long as you leave it in the hands of the State
Department or the executive-

Mr. DORN. That will be difficult to do.
Senator MALONE. So long as you do that, you let these international

organizations run loose, it will be difficult. The minute it reverts to
the Tariff Commission on the basis of fair and reasonable competition,
which principle can be changed by the Congress at any time, then all
these trick organizations fall on their face.

Mr. DORN. That is right.
Senator MALONE. Isn't that where you want them to fall?
Mr. DORN. That is where I want them to fall.
Senator MALONE. I join with you, Mr. Dorn. I listened carefully

to your talk about the Farm Bureau and the Grange. I live in Nevada,
and a lot of my folks don't know anything about what is going on
in here. In my personal opinion, if people in communities like yours
and like mine actually knew the full import of what Congress is doing
and the full ultimate effect, they would march on us in Washington
without waiting for an election.

Mr. DORAN. I rather agree with you.
The CHAIRMAN. Thank you very much.
Senator MALONE. I certainly thank you, Mr. Chairman. I want

to join in the thanks to Congressman Dorn.
Mr. DORN. Thank you.
The CHAIRMAN. The next witness is Mr. 0. R. Strackbein, chair-

man of the Nationwide Committee of Industry, Agriculture, and
Labor on Import-Export Policy.

Mr. Strackbein, we welcome you, sir.

STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE

COMMITTEE OF INDUSTRY, AGRICULTURE, AND LABOR ON

IMPORT-EXPORT POLICY

Mr. STRACKBEIN. Mr. Chairman, my name is 0. R. Strackbein. I
think you stated my connection in calling my name.

Mr. Chairman, I would like to ask, if I may, that I be allowed to
read my statement without interruption, and then I shall be glad to
answer any questions that might be asked.

The CHAIRMAN. You may proceed, sir.
Mr. STRACKBEIN. H. R. 1, which is the subject of this hearing is

a holdover bill from the 83d Congress before which a similar till

failed of enactment.
On June 24, 1954, the Senate voted down by a tally of 45 to 32 the

bill introduced by Senator Gore of Tennessee to put into effect most
of the Randall commission recommendations.

59884-55-pt. 1-21
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H. R. 1 is the Gore bill, slightly modified, on the threshold of its
second trip into the Senate.

The Nationwide Committee of Industry, Agriculture, and Labor, of
which I am the chairman, was opposed to the Gore bill and is opposed
to H. R. 1.

Mr. Chairman, at the end of my testimony I would like to insert
into the record the membership of the Nationwide Committee of which
I am chairman.

We oppose specifically, among other things, the added powers,
reaching far beyond tariff rates, that this bill would give the Presi-
dent. No such powers were granted in either the original Trade
Agreements Act of 1934 or in any of the 8 or 9 subsequent extensions.
The question arises why such greatly broadened powers should now
be sought.

Here is what H. R. 1 proposes by way of enlarging the President's
powers: It would clothe him with authority to enter into trade agree-
ments containing provisions relating to tariffs, import and export
quotas, customs formalities and to other matters relating to trade.

That such a proposal could be advanced seriously seems incredible.
If read alongside article I, section 8 of the Constitution which places
squarely on Congress both the power to regulate foreign commerce
and to lay and collect duties, the virtually unbridled power over trade
that H. R1. I would bestow upon the President only reflects the dis-
esteem in which the Constitution is held by those who shaped the bill.

But why this grasp for power?
The answer is not so far to find. The fact is that the Department

of State has in the past 8 or 10 years made free to exercise powers as
broad as those proposed in H. R. 1 without the approval of Congress.
Some cognizance of the strong objections that have been raised against
this course of usurpation no doubt accounts for the apparent contri-
tion represented by H. R. 1. It actually carries a request for authority
from Congress. However, the plea for an ex post facto ratification
of past error and illegality through enactment of the present bill also
represents a plea for preratification of unguided powers to be exercised
by the Department of State in any new international trade organiza-
tion that we might enter.

In point of time this request for very broad executive powers over
tariffs and trade coincides quite closely with the current revision of
GATT (the General Agreement on Tariffs and Trade) and the deci-
sion to submit only the organizational features of GATT to Congress
for ratification.

Thus, it seems clear that the proposal of greatly enlarged executive
powers over the regulation of our foreign commerce in H. R. 1 is no
accident. This conclusion is reinforced by the State Department plan
to limit any ratification powers to be exercised by this Congress in the
field of international trade to ratification of the organizational features
of GATT. If further confirmation of this plan is needed it will be
found in the character of the caveat written into H. R. 1 in the Com-
mittee on Ways and Means of the House.

On several previous occasions the Congress added a precautionary
note to the trade agreement extension bills as passed. This note was
worded as follows:
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The enactment of this Act shall not be construed to determine or indicate the
approval or disapproval by the Congress of the executive agreement known as
the General Agreement on Tariffs and Trade.

This caveat was offered as an amendment to H. R. 1 in committee;
but a substitute version was adopted as follows:

That the enactment of this Act shall not be construed to determine or indicate
the approval or disapproval by the Congress of organizational provisions of any
foreign trade agreements entered into under this section.

The difference is very clear and the change that was made is very
significant and should not be overlooked. That is why I am laboring
the point here. It was made only after consultation with the repre-
sentatives of the executive departments and advisers who principally
drafted II. R. 1 in the first place.

For several months now the Department of State has drawn a dis-
tinction between the trade rules of GATT and the organizational
features of that body. The trade rules represent the reason for exist-
ence of the organization that constitutes GATT. Otherwise GATT
would have no functions. It would be an organization centered
around a vacuum. It is the trade rules that give it body and some-
thing to do. Please note that the trade rules of GATT are not to be
submitted for ratification.

The significance of the new caveat as it emerged in the committee
amendment of H. 11. 1, read in this light, thus takes on a new aspect.
It means that the disavowal of any approval of GATT through
enactment of II. . 1 has been narrowed down to the organizational
features. There is actually not even any reference to GATT. The
language refers to any foreign trade agreements entered into under
the authority of 1-1. 11. 1. GATT is not a trade agreement entered
into under any section of 1-I. R. 1.

Thus the caveat is nieaningless even with respect to the organiza-
tional provisions of GATT. Possibly this was an oversight. But
what carries much more meaning is the omission of the trade rules
of GATT or the trade rules of any new trade agreement from the
caveat. This omission represented a conscious sidestepping of any
disavowal of the acceptance through H. R. 1 of the trade rules of
GATT.

In other words, the passage of H. R. 1 would of itself carry the
authority that might be exercised by the President, i. e., the State
Department, in any international trade organization the organiza-
tional features of ;hich might later be ratified by Congress.

In this way no further ratification of the powers to be exercised
by such an international trade organization would be necessary. These

powers would already have been conferred upon the President by
.R. 1. That is the significance of the proposed bestowal of broad-

ened powers of the executive.
It also explains, Mr. Chairman, the coincidence between this pro-

posed broadened power and the revision of GATT in point of time.
The effect of this divided or two-pronged approach would be to

accomplish what failed so completely in 1950 through the direct frontal
submission to Congress of the ITO charter. It is a matter of record
that the charter of the International Trade Organization (ITO)
failed to gain even a report from the House Committee on Foreign
Affairs after a hearing at that time; also that the Senate Foreign
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Relations Committee was not even moved to hold hearings. There-
after the charter died unmourned and unsung.

It seems to me then that one of the very important considerations
before the Senate Finance Committee right now is whether it will
want in effect to preratify any trade rules that may come out of the
revised GATT after the current revision is completed or to be in-
cluded in any new trade agreement made in pursuance thereof. These
trade rules relate to a number of fields covered by the general term
'regulation of foreign commerce." Valuation is one of them; import
and export quotas, another; tariff classifications yet another; most-
favored-nation treatment, et cetera, still others.

These are, of course, the very core of trade regulation; and power
to make trade agreements containing provisions carrying such regu-
latory devices would be handed over to the President in H. R. 1. Who
would then regulate the foreign commerce of the United States, the
Congress or the President?

So broad, indeed, are the proposed powers of H. R. 1 that the exe-
cutive would not be confined in his authority to implementation of the
trade rules of GATT in existing agreements. He could make other
agreements and extend some of the trade rules into areas not now
covered. The Japanese agreement could become an immediate ve-
hicle for the exercise of some of the broad powers.

On the other hand, it could be argued that these powers would not
be used immediately. At least any probable abuse of the powers would
no doubt be strongly disavowed.

Unfortunately we have the record of past grasps of power by the
State Department. Seeing how far that Department went without
authorization, it leaves us without much confidence in the exercise
of any restraint that the Department may now bespeak for the future.

It is said in answer to the objections to such broad grants of power
that Congress can at any time revoke them. In the first place, this
contention could be advanced only as a way of condoning unconstitu-
tional action; and should therefore be condemned. In the second
place, the exercise of unauthorized power in the field of international
relations represents extremely unsound diplomacy. It leads in-
evitably to one of two results under a challenge, both bad.

In the one instance it could mean serious disruption of international
relations, as would certainly result from congressional revocation of
powers previously granted and exercised in making agreements with
foreign powers. In the other instance it could mean coercion of Con-
gress by force of circumstances and moral obligation, as would be the
case if Congress, having previously delegated broad authority, sought
to reassert its powers during a period of high tension on the grounds
that the delegated powers had been abused.

Congress would have the choice on the one hand of assenting to the
alienation of its authority and thus becoming impotent in a field of its
constitutional responsibility or, on the other hand, of asserting its
power and pulling the temple crashing down on its head. Thus to
say that Congress would still be free to work its will even if it granted
unconstitutional powers to the Executive in the field of foreign trade
represents a deceptive lure.

Far better not to follow into such dubious paths in the first place.
There can no longer be any doubt about the intentions of the State

Department. These intentions have been road tested for 10 years or
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more. They are thoroughly seasoned and well established. That
Department has sought and still seeks to exercise the powers of Con-
gress in the regulation of foreign commerce, constitutionally if that is
possible, but in any event. It wants to use the bait of trade as a mov-
able adjunct of diplomacy. That is why it seeks to separate Congress
from its authority. Congress stands in the way. Two masters would
interfere with the effectiveness of the plan. The State Department
wants only one master and it wants itself to be that master, Constitu-
tion or no Constitution. It wants free elbow room and no staying
hand to restrain it or to spoil its maneuvers.

Actually the road blue-printed by that Department would lead con-
trol over our trade not only away from Congress but before long from
the President himself, no less than from the State Department itself.
Final power would soon be centered in an international trade organ-
ization, composed of an assembly, a council, a permanent secretariat
and a staff. In that organization we would have one vote.

Not only would the responsiveness of Congress to the electorate be
destroyed in this field, the responsiveness of the President would like-
wise fall by the wayside. In the field of trade representative govern-
ment and popular sovereignty would be circumvented if not indeed
subverted.

Therefore we urgently suggest that subsection (A) of section 3 of
the bill be deleted.

A confirmation of the great extent of unauthorized power exercised
by GATT so far as the United States is concerned, came in a recent
dispatch from Geneva printed in the New York Times. This news
item said that the United States was virtually assured of a special
waiver of the general rules against the continuation of import quotas
on agricultural products attracted by high support prices in this
country.

In other words, the United States may continue its import quotas
on cotton and wheat and other items under section 22 of the Agricul-
tural Adjustment Act.

Import quotas are, of course, a means of regulating foreign com-
merce. The upshot is that our State Department in agreeing to GATT
in 1947 agreed to a ban on import quotas, subject to GATT discretion.
This represented a bypassing of Congress and a highhanded disposal
of its constitutional authority. Even Congress itself could not bind
any future Congress in this manner.

The fact that GATT had to grant a waiver to permit us to do what
Congress has an unquestioned right to do shows what kind of an
agreement the State Department committed us to. It may be observed
that that Department is much bothered by the price-support program
because of the import quotas which the program justifies; and would
kick over the program if it dared. That this is no idle statement can
be concluded from the fact that we are indeed bound against use of
import quotas on industrial or nonagricultural products under GATT.
To date this binding has stood up, the powers of Congress to the con-
trary notwithstanding.

Thus we are fast approaching the situation described above. Should
Congress insist on its authority it might do so at the risk of upsetting
the harmony of the free world. Chains are sometimes forged of stuff
lighter than the air.
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Our next objection to H. R. 1 lies in its failure to correct the process
by which executive nullification of the escape clause has been carried
out. The facts are well known and need not be repeated. The record
is a dismal one and reflects a shocking lack of confidence in the Tariff
Commission. We urge that this committee rescue the escape clause
from the farcial state to which it has been forced by the Executive veto
since 1951, the year in which it was enacted. This could be done by
sending the Tariff Commission recommendations to Congress for final
disposition instead of the White House.

There are those who even bewail the very existence of the escape
clause on the ground that its very existence discourages imports. I
am sure the people who give that opinion have never looked into the
facts. The force of this contention may be measured by the trend of
imports in a number of items that have been the subject of escape-
clause investigation by the Tariff Commission.

Despite two applications to the Commission the imports of bicycles
rose from 66,000 units in 1951 to 900,000 in 1954. That doesn't look
like discouragement of trade to me, Mr. Chairman.

The imports of groundfish fillets have risen from 65 million pounds
in 1950 to 136 million pounds in 1954, also in the face of two Tariff
Commission investigations under the escape clause. And that does
not look to me like the discouragement of imports.

A similar trend may be noted in the imports of tuna despite one
escape clause investigation and a bill processed in Congress to put a
tariff on raw tuna in 1952. Obviously the escape clause has done
nothing to retard such imports.

Another failure of the escape clause is found in the Tariff Commis-
sion's interpretation of the term "industry." This interpretation has
been unrealistic in the breadth of the interpretation. Many of our
industries cover a multitude of diversified products. It is necessary
only to mention textiles and chemicals. -Hundreds of different items
are covered by such industries. Profitable manufacture of some items
may bear no relation to other items. Different items may be produced
in different branches of the industry, by different companies. Some
companies specialize in particular items. The skills of the workers
may be specialized. It is no help to them to know that large com-
panies with a more diversified production may reap a profit from the
manufacture of other items, while they themselves face unemployment
or curtailed workweeks.

The escape clause of 1951 was designed specifically not, only to pro-
vide a remedy for ownership of industry but for the workers, against
injury. The mere fact that some companies may be able to balance
profits from another source against losses in a particular item is of
no help to the workers engaged in the production of an item that is
being hit by import competition. Nor does it help the miller manu-
facturers or producers who do not enjoy broad diversification.

Senator MILLIKIN. I am somewhat familiar with the purpose of
the escape clause, and I agree 100 percent with what you say.

Mr. STRACKBEIN. Thank you.
This defect should be remedied. No great difficulty is involved in

clarifying the language.
We have other objections to H. R. 1, such as its 3 -year extension and

the ceiling of 50 percent on tariff rates, also the provision which would
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provide for cutting in half of rates on any items that are imported in
negligible quantities or not imported at all. The idea there seems to
be that if you don't have a problem, by all means, create one.

Anyway, the objections cited above are sufficient in themselves to
condemn the bill and the philosophy it represents.

I want to say this, Mr. Chairman. Senator Watkins of Utah has
introduced an amendment in the nature of a substitute. I want to
say it has many very good provisions in it, and I would certainly com-
mend it to your most serious consideration.

Thank you very much.
The CHAIRMAN. Thank you very much.
Are there any questions?
Senator MALONE. Mr. Chairman.
The CHAIRMAN. Senator Malone.
Senator MALONE. What in your opinion, Mr. Strackbein-and I

have watched your work with considerable satisfaction in your oppo-
sition to the destruction of domestic industries in this country-what
in your opinion is the final objective of this 21-year approach, with
all these trick organizations, such as GATT, the United Nations As-
sembly resolution, more recently setting up another international
trade organization, the proposed ITO, its rejection here and then
the almost immediate holding of the International Materials Confer-
ence by the State Department? They always hold us right up against
the iron with seemingly one approach, the division of the markets of
the United States of America with the nations of the world. What is
your idea on the broad basis of it, as to the final objective in these
approaches?

Mr. STRACKBEIN. I think the final objective is to place the control
of our tariff policy and the regulation of our foreign commerce in the
hands of an international organization. That certainly was the pur-
pose of the charter for an international trade organization and, as I
have brought out in this statement, it appears to me to continue to be
the policy as exhibited in H. R. 1.

Senator MALONE. Well, if that is true, then you remember that pecu-
liar designation that these organizations, at least one of them, used-I
think most of them have referred to it-and that phrase was "entitle-
ments for consumption," which meant a division of consumption,
(meaning markets) and production on the basis of population. If
they gain control-which they have done, but which we can take away
by not extending this act-but if they do gain this control, what would
be the ultimate result?

Mr. STRACKBEIN. I think the result would be that the responsive-
ness of Congress to the electorate in this country would be destroyed,
so far as its constitutional responsibility for the regulation of foreign
commerce is concerned, and I think that it would mean in addition that
our foreign trade would then be conducted in line with the plans or
ideas that would be in the ascendancy within this international organ-
ization.

Senator MALONE. Let's assume, then, that we pass this 3-year exten-
sion and we give them the opportunity they desire. Many of our
people are hundreds and thousands of miles removed from Washing-
ton, and they still have an idea that regardless of what Congress passes,
at least Congress believes it is being done for their good. If these
organizations already mentioned are successful, and they would be-I
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think you will agree with that conclusion-if we pass the long-time
extension of this bill with its provisions, what do you think would ulti-
mately happen to the markets and the production of the United States
of America.

Mr. STRACKBEIN. The plan would be to turn trade among the na-
tions into those channels which would permit the devotion of the
economic factors to the production of those products for which each
area of the country was best fitted. In other words, the dedication of
this organization would be to the development of free trade on the
principles and the theory of comparative costs and such other aspects
of the free-trade theory as are quite well known.

Senator MALONE. What you are saying, in effect, is that whenever
an article can be produced cheaper in another nation and transported
here cheaper than we can manufacture it here under our wage stand-
ard of living, theirs being lower in all cases, then they should be al-
lowed to manufacture it and ship it here; isn't that what you are
saying?

Mr. STRACKBEIN. Under the principles of free trade, Senator
Malone, each country should devote its productive resources to the
production of those items, agricultural and industrial, for which its
soil and climate, skills and resources, are best fitted, and if each coun-
try did so, then there would be a basis of mutual trade among all the
different countries. The trouble comes when different countries have
an equal capacity or equal advantage in producing the same items, the
same agricultural products, or the same industrial products. The basis
for mutually beneficial trade then disappears.

Senator MALONE. That would be axiomatic, if you had free trade
with other nations which, of course, you do not have because they have
raised their duties and tariffs and have other restrictions. Suppose all
were wiped out simultaneously, absolutely no restrictions, no fixing of
prices on currency, and we all went to work. Wouldn't that means
an averaging, a leveling of the wage standard of living, and so on,
throughout the world?

Mr. STRACKBEIN. It seems to me it would have that effect. It would
go a long way in that direction.

Senator MALONE. How could it help doing that? We have great
American investors, and I do not blame the American investor for
going into Africa and into Japan and building plants, because if we
adopt this-and some of them apparently think we are going to-
they can use that low-cost labor with our machinery, with our super-
intendents and foremen, and utilize the low-cost labor and ship it here.

Let's assume that their objective is attained. To the extent it is
attained, that is the extent that we would level the wages in this
country if this premise that I am outlining to you is true.

Wouldn't it mean an absolute leveling of wages and living standards
throughout the world?

Mr. STRACKBEIN. It would undoubtedly have that effect, but I can
see where the effect might not go as far as would appear on the surface.
Mind you, Senator, that the free-trade theory actually demands free
migration of labor, and we don't practice that. Therefore, to that
extent, the leveling down might not go as far as it would if you did
have free migration of labor.

Senator MALONE. If you have free imports of the products of low-
cost labor, what is there between bringing the labor here and leaving
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it where it is and producing it with the same machinery and same
efficiency except low water transportation?

Mr. STEAcxBEiN. I think that is something that has somewhat the
same effect, but does not drive as far as it would if you had free migra-
tion of labor. To that extent we are not practicing free trade.

Senator MALONE. Can you be consistent--
Mr. STRACKBEIN. We couldn't have free trade without removing the

immigration barriers completely, because labor is one of the primary
factors of production.

Senator MALONE. What is labor but just people? In other words,
how can you consistently advocate the import of products of low-cost
labor, let us say 19 cents an hour for a Japanese who will produce
just as much of anything after a few weeks of training by an Amer-
ican, and then be against free immigration? How can you be for one
and opposed to the other?

Mr. STRACKBEIN. Consistently, in theory, you cannot.
Senator MALONE. That is not altogether theory, I don't think, but

I wondered what your opinion was on it. I agree with you.
Mr. STRACKBEIN. In the theory of free trade, you must have free

mobility of all the factors of production, or you don't have free trade.
Senator MALONE. You have cheap water transportation between

you and absolute free trade; isn't that about it ?
Mr. STRACKBEIN. I don't quite follow your question.
Senator MALONE. Suppose in Cuba you have absolute free trade

with any other nation, like, we will say, South Africa. Transporta-
tion of goods manufactured there to the United States is the one item

ou would have between you and absolute free trade; whereas, if you
rought the low cost labor here, that would be absolute. That is a

very small amount, is it not?
Mr. STRACKBEIN. Yes.
Senator MALONE. I followed your testimony very closely. I fol-

lowed your work for the organization very closely for the last few
years. Do I understand you to say that you are supporting the situa-
tion as it now exists, that is, the transfer of the constitutional respon-
sibility of Congress to regulate foreign commerce and foreign trade
and set the duties, imposts, and excises which they were doing up to
the 1934 Trade Agreements Act through the Tariff Commission, an
agent of Congress, on the basis of the principle of fair and reasonable
competition? You were for that transfer of authority if the bill were
amended in the particular instances that you outlined.

Mr. STRACKBEIN. I think you must have misunderstood the testi-
mony, Mr. Malone.

Senator MALONE. I hope I did, but I followed it very closely. It
was amendments that you suggested, the only two amendments.

Mr. STRACKBEIN. I suggested the complete elimination of paragraph
A, section 3, of the bill, which would broaden the powers of the Presi-
dent.

Senator MALONE. I understood that.
Mr. STRACKBEIN. I also suggested that the Tariff Commission rec-

ommendations under the escape clause be sent to Congress rather than
the Executive. The principal control right now exercised by the Ex-
ecutive over the adjustment of our tariffs lies in the escape clause;
that is to say, the principal control outside of these international con-
ferences where tariffs are actually reduced.
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Senator MALONE. I don't so understand. That is the reason I am
asking you these questions.

In other words, you would leave it in the hands of the State Depart-
ment to continue to make the agreements, but then when an industry
comes in for relief under the escape clause, when they recommend
escape-clause action, that the Congress instead of the President would
say whether or not it would be accepted? You would leave the author-
ity in the State Department, which, of course, is where it is-it is all
just a form that it is in the President's hands-to continue to make
the agreements?

Mr. STRACKBEIN. Mr. Malone, we feel that the State Department
has about exhausted what remains of any bargaining powers in our
tariff rates. We do not believe that the State Department should long
continue to exercise any such power. We believe that the tariff rates
have already been reduced to a level where in a number of instances
injury from import competition has already set in. We believe that
if bargining was justified at any time in the past, that justification
has just about disappeared. We don't think there is much left to bar-
gain with, as I have just said.

Secondly, we believe that having reduced our tariffs as far as we
have, by 75 percent across the board, it becomes wrong in principle
and wrong morally to try to buy a market in some foreign country
for one industry at the expense of a domestic industry in this country.
We think that is wrong. Insofar as this bill would give added pow-
ers in that direction, we are certainly against it, unless-and this
underlies all of it-we have an escape clause that provides a real
remedy.

Senator MALONE. Well, Mr. Strackbein, I understood that. How-
ever, the State Department, in my judgment, and in the judgment of
many people in industry, has already exceeded that reasonableness
that might have had some merit.

In other words, they have already injured the industries, as you
have so ably said.

You understand that if we do not extend this act, it does not impair
the trade agreements already made. They remain in full force and
effect until the President himself shall have served notice of cancella-
tion on the country with which such agreement has been made. Then
in 6 months that particular trade agreement would be null and void,
and that tariff would revert to the Tariff Commission.

You understand that?
Mr. STRACKBEIN. I understand that.
Senator MALONE. Then no harm would be done by the lapsing of

this 1934 Trade Agreements Act, unless we want to make further
trade agreements. Then if the President should make up his mind
that one of them was unfair, he could simply notify that country, and
within 6 months it reverts to the Tariff Commission, which would
then fix the tariff on that basis of fair and reasonable competition.

Mr. STRACKBEIN. As long as we are still members of GATT, the
revocation of one trade agreement does not extricate us from the same
trade agreement with other countries.

Senator MALONE. Maybe we are a member of GATT and maybe
we are not. There is a suit filed on the constitutionality of GATT. I
guess you know that.

Mr. STRACKBEIN. Yes; I am aware of that.
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Senator MALONE. It is in the Court, and that will be decided. That
would extricate us from all this folly we have been in for 21 years.
But why get us further in this by extending the act and allowing the
State Department to make these unwise agreements? Why not allow
it to lapse and let the President use his own judgment as far as can-
cellation of any of these agreements that have already been made is
concerned, and then if we are hooked on this General Agreement on
Trade and Tariffs, that has gone on at night when nobody in America
knew what they were doing-you agree with that, I believe.

Mr. STRACKBEIN. I have already said that we believe the potentiali-
ties of this so-called reciprocal trades agreement has been exhausted
in any case.

Senator MALONE. The potential to destroy an industry hasn't been
exhausted; has it?

Mr. STRACKBEIN. The potential of gaining access to foreign markets
by the process of bargaining, because we don't have much left to bar-
gain with.

Senator MALONE. Do you think we have gained access to foreign
markets through these agreements?

Mr. STRACKBEIN. I assume in some instances we have, but it is cer-
tainly very clear that other countries have in many instances nullified
the effects of any concessions that they may have given us. As I have
told you on a previous occasion, when I testified before your com-
mittee, I do not impute bad faith to other countries when they have
thus nullified the concessions. I say that as a matter of fact by the
imposition of import quotas, by requiring import licensing, by making
bilateral agreements with other countries, and by imposing embar-
goes, and by a number of other devices, they have in fact nullified
many of the concessions which they have granted us in a trade agree-
ment.

Senator MALONE. Mr. Strackbein, as a matter of fact
Mr. STRACKBEIN. So I would say it would be extremely difficult to

establish as a fact the contention that we have actually broadened
our markets in other countries through concessions negotiated under
the trade agreements program.

Senator MALONE. Mr. Strackbein, isn't it a fact, and don't you
know it to be a practical fact, that in almost every instance they have
nullified the effect through requiring permits for exchange, permits
for imports, changing the value of their currency, and in some cases
absolutely raising their tariffs because there is a loophole in the Gen-
eral Agreement on Trades and Tariffs, which allows them to do that?

Mr. STRACKBEIN. Not having made a study of what happened in
each concession, and of course that would be an extremely laborious
study, I wouldn't be able to say whether they have nullified all con-
cessions. I just wouldn't want to say that. I can say that most coun-
tries do exercise exchange control, and many of them have established
the import-licensing system, and at least have had the machinery
with which to nullify the concessions, and undoubtedly in many in-
stances they nullified the concessions.

Senator MALONE. Isn't it the general conclusion of anyone who has
studied it that there is a very, very small amount of imports allowed
into these countries of the kind of material that they themselves man-
ufacture or produce?
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Mr. STRACKBEIN. I would say that they have been quite adept at
protecting any industry or branch of agriculture that they have re-
garded as necessary or in the national interest essential to protect.

Senator MALONE. Knowing there will be no change in the trade
agreements, that they remain exactly as they are until such time as
the Executive serves notice as has been described, and that they have
practically exhausted any reasonable attempt to further our own
trade (and I do not agree that they have furthered it at all, and I
think a closer study even than we have made would show you that they
have not lived up to the agreements made), then wouldn't it be a good
time to just let this Trade Agreements Act expire on June 12, 1955,
and let it revert to the Tariff Commission, where there are no trade
agreements, the tariffs to be on the basis of fair and reasonable com-
petition, which merely means that the American producer would have
equal access to his own market, but no advantage, and try it that way
for a year, let us say?

Mr. STRACKBEIN. I would go along with the expiration of the act
in June of this year, if it were specified that the rates now existing
in the trade agreements became the tariff in the United States and
that we move from there, that we make modifications of the tariff
only on the basis of individual industries and individual branches
of agriculture, and on the basis of hearings before the Tariff Commis-
sion.

Senator MALONE. Isn't that exactly what happens? In other
words, if it is not extended, isn't that what happens? Of course,
50 or 60 percent-I am not able to say the exact amount of materials
that are imported-have no tariff at all. Then the articles upon which
there are no trade agreements revert immediately to the Tariff Com-
mission 1 minute after midnight, June 12, and then, if in the judgment
of the President of the United States and the producers in this country
and the consumers in this country, who can make their own case with
the President at any moment, he saw fit to notify the country with
which such agreements have been made that that trade agreement
shall be canceled and it is canceled, in 6 months-I am sure that is
the law-it reverts to the Tariff Commission on that same basis of
fair and reasonable competition. What is the matter with the prin-
ciple?

Mr. STRACKBEIN. Senator Malone, I want to make it clear that the
organization that I represent does not advocate any general increase
in the level of the tariff. You are not saying that we do, but I just
want to make it very clear, that we do not advocate any general in-
crease in the tariff. We would not, if we could, as I have said many
times, touch a button and have the tariff in general go up 10 percent
or 20 percent or 30 percent or any amount at all. We believe that
the tariff from this point on should be adjusted on the basis of proved
need, either up or down.

Senator MALONE. That is right.
Mr. STRACKBEIN. If an exporter or importer came before the Tariff

Commission and showed that a tariff was higher than necessary to
prevent import injury, then the Tariff Commission could recommend
an appropriate reduction in that particular rate of duty, and the tariff
would thus be modified. We would have the Tariff Commission
report to the Congress rather than to the President.
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Senator MALONE. Isn't that exactly the law now, if you revert to
the tariff law of 1930? I will read it to you. It is under section 336,
"Equalization of cost of production. Change of classification of
duties."

I say this, Mr. Strackbein, because you yourself have said that the
Tariff Commission, when they determine an industry is injured, should
be able to adjust that tariff.

Mr. STRACKBEIN. They should recommend an adjustment.
Senator MALONE. Recommend the adjustment. That is all this law

requires. I will read it-
Mr. STRACKBEIN. I am familiar with it.
Senator MALONE. I will read it in the record.
Mr. STRACKBEIN. It provides for recommendation to the President.
Senator MALONE. But the President, under the Tariff Act. allows it

to go in 98 percent of the instances. This is a different thing that we
are talking about.

Mr. STRACKIIEIN. I know it is not the escape clause. It is section
336.

Senator MALONE. It is a different thing entirely than the so-called
1934 Trade Agreements Act, because that we know is in the hands of
the State Department to do as they please, which they have done.

I will read this law so there can be no misunderstanding.

CHANGE OF CLASSIFICATION OF DUTIES

In order to put into force and effect the policy of Congress by this Act intended,
the Commission first upon the request of the President or (2) upon the resolu-
tion of either or both Houses of Congress or (3) upon its own motion or (4)
when in the judgment of the Commission there is good and sufficient reason
therefor on application of any interested party, shall investigate the differences
in the cost of production of any domestic article and of any like or similar
foreign article-

Then I find this is deleted from this section.
But it goes on to say:
The Commission shall report to the President the results of the investiga-

tion, its findings with respect to the difference in cost, and if the costs are--

the reasonable costs, that is what it goes on to describe-

are higher or lower than in the chief competing country, then they can recom-
mend a raise or decrease in the tariffs.

Isn't that exactly what your people would like to see?
Mr. STRACKBEIN. No.
Senator MALONE. What would they like to see?
Mr. STRACKBEIN. We would like to substitute for the differences

in cost of production certain criteria of import injury. We do not
believe that the cost of production approach is the most practical or
even the most workable.

Senator MALONE. What would you substitute?
Mr. STRACKBEIN. We would substitute certain criteria of import

injury, because those elements of injury or factors of injury cannot
be mathematically measured.

Senator MALONE. This is the way this works, practically. In other
words, they can set a tariff today, and if in 3 months it isn't working

out, they can take it up again. It is like fixing a freight rate. It

may be too high or too low. After 6 months everybody knows whether
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it is wrong or not. Then they can take it up again. It is a cut and
dried proposition. That is why it is flexible in this act.

Mr. STRACKBEIN. The trouble with the cost-of-production approach
is that it is extremely difficult to find the cost of production for a given
item. Take a hat. Many manufacturers have different costs. You
finally come out with an average cost of production in the principle
manufacturing centers. That is actually a fictitious figure, because it
is an average. Some are above that and some below. It is still more
difficult when you consider the fact that the imports of hats come from
a number of different countries; that we have to obtain the cost of
production in the different countries, to match against our own costs,
and then to find the difference.

So, if I may just develop this a little bit
Senator MALONE. I would like you to do that.
Mr. STRACKBEIN. W1'e feel the thing that really counts is the com-

petitive effect of the imports. If it causes unemployment, if it upsets
the market, if it breaks the price level, if it causes a decline in output
and things of that kind, that is what we are concerned about. Those
are the symptoms that we want to look at.

Senator MALONE. Then, Mr. Strackbein, I would merely say to you
that that would be the evidence to come before the Tariff Commission.

Mr. STRACKBEIN. That is correct.
Senator MALONE. And that is the law at the present time, if we

reverted to it.
What I would like to say to you again is this: When they manipu-

late their foreign costs, which they do, they subsidize their labor by
various ways, and we do that here. We appropriate money for this,
and that-housing, for example, you heard the testimony this morn-
ing of Mr. Dorn, where a good house rents for $10 to $15 a month.
That is subsidization. The Tariff Commission can take those things
into consideration and when you ship a hat or an automobile or any-
thing else, you know what the landed declared cost is. You also know
what the offered-for-sale price is. So if you are unable to trace down
all the ways they subsidize, you have two factors there which you
cannot miss very much. Then you arrive at a trial. Then in 5 or 6
months you find out whether it is causing unemployment or anything
else, and then the consumer or producer can come in, either House of
Congress, or the President, or the Tariff Commission, on its own mo-
tion, and consider it.

What else do you want to have? You have those things right there.
Mr. STRACKBEIN. We don't want to introduce an unnecessary insta-

bility in our tariff rates. For the sake of maximum trade which we
all favor, including yourself-we don't want to introduce an unneces-
sary factor of instability in our tariff rates. We would like to see a
tariff rate established at some appropriate level and have it remain
there, so long as it still performs its proper function.

Also, I would not want to put all my faith in a tariff. I would want
to add-

Senator MALONE. What would you put it in?
Mr. ST AcKERIN. To the instrumentalities of regulation of our

foreign commerce, the use of import quotas.
Senator MALONE. They have that import quota in some of the

amendments offered. You want to amend the basic Tariff Commission
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law? That would be easy to amend, and let them take into account
the import quotas. I have introduced legislation 5 or 6 times on that
basis. But you have then a principle laid down by Congress, a fair
and reasonable competitive principle. You don't have then, as it is
now in the State Department and would be even with your two amend-
ments, allowing them to make a trade agreement on the basis of an in-
ternational political situation. That is what I understood you were
here to testify against, that you didn't like that method of arriving at
trade agreements.

Mr. STmACEBEIN. We do not like to have the industry of this coun-
try, the labor of this country, the agriculture of this country, used as
pawns of international diplomacy. We don't think it is right.

Senator MALONE. That is exactly what it is and will be unless you
let this act expire. You haven't changed it one iota.

Mr. STRACKBEIN. That is a matter of opinion.
Senator MALONE. I would like for you to show me how you change

it, if you allow them to still have the authority to continue to make
agreements. How would that change the principle? You take it
away from them the minute this expires, so they can't make any more
trade agreements.

The President can then judge how long he wants these to remain in
effect. The consumers and producers have access to the President, but
the principle laid down by Congress of fair and reasonable competi-
tion is the only protection industry or an investment going into an in-
dustry ever had. They know then that to change the principle, you
have to introduce a bill in Congress. It comes to this committee or the
Ways and Means Committee, and there has to be a case made to change
that principle. In 1934 the case was made and they changed the prin-
ciple from the basis of fair and reasonable competition to factors that
no one ever heard of, going into trade agreements, and as long as it
remains in the State Department or in the Executive, GATT, the
United Nations Assembly resolution setting up a trade organization,
the International Materials Conference, set up illegally most
of us believe, by the State Department, the International Trade Or-
ganization, they will continue to regulate your tariffs. If you want to
take it away from them, there is only one way to do that, let it expire
and leave it subject to a principle, subject to the check of the Congress,
by the Tariff Commission. The Congress can always check anything
they do. Under this thing, Congress is bound. It doesn't come back
to Congress. We get upset on a certain matter. Under the United
Nations and these other organizations you are bound. You said a
while ago that it may have bound us on some of these tariffs. If they
have bound us on some, let's not extend it so they can continue to bind
us.

Mr. STRACKBIEN. I have expressed myself as being opposed to the
grant of any additional powers which would really confirm the kind
of binding that has already been done by the State Department. We
don't want that confirmed. We want it revoked. We want the regu-
lation of our foreign commerce brought back into channels.

Senator MALONE. Into the Tariff Commission.
Mr. SmACKBEIN. Back into the constitutional channels where the

responsibility of Congress will be exercised by Congress.
Senator MALONE. I understand you perfectly.
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Mr. STRACKBEIN. If any delegation is done, it should be to an agency
created by the Congress itself, to perform certain defined functions,
and for the final say again to be in the hands of Congress.

Senator MALONE. I am very appreciative of your statement there,
Mr. Strackbein, because the Constitution of the United States is very
clear, article I, section 8, that the Congress of the United States sets
the duties and excises and imposts that we call tariff. It is clear
that we regulate foreign commerce, but we can assign that regu-
lation to an agency of Congress, which we have done to the Tariff
Commission, subject, of course, to any check we want to make on any
material.

You want to go according to the Constitution of the United States,
don't you?

Mr. STRACKBEIN. That is correct.
Senator MALONE. Thank you very much.
The CHAIRMAN. Thank you.
(The membership of the Nationwide Committee of Industry, Agri-

culture, and Labor on Import-Export Policy follows:)

LIST OF -MEMBERS AND ASSOCIATES OF NATIONWIDE COMMITTEE OF INDUSTRY, AGRI-

CULTURE, AND LABOR ON IMPORT-EXPORT POLICY

American National Cattlemen's Association
National Coal Association
United Mine Workers of America (independent)
National Wool Growers Association
American Tung Oil Association, AAL
Seafarers International Union of North America (AFL)
Wine Institute
American Flint Glass Workers' Union of North America (AFL)
Florida Fruit & Vegetable Association
Tuna Research Foundation
The Hat Institute, Inc.
Book Manufacturers' Institute, Inc.
Bicycle Institute of America, Inc.
Cordage Institute
The United States Potters Association
Atlantic Fishermen's Union (AFL)
American Lace Manufacturers Association, Inc.
Soft Fiber Manufacturers' Institute
International Photoengravers' Union'of North America (AFL)
California Walnut Growers Association
California Almond Growers Exchange
Pin, Clip, & Fastener Association
Amalgamated Lace Operatives of America (independent)
Sunkist Growers
National Association Greenhouse Vegetable Growers
United Wall Paper Craftsmen & Workers of North America (AFL)
United States Wood Screw Service Bureau
National Renderers Association
Oregon Filbert Commission
Basic Vegetable Products, Inc.
American Knit Handwear Association, Inc.
Pacific Coast Fish Producers Institute
Cannery Workers Union of the Pacific (AFL)
Cannery Workers & Fishermen's Union (AFL)
Wyoming Wool Growers Association
Carpet Institute, Inc.
Harley-Davidson Motor Co.
The Dow Chemical Co.
Forstmann Woolen Co.
John B. Stetson Co.
Shenango Pottery Co.
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Onondaga Pottery Co,
Puccinelli Packing Co.
Dairy Industry Committee:

National Cheese Institute
American Butter Institute
National Creameries Association
Milk Industry Foundation

Tariff Comnittee, Band Instrument Manufacturers Association
National Shrimp Canners & Packers Association
The Wall Paper Institute, Inc.
Reynolds Metals Co., Inc.
Hardwood Plywood Institute
American Glassware Association
Hardboard Association
Wim. Ainsworth & Sons, Inc.
Scientific Apparatus Makers' Association
The Associated Fishing Tackle Manufacturers
The Wool Hat Manufacturers' Association
Tile Council of America
Insulation Board Institute
Air Products, Inc., Emmnaus. Pa.
Cooke Bausman, Jr., Pittsburgh
Winchester Arms Co., New Haven
Industrial Fasteners Institute
American Tunahoat Association, San Diego, Calif.
International Handbag, Luggage, Belt & Novelty Workers Union (AFL)
International Brotherhood of Operative Potters (AFL)
The Diamond Match Co.
Massachusetts Fisheries Association, Inc.
Seafood Producers Association of New Bedford
California Fish Canners Association
Mushroom Growers Cooperative Association of Pennsylvania
International Brotherhood of Bookbinders (AFL)
National Authority for the Ladies Handbag Industry
American Cyanamid Co.
American Cutlery Manufacturers Association
Synthetic Organic Chemical Manufacturers Association
United Hatters, Cap & Millinery Workers International Union (AFL)
Pass & Seymour, Inc.
Carus Chemical Co.
Hoffman-LaRoche, Inc.
Althouse Chemical Co., Inc.
Idaho Wool Growers' Association
The Phoenix Glass Co.
California Fig Institute

The CHAIRMAN. The committee will adjourn until 2 o'clock.
Mr. Howard I. Young will be the first witness.
(Whereupon, at 12: 50 p. m., the committee adjourned until 2 p. m.

of that same day.)
AFTERNOON SESSION

The CHAIRMAN. The meeting will come to order.
The first witness is Mr. Howard I. Young, of the American Mining

Congress.

STATEMENT OF HOWARD I. YOUNG, PRESIDENT, AMERICAN

MINING CONGRESS, WASHINGTON, D. C., ACCOMPANIED BY

JULIAN CONOVER

The CHAIRMAN. We are glad to have you, Mr. Young. Unfortu-
nately, I have another engagement, and my friend from Utah, Senator
Bennett, will preside.

59ss4-55-pt. 1- 22
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Mr. YOUNG. Mr. Chairman and members of the committee, I am
Howard I. Young, president of the American Mining Congress and
president of the American Zinc, Lead & Smelting Co. I am speaking
on behalf of the mining congress, which represents all branches of
the American mining industry.

Senator MALONE. May I interrupt at this point, Mr. Young. Mr.
Julian Conover is executive secretary of your organization, is he not,
and he is the one that takes care of the business all the time?

Mr. YOUNG. Yes, sir.
Senator MALONE. I wonder if it would be possible to have him to

come up too, so that we can question him also.
Mr. YOUNG. Yes.
Senator BENNETT. Mr. Conover, will you come forward, please?
Mr. YOUNG. First, Mr. Chairman, let me say that I am very appre-

ciative of the opportunity of appearing before your committee to pre-
sent to you some of the problems of the American mining industry.

The mining industry is one of the Nation's most basic industries. It
is the very cornerstone of our great industrial system which we dare
not weaken through the pursuit of unsound national economic policies.
Upon it we must rely to provide most of the mineral and metal raw
materials and solid fuels required to operate our other major indus-
tries, including our great metal-working industries, our chemical in-
dustry, our transportation industry, and the industries vital to our
national defense.

So important is the mining industry to our national security that
the Government has set "mobilization bases" as minimum going pro-
duction rates below which it is considered that our national security
may be put in jeopardy.

The American mining industry as a whole normally provides direct
employment for some 600,000 workers, and many times this number
indirectly. The very economic existence of many mining communities
depends almost entirely upon local mining operations, and any sharp
curtailment or shutdown of these, as has been the case in the past few
years with respect to many lead-zinc, coal, fluorspar, and other mines,
means great hardships not only for the miners and their families but
also for the people generally of those communities.

It is, therefore,'imperative that we maintain a sound and healthy
mining industry upon which we can continue to depend to supply the
vast majority of basic raw materials essential to our continued peace-
time industrial progress as well as to our national security.

My discussion is directed to the adverse effects the trade agreements
program has had on the domestic mining industry.

The general position taken by the American Mining Congress with
respect to foreign trade agreements is set forth in the following state-
ment, which I will not take the time to read. This policy statement
was adopted at our annual convention in San Francisco last Septem-
ber, which was attended by over 7,500 mining leaders from all parts of
the country and was ratified by our board of directors on November
29, 1954.

We endorse the Government policy which recognizes that an adequate "mobili-
zation base" of metal and mineral production for our national security is es-
sential. To accomplish this our Nation must look to its domestic production
and ore reserves for the major portion of its mineral supply, despite progressive
increase of imports of some metals and minerals.
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Experience has shown that we cannot depend on foreign ore reserves as a
source of supply in an emergency, however important it may be to import some
metals and minerals to supplement domestic production and to fill our stockpile
with materials in which we are deficient. World political conditions, as well
as hazards of possible air and submarine wvarfare, support this conclusion.

We recommend, therefore, that Congress exercise its authority over tariffs to
be administered for the welfare of the American people and provide reasonable

tariff protection. In this connection we commend the United States Tariff
Commission for its careful study and complete report to the Congress as well as
its recommendations to the President on the industry's application for in-
creased lead and zinc duties.

We commend the members of the United States Congress who worked tirelessly
to secure the approval of the Tariff Commission's recommendation. It is re-
grettable that the President did not see fit to accept the Commission's recom-
mendations. His alternative program, while having certain desirable features,
is at best a stopgap solution and does not offer any real long-range cure to the
problem of the domestic mining industry.

We favor the enactment of an excise tax on imports of lead and zinc, as
well as other metals anti minerals with similar problems, which may be sus-
pended whenever prices are at an economic level that will permit the domestic
mining industry to maintain an adequate "mobilization base" for national se-
curity.

Since the executive department of the Government has not seen fit over the
past years to adhere to the purposes of the escape-clause and peril-point pro-
visions of the Trade Agreements Act, we favor removing the authority of the
executive department to act on the Tariff Commission's recommendations and
favor the placing of such responsibility for approving or disapproving the
recommendations in the hands of the Congress where the constitutional au-
thority rests. We also favor allowing the Trade Agreements Act of 1934. as
extended, to expire on June 12, 1955.

The mining industry of the United States is deeply concerned over
the legislation proposed in bill H. R. 1 because certain of its provisions
threaten to weaken further one of our most vital industries. We think
that the Trade Agreements Act of 1934, as extended, should be al-
lowed to lapse when it expires on June 12 of this Year.

If, however, Congress should decide to approve an extension of the
President's authority to enter into trade agreements, we urge that you
add certain strengthening amendments to the bill to protect our na-
tional security and to lessen injury to domestic producers and labor.

I. The escape clause: We recommend retention of the escape clause
requiring investigation by the Tariff Commission of applications for
relief, along with remedial measures, in cases in which trade agree-
ment concessions cause or threaten serious injury. We urge that the
authority for approving or rejecting the recommendations of the Tar-
iff Commission be transferred from the executive department to Con-
gress, where the authority to establish tariffs is placed by the
Constitution.

We think that the power to reject the Tariff Commission's carefully
considered and impartial recommendations for redress, after it has
found by thorough investigation that a given industry has been in-
jured by excessive imports, is too great an authority to be left under
the control of executive departments, such as the Department of State,
which are not directly accountable to the people as is the Congress.
Such authority includes the power of life or death over important
sectors of American industry. The original intent of the escape clause,
which was to alleviate and prevent injury to domestic producers and
workers, has been virtually nullified through Executive disregard of
recommendations by the Tariff Commission.

A provision requiring congressional approval or disapproval of the
Tariff Commission's recommendations under the escape clause will
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not only insure proper concern for domestic producers throughout the
process of adjusting tariff rates but also help to restore the orderly
processes of democratic government.

The American mining industry is painfully aware of the failure of
the escape clause to provide in most cases the relief that it was intended
to give. A case in point is that of the lead-zinc industry, which in the
fall of 1953 petitioned for escape-clause relief. This action followed
the statements of three members of the Cabinet before the House Ways
and Means Committee earlier that year, that relief could be a6corded
the lead-zinc mining industry through the escape clause.

The Tariff Commission, after an exhaustive study of the domestic
lead-zinc mining industry under the escape-clause provision, last year
unanimously found that as a result of trade-agreement concessions
increased imports of lead and zinc metal and ores were causing serious
injury to the domestic industry. Five of the six Commissioners recom-
mended that the tariff duties be increased to the maximum rates per-
mitted under the law, namely, 50 percent above the rates existing on
January 1, 1945. A sixth Commissioner recommended that the duties
be increased to the rates in effect in 1930.

Yet the President chose not to follow the recommendations of the
Tariff Commission. Instead, he ordered the adoption of an expanded
stockpile program with purchases of lead and zinc from domestic
mine output as a means of bringing relief to the industry. In so doing,
he recognized that the domestic lead-zinc mining industry is essential
to our national security and that relief of some kind was necessary to
keep it from becoming too weakened as a result of excessive imports,
which had driven prices of lead and zinc down to ruinous levels and
forced many mines to close down.

Although this stockpiling program has brought temporary relief
to the lead-zinc industry, it has not resulted in the opening of any
appreciable number of the mines shut down, nor reemployment of the
idled workers. Moreover, such a program provides no incentive for
increased exploration or continued development of lead-zinc mines.
Without a stable and continuing Government policy, such as accept-
ance of the Tariff Commission s recommendations would have pro-
vided, it is not possible to maintain a strong domestic lead-zinc mining
industry, which is so essential as part of our defense mobilization base.

We firmly think that in any issue of such vital importance the care-
fully considered recommendations of the Tariff Commission should
be submitted direct to the Congress and should not be subject to veto
by the executive departments.

Before leaving this subject, I should like to invite your attention to
the very comprehensive report of the Tariff Comnission on its in-
vestigation of lead and zinc, submitted to this committee in April of
last year, pursuant to a resolution by your committee calling for such
an investigation. This report brings out clearly the depressed condi-
tion of this important industry, for which an adequate measure of
legislative relief should be provided.

II. Peril point: We also think that in the case of peril points,
final responsibility for passing on the Tariff Commission recom-
mendations should be placed in the hands of Congress.

III. Strategic and critical minerals: Reductions of duties on stra-
tegic and critical minerals have proved serious deterrents to domestic-
mine production of these materials. The American Mining Congress
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has repeatedly advocated the exclusion of strategic and critical min-
erals from further duty reductions and we now urge that a policy be
established under which duties on these minerals will be fixed through
studies by the Tariff Commission to determine the rate needed in each
case to maintain a healthy, going mining industry.

Under present conditions the existing rates of duty on many stra-
tegic and critical minerals are entirely inadequate. Tariffs which
provided a reasonable degree of protection in 1930 have been lowered,
under trade agreements, and their effectiveness still further reduced
as a result of our increased production costs. If we are to maintain
a domestic mining industry capable of producing these materials,
further duty reductions must stop and higher rates must be estab-
lished in order to offset in some measure the sharp rise in costs of
materials, wages, and fringe benefits that has occurred in the United
States.

Those strategic and critical minerals and metals which are not pro-
duced in this country in significant quantities are generally duty free
under the present Tariff Act and would not be affected by this recoin-
mendation. But important strategic and critical minerals and metals
such as fluorspar, tungsten, and mercury are normally produced in
substantial quantities within the United States, and with the aid of
reasonable tariff protection our own mines can supply an important
part of our requirements.

IV. Foreign residual oil: In the interest of saving time, the posi-
tion of the American Mining Congress with respect to the harm being
done the coal industry by excessive imports of residual fuel oil will
be presented on Wednesday by Mr. Dan r. Buckley, who will speak on
behalf of the Coal Division of the Mining Congress and the National
Coal Association as well as other coal associations.

In this crucial period it would be very ill-advised for the Govern-
ment to adopt a national minerals policy that will weaken our do-
mestic mining industry-which has in the past supplied most of the
minerals, metals, and fuels upon which our great industrial system
has been built and provided most of the sinews for our national de-
fense-by making the domestic industry unable" to compete with
foreign producers who have lower production costs.

We of the Mining Congress recognize, as I have indicated above,
that the United States must depend upon foreign sources for part of
our supplies of many of the minerals and metals that we require,
but we strongly opposed policies calculated to weaken our own in-
ing industry and make us more dependent upon foreign supplies than
necessary as this could lead to great national harm.

The American mining industry is by its very nature a matter of
paramount public concern because our national security as well as
our future industrial progress depend so largely upon it.

For the Government to adopt policies under which the mining
industry could not compete successfully and which would compel us
to depend increasingly upon foreign sources for supplies of vital
minerals and metals such as copper, lead, and zinc, in which prior
to World War II we were self-sufficient or virtually so, would be to
F lace both private consumers of these products and the Government
largely at the mercy of foreign producers both as to supplies and

prices, particularly in time of national emergency.
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We know from experience something of the consequences of such
a situation. Following the outbreak of the Korean war, a number
of basic raw materials grew shorter in supply until by the latter
part of 1951 the Government found it necessary to divert substantial
tonnages of copper and to release lead from the national stockpile,
despite the sharp forced curtailment by the Government in civilian
consumption of these metals; and in January 1952 the President also
ordered the release of zinc from the stockpile, though this became
unnecessary as the zinc-supply situation began to improve rapidly.

Foreign supplies of copper, lead, and zinc which would normally
have been sent to the United States were diverted to European and
other markets, where there were no price ceilings, and speculative
activity in them was high, with fabulous prices paid for them. Cop-
per sold as high as 55 cents a pound in Europe, compared with the
OPS ceiling price of 241/2 cents for domestically mined copper, lead
for up to 27 cents a pound, compared to 19 cents, and zinc for as much
as 30 cents a pound compared to 191/2 under OPS ceiling. We were
forced to pay a premium for foreign copper of up to 101/_ cents a
pound over the domestic ceiling price prior to the abandonment of
ceilings in order to get the supplies we received.

The price of tin soared from around 76 cents a pound at the out-
break of the Korean war to $1.84 a pound, and would undoubtedly
have gone even higher but for the action of the head of the Recon-
struction Finance Corporation in opposing such exorbitant prices.
Natural rubber rose from 29 cents a pound to a peak of 871/2 cents
a pound, and we can only surmise how much higher it would have
gone if we had not had a synthetic-rubber industry to lessen our
dependence upon it. Many other strategic materials which we must
import also rose very sharply in price abroad after the outbreak of
the Korean war.

Top officials of the Government became quite concerned over the
shortages of such mineral products as copper, lead, and zinc, from
the standpoint of national defense, but no persuasion on their part
was sufficient to increase substantially supplies of these sent here
from abroad. Offly after surpluses of lead and zinc in particular
had backed up in European markets did supplies begin to flow to this
country in adequate quantities.

These examples illustrate the danger involved in becoming too
dependent upon foreign sources for minerals and metals. The only
way to assure an adequate supply in case of emergency is to maintain
a strong, active mining industry in our own country, along with our
present stockpiling program. I should like to emphasize that the
opening up and development of a new mine generally requires a
period of 3 to 6 years, and that it would be out of the question to
develop the required production after an emergency had arisen.
Accordingly, we cannot urge too strongly that you establish tariff
policies under which our domestic mining industry can continue to
produce and to develop new ore reserves.

I have mentioned to you some of the foregoing exT)eriences through
which our country has gone in the past 10 years. These experiences
are very real to me since during World War IT, as Deputy Vice Chair-
man of the War Production Board for Metals and Minerals, I had
the responsibility of helping to see that supplies of metals and min-
erals were adequate for the fighting of the war. Again, in 1051, dur-
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ing the Korean conflict, I served for 21 months as Deputy Adminis-
trator of the Defense Materials Procurement Administration, with
similar responsibilities.

The experience that I had in these positions brought home to me
very clearly that lack of adequate production of these materials at
home cannot only jeopardize our security, but result at times in tre-
mendous expense both to our Government and to the consumers of
the United States. The myth that low tariffs and higher imports
of metals and minerals are beneficial to the consuming industries of
this country utterly fails to recognize the facts, and it is my firm
conviction that reasonable tariffs to protect at least a mobilization
base in the metals and minerals industry is in our national self-
interest.

As a result of the sharp rise in zinc imports into this country from
abroad from mid-1952 onward, which drove the price down more than
50 percent from the OPS ceiling level, our domestic mine output of
zinc in 1954 fell to the lowest level since 1934, when the country was
near the bottom of the great economic depression of the 1930's, despite
the fact that last year business and industrial activity as a whole in
the United States was at the second highest level in our history, next
only to the record year of 1953.

This clearly indicates the effect of low import duties, which is
responsible for low prices and closing down the domestic mines and
making many of our miners idle.

I thank you.
Senator BENNETT. Thank you, Mr. Young.
Senator Malone, any questions?
Senator MALONE. I think that was a very good statement, Howard.
The whole general trend of your statement is that you think this

1934 Trade Agreements Act has had a bad effect, and is bad legis-
lation.

Mr. YOUNG. That is true.
Senator MALONE. On page 3 you say:
We think that the Trade Agreements Act of 1934, azs extended, should be

allowed to lapse when it expires on June 12 of this year.

That is in accordance with the resolution passed by your organiza-
tion in San Francisco on the life of this act?

Mr. YOUNG. That is true.
Senator MALONE. Now, most of these questions I will ask you are

for the record, because I do know you have had a world of expe-
rience, as you outline here, in working under these commissions and
committees set up for emergency during wartime.

Mr. YOUNG. That is right.
Senator MALONE. But they only call men like you in when they

are in real trouble; they don't call you in very much for advice during
the time they are getting into trouble. Is not that about right?

Mr. YOUNG. That is true.
Senator MALONE. I know they have had an endless supply of com-

mittees with very prominent men like yourself serving without pay,
and at considerable inconvenience to many of you. And they call
you in here not only for mining but every other industry. But the
advice asked for, if we are to take the practical results, is very seldom
followed, is that not right? They very seldom follow the advice of
these committees, do they?
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Mr. YOUNG. That is true of the committees that I have served upon
up to this time.

Senator MALONE. Is there any reason to suppose that they might
change?

Mr. YOUNG. Let's hope that they will, Senator. I don't know that
they will, but let's hope that they will.

Senator MALONE. Are not the laws passed by Congress, if Congress
should again take control, more reliable in your opinion, than promis-
sory committees? That is, if we should follow the Constitution of the
United States, in legislative responsibility in regulating foreign com-
merce through adjusting duties of tariffs, do you not think that would
have a better and more encouraging effect on potential investors, not
only in the mining industry, but in other industries, than the execu-
tive department having the authority of life or death over all indus-
tries at their discretion.

Mr. YOUNG. We think definitely that is the only basis that the
industry can rely upon as the basis upon which to do development
and future exploration of our mineral deposits.

Senator MALONE. A company such as your own, if it is continually
hanging on the threat of an executive order of an executive officer,
is not likely to spend the amount of money in research and exploration
for new deposits that it would spend if tariff policies were on a definite
principle laid down by Congress, would it?

Mr. YOUNG. That is true.
Senator MALONE. Now, to complete the record, knowing that you

are just as familiar as I am with this act.
Mr. YOUNG. No; I am not as familiar with this act as you are,

Senator.
Senator MALONE. Well, I think you understand it, because your

experience points to that fact. Now, in the first place, if we do not
extend this act, then the responsibility does revert to the Tariff Com-
mission, the regulation of all tariffs and duties that are not already
under a Trade Agreements Act; is that true, sir?

Mr. YOUNG. That is my understanding.
Senator MALONE. I think you can conclude that that is true. Now,

such duties or tariffs, where there has been a definite trade agreement
made, remain in full force and effect even after the expiration of the
1934 Trade Agreements Act if it is allowed to expire at midnight on
June 12 of this year, until such time as the President, the Executive,
shall notify the country with which such trade agreement has been
made of concellation, that is true; isn't it?

Mr. YOUNG. That is my understanding.
Senator MALONE. Then, unless it is desired to make more trade

agreements through the State Department and the executive or
through the General Agreement on Tariffs and Trade at Geneva, or
through the United Nations Assembly, which has recently passed a
resolution creating another all-inclusive trade organization, or under
the International Materials Conference set up by the State Depart-
ment after the demise of the International Trade Organization, which
this Congress refused to accept, unless it is intended to make future
agreements or allow these particular organizations to make them, it
isn't necessary to extend the act; is it
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Mr. YOUNG. I don't see that it is. It is my understanding that if
the act were to expire that the Tariff Commission, when it becomes
necessary, either on the request of the domestic industry, or on the
request of someone who wanted to import some material in here, would
make a complete investigation on that particular products, and they
would make their recommendations for suitable changes in tariff
rates.

Senator MALONE. I think as the Tariff Act reads now that the Tariff
Commission recommends to the President that the difference in cost
of products of an article here and in the chief competitive nation in
cost be the tariff. That part of it has never been questioned, until
the 1934 Trade Agreements Act was passed, which took the Tariff
Commission out of play entirely except as an advisory body.

The Tariff Commission could then adjust the tariffs on a flexible
basis as laid down in section 336 of the 1930 Tariff Act, and determine
that difference in cost, and recommend that that be the tariff.

Mr. YOUNG. That is right.
Senator MALONE. Now, if the President then saw fit-and the con-

sumers and producers of the Nation have access to the President-
if he should decide that any trade agreements should be cancelled
then within 6 months that product or products go back to the Tarid
Commission, on the same basis; isn't that true?

Mr. YOUNG. That is right.
Senator MALONE. Then isn't what you want what we already have

under the 1930 Tariff Act, to determine these duties or tariffs on a
basis of fair and reasonable competition on a flexible basis, and as the
act itself points out, either the President or either House of Congress,
or upon their own motion-that is, the Tariff Commission-or upon
the request of any interested party, the Tariff Commission can hold
such a hearing at any time and determine that difference and recom-
mend that be the tariff.

That is the principle, and the principle laid down definitely by
Congress in this act, is on a differential of cost basis. Isn't that
what you want in your organization?

Mr. YOUNG. That is right, just a fair tariff which will take care
of that differential.

Senator MALONE. Well, you see no hardship worked on anyone
in determining it on that basis, so that it gives the American pro-
ducer and American workingman equal access to their own markets.

Mr. YOUNG. I do not.
Senator MALONE. Then what do you think it means by transferring

the responsibility to the Executive so that he could include considera-
tion of political situations, international political situations, a pro-
posed change in the tariff to help the Allies import more goods here
or our own over-all economy-can it mean anything except reducing
one industry here through imports, additional imports, by lowering
the duty and trying thereby to increase the sales abroad of some other
commodity? Could it mean anything else?

Mr. YOUNG. You mean the type of trade agreements that we have
had heretofore?

Senator MALONE. Yes; that is right.
Mr. YOUNG. Well, after the Reciprocal Trade Act was originally

brought up during Cordell Hull's administration as Secretary of
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State, it never functioned as he explained to those of us in the min-
ing industry it would.

Senator MALONE. How did he think it would function?
Mr. YOUNG. He thought in the first place that no industry would

ever be hurt, because if the trade agreements that they had made
with a country were found to injure domestic industry, through
the escape clause you could take your case to the Tariff Commission,
and they would make the report, and then it would be adjusted and
taken care of immediately.

The reason we think the bill should die-or, if the Senate decides
it should not, that other provisions should be made-is on account of
the experience that we have had under the escape clause.

Senator MALONE. What you really think is that if it is going to be
extended, it should be according to the 1930 act, and when the Tariff
Commission determines that a certain level of duties is necessary to
give the workingman and investors in that industry equal access to the
American market, that that should be subject only.to Congress' ap-
proval or should automatically be their duty?

Mr. YOUNG. That is right.
Senator MALONE. That is substantially what the Tariff Act now

recommends, that is, the tariff that they recommend is supposed to do
just that. That is what you want?

Mr. YOUNG. That is right.
Senator MALONE. Now, you understand too that if this act expires,

while these trade agreements already made will be continued in full
force and effect, the State Department can make no further trade
agreements; that is, we revert to the Constitution of the United
States, article 1, section 8, that is, which says:

The Congress shall have power to lay and collect taxes, duties, imposts, and
excises to pay the debt and provide for the common defense and general welfare
of the United States.

You will remember that Lincoln said in his platform in 1860, that
the duties and tariffs shall be fixed was to develop industry alike in
the whole country, to develop industry in the whole country, not in
just one particular part, or to shift it around at the will of a foreign-
minded State Department.

It goes on to say in that same section:
To regulate commerce with foreign nations, and among the several States and

with the Indian tribes.

That is the Constitution of the United States. In 1934 they
amended the Constitution by a simple act of Congress and transferred
that responsibility to the Executive. We have operated under that
transfer ever since.

Now, I know you understand this, but for the benefit of the record
I will say that this Geneva General Agreement for Tariffs and Trade,
the United Nations Assembly worldwide trade organization created by
resolution, and the International Trade Organization which is dor-
mant but not dead-dormant because this Congress refused to accept
it-and the International Materials Conference that we created by the
State Department immediately after Congress refused to accept the
International Trade Organization, all those organizations will fall of
their own weight, because our markets are not in the pot. Do you
understand that?
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Mr. YOUNG. You mean if-
Senator MALONE. If we do not extend the act we automatically with-

draw our markets for the pot.
Mr. YOUNG. Yes, that is right.
Senator MALONE. That is what you want, isn't it?
Mr. YOUNG. Definitely. The International Materials Conference

that was set up following the outbreak of the Korean conflict or
thereabouts, we certainly don't want any of that.

Senator MALONE. Now, again on the point-and you did explain a
section of the area I covered by the question-but what I really meant
by the question, when someone comes in advocating a trade agreement,
that does have the effect of allowing imports to increase where the
duty is decreased, and injures that particular industry under fire, there
is hope that the sales of the product of another industry will increase
and that will remake to that extent the industrial map of the country.
Isn't that the national effect of it'?

Mr. YOUNG. You mean as it was intended?
Senator MALONE. People that are for it must believe that that is the

effect of it, because they are generally representing industries that
would be benefited, the brokers on the waterfront that handle-they
get an override on percentage, 5 or 10 percent on exports or imports-
but don't produce anything.

A movement of trade either way through the ports benefit a certain
people dealing only in exports and imports. When any industry hopes
to be benefited by selling more of their product through increased im-
ports of another product, can there be any other result but a rearrange-
ment of the industrial map of the country under such a trade
agreement?

Mr. YOUNG. I don't think so.
Senator MALONE. In other words this mystical effect that they are

supposed to get through lowering the tariffs on, say, zinc and lead-
simply benefits some other nation or industry. I estimate that 90 per-
cent of the zinc and lead miners are on the streets or headed that way.
If you have a different estimate, I would be glad to get it in the record.
All of them in certain areas.

Mr. YOUNG. We think about 50 percent are on the streets. And the
reason that there aren't 90 percent is that there are a lot of mines that
are continuing to run today and mining high-grade ore at a loss in
order to keep their mines drained and in good physical condition, and
as much of their organization together as they can, in the hope that
something is going to be done to give the mining industry new life,
so that they can resume in a normal way the development that they
should do, because mining is an extractive, exhaustive industry. You
have got to continue to develop, or you are going to have a bunch of
mines down.

You take our company, right today we operate a number of mines.
We shut down some of them for a short period. Even so, the cost of
pumping in shutting down is so great that we can go in and high-
grade and lose less money than we would by pumping the water out,
and we give employment to men and don't lose as much as by shutting
down.

Senator MALONE. Then the 90 percent that I estimated are on the
way out.
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Mr. YOUNG. That is right, when you take into account the mines not
making the return that they must make if they are going to continue
to perpetuate the industry and keep the industry in a healthy condition.

Senator MALONE. I am glad you brought up that subject, because
very few understand it.

I used to say about Mr. Ickes, former Secretary of the Interior, that
from some of the talks he made about saving our materials and im-
porting from foreign countries he must think that the way you get
the minerals is to wait until the morning you need them and then hook
up a couple of broncos to the buckboard and go up with a hay knife on
the side of the hill and cut off what you want.

As a matter of fact, you as a practical mining man have outlined
a problem that is little known, and that is that a mine operating under
a fair and reasonable tariff-competitive tariff-looking ahead, is
always developing new sources, even entirely disconnected from the
present mine.

But they can only spend that money when they have reasonable
assurance under a principle adopted by the Congress that they can re-
main in business. If they are forced to lose money under one of these
trade agreements, oftentimes they can prolong the life of the mine and
lose less by operating it than they would by shutting down and trying
to keep the water pumped out, all the tine hoping that an enlight-
ened Congress might sometime go back to a principle under which they
can operate; isn't that right, Mr. Young?

Mr. YOUNG. That is correct. That is exactly the theory on which
we are going today.

Senator MALONE. That is what I understand. Several of the people
that I know have come to my office with the same problem. Now, there
are certain other mines that through high-grading, as you call it, or
gutting the mine, getting out only the highest grade ore, can prolong
the life and break even, or make a little money, until the high grade is
gone.

Mr. YOUNG. That is right.
Senator MALONE. But then the lower grades that you passed up and

would mine on a profitable basis along with the high grade by keeping
the mill heads at a certain percentage if you were going to be a perma-
nent operation, what becomes of that low-grade ore that is passed over,
then, and perhaps covered with water, or refuse dumped.

Mr. YoUNG. Well, in a lot of cases you pull all your equipment and
let the mine fill with water. There will never be any attempt to mine
that unless a situation develops where the Government comes out with
a premium, or some other basis, and pays the operator for. recondition-
ing the mine and selling it at a price high enough-at a price which is
much higher than the normal market-high enough to justify recon-
ditioning the property.

Senator MALONE. To do it in that manner when it is necessary is the
most expensive way it can possibly be done?

Mr. YOUNG. Absolutely. And not only that, Senator, but if you
have a mine that you are operating on the basis of the average mineral
content that your drilling has indicated, and you are not doing high-
grading, normally in most mines you will be plowing back a part of
that money that you are getting out of the normal operation and thus
extending the life of the mine quite materially.
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Senator MALONE. That is true beyond any doubt. Now, in one of
these mines that you have high-graded, allowed the water to come in
the mine and allowed the timbers to deteriorate, how long does it take
to put that back into operation, even if you spend all the Government
money necessary?

Mr. YOUNG. Well, if you allow it to fill-just as an example, there
were some mines being brought back during 1950, we made the con-
tracts here to recondition the property and bring them back into
production.

These mines will be in production the latter part of this year, or the
early part of 1956. In other words, that is 3 to 4 years, if you have
a large opening, that is, where you use timber. If you have a large
opening that doesn't require timber, it will take you all the way from
a minimum of a year to a maximum of a year and a half, but where
you have to retimber it will take you from 3 to 4 years.

Senator MA.XONE. In other words, what we are generally doing
when we operate in that manner is preparing for the next war, not
the one that is underway when we start doing it?

Mr. YOUNG. That is right.
Senator MALONE. Now, Mr. Young, when a situation exists like it

does under the 1934 Trade Agreements Act, where the decision is up
to one man -and as we know, practically it has been under the State
Department, that has its eyes on Europe and Asia and Africa, and
on foreign relations with those nations, and not on the United States-
and they can make that decision of life or death through the making
of a trade agreement at any time they want to, what does it do to a
potential investor in that industry? Does it encourage him?

Mr. YlUNG. Well, I can tell you what it does to companies such
as ours.

Your rate of trying to develop new ore resources is materially
retarded, No. 1. No. 2, when you have indicated a body of ore that
requires a large capital expenditure, very often if you have a condi-
tion such as we have today your board of directors will say, "Well,
now, we just won't do that now; let's wait and see where we are going
to get the protection that is needed in order that we can compete with
the other countries that the material can come from."

You take as an example, in our own industry, the tariff that was
effective in 1934-let's take 1945. In 1945-by 1954 it had been re-
duced 50 percent from 1945, and the cost of our labor is 77 percent
above what it was in 1945. Therefore, we have a very serious problem
if we are to go ahead and do the job.

Furthermore, we are right now-we started this a couple of years
ago-we are sinking a shaft on a place where we found an ore body
in 1950, and it is costing us more to sink that shaft of 900 feet and
equip that mine to produce today than it cost us in 1914 for a 2,500-
ton mill, a shaft into the ore body, the entire amount of development
required underground, and a camp that would take care of 350 people.
So that your capital costs today are so great that you just stop, and
look, and listen, when you have a job to do in the zinc industry.

Senator MALONE. Now, you take the tariff that you had in 1945, and
the inflation that has taken place since, practically 2 to 1-say there
has been 40-percent inflation since that time, which is very conserva-
tive-isn't the effect of that extra 40-percent inflation on a fixed tariff
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such as you had, or did have under the 1930 Trade Agreements Act, on
lead and zinc, isn't the inflation of 40 percent tantamount to lowering
of that fixed tariff 40 percent ?

Mr. YOUNG. That is true, excepting-there is just one exception,
Senator, and that is that in some mines the improved mechanization
has helped you to offset some of that.

Senator MALONE. But you would have the improved mechanization
anyway, so that it amounts up to the same thing.

Mr. YOUNG. That is right.
Senator MALONE. The only way we have stayed in business in a lot

of cases is by improving the method and getting a greater yield for
a day's labor. Isn't that true?

Mr. YOUNG. That is true.
Senator MALONE. But the fact does remain that if you have an in-

flationary spiral of 40 percent on any fixed tariff of so much per pound
or so much per ton, it has the effect of lowering that tariff 40 percent?

Mr. YOUNG. That is right.
Senator MALONE. Then when you put 50 percent on top of that,

now asking for 15 percent more, it really puts it out of business,
does it not?

Mr. YOUNG. Definitely. They have cut us so low now that the 15
percent would just-well, if you had that kind of a policy there would
be no incentive at all to try to develop new mines unless you would
find an unusually rich one, when you would mine out the ore you
had indicated and call it a day.

Senator MALONE. As a matter of fact, it depresses some of us to see
what is happening. In one great company in the West, a decision was
made in a financial center just a couple of (ays ago that instead of put-
ing in money to rehabilitate it and try to pull it out, they would not

do it, they would do just what you said a while ago, close it down until
some future time when the Congress of the United States might get its
feet on the ground and adopt a policy upon which an investor could
operate.

This just happened to be particularly close to me, because I knew
all the people connected with it, and they have lost their life's work
and savings.

So the people that already have money invested in these things,
wAhen the Trade Act was adopted in 1934, or even later, when they still
hoped that Congress might adopt a principle upon which they could
depend, are the only people spending money to save their capital.
Isn't that just about true, Mr. Young? There is no new capital coming
in, no new me who have not already invested in this zinc business, is
there?

Mr. YOUNG. No. What you have through your depletion and de-
preciation, and applying that back, that is the only new money you
get in our industry.

Senator MALONE. What is happening-isn't this true in all these
industries affected such as yours-the people in the industries are
trying to save themselves, they are trying to save their own investments
that they already have in them?

Mr. YOUNG. Quite true. But of course, I heard Billy Graham yes-
terday talk on faith, and I still have faith that our Congress is going
to do what is necessary to preserve the mining industry of this
country.
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Senator MALONE. So do I, but Congress is destroying the faith.
Mr. YOUNG. That is the way I feel about it.
Senator MALONEI. So do I, Mr. Young. And I think you have done

a great service by coming before us today, because your heart's blood
is in this industry.

There are thousands of men like you who have their heart's blood
in some industry needing a duty to even the wage standard of living
here and abroad, 5,000 of them, and if they would just come 1-by-1 like
you and tell what is in their hearts, I think Congress would have sense
enough to let this act expire yet and return to the principle of fair
and reasonable competition.

The way it is, I can't tell you, I just have hopes like you do.
I was very much interested in what you said about the foreign price

of these metals as compared to domestic price. I know you and your
people sat on these committees, trying to hold the prices reasonable in
this country, and the Congress was dislniig out billions of dollars to
Europe, and they were using the money to outbid us for the same metal
in the foreign market. That is about right,isn't it

Mr. YOUNG. That is right.
Senator MALONE. Maybe that is another place Congress will get

their feet on the ground sometime and stop paying out money without
a quid pro quo. But I don't have quite as much hope as I do on
this one.

The synthetic rubber, of course, is an example. If we had not had
the synthetic rubber, we would have gone to a dollar a pound again
without any doubt, and would probably be paying through the nose
right now to England.

Mr. YOUNG. Well, we have a situation right today, and you and the
other members of the committee have seen, within the last 3 or 4 weeks,
where the price of foreign copper has gone above 40 cents. That
means that no foreign copper is coming in here, it has even been neces-
sary to put restrictions on the exporting of copper scrap from this
country over there.

In this country, the producers of these metals want to keep the
industry on as stable a basis as possible, and this price here is still not
far from the 30-cent level that has prevailed for a long time. I think
it went up to 33 cents.

Senator MALONE. I think 33 or 34. We give the European nations
the money to bid against us for it in the market. As long as we have
free trade on copper, no new capital except Government money will go
into the business in this country.

Mr. YOUNG. Look at the price we had to pay for mercury. We
closed down all our mercury properties here following World War II,
because there was such a surplus of world mercury.

Senator MALONE. Well, isn't that the case in all of these materials?
Isn't that the history of foreign imports-they take all the traffic will
bear? It is like a gasoline war, with a gasoline station on each corner;
when one of them went out of business, you paid through the nose to
the one that survived. Isn't that what happens on imports

Mr. YOUNG. That is right.
Senator MALONE. We have free trade on copper. They can balance

foreign production against domestic production, and no new money
will go in copper production in this country, no new investment, and
no new companies, as long as you have that situation.
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Mr. YOUNG. Unless they have the thing we got during the Korean
war, a controlled price.

Senator MALONE. Yes; and that is no foundation for new invest-
ment.

Mr. Young, I will not prolong this matter as far as you are con-
cerned. I think you know more about the mining industry than any-
body in Congress. I want to make that clear. And I am sorry there
aren't more like you coming in here. Maybe there will be more com-
ing in.

I want to ask Mr. Conover, do you agree with the testimony of Mr.
Young?

Mr. CONOvER. Yes; definitely. I have just one comment. This may
not have been entirely clear. It seems to us that the authority over
escape-clause recommendations should be transferred to the Congress
in either case, whether the act is extended or allowed to die. Even if
it is allowed to die we still have all these trade agreements on the books,
and they go on until they are denounced.

Under the existing trade agreements we still have the escape-clause
procedure, and it seems to us that action should be taken so that the
recommendations of the Tariff Commission should definitely come to
the Congress for approval, as urged by Mr. Young in his testimony.

Senator MALONE. I think we understood that was what he meant.
Now, do you agree with Mr. Young that the President and State

Department, should be taken out of this through allowing the 1934
Trade Agreements Act to expire on June 12, 1955, and Congress should
regulate foreign commerce through the adjustment of duties of tariffs
in accordance with the Constitution?

Mr. CONOVER. Yes, sir. I think that is quite clear from our reso-
lution.

Senator MALONE. But you do personally agree with the resolution
of Mr. Young's statement fully?

Mr. COOVoER. I certainly do.
Senator MALONE. Of course, the escape clause is a delusion anyway,

because the same fellow that made the trade agreement judges whether
to let you escape?

Mr. CONOVER. As matters stand, that is true. That is why we ask
that these recommendation be referred back to the Congress for the
final say rather than-

Senator MALONE. I meant, of course, including the peril point.
You understand what that is. The Tariff Commission upon request
can set what they consider a tariff below which the industry would be
endangered, and if they accept and make the trade agreement on that
basis-which they rarely do-they make a 3-year trade agreement
which is not subject to revision on any changes that may be made, like
changing the value of their money in terms of the dollar, or having
exchange permits or import permits that defeat the trade agreement.
So that that fact alone makes the whole thing ineffective and humor-
ous if it was not tragic. You understand how it works?

Mr. CONOVE. I do. And one of our recommendations, as you know,
Senator, is that in connection with the peril point also that no trade
agreement could be made making a concession below the peril point
without the approval of Congress.
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Senator MALONE. But if you make a 3-year agreement without some
wording in the trade agreement to take cognizance of any changes
by the foreign nation it is still wrong; isn't it?

Mr. CONOVER. The only remedy there is the escape clause, with
the Tariff Commission's recommendations coming back to Congress.

Senator MALONE. And under the escape clause there is no escape?
Mr. CONOVER. Not as it is now. I have just one other comment.

Taking your comparison of the former duties on lead and zinc spe-
cifically, and just making a rough calculation here, in the 1930's the
duty of 13/4 cents on zinc, and 2 1/s on lead, were roughly 35 to 45
percent of the normal price.

Senator MALONE. That was about 5 percent a pound?
Mr. CONOVER. 35 to 45 percent ad valorem duty. The existing duties

are between 6 and 7 percent ad valorem. In other words our protec-
tion is only one-sixth of what it was.

Senator MALONE. And that had been brought about through infla-
tion since the money is worth less than half of what it was then it
would be at least cut in two if there hadn't been any change in the
actual rate.

Mr. CONOVER. That is right.
Senator MALONE. Thank you. You have done a great service in

coming before this committee.
Senator BENNETT. Thank you very much, Mr. Young, and Mr.

Conover. We have no questions.
The next witness is Mr. Charles B. J. Molitor, of the American Lace

Manufacturers Association.

STATEMENT OF CHARLES B. J. MOLITOR, AMERICAN LACE
MANUFACTURERS ASSOCIATION, INC., AMALGAMATED LACE
OPERATORS OF AMERICA

Mr. MOLIrOR. Mr. Chairman, my name is Charles B. J. Molitor.
I am vice president of the North American Lace Co., which company
operates lace-manufacturing plants in Philadelphia, Pa., and Paw-
tucket, R. I. As the chairman said, I represent the American Lace
Manufacturers Association, and our union as well, the Amalgamated
Lace Operators of America.

For 21 years we have devoted ourselves-
Senator BENNETT. Before you begin, Mr. Molitor, is the statement

you are about to read contained only in the white pages before, or
going to read these editorials and resolutions which have also been

anded?
Mr. MOLITOR. I have one newspaper ad here that I was going to

offer for your consideration.
Senator BENNETT. When you were invited to appear you were told

that as far as possible you should limit your statement to 10 minutes.
Mr. MOLITOR. That is right, sir.
Senator BENNETT. And it is obvious that you can't get through

with the white section in 10 minutes.
Senator MALONE. Mr. Chairman, I know that the time is ani im-

portant factor in this Congress, but I alho want to impress the chair-
man with the fact that this question is also important, I think impor-
tant enough to listen to his statement and cross-examine him on it.

59884-55-pt. 1-23

347



348 TRADE AGREEMENTS EXTENSION

Senator BENNETT. The chairman who is in the chair as a substi-
tute will call the attention of the Senator from Nevada, as he did the
witness, that the witness was asked to prepare a statement of approxi-
mately 10 minutes, and if his statement went over that time he was to
be prepared to put it in the record.

Mr. MOLITOR. 10 to 15 minutes, if I remember correctly. And I
think you will find that it will come well within that.

Senator BENNETr. Then you may proceed.
Mr. MOLITOR. For 21 years we have devoted ourselves to the laud-

able, but unobtainable objective of reducing world trade barriers.
Freedom of trade, like world disarmament, has never been more im-
possible of achievement than it is at the present moment and for
understandable reasons.

Despite our abysmal failures you are asked for 3 more years of the
extension of this program and with added delegation of powers far
beyond any granted by the Congress in previous history.

For 21 years, barring those of war, our industry and our workers
have been continuously existing in awe of the activities of the tariff
tinkerers of our Department of State. How much longer must our
workers be haunted by this cruel un-American spector of economic
destruction ?

Our little industry was one of those to suffer immeasurably almost
immediately after a so-called reciprocal trade agreement with France
in 1936. Our troubles were due to currency devaluation as well as
tariff reductions. In 1938 our unemployment reached the astounding
total of 66 percent while imports of the principal item of our Ameri-
can production increased 3,000 percent.

We were saved from complete annihilation by Hitler's hordes who
brought about the fall of France in May 1940. With the stoppage of
the tremendous influx of imports the industry prospered during
War II, and for several years thereafter.

During World War II, we produced scores of millions of yards of
camouflage and mosquito nettings for our Armed Forces and those
of our allies. We produced all of the mosquito nettings used by our
forces in World War I.

I should like to stop there and bring to the attention of the gentle-
man and those of us who have contributed to the defense needs of
our Nation.

Here is an ad which has possibly come to your attention by those
who sneer at our effort in producing war materials.

Incidentally our own company, one division, operated at 100 percent
on war work for our Government, another division at 80 percent,
until such time as our Government got its necessary requirements;
it is not very pleasant to be sneered at by the opposition under those
circumstances.

Senator BENNETT. Is it your intention, Mr. Molitor, to put this in
the record?

Mr. MOLITOR. I don't know whether you wish the record cluttered
with this, but I thought you should see it.

Senator BENNETT. I think that should be put in, if, since it has
been presented in your oral testimony, and it would be difficult to
identify it.

Without objection it will be inserted in the record at this point.
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(The ad is as follows :)

[From Washington Post and Times Herald, March 7, 1955]

ARE CLAIMS OF "DEI-ENSE ESSENTIALITY" SWAMPING THE PRESIDENT'S TARIFF

REFORM PROGRAM?

DEFENSE ESSENTIALITY

That's what the high tariff lobbies are putting their money on.
And because every American wants our country to be prepared to meet any

emergency it all sounds like a pretty good argument.
But Secretary of State Dulles and Secretary of Defense Wilson, our two top

Government officials responsible for defense, have gone down the line for H. R. 1,
the bill to extend and reform our reciprocal trade agreements program. So
now, as the Senate begins to consider the President's tariff bill, we should all
take a good hard look at this "defense essentiality" line and see how much
substance there is to it.

WATCH INDUSTRY STARTED IT ALL

The four domestic producers oif jeweled watches began all of this. And again,
just recently, one of their major executives took an ad to tell how the industry
is being driven into extinction by imports from Switzerland. Let's look at a few
of the very strange contentions lie made.

(A) "Only 4,010 precision watchmakers are left in America."
The fact is that the United States timing industry employs 21,519 precision

workers. The four jeweled watch companies are only a small part of the
United States horologital industry, and yet even they employ 9,754'

What about that 4,000 figure? The 4 jeweled watch companies employ 4,246
workers in making civilian watches, while 5,508, over 50 percent of their labor
force, are now in military production. All Government authorities agree that
about the same precision skills; are used in both civilian and military production.

Is any part of the United States time industry more essential for defense than
another? Not according to Thomas P. Pike, Assistant Secretary of Defense in
Charge of Supply and Logistics, who told the Senate:

"It is * * * from a Defense Department standpoint nearly impossible to
arrive at a determination that any one part of the horological industry is more
essential for defense than any other part."

Do they make defense materials that no other companies can make? Not ac-
cording to the Department of Defense which told the Office of Defense Mobiliza-
tion the following:

"There is no item or product which is not being made or procured in some
quantity outside of the jeweled-watch industry.

"There does not seem to be any part of the manufacture or assembly of me-
chanitzl time fuses that is ,peculiar to the jeweled watch industry."

Another important contention is this:
(B) The Swiss "already have 85 percent of the United States market."
But the fact is that United States watch manufacturers are not confined to

15 percent of the market as they would have you believe, but have 41 percent of
the United States watch market according to the latest official figures.

2

Here are the facts that disprove basic contentions on the defense essentiality
argument used by the 4 domestic jeweled-watch companies. This rich industry
(the figures for 1953-the last year available-shows that 3 of the 4 enjoyed
the greatest profit margin after taxes in their histories) has certainly started
something. Right now, every high tariff interest has devised some sort of theory
by which they are essential. Defense essentiality is the anvil on which President
Eisenhower's proposals for expanding trade are to be beaten out of shape.

2 From U. S. Tariff Commission's Report to President, of May 21, 1954. The figures
givenare based on 19,54 averages of employment in the 4 jeweled lever watch factories and
in I4'tgetoriep producing pin-lever Watches and clocks.

2 Fi U.S. Tariff Commission's report to the President, May 1954, giving latest official
figures on ratio of United States -production to imports. This shows that United States
factories produced 8.3 million jeweled-lever and pin-lever watches, in competition with
12.2 million Imports In both categories in 1953.
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WHERE WILL IT ALL END?

Riding right in on the second wave of defense essentiality is the chemical
industry-particularly those who manufacture synthetic organic chemicals.
They are not only against the President's very modest reform of the reciprocal
trade agreements program, but, according to one of their spokesmen, also "call
for the removal of (past) tariff concessions on items which have resulted in a
volume of imports which threaten industrial capacity vital for defense."

What's being threatened? Why only a puny little industry made up of du
Points, Monsantos, Dows, etc. that has grown 10 percent per year for the last
25 years. Producing $20 billion of goods annually, they exported $894 million
during the first 9 months of 1954, while imports totaled only $242 million.

About the vital synthetic organic chemicals for which they ask high tariffs:
The domestic industry produces $4 billion worth each year. The amount im-
ported in 1953 was $50 million. According to the United States Tariff Com-
mission only $5.8 million of these imports, or less than one-half of 1 percent,
were competitive.

And now, because the getting is good, all the high tariff lobbies are riding the
tide of the defense essentiality argument. Here are the arguments some indus-
tries cited in their demand for more protection:

The lace manufacturers say they make military mosquito nets, and are essential
for defense.

The wool glove manufacturers say they make soldiers' gloves, and are essential
for defense.

The cutlery manufacturers say they manufacture military machetes, and are
-essential for defense.

The tunafish producers contend that their tuna fleet is needed in time of war,
and they are essential for defense.

The Lead Pencil Manufacturers Association says that pencil manufacturers are
indispensable to national defense, only conceding that their product is not directly
utilized for combat purposes.

Who's next?
IT SOUNDS SILLY-BUT IT'S DANGEROUS

While it may seem awfully silly, this is a very serious business. No American
can, of course, afford to have a closed mind on any matter that pertains to national
security. But, in viewing the problem with the objectivity that it deserves, we
must be careful not to be just swept along with a defense slogan.

Britain did that-and learned the hard way. They decided to protect their
optical industry so that they would not be dependent on overseas suppliers during
time of war. The result, Fortune magazine reports, is that "Britain has lagged
seriously behind the United States and Germany in optical development," so that,
walled off by high tariffs from the stimulation of competition, the British optical
industry became obsolescent and inadequate for national-defense needs.

And in taking an objective look at the defense essentiality argument we should
ask ourselves to what we should gear our national preparedness-World War If
or a war of the future? Obviously, another world war would be tragically dif-
ferent. This time the war would inevitably come right to our own country. The
era of the H-bomb makes an arsenal of defense, 4,000 miles away from the battle-
field, an impossible dream.

Just one H-bomb, the AEC tells us, would cause death throughout an area the
size of New Jersey. In a third world war tremendous areas of our country and
of our defense industry would be devastated. In a third world war the test of
our defense industry will be its flexibility, its ability to adapt itself quickly to
every circumstance. The idea of copying the British and building a defense
industry that becomes complacent and fat behind high tariff walls is not the
answer to the Nation's needs.

WORLD TRADE AND A STRONG AMERICA

Why all the concern about tariffs and trade? The President has stated: "For
our own economic growth we must have continually expanding world markets:
for our security we require that our allies become economically strong. Expand-
ing trade is the only adequate solution * * *. If we fail in our trade policy, we
may fail in all."

Committee on Foreign Trade Education, Inc., a bipartisan, 100 percent volun-
teer organization, declared before the Ways and Means Committee of the House
of Representatives that the President's trade Program is "the touchstone for suc-
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cess In our foreign policy, stimulation of our national economy, and aid to the
consumer."

The President's plan for liberalizing and expanding trade, H. R. 1, was passed
a short time ago in the House of Representatives. Against the onslaught of
the high tariff bloc, the bill only won out by seven votes. Now before the Senate,
this attempt to give America a modern trade program faces very rough sledding.

All those who believe in the need for a tariff policy in the national interest,
a tariff policy that will build up, not tear down, our anti-Communist foreign
policy, should write at once to the Senate Finance Committee or to their own
Senator and protest exaggerated defense essentiality arguments and endorse
the President's program, I. It. 1, as written.

And every Member of Congress should be urged to support all moves that will
undo the harm where we have fallen for essentiality sloganeering in the past.

COMMITTEE ON FOREIGN TRADE EDUCATION. INC., NEW YORK CITY

Board of directors:
David C. Hamilton
John C. IIovatt, deputy executive director
Thomas L. Hughes
W. Byron Kantack
Eric Keble
David C. Lane, treasurer
Gwelda Mcl'hee, secretary
Winthrop R. Munyan
B. A. Rittersporn, Jr., executive director
Daniel F. Ruge

Honorary members:
Hon. J. K. Javits. attorney general, New York State
Hon. Robert W. Kean, Member of Congress, Republican, 12th District, New

Jersey.
Hon. Frank E. Smith, Member of Congress, Democrat, 3d District, Mississippi.
HEon. Harrison A. Williams, Jr., Member of Congress, Democrat, 6th District,

New Jersey.

Mr. MOLITOR. But our war record has not stopped the State De-
partment from hacking away at our tariffs at every given opportunity.
Meanwhile, the currencies of competing nations have been devalued
repeatedly. As a case in point, when the French agreement was effec-
tive in 1936 the French franc was valued at 16 to the dollar; it is now
350.

Even before H. R. 1 was reported out of committee, the French
Embassy in Washington, was clamoring for further reductions in lace
tariffs. The boys at the Embassy are going to be certain that they
get 01 the "gravy train" and get all that's coming even though they,
together with British, have now approximately 45 percent of our
market. Their objective, of course, is to destroy us completely with
the help of our own Government. Then they can take over our mar-
ket with the products of their sweatshop and child labor. Wage rates
of American laceworkers are S times those of the French and 5 times
those of the British laceworkers.
We now find lace listed in the scare sheets for both the Japanese and

the Swiss agreements. A great public clamor in opposition arose
when the list of articles to be negotiated with Japan was published.

Many of our industry executives and their workers quaked with
fear. As if to express its utter disregard for the welfare of our own
citizens, the State Department now has issued a supplemental and
very extensive additional list of articles for trading with Japan.

The new Swiss agreement, of which notice to negotiate has just
been issued, is but another form of international logrolling and ap-
peasement.
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The President was forced, by the very serious threat to our national
security, to restore some of our tariffs on watch movements. An inter-
national incident occurred, as will always occur under such circum-
stances. Now that we have restored at least some ray of hope to our
American watchmakers, we are about to jeopardize the jobs of the
workers of some 15 industries or segments thereof; lace among others.

And this appeasement occurs, despite the fact that the Swiss 'G6v-
ernment devalued their franc by 331/3 percent-from 33 cents to 2 3V3
cents-after having negotiated our present bilateral trade agreement
with them. That devaluation, in effect, raised tariffs on all Swiss
imports of American goods and reduced still further, American duties
on Swiss exports to us. Of course, as has been customary, we did
nothing but take it on the chin.

Often we have heard from the lips of those in our executive depart-
ments, that our escape-clause provision of this act creates instability in
the minds of foreign producers-foreign producers, mind you, who
are taking over our market with their sweatshop labor.

Have any of you gentlemen any idea of how much fear and trepida-
tion has been created in the minds and hearts of our American work-
ers and producers when these scare sheets are issued prior to trade-
agreement negotiations? Is it not time that we stop scaring our
workers as we have done for 21 years? Unfortunately, many of those
fears have been amply justified, as witness the great parade of suppli-
cants from both labor and management who appeared before the
Committee on Ways and Means in opposition to this bill.

In current consideration of the problem of tariffs and trade, the
most important factor to recognize is that the whole pattern of world
trade has changed in the past 2 to 3 years. We can no longer indulge
in the characterization of this program with pious platitudes. We
must face the stark realities that now confront us.

As Senator Payne wisely stated this morning, we must survey this
problem at the grassroots level.

The industrialized and semi-industrialized nations have immensely
increased their productive potentials, many with our funds, our most
modern equipment and our technical know-how. Add to that, a wage
structure that is from one-third to one-tenth that existing in the
United States. It is not a very promising picture.

We are now witnessing a return to international commercial rivalry
akin to that which was one of the underlying factors that brought
about World War I. We can find evidences already of ill will being
created on the part of some nations that are losing valuable markets
to the products of lower wage countries such as Japan. In this bill
we find recognition of that fact, in the provision in section E, intending
to appease other nations by destroying American industries for the
benefit of Japan.

Believe me, gentlemen, this is time for realism.
In past years, principally our smaller industries such as ours and

others which of necessity require greater utilization of labor in pro-
duction, have been affected by tariff reductions. That is not the case
today. One need study only the appearances of opponents of T. R. 1
before the Committee on Ways and Means to learn that our largest
industries are now in trouble. Let us not be intimidated into believ-
ing that if we do not olpen our markets still wider to the products
of Japan, they will be forced to trade with Iron Curtain countries.
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They will do that in any event. At this very moment, Japan is nego-
tiating a trade treaty with Red China.

The recent election in Japan has already proven the fallacy of that
hope. Premier Hatoyamas' party, which advocates trade with both
Russia and Red China, has been victorious.

While our fine boys were dying in the mudholes of Korea, alongside
a token force of our allies, some of our friends were carrying on "busi-
ness as usual" with the enemy despite our attempts to dissuade them.

While we have opened our markets wide to the products of Great
Britain, which are now destroying some of our industries, we find
them merrily pursuing their trade with the Iron Curtain countries.
I quote from a news article in the New York Herald Tribune of Feb-
ruary 24, with a dateline of February 23, from I-long Kong, captioned
"Britons Confirm Peking Trade Deal." The news article states:

Nine members of a 24-man British business mission to Peking returned here
toaay and confirmed a Pekir.,, radio announcement that the group completed
contracts for $11,200,000 worth of business with China. Their prepared state-
ment said they were convinced China offers a substantial market for British
goods.

After all of our sacrifices through these years, we have obviously not
convinced them to desist from trading with the enemy. Are our in-
dustries and our workers to now be called upon to make further sacri-
fices for the same end result?

Our great President stated in his recent letter to Congressman Mar-
tin, relative to H. R. 1: "No American industry will be placed in
jeopardy by the administration of this measure."

Let me say, that I have no question whatsoever of Mr. Eisenhower's
sincere intentions. But let us look at the down-to-earth practical
phases of this problem. Mr. Eisenhower has more responsibility
heaped upon him than possibly any executive in the world.

As a result, you gentlemen would not be delegating this power to
your President, in practice. These questions are going to be deter-
mined by some economist who is seething with the tired old economic
philosophy of Adam Smith, or the free trade for destruction philoso-
phy of Karl Marx.

Let me give you a recent application of the destruction of an indus-
try. The Japanese have been destroying the American producers of
ladies' scarves through imports made by their peon labor whose wages
are about one-tenth those in the United States. As a result of an
escape-clause hearing, the United States Tariff Commission unani-
mously recommended increases in tariffs. These were denied by the
President. The industry has since completely collapsed. As a matter
of fact, practically the same assuring words that our President has
uttered have been dinned into your ears and mine every time this pro-
gram has been before Congress for renewal.

Let us not take lightly the fact that world competition has changed.
We are on the threshold of a most intensive, and I might add, an
ominous, competitive race for world markets. We shall lose that race
to the lower wage nations. Let us not destroy our own market for our
American workers and producers.

Before we rush headlong into further extension of this program,
with its broad delegation of powers, let us calmly reappraise it on the
basis of realism. The time for platitudes is past.
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We unalterably oppose H. R. 1. The trade-agreement method of
regulating our foreign trade is wrong in principle, un-American and
unconstitutional in application and has been, in fact, a one-way street.

We implore Congress to recapture its constitutional powers and
again assume its duties for the regulation of our foreign trade and to
preserve the economic welfare of our great Nation.

The bit-by-bit destruction of our industries that has been going
on in recent years under this program can do naught but destroy
the diversification that has been so important to our economic health.

The future of the free world can only be assured through the main-
tenance of a sound, dynamic, and highly diversified economv in these
great United States.

I thank you very much, sir.
Senator BENNETT. Senator Millikin.
Senator MILLIKIN. No questions.
Senator BENNETT. Senator Malone.
Senator MALONE. I think, Mr. Chairman, that Mr. Molitor has

made a very valuable contribution to the information before this
committee.

This statement that you have made that the act is unconstitutional,
I presume you base it on the fact that a congressional act changed
the Constitution of the United States by transferring the constitu-
tional responsibility of the Congress to regulate foreign commerce
and foreign trade and to set the duties and tariffs to the State Depart-
ment. Is that what you had reference to?

Mr. MOLITOR. That is right, sir. And also on the advice of com-
petent counsel. And I have also had the great pleasure of reading
the statement of the great Senator from Nevada on the floor of the
Senate. And on reading that I am certain it is unconstitutional,
sir.

Senator MALONE. Of course, any information I have is secured
from the attorneys. And you are aware that a suit has been filed by
the Morgantown Glassware, in Morgantown, W. Va., against George
M. Humphrey, Secretary of the Treasury of the United States, de-
fendant, on the constitutional ground that he is collecting the wrong
tariffs, that have been unlawfully changed by the State Department.

Mr. MOLITOR. Yes, sir.
Senator MALONE. And the unconstitutionality of the General Agree-

ment on Trade and Tariffs at Geneva. Has your company answered
as a friend of the court in that suit?

Mr. MOLITOR. We have not, sir. I learned something about it today.
But I am quite certain that we should, and shall, as a duty.

Senator MALONE. I think if these industries-let me say, for your
benefit-are injured, or face injury, or extinction, come in as friends
of the court, perhaps the people of the State themselves would begin
to understand more clearly the situation as it now stands entirely
in the hands of the Executive, and as you so ably said, probably
subject to someone's computation in a department not too well known
to the President of the United States.

Mr. MOLITOR. Right, sir.
Senator MALONE. I understood you to say that the imports in your

business had increased 3,000 percent, and the unemployment 66
percent.

Mr. MOLITOR. That is right, sir.
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Senator MALONE. Is that a dangerous situation for your industry?
Mr. MOLITOR. Horrible. Of course, I was quoting figures to you

as of 1939.
Senator MALONE. What is it today?
Mr. MOLITOR. In 1954 our unemployment was 25 percent. We are

very fortunate--we have been very fortunate, I should say-that it
hasn't gone beyond that, because there is a worldwide demand for
lace, and our principal competition, the French manufacturers, are
sold up from 6 to 9 months ahead. And I understand they get higher
prices in the other markets of the world, principally because they
get no competition from the domestic industry. But when the market
is surfeited we shall get it all. In 1939 nine-tenths of the production
of the French lace industry was exported to the ITnited States, while
66 percent of our workers were walking the streets.

Senator MALONE. Do you think the same situation would occur
in the absence of another war?

Mr. MOLITOR. Of course, sir. It is as definite as the fact that I
am sitting facing you, sir. That is why I am here.

Senator MALONE. The World War saved you a couple of times.
Mr. MOLITOR. World War II saved us, sir. We tried to get help

from the Department of State and the Committee for Reciprocity.
Incidentally, our first trade agreement that contained an escape

clause, so-called, when we learned to distrust them, was this French
agreement in which there was an escape clause making possible or
permissible abrogation or bringing about a change in the tariffs in
the event of a wide change in the currencies between the respective
nations. Four months after the agreement was signed the French
devaluated their franc, and, according to reports in the French press,
were doing so for commercial advantage. And the industry was in a
terrible plight. We went to the Committee for Reciprocity Informa-
tion and requested a hearing under the escape-clause provision, cur-
rency escape-clause provision, and after a year and a half of
deliberations and evidence so preponderant-believe me, I don't want
to bore you with it, but it was so preponderant that nobody could
deny it-we received a letter from the famous Henry F. Grady, then
Assistant Secretary of State, in which lie told us that we didn't know
what we are talking about; we were not affected by imports. But
he coined a new phrase, a phrase that has been used ever since, "There
was a shift in consumer demand."

Senator MALONE. That shift has happened in many, many
industries.

Mr. MOLITOR. In a lot of cases since then.
Senator MALONE. Now, tell us for the benefit of the record-I tried

to explain it on the Senate floor and also in committee here several
times, but it seems there is something wrong with my explanation:
Just what effect does currency devaluation have on the imports or ex-
ports of a foreign country in relation to our own? You mentioned
specifically France had devaluated their currency from 16 francs to
the dollar to 350 francs to the dollar. I remember when I was over
there in 1925 it was five to a dollar.

Mr. MOLITOR. That is right, five to a dollar.
Senator MALONE. And the next time I was over there it, took so

many that you could hardly carry enough of them to pay for a plate
of ham and eggs, if you could find ham and eggs.
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Mr. MoLrroR. Answering your question, it immediately reduces
the price of the imports into this country. In the case of France, I
have figures here showing that the value, that is the unit value of
imports that are reported in pounds, the unit value dropped from
1936, the year of the agreement, from $8 a pound down to $2-in other
words, it immediately cuts the price to pieces, in effect lowering our
tariff. Conversely, it increases the tariff on imports, or the cost, if
you will, on imports of American exports to the country depreciating
its currency. In other words, whatever trade agreement we have
written, and the currency has been devaluated after, devaluated by
these nations, it completely vitiates any advantages that we obtained,
if any, under the agreement. And I may add, Senator, that with the
exception of Canada, I know of no reciprocal trade agreement that
we have negotiated with any country where the currency has not been
devaluated after the negotiations. On that score, Great Britain on
October 17, 1938, signed a trade agreement that was to have been
effective on January 1, 1939, and 4 days-4 days, mind you-after
the agreement was signed, and before it was effective, Great Britain
devaluated its currency. You could throw the advantages of that
trade agreement out the window then and there.

In addition to that, every nation in the world has been setting up
quotas and embargoes. Just this morning, after I left here, I checked
with the British Embassy-to give you an idea of how other nations
are protecting their own home industries-here we have done a lot
for Great Britain, and possibly rightly so, we have been pursuing
this fabulous giveaway program of our market and our jobs-let's
take a look at Great Britain. In the House Ways and Means Com-
mittee I presented some evidence pointing out the fact that not only
the little industries like ours-and we are small, we understand that-
but our big industries are being affected.

Here is a case-and I know you are aware of this fact, because I
read a speech made by you on the floor of the Senate, Senator, in
which you pointed out that in Kenosha, Wis., where the Nash car is
made, the plant had been operating very intermittently. Subse-
quently they closed down completely. I don't know whether you
know it or not, but almost to the day when they closed those plants
in Kenosha and threw out of work 3,000 or 4,000 Americans there
appeared an ad in a metropolitan daily:

Today Nash presents a completely new and different kind of automobile,
$1,445, coastal port of entry.

Now, get this. In the same paper there is an article:
Austin to build Nash cars for the United States. Britain's Austin Motor Co.,

disclosed tonight an American automobile manufacturer has hired it to build
American cars in England for sale only in the United States. George Harri-
man, deputy chairman of the Austin firm, said Nash Kelvinator Corp. has
ordered 20,000 small cars worth $26 million. The automobile will not be sold
in England. Trade sources said it was the first time that a British firm has
ever taken contracts to build from start to finish an American line of cars.
Harriman said Austin's assembly lines in Birmingham already were rolling-

and I point out to you, while the Nash workers in Kenosha were
walking the streets-
already rolling out the new Nash Metropolitan, a two-seater family car-

et cetera. There you have it.
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Let me tell you what the quota on American automobiles going into
Great Britain was for 1954. You will be amazed when I tell you
that it was 150 automobiles. How do you like that? Now, if you look
in the report of H. R. 1 by the majority, i n which they bragged about
the liberalization of the quotas that they had received from Great
Britain for this great work, do you know what the quota of automo-
biles is for 1955 to Great Britain-and this is a combination of Cana-
dian and American cars, now, they have combined them? All of 650.
That is the kind of reciprocity we have been getting.

Senator AMAIONE. What is the difference in the wages in England,
generally speaking, for the same type of work, and in Kenosha, Wis.?

Mr. MOLITOR. I have a schedule here, an overall schedule-I know
in our industry our wages are five times what they are in Great Britain.
But here is an analysis made by the American Tariff League. 1 don't
know whether you have ever seen this, the wage gap. In answer to
your question-these are the figures for the year 1953-the average
factory wage--the average hourly earnings for industrial workers
in the United States was $1.78 an hour, in the United Kingdom, 47
cents.Senator MALONE. I was generally familiar with difference in the
hourly wage in the other industries you made reference to a while ago
where England and France were generally allocated contracts against
American companies in hydraulic and power machinery for some of
the dams in the United States. But I was speaking from memory,
but $1.85 to $1.90 an hour, as against 43 cents, I believe it is.

Mr. MOLITOR. May I add something that I think. I have been
shouting it for years, but mine is only a small voice, and we are a small
industry. I think one of the most important factors in this whole
question of foreign trade has been currency. One of the things that
has happened in the relationship-we were talking about wage gap a
minute ago-as these nations devalue their currencies they widen the
differentiations between American wages and their own. That is what
has been going on. I will show you specifically.

Before the war and when the franc was valued at somewhere around
16 to the dollar, our wage rates were 4 times what they were in
France. They are now eight. You see what I mean? As the cur-
rency devalues, the wage differentials become greater and greater.
And that is what has been going on in the current years.

Senator MALONE. There are two ways of lowering effective wages.
One is to lower them outright. And the other is to simply devalue
the money 20 percent and maybe raise the wages 10 percent. We have
been doing that for a long time here and it leaves our workingmen on
the little end.

Mr. MOLITOR. That is what has been happening, Senator.
Senator MALONE. Now, you say that the French and the British

have been supplying about 45 percent of our market in lace?
Mr. MOLITOR. That is right. I might also add that most of the

imports, French imports, are landing at 60 percent of the American
selling price, so that you can see where we are headed within a very
short period of time.

Senator MALONE. I thoroughly agree with you, but I want to com-
plete the record-I hope people will look at the record. Now, these
new Swiss agreements that you referred to as international logrolling,
just what did you mean by that?
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Mr. MOuITOR. Well, we have heard around the halls of Congress
about the very iniquitous kind of tariff bills of the past, the log-
rolling that went on, now that same thing is going on at an inter-
national level. These fellows are taking in one another's chestnuts
and creating all kinds of deals with our State Department. The
Swiss agreement is an example, as I stated before. The President,,
after having rejected it once, by virtue of the pressure, as I understand
it, of the Department of Defense, eventually changed the duty of
certain watch movements and, which I am not in a position to quote
in detail. But there was a great furor. And the Swiss started to
do logrolling and pressuring to get something for it. They have
all got the "gimmees." So now we are going to reduce tariffs on 15
industries, or segments thereof, for Switzerland, in return for having
increased the watch duty.

Senator MALONE. What effect will that have on these industries
here?

Mr. MOLITOR. I don't know. One of those gentlemen who is in-
volved specifically with the Swiss situation is here, and as I under-
stand, is going to appear later. And that agreement, of course, is
against lace. I mean, we are always in the end of the parade.

Senator MALONE. Now, I understand that there can be no log-
rolling. Under our 1930 Tariff Act we had to learn as time went on,
and no doubt there was certain logrolling-one Senator would tell
another one something, and he would have no time to check-

Mr. MOLITOR. Human nature will always be the same.
Senator MALONE. But they realized that, and in 1930 cured it.

They re-created the Tariff Commission as an agent of Congress and
left to the Commission in the investigation and determination of the
difference in cost here of production here and abroad.

Mr. MOLITOR. Of course that started in 1922, actually. The first
flexible provision act started in 1922.

Senator MALONE. But it was broadened in 1930. So on their own
motion, or at the invitation of the President, any interested party
can get a hearing-for instance, you must have many different types
of lace-they can take up any type of lace upon your request. But
they only have one principle, and that is to determine the difference
of cost in this country, that is, the reasonable cost, and the reasonable
cost in the chief competitive nation, which might be France or Eng-
land or Switzerland, or whatever it may be, and recommend that to
be the tariff. Now, that, in effect, is what you are recommending that
we do.

Mr. MOLITOR. In effect I would like to qualify that recommendation
a little bit. No. 1, I would also like to clear the atmosphere. This
morning there was a gentleman who had been denied freedom of
speech and couldn't answer a question that you asked him relative
to Mr. Robert Lincoln O'Brien, who was chairman of the United
States Tariff Commission.

Senator MALONE. That is what they hide behind now.
Mr. MTOLITOR. I think I can help to clarify that, Senator. Mr.

O'Brien didn't exactly oppose the flexible provision of the Tariff Act,
but he did say it was difficult to administer it. And I quite agree
with him.

Why I say I would like to clarify that situation, I would like to
suggest that if we are to have a flexible provision that the comparison
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be made on landed duty paid cost and the American selling price, with
a reasonable profit, for this reason, that it is almost impossible to ob-
tain foreign manufacturing costs.

Now, we had an investigation, some importer had requested an
investigation of the industry under the flexible provisions in 1922,
it dates back that far. And they went to Europe, they went to
France, and they went to Great Britain. And the commodity ex-
perts were frank enough to say that it was utterly impossible for them
to get costs of production. Some of them refused to give it to them,
you see.

So if you take as a basis of comparison landed cost and American
selling price, and in the computation of that American selling price
what the Tariff Commission determines is a reasonable profit for
American goods, and then throw those recommendations of the Tariff
Commission to the Congress rather than in to the Executive, then
I am with you 100 percent.

Senator MALONE. Yes. Perhaps you do not know that at least
four times I have introduced a bill to that effect, and the bill is now
before the Senate committee. No hearings have ever been called on
it. As long as this kind of a thing is before us, I hardly expect
there will be, although I will do my best to bring about hearings.

I have introduced since 1948 a bill that would simply change
the name of the Tariff Commission, to be exactly as it is now in per-
sonnel and call it a Foreign Trade Authority.

Mr. MOLITOR. I have read every word of it, sir, and I am in coim-
plete accord with it.

Senator MALONE. It gives the Tariff Commission a chance to con-
sider reasonable cost here-not the highest cost or the lowest cost-
and the reasonable cost as compared to the reasonable cost abroad.

If they are unable to find out what that cost is, they can take the
landed declared by Customs cost and the offered-for-sale cost in this
country, which is very easy to obtain.

This committee knows-the Senate personnel knows-that they do
everything they can to cover up the costs there, and they use subsidies
of various kinds even as we do in selling our grain on the foreign
market.

But what we want to do, if we believe in the system of the differ-
ential in cost between this country and the chief competitive nation,
is to determine what that fair differential is and keep the tariff ad-
justed to that amount.

During the next month or the next 6 months or the next 6 years,
upon application the Tariff Commission can reexamine it and keep
cognizant and abreast of any changes in currency valuation and any-
thing else that will change the pattern, but that would only be a
simple amendment to the existing Tariff Act, would it not?

Mr. MOLITOR. That is right.
Senator MALONE. What I understand you to testify is that you are

for the Congress again assuming its responsibility under the Consti-
tution of the United States.

Mr. MOLITOR. That is right, sir.
Senator MALONE. And do it on a principle, just as we provided in

the 1930 Tariff Act, refer it to the Tariff Committee, an agency of
Congress. You are not for assigning this authority and responsibility
to one man, whether he be the President of the United States or the
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State Department or anyone else, who can consider all the factors
including international political upsets and the fancied good of the
whole Nation and all these factors which no one can define.

You are against that?
Mr. MOLITOR. I am very definitely against that, Mr. Senator.
Senator MALONE. As far as Japan is concerned, I think they are

doing exactly what they have to do-and I made a talk on the Senate
floor on the ocassion of the signing of the Japanese treaty saying they
would go with China and Manchuria.

Mr. MOLITOR. What we invite them to do, too, let's get that in there
too.

Senator MALONE. The treaty we signed with Japan nailed them to
the cross. They have to trade with the nations adjacent to them in
their area no matter who controls them.

Mr. MOLITOR. That is realism, that is right.
Senator MALONE. If we absorb everything or even a small part

of what Japan produces, whether it is lace or large machinery or
automobiles, and they work for 15 to 19 cents an hour or double it or
treble it, they will so far outproduce us that it doesn't make sense.

Mr. MOLITOR. That we haven't a chance.
Senator MALONE. Of course, while we were passing the bill last year

giving the additional billions to Europe or nations of the world under
the FOA, whatever it means-we change the name of it about every
year so people cannot catch up with it-the British then had a team
in Moscow and Peiping determining what trade they could secure
there.

I am not surprised that they are in Peiping again. I will say that
it makes you break down and cry when you read those reports and then
see what we are doing here.

Mr. MOLITOR. I pointed out in my presentation that they returned
from Peiping and made a new deal. I am not here to criticize the
British. I admire them. They have realism. I only pray to God we
get some of the same.

Senator MALONE. We are the only people on earth that are not for
their own Nation.

Mr. MOLITOR. That is right. I will say to you that there isn't one
nation on the face of the globe that would sit in a room here and debate
for a second the question of destroying an industry. That is what
we are doing.

It makes my stomach turn inside out when I read some of these
statements by one of the representatives of one of the great labor
unions to the effect that we will give these fellows a dole and move
them from here to there like so many pieces of dirt, men who have
spent their livelihood and environment in their industry. We will
train them to do something else. What is that something else? Please
tell me. I would like to know.

Senator MALONE. That has been very vague. That, in itself, should
convince everyone that that is the purpose to level our standard of
living with the other nations to the extent that the duty is lowered.

You referred to the letter to Congressman Martin. I want to say
I very much admire the President. He is a personal friend. I am
for him.

But I do not think he is correctly informed. I think they have
already hurt the industries. We heard Howard Young testify that
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his company is merely holding on to some properties because it is more
expensive to shut down and open up again than it is to keep going.

Mr. MOLITOR. Hoping that Congress will get some sanity.
Senator MALONE. Hoping that we will go back to a principle of

regulating foreign commerce. They have already been hurt. The
President has not been informed.

On February 27, 1951, I debated this matter at some length, and it
was reprinted-and in this connection I ask permission to insert in the
record at this time, Mr. Chairman, page 4 of this reprinted address
entitled "Karl Marx on Free Trade-1848."

The CHAMMAN. Without objection, it will be so entered.
(The statement referred to above follows:)

KARL MARX ON FREE TRADE-1848

Karl Marx, the outstanding Communist revolutionist of all time, made a very
significant address more than 102 years ago on the subject of free trade before the
"Democratic Club, Brussels, Belgium, January 9, 1848," He said at that time:

"In his celebrated work upon political economy, he [Ricardo, the leading econo-
mist of his time] says: 'If instead of growing our own corn * * * we discover
a new market from which we can supply ourselves * * * at a cheaper price,
wages will fall and profits rise. The fall in the price of agricultural produce
reduces the wages, not only of the laborer employed in cultivating the soil, but
also of all those employed in commerce or manufacture.'
"* * * Besides this, the protective system helps to develop free competition

within a nation. Hence we see that in countries where the bourgeoisie is begin-
ning to make itself felt as a class, in Germany for example, it makes great
efforts to obtain protective duties. They serve the bourgeoisie as weapons against
fuedalism and absolute monarchy, as a means for the concentration of its own
powers for the realization of free trade within the country.

"But, generally speaking, the protective system in these days is conservative,
while the free-trade system works destructively. It breaks up old nationalities
and carries antagonism of proletariat and bourgeoisie to the uttermost point. In
a word, the free-trade system hastens the social revolution. In this revolutionary
sense alone, gentlemen. I am in favor of free trade."

The principle has not changed in the 102 years since the outstanding Commu-
nist of all time said in effect that free trade destroys the workingman, and now,
since the investment in industry has risen from a few dollars per employed man
to an average of approximately $10,000, the investor is an equal victim.

Senator MALONE. This is what he said:
But, generally speaking, the protective system in these days is conservative

while the free-trade system works destructively. It breaks up old nationalities
and carries antagonism of proletariat and bourgeoisie to the uttermost point.
In a word, the free-trade system hastens the social revolution. In this revo-
lutionary sense alone, gentlemen, I am in favor of free trade.

Mr. MOLITOR. I have a copy of the entire speech. I would like to
say a few other things, if I may interrupt you.

I have been very suspicious of this whole thing. I know of no way
the Communist conspiracy could weaken this Government than eco-
nomically. Making a frontal attack militarily, I think we all agree
they would have their hands full.

But it seemed a very singular thing to me that in the various divi-
sions and branches of our Government in which they were carrying
on the function of this trade-agreement program that has been de-
stroying these industries-and that is the only proper place-tiere
were people like Louis L. Lorwin, alias Louis Levine-

The CHAIRMAN. The Chair would like to make this observation.
The Senator, of course, has a great deal of latitude in asking questions.
You are getting off of your prepared address, are you not?
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Mr. MOLITOR. Yes, I am finished with that.
The CHAIRMAN. We have five other witnesses. They have been

waiting all afternoon.
The Chair would suggest you not engage in any long discourse on

something not in your prepared address.
I think the witness should confine his answers to the subject at hand.

We owe some consideration to these gentlemen who have been waiting
aill day.

Senator MALONE. [ work an 8-hour day myself, about 10 hours in
general. So I don't think it will hurt them very much to wait a little
bit, but I sympathize with them.

The CHAIRMAN. Another thing you must realize, we have a schedule
for tomorrow and these gentlemen who are not reached today will
have to come back at the end of the hearings, 10 days to 2 weeks from
now.

Senator MALONE. I am hoping it will be at least that long.
The CHAIRMAN. It will be at the rate we are going.
Senator MALONE. I intend to make a record with each witness.
The CHAIRMAN. It is all right with me, but I hope you do it with

some moderation. I have great regard for you. I am not trying
to limit your questions. But I have some control over the schedule
of witnesses.

Senator -MALONE. Will you let him answer the question ?
The CHAIRMAN. I will interrupt any witness who doesn't answer

the questions directly, but goes far afield in a speech.
Senator MALLONE. I appreciate that. I think the witness feels very

strongly about it, as I do myself.
I think the situation has been given out here, as it has from the

Senate and many other places, that anyone who is for protection of
the workingmen and investors in industry on the basis of fair and
reasonable competition is a high-tariff man, and I must ask a few ques-
tions in order to explode that theory. I am not a high- or low-tariff
man-but for a duty or tariff continually adjusted on the basis of fair
and reasonable competition.

The CHAIRnIAN. I have no objections to the questions.
Senator MALONE. When you said these trade agreements are a one-

way street, just what did you mean by that?
Mr. MOLITOR. A number of nations have increased their tariffs and

in the press it has been quoted that they are doing so for bargaining
purposes.

After the agreements have been negotiated, as I pointed out to you
previously, cnrrenciei have been devalued and all sorts of trade re-
strictions, exchange manipulations, quotas, have been placed upon all
the imports in some cases of many of the countries with whom we
have made trade agreements.

Senator MALONE. What you mean by that, then, is that they know
what they are facing in these negotiations with our State Department,
in GATT, and that they may come before the Assembly-created Inter-
national Materials Conference under the new resolution of the United
Nations and they prepare for it.

So they have a situation which, when a trade agreement is signed,
means that by a simple act of manipulation of currency, they can de-
stroy the effect as far as they are concerned.
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Mr. MOLITOR. That is right, sir. In the case of the French agree-
ment which has affected us, as I have pointed out previously, the
French raised their tariffs, and I have the evidence here.

Secretary of State Hull even knew it and acknowledged it. Of
course, in the press we don't get access to all the secret negotiations.

Here is a news article. It is a very short one appearing in the New
York Times of February 16, 1947. They were gathering in Geneva
forthe first go round of the 23-nation parley. This is the headline:
"Parley on Tariffs Face Deferments."

Further on in the article it states:
Most countries in Europe are elaborating new schedules of duties as a basis for

bargaining This work is incomplete.

Senator MALONE. I would like to say that Secretary Hull, of course,
is no longer active, and I do not believe that he ever had in mind that
the situation that now faces us could be brought about by the trade
agreements he then advocated.

But in these negotiations and GATT at Geneva, the International
Trade Organization, which is inactive, but still there, the International
Materials Conference set up by the State department following the
refusal of the Congress to have anything to do with the ITO, and this
new Assembly of the U. N. Organization of World Trade, if this act is
allowed to expire and the State Department is no longer in power to
make trade agreements, then all of these extraneous organizations fall
of their own weight, do they not?

Mr. MOLITOR. That is right, sir, as I understand it.
Senator MALONE. In other words if our markets are not in the game

there is no game, if it goes back to the Tariff Conmission on the basis
of fair and reasonable competition or any principle that the Congress
may-set, subject to their own apl)roval, we are just not sitting in the
game and if we are not in the game with our markets, there is no game;
is that about it, is that about the way it is

Mr. MOLITOR. This is the market that they want.
Senator MALONE. It is like a sucker poker game when the stranger

comes to town with a bankroll. If he doesn't sit in, then there is no
game.Mr. MOLITOR. That is right. Our standard of living is so much
higher than the rest of the world it is naturally a lucrative market
for them.

Senator MALONE. It doesn't make any difference how much of a com-
lromise they are faced to make in this bill, the State I)epartment would
still be in charge so these extraneous organizations could still function;
is that it?

Mr. MOLITOR. That is my observation.
Senator MALONE. The summation of your testimony is that you

want it to revert to the Constitution of the United States to be under
Ihe direct supervision of Congress and the regulations under a flexible
system to be adjusted by an agent of Congress, the Tariff Commission?

Mr. MOLITOR. Made by an agent of Congress, the Tariff Commission,
reporting to the Congress rather than the executive.

Senator MALONE. May I point out to you that under the 1930 act,
everything is just as you suggest, except they recommend the changes
to the President.

59884-55-pt. 1- 24
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Mr. MOLITOR. That is right, sir.
Senator MALONE. But under the 1930 act the President has no power

to adjust the tariffs. He either accepts or rejects their recommen-
dations.

Mr. MOLITOR. That is right. But there again we have a parallel to
the trade agreements program.

If some foreign nation says, "No, Mr. State Department, don't let
them do that; don't let them increase that tariff," the executive by
virtue of the pressure from the State Department and its goodwill
ambassadors may deny an obviously necessary increase to save an
industry.

That is the reason I believe the power should be placed in the hands
of Congress.

Senator MALONE. That would only take a simple amendment to the
1930 Tariff Act.

Mr. MOLITOR. That is right.
Senator MALONE. In other words, we should operate on the principle

laid down by Congress is what you advocate?
Mr. MOLITOR. With the one exception that I pointed out before, and

that is that we should not attempt to make comparisons between cost
of production here and abroad, because of the fact that the cost of
production factor from abroad is not obtainable.

That should be predicated on American selling price with an arbi-
trary profit picture determined by the Congress or the Tariff Com-
mission as compared to a landed value of a like or similar article of
imp ort.

Senator MALONE. You would simply broaden the Tariff Commis-
sion's authority to find the selling price In other words, the de-
clared customs value is probably the selling cost and the offered selling
price, sale price, would have to include the profit, so if they considered
those two things, that would end the question.

Mr. MOLITOR. It is well within their province to do so. The country
can have every confidence in the ability and integrity and impartiality
of the United States Tariff Commission.

They are, in fact, a fact finding body, and have proven so in my
experience over the years.

Senator MALONE. They are an agency of Congress and only Senate
404 amending the 1930 Tariff Act would do the work.

Mr. MONITOR. Yes.
Senator MALONE. In other words, they need to have confidence only

in the Congress.
Mr. MOLITOR. That is right, sir.
Senator MALONE. Thank you very much for the opportunity, Mr.

Chairman
The CHAIRMAN. Thank you Mr. Molitor.
Mr. John M. Malkin, executive director, Schiffli Lace & Embroidery

Manufacturers Association.

STATEMENT OF JOHN M. MALKIN, EXECUTIVE DIRECTOR OF THE
SCHIFFLI LACE & EMBROIDERY MANUFACTURERS ASSOCIATION,
UNION CITY, N. J.

Mr. MALKIN. Gentlemen, my name is John M. Malkin and I am the
executive director of the Schiffli Lace & Embroidery Manufacturers
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Association of Union City, the official trade association for manufac-
turers of embroidery.

Mr. Molitor's group manufacturers lace, we manufacture embroid-
ery and burnt-out lace, which is a form of embroidery.

I am not an expert on foreign trade. I am not an expert on eco-
nomics. I know nothing about them. But I do know that I do not
want to become the executive director of a ghost industry.TIhere are 10,000 men and women happily engaged in making em-

broidery in northern New Jersey. My office is in the center of our
industry. From my window I can hear embroidery machines
humming.

I can see trucks running up and down the street transporting em-
broidery and supplies. I can see our embroidery workers going in
and out of drugstores, moving-picture theaters, supermarkets, furni-
ture stores. I see them going into city hall to pay their taxes.

I see them getting married, having parties, buying automobiles,
voting, running for public office, and in general doing all of the
wonderful everyday things that the people in an American community
do.

I do know that if the tariffs on lace and embroidery, or on any of
the "fancies" that could be substituted for lace and embroidery, are
reduced my industry would nielt.

I do not come here representing a few special-interest people. I
have the honor to represent the plea of the 10,000 workers in our
industry, of the 550 separate embroidery manufacturers, of the 200
embroidery processing and service companies, of the people in the
9 towns in the schiffli area and of the commercial and industrial life
of all of north Jersey.

Our industry is compressed into an area 6 miles long and 1 mile
wide in the northern part of Hudson County and the southern part of
Bergen County, N. J., known as the schiffii area. The section is
known as the schiffli area because the schiffli lace and embroidery in-
dustry is the principal employing group and the principal source of
livelihood of the people in the area. The center of our area contains
the New Jersey entrance to the Lincoln Tunnel and we are only a
few minutes from the busy women's apparel industry in New York
City.

We are afraid, and I think justly so, that if H. R. 1 is passed the
tariffs on laces and embroideries will be reduced. Our tariffs now
run from 60 percent to 20 percent and are not really sufficient to give
us complete protection.

In addition, we are now on the list of items for negotiation with
Switzerland in Geneva in April, as a result of the increase in tariffs
on the Swiss watch movements last year.

The schiffli embroidery industry produces high quality embroidery
in the most efficient manner possible. But our embroidery machines
are exactly the same as are used in Japan and Europe and can pro-
duce no faster in Union City, N. J., than they can in Japan or in
Germany, Austria, Switzerland, France, or Italy. American mass-
production methods cannot possibly make up for the labor cost
differential.

We pay wages to our employees commensurate to the American
standard of living. I don't think we have to apologize to anyone in
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the world for paying wages in lines with the American standard of
living.

The other embroidery producing countries pay amounts varying
from 19 cents per hour for the best embroidery labor in Japan to a
top of 57 cents per hour in Switzerland. Other countries pay amounts
between 19 and 57 cents per hour for their best workers. Family
shops, child labor, cottage labor (home work) and 24 hours per day
production result in even lower foreign labor costs. In addition to
low labor costs in foreign countries, they have the added advantange
of lower costs of raw materials because the principal price ingredient
in the cost of their raw materials is also labor.

Our domestic embroidery manufacturers compete closely with each
other on prices. We also compete with hand embroidery from sub-
standard areas in the world and with schiffli imports from Japan and
Europe. Our market is sensitive and a 10 percent increase in foreign
imports could depress our market prices enough to cause the prices
of American made embroidery to drop below cost. If that occurs,
there will be many cases of factories closing and widespread unem-
ployment would result in our industry and in many, many other in-
dustries in the schiffli area that are dependent upon the buying power
of our employees.

There is such a high percentage of the available working population
in the schiffli area engaged in the manufacture of embroidery that
should our industry begin to sicken it would be disastrous to our
area.

Our position in our nine towns in New Jersey is unique. Because
our machines are so heavy and so delicately balanced we cannot move
them easily. We have located there and we must stay there. We
are such an integral part of the economic structure of northern New
Jersey that general business conditions fluctuate in accordance with
business in the embroidery industry. I think it is safe to say that
almost every family in our area has at least one member connected
directly or indirectly with the embroidery industry.

Any kind of Federal assistance contemplated for the readjustment
and relief of our employees, our communities and our industries, how-
ever well intended, would be ineffective because we could not get
750 new firms to move into the 750 separate specially constructed
buildings that now house our industry.

Our volume during prosperous periods is about $100 million per
year. We now average between $65 and $75 million per year but
hope to raise it to our peak through style promotion and trade
promotion.

I object to the callous attitude that permeates those who are attempt-
ing to push H. R. 1 through Congress without regard for the perma-
nent damage which would inevitably result to our American economy
in the event that 11. R. 1 becomes the law of the land. It took us 60
years to build up our embroidery industry to its present position.
A tariff cut would ruin this wholly American industry overnight.
It would knock the props out from under us and hundreds of similar
industries throughout the country.

May I respectfully suggest that the extreme limitations on public
hearings with respect to the one measure, namely the tariffs, which
is of most importance to the American way of life is substantial
evidence that there are forces at work striking hard to kill tariff
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protection. There is an attempt being made to railroad through
H R. 1 without the opportunity of full and complete public con-
sideration of the effect of this law.

I do not understand why H. R. 1 is being pushed through without
Congress and the public being given a chance to evaluate the result
-of the GATT review and its import on our domestic economy and
without Congress being given a chance to weigh the findings of the
Tariff Commission on the special investigation on commodities which
have a present tariff of 50 percent or more.

I do object to the short period of time allowed for my presentation
and to the short notice of the scheduled date for my presentation.

We are not a defense industry from the standpoint of national
security and safety from enemy attack and we do not desire protec-
tion on that score. But we are considered a defense industry by the
Government and during the Second World War the Schiffli embroidery
industry produced all of the insignias and shoulder patches for the
United States Armed Forces and most of the Allied forces. These
insignias and shoulder patches are vital during time of war and neces-
sary for the morale of our fighting men. No industry so necessary
to our military effort should be allowed to be extinguished. No indus-
try that is considered a defense industry by the Government should be
threatened with tariff reductions and unfair import competition.
And we are important to the happiness of American women. It is
our function to make American women look more appealing to Ameri-
can gentlemen-to make the ladies look like ladies. Ours is a product
of beauty and no armchair economist or starry-eyed idealist can de-
tract from the efficacy of our effort.

I think that you will be interested to hear a telegram which I
received last night from John E. Otis, mayor of West New York, N. J.,
who last year was chairman of a parley of the ni-e mayors in the
schiffli area on the subject of equitable tariffs to pro: ct the American
lace and embroidery industry. Our mayors are fine public -spirited
leaders and they are worried about our industry. The telegram
follows:
JOHN M. MALKIN.

Executive Director of the Sehiffli Lace anid
Enzbroidery Manufacturers Associa tion,

Union, City, N. J.:

I wish you every success in your appearance before the United States Senate
Finance Committee March 7. As you captain the "schiffli" through the treacher-
,ous waters ahead please be assured of our continued concern. I lend my breath
to the 10,000 employees and their families who combined shall power the sails,
and who shall look for an embroidered flag of victory upon the mast of the "little
ship."

JOHN E. OTIS,
Mayor of West New York, N. J.

I respectfully request that exhibits A through E attached to this
statement be made a part of the record and considered with this
statement.

We respectfully request that this committee and the Senate carefully
consider our plight and we earnestly urge that the tariff protection not
be reduced on schiffli lace and embroidery or on any lace or trim-
ming or "fancy" that might be substituted for our product. We ask
this for our 10,000 people, our 550 manufacturers of embroidery, our
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200 embroidery processing and service companies, for our commu-
nities and for the economic health of all northern New Jersey.

The CHAIRMAN. All right, sir. Any questions?
Senator MALONE. What about these exhibits attached?
The CHAIRMAN. They will be included in the record.
(Exhibits A through E submited by Mr. Malkin follow:)

[Reprint from Monday, February 21, 1955, Issue of the Hudson Dispatch. The Hudson

Dispatch Is the daily paper circulated in northern, New Jersey].

EXHIBIT A. KILL THIS' BILL IN SENATE

The tariff-cutting bill, sponsored by Eisenhower administration's freer for-
eign trade advocates may knock the bottom out of our embroidery industry in
north Hudson and east Bergen territory, provided that it passes the Senate,
as it did the House of Representatives on Friday, and the President cuts tariffs
on textile products the full limit permitted in the measure-15 percent in 3 years.

With "Eisenhower Democrats" providing the necessary votes, despite opposi-
tion from a large bloc of Republicans, the tariff-cutting measure, euphemistically
labeled "Foreign Trade Bill," was jammed through the House without even the
lone amendment to which opponents had been restricted, by a vote of 295 to 110.

We are glad that Representatives T. James Tumulty of the 14th District that
includes Hoboken, upper Jersey City and most of north Hudson; Alfred D. Sie-
minski of the 13th District, which lies in Jersey City and Bayonne, and Frank
C. Osmers, Jr., 9th District, all voted against the measure. Representative
William B. Widnall of the 7th District, was recorded as approving.

Herman Mitler, president of Schiffli Lace and Embroidery Manufacturers
Association, while disappointed over the passage of the tariff-cutting bill in
the House, expressed the belief that it would not get through the Senate without
protective amendment. Mr. Mitler blamed import-export interests for the success
of H. R. 1. He said they had spent fortunes in propaganda to make it appear
that the country is in favor of a free trade philosophy.

Mr. Mitler predicted that if the foreign-trade bill gets through the Senate
without amendment, and is signed by the President, thousands of small businesses
would be pushed to the wall, if the full tariff reductions under the proposed law
are carried out, and among them many embroidery establishments. The greatest
center of embroidery and lace manufacture in the world is located in north
Hudson and east Bergen County.

How the bill split party lines was shown by the final vote, in which 186 Demo-
crats lined up with 109 Republicans in support of the Eisenhower measure.
Against were 75 Republicans and 35 Democrats.

As finally adopted by the House, the bill would extend until June 30, 1958, the
Trade Agreements Act. It would give the President power to cut most tariffs
5 percent each year for 3 years, without approval of Congress, providing the
changes were made in return for concessions from other nations. Duties on
products imported in negligible amounts might be cut as much as 50 percent
in return for concessions.

Just before the vote on motion of Representative Reed (Republican, New York>
to send the measure back to Ways and Means Committee for revision, Minority
Leader Martin (Republican, Massachusetts) read a letter from President Eisen-
hower, in which he stated that he had been surprised to learn that some Members
of Congress were "not wholly familiar with my philosophy" concerning proper
administration of the trade program. The President emphasized that the pro-
gram "will powerfully reinforce the military and economic strength of our own
country and is of the greatest importance to the free world." The President
said that it underlies much of America's military effort abroad, and promises
"ultimate relief from burdensome foreign assistance programs now essential
to free world security." The President denied that the measure would be
inimical to the interests of America and disclaimed the contention of critics
that it would result in throwing out of work thousands of American workmen.
"Obviously," he wrote, "it would ill serve our Nation's interest to undermine
American industry or to take steps which would lower the high wages received
by our working men and women. This program, therefore, must be and will
be administered to the benefit of the Nation's economic strength and not to its
detriment. No American industry will be placed in jeopardy by the administra-
tion of tlis measure."



TRADE AGREEMENTS EXTENSION 369

That letter clinched the passage which followed the defeat of the Reed
motion to return the bill to Ways and Means Committee. Representative Reed
sought to limit the President's power of tariff cutting to those recommended
by Federal Tariff Commission, unless reversal of the FTC was to safeguard the
security of the Nation, in which case the President would have had to give
Congress his reasons for acting contrary to FTC recommendations.

It will be noted that the President, in his letter, (lid not say that no tariff
would le cut that injured industry in this Nation. He said that no reductions
would be made that would "jeopardize" industry. That's a big difference, and
between them many small plants could be closed and thousands thrown out of
work without actually jeopardizing the whole industry.

Senate Finance Committee will now take up the bill, and it is there that
industrialists and unionists and nonorganized workers should make their fight
to revise the measure so that it will not injure any industry, particularly those
in Hudson and Bergen Counties. Among those most likely t, be hurt by the
proposed law is our embroidery manufacturing. All Japan needs to liood this
country with cheap-labor-made textile products is a low enough tariff.

Some manufacturers felt the keen competition of Japan's loy-wage industries
in the pre-Christmas season last year. There were goods that came into this
country, despite the present tariff wall, that were sold for less than they
could be produced in this Nation, where vage rates are from 5 to 10 times
higher than they are in Japan. What will happen if the present tariff is re-
duced 15 percent presents a nightmare for some American manufacturers to
contemplate.

EXHIBIT B. RESOLUTION INTRODUCED INTO THE NEW JERSEY LEGISLATURE BY HON.
MAURICE V. BRADY, ASSEMBLYMAN FROM HUDSON COUNTY, ON MAY 17, 1954

Whereas the increased importation of lace and embroidery products that come
into competition with the output of factories of Hudson County, N. J., replacing
the products of Hudson County's lace and embroidery industry, is a constant
menace to the State's continuing economic stability;

Whereas the lower wages paid abroad make it impossible for many of our
smaller and medium-sized producers of lace and embroidery products to com-
pete with imports without resorting to ruinous price-cutting, which in turn
would result either in financial losses or heavy pressure for wage reductions
and outright unemployment;

Whereas under proposed legislation, the President, on recommendation of the
Tariff Commission, controlled by the President, would he able to reduce tariffs
on imports from Japan down to 50 percent of what they were on January 1,
1945, or by one-third for any years of the 3-year period that this measure would
cover. Many tariffs would be cut by 5 percent for each of the 3 years:

Whereas if the tariff on lace and embroidery products is lowered, then em-
broidery shops in Japan, Austria, Switzerland, and Germany could capture the
American embroidery market by utilizing cheaper labor and underselling Hud-
son County;

Whereas our national obligations have reached such extreme proportions that
the national income must be maintained at its present unprecedented high
level, or close thereto, lest we become insolvent;

Whereas pressure that comes from imports of lace and embroidery products
will render the upholding of the local economy at its high levels most uncertain
and difficult, unless all import trade is placed on a fair competitive basis and
the potential injury therefrom thus contained ; and

Whereas a maximum of such trade results from a prosperous domestic econ-
omy freed from the threat of a breakdown resulting from unfair import com-
petition: Therefore be it

Resolved, That the General Assembly of the State of New Jersey hereby memo-
rialize the Congress of the United States that adequate safeguards be provided
in tariff and trade legislation against the destruction or lowering of our Ameri-
can standard of living, the labor standard of our workmen, and the stability of
our economy by unfair import competition of foreign lace and embroidery; and
be it further

Resolved, That copies of this resolution be transmitted to the President of the
United States, the Vice President of the United States, the Secretary of State,
the Secretary of Commerce, the Secretary of Labor, the Secretary of Agricul-
ture, the Chairman of the United States Tariff Commission. the Speaker of the
House of Representatives, and each Senator and Representative from New Jersey
in the Conaress of the United States.
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.[Lead editorial reprinted from Hudson Dispatch of Wednesday, May 19, 1954. The Hudson
Dispatch is a daily newspaper circulated in the northern part of Hudson County and
southern part of Bergen County, N. J. Circulation is 55,0001.

EXHIBIT C. DON'T KILL NORTH HUDSON INDUSTRY

North Hudson faces a gravgqeril.
Because its greatest industry-embroidery and. lace manufacturing-is in

danger of having to compete with the low-wage products that Eisenhower
administration wants to bring in from Japan at greatly reduced tariffs.

The Kean bill, which is the Eisenhower administration's effort at promoting
internationalism at the price of throwing out of work highly paid American
workmen, will be fought bitterly in the House of Representatives. A meeting
has been called by representatives of the embroidery industry for tomorrow
in Union City to organize a fight against this threat to North Hudson's principal
product.

Under the Kean bill, the President, on recommendation of the Tariff Com-
mission, controlled by the President, would be able to reduce tariffs on imports
from Japan down to 50 percent of what they were on January 1, 1945, or by
one-third for any years of the 3-year period that this internationalists' measure
would cover. Automatically many tariffs would be mandatorily cut by 5 percent
for each of the 3 years.

The proposed law would apply to other goods, but North Hudson is prin-
cipally interested in its effect on the embroidery industry, for here in North
Hudson and East Bergen is the greatest center for such manufacture in the
whole world. Even the well-known Swiss embroidery industry takes second
place to ours. But Japan is the most feared competitor because of the cheap
standard of living in that country that begets cheap labor, which earns, in
Japan, as low as 19 cents an hour and, in Switzerland, up to 57 cents. When
these wages are compared with the average of about $1.76 paid for skilled
workers in the North Hudson embroidery industry, it is plain that steep cuts
in the import tariffs might ruin the American trade.

There are some 550 large and small embroidery and lace-manufacturing plants
concentrated in the North Hudson-East Bergen County area. In addition, there
are approximately 200 bleaching, dyeing, finishing, and other processing shops.

Mayor John E. Otis, of West New York, realizing the seriousness of this
low-tariff threat against North Hudson's $75 million industry, has accepted
the chairmanship of the committee of officials on which will be all the mayors
of the municipalities in which the industry is located in this section of the
State.

Congressman Edward J. Hart has pledged that he will fight the Kean bill,
which has the support of President Eisenhower and, therefore, may be hard
to beat.

(Lead editorial reprinted from the Jersey Journal of Wednesday, May 19, 1954. The
Jersey Journal is a daily newspaper circulated in Hudson County, N. J. Circulation is
101,000]

ExHIBIT D. SCHIFFLI AND TARIFF

One of the world's greatest centers of the embroidery industry is in Hudson
County-particularly in North Huds,n. In small buildings, converted garages,
spaces which were once the "family entrance" back rooms of saloons, and many
other industrial nooks and crannies, schiffli machines snake lace and em-
broidery.

It is that kind of industry; a great niany small operations. It is concen-
trated because the men and women with the necessary know-how are con-
centrated in North Bergen, Union City, West New York and the surrounding
communities. The industry estimates its working and dependent population at
10,009 families.

Right now it is faced with a problem in-of all things -tariffs. The tariff
on embroidery is due for reconsideration. If it is lowered, then embroidery shops
in Japan and Italy and Germany could capture the American embroidery market
by utilizing cheaper labor and underselling Hudson ('onty.

Of course, as with taxes, everyone says of tariffs: "Do it to the other fellow
but not me."

Hudson County will have to offer a better argument than that if it expects
this quiet but important industry to survive. Ilu(lsoj County can offer better
arguments. In fact, the mayors of the various Hudson communities, the Hudson
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Congressmen and civic leaders will meet tomorrow in Union City to outline such
arguments.

There are two good reasons which will be advanced almost certainly:
101,000]
1. If the embroidery industry is closed down by adverse tariff rulings, nothing

can replace it. What else could be made in thOse little shops? It is not like
substituting tractor manufacture for railroad car manufacture in a big plant.
The embroidery factories would be lost to production, they would decline as real-
estate tax ratahles, their people would have to be scattered to other industries
to be retrained, if reemployed at all.

Would this do our friends abroad any good! Probably not as much good as
it would do us harm. Thus, in an effort to create trade (to replace aid) we
would be injuring ourselves far more than the benefits abroad could warrant.

2. If the embroidery industry is not closed down, it will be no great blow to
the people abroad whom we want to help in a practical way by developing trade
with them. They are not now dependent upon the industry; they cannot lose
what they do not have.

Hudson County's world-famous schiffli industry has good reasons why it
should survive. It is not asking favors nor asking for survival solely on a
patriotic basis. Sound tariff policy can keep our embroidery industry going
without hurting the people of Europe and Asia whom we wish to help.

RESOLUTION ADOPTED AT A PARLEY OF THE IAYORS OF CLIFFSIDE PARK, FAIRVIEW,
GUTTENBERG, JERSEY CITY, NORTH BERGEN, SECAUCUS, UNION CITY, WEEHAWKEN,
AND WEST NEW YORK HELD AT THE Swiss TOWN HOUSE IN UNION CITY, N. J.,
ON MAY 20, 1954, AND READOPTED JANUARY 25, 1955, AT CONFERENCE IN THE

SCHIFFLI LACE AND EMiiROIDERY MANUFACTURERS ASSOCIATION, UNION CITY,
N.J.

Whereas there are 550 firms engaged in the manufacture of schiffli lace and
embroidery in Hudson and Bergen Counties in New Jersey, comprising 92 percent
of the schiffli lace and embroidery industry in the United States, which firms
with their allied processing trades also located here employ more than 10,000
citizens of New Jersey;

Whereas schiffli lace and embroidery is extensively used in the clothing indus-
try for gowns, dresses, underwear, shoes, hats, blouses, handkerchiefs, gloves,
baby clothes, handbags and coats and in the home-furnishings industry for bed-
spreads, sheets, curtains, drapes, tablecloths, and scarfs;

Whereas the schiffli lace and embroidery industry is vulnerable to import
competition from Japan and Europe;

Whereas the menace of such imports lies principally in the foreign competitive
advantages derived from low wages prevailing abroad: Therefore be it

Resolved, That the Congress of the United States is respectfully petitioned
and memorialized to safeguard this industry so vital to the economy of northern
New Jersey by maintaining the present tariff levels on lace and embroidery.

Mayor Francis J. Murphy of Cliffside Park, Mayor Louis Battaglia of
Fairview, Mayor Herman G. Klein of Guttenberg, Mayor Bernard
J. Berry of Jersey City, Mayor John J. Roe of North Bergen,
Mayor John J. Kane, of Secaucus, Mayor Harvey J. Thourot of
Union City, Mayor Charles F. Krause of Weehawken, Mayor John
E. Otis of West New York.

Senator MALONE. Mr. Malkin, you represent the workers in this
industry as well as the manufacturers?

Mr. MALKIN. Yes, sir.
Senator MALONE. Do you have any resolution or any direction

from the workers there to that effect?
Mr. MALKIN. No, sir. There is only one that could come down

to present the story, and I am it.
Senator MALONE. Do you have a union there?
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Mr. MALKIN. Yes, sir. We have a union that represents one-third
of the shops, manufacturing shops, which constitute about one-half
of the machines involved and about one-half of the employees.

The rest of the trade, which does not have the union, still pays the
wage that is determined by the union in their negotiations with their
employers.

Senator MALONE. These other employees join you in this statement?
Mr. MALKIN. Yes sir.
Senator MALONE. What are these machines that you described?

How do they operate, and what is the size of the machines and cost
or them .

Mr. MALKIN. Sir, this is a shuttle that fits into the back of the
machine. You notice that it looks a little bit like the hull of a
ship. If you can visualize a mast and a sail, you can think of it
as a little ship.

Senator MALONE. Describe the size of it.
Mr. MALKIN. The shuttle is 11/2 inches long. In the German

language schiff means ship, and the Swiss use of the German lan-
guage--schiffli would be little ship. The shuttle is schiffli. The em-
broidery is schiffi. The machine is schiffli.

Mr. Molitor's is a woven lace, and ours is a stitched process like
my necktie or my handkerchief.

Our machines weigh in excess of 8 tons. We now have a completely
American machine on the market. It retails for $62,000.

Senator MALONE. That is a machine that uses a multiplicity of these
shuttles.

Mr. MALKIN. A thousand shuttles.
Senator MALONE. In one machine?
Mr. MALKIN. A thousand shuttles and a thousand needles. The 10

yard machine has approximately 600 shuttles and a 15 yard machine
has more than a thousand shuttles.

Senator MALONE. This is an automatic operation, isn't it?
Mr. MALKIN. Yes, sir. It works on a punching which is a card

similar to a jaquard card. It looks roughly like the cardboard rolls
that were used in the days when we had electric pianos, and it has
holes in it and the holes activate the machine and cause it to make
a specific design.

Senator MALONE. How many workers do you have on a machine
of this kind?

Mr. MALKIN. About five workers per machine.
Senator MALONE. What other employment is there besides the ma-

chines that take up the 10,000 workers?
Mr. MALKIN. We have a segment of the trade, sir, that sells the

embroidery thread. They are known as yarn dealers. They sell
this thread.

It has to have a twist opposite the twist of thread used in the other
segments of the textile trade. We have a segment of the trade in-
volved in bleaching and finishing the embroidery after it is manu-
factured.

We have a segment that does nothing but cut the loose thread be-
tween the two specific designs. They are known as thread cutters.

We have scalloped cutters who cut the edges of the embroidery by
hand and by machine.
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We have designers who create the pattern of the embroidery design.
We have punchers who transpose the design from the work of the
designer to the punching.

Senator MALONE. These are all expert workers, expert in their own
particular line?

Mr. MALKIN. Yes, sir.
Senator MALONE. What wage do they receive, generally speaking?

What is the range of the hourly wage?
Mr. MALKIN. The hourly wage varies in accordance with the time

of the year, the season of the year, and in accordance with the field of
employment; that is, the type of work the man does.

But $1.75, $2, or $1.85 for ordinary work. A puncher or designer
gets a great deal more.

Senator MA\LONE. Are these machines available to other nations
where this same product is produced?

Mr. MALKIN. Yes, sir. We have approximately 1,100 machines in
our area. Switzerland has 853. Austria has 569. East Germany
behind the Iron Curtain, Plauen has several hundred. I don't know
the exact condition of the machines.

Senator MALONE. How many could they have in Japan?
Mr. MALKIN. To the best of my knowledge, under 300.
Senator MALONE. But other machines are available to Japan?
Mr. MALKIN. There are two companies in the world-Saurer in

Arbon, Switzerland, and the Reiner Co. in Weehawken, N. J.
But there is a movement in secondhand machines.
Senator MALONE. And they would be available to Japan or any

nation going into the business?
Mr. MLKI=. Yes, sir.
Senator MALONE. Would you say the wage rates in Japan are 19

cents an hour and in Switzerland 57 cents an hour?
Mr. MALKIN. That is conservative. I have heard figures of less

than 19 cents an hour in Japan.
I have heard of figures of less than 50 cents an hour in Switzerland.
Senator MALONE. Assuming that that is the price, are these work-

er4 as efficient as American workers after they get started?
Mr. MALKIN. More efficient per dollar, because they will work

longer hours and they will work faster. We have an American mode
of treating our employees. We will not ask an American employee
to do something that we don't think is proper.

We don't ask him to work too quickly unless there is an emergency.
Iut I understand they don't have that same regard in Japan.

Senator MALONE. Do you here in New Jersey have industrial in-
surance and unemployment insurance and social security?

Mr. MALKIN. Yes, sir.
Senator MALONE. Would you outline, or do you know what that

costs the worker; are you familiar with that part of it?
Mr. MALKIN. I would not want to do that, sir.
Senator MALONE. Do these workers in Japan and Switzerland have

the same protection that we have here?
Mr. MALKIN. No, sir.
Senator MALONE. Von know that?
Mr. MALKIN. Yes, sir.
Senator MALONE. I have made the remark before now that there are

some nations where their entire wage is lower than our combined in-
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dustrial insurance, unemployment insurance and social security, and
I think that obtains in a very few nations. Mostly it is a little higher
than what we pay for protection, but not very much.

But in any case, you don't think you can compete with these nations
without a proper duty or tariff to make up the difference?

Mr. MALKIN. No, sir; we cannot compete without an equitable
tariff.

Senator MALONE. What is that tariff now, or duty, if you know?
Mr. MALKIN. It goes from 60 percent to 20 percent. Sixty percent

for the main. Our tariff may be adjusted in secret negotiations with
Switzerland in April in Geneva.

Senator MALONE. You mean it is under consideration now?
Mr. MALKIN. Yes, sir.
Senator MALONE. How did you find out that much?
Mr. MALKIN. The notices regarding negotiations with Switzerland

came down last week, sir, and 1529A and 1529B, which comprise almost
all of our product, head the list.

Senator MALONE. Are you invited in before the Geneva Conference
in the discussions?

Mr. MALKIN. No, sir; they are secret, sir.
Senator MALONE. You have been informed that they are?
Mr. MALKIN. Yes.
Senator MALONE. What do you do in wartime? Have you ever

been converted to any war production; that is, material that is needed
in wartime?

Mr. MALKIN. Sir, we do not really claim to be a war industry entitled
to protection because of that aspect of our product, but during the
war we produced all of the emblems for the Armed Forces.

Senator MALONE. What you really claim protection for is that you
are a substantial sector of the economy of this area.

Mr. MALKIN. Yes, sir.
Senator MALONE. Of course, in my personal opinion, that has

always been enough to claim the protection of the differential between
the cost here and in the chief competitive nation. Is that about what
you advocate? Our own strong economy is the greatest national de-
fense weapon.

Mr. MALKIN. Yes, sir; that would be sufficient.
Senator MALONE. If it is done on principle, as it would be under

the 1930 tariff law, and this 1934 act were to expire so that the State
Department would be out of such negotiations in the future, then you
would be satisfied?

Mr. MALKIN. Yes, sir.
May I in answer to your question a moment ago say that Switzerland

in 1954 had a very excellent year and still requests a drop in the tariff
on embroidery, and I have before me a Foreign Service dispatch from
the American Embassy in Bern dated January 31, 1955. i will read
the first two sentences.

The high level of economic activity which has characterizd the Swiss economy
through 1954 continued in December and the prospects for a prosl)erous new year
are excellent. Unemployment is negligible.

Senator MALONE. In the Geneva Agreement on Tariffs and Trade,
in the International Materials Conference, the United Nations Assen-
blv resolution creating another worldwide trade organization, the pre-
sumed objective is to distribute the markets of this Nation among

374



TRADE AGREEMENTS EXTENSION

the nations of the world. Do you understand that if this act is not
exended and it reverts to the Tariff Commission on the principle of
fair and reasonable competition or that difference in cost, that these
organizations are no longer effective?

Mr. MALKIN. Yes, sir.
Senator MALONE. And that is what you would like to see?
Mr. MALKIN. Yes, sir.
Senator MALONE. I thank you, Mr. Chairman. That is all.
The CHAIRMAN. Thank you, Mr. Malkin.
Mr. George J. Burger, vice president, National Federation of Inde-

pendent Business.
We are glad to have you, Mr. Burger.

STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL
FEDERATION OF INDEPENDENT BUSINESS

Mr. BURGER. I am George J. Burger, vice president in charge of
legislative activities, National Federation of Independent Business,
740 Washington Building, Washington, D. C. Our national head-
quarters are located in Burlingame, Calif. We also maintain division
offices at New York City, Cincinnati, and Chicago.

It must be understood by Members of Congress that no officer or
group of officers is permitted to speak for the federation as to its
Position on any legislative or economic problems unless so directed
ya nationwide poll of our members. The entire membership is

polled and the results of these polls give the executive officers the
authority to act in behalf of the members.

I am appearing in opposition to any further extension of the
reciprocal trade agreement. I am basing this action on the current
poll of our membership, instituted by the federation, in the past 30
days. The proposition put to the members was as follows:

Argument for: To promote prosperity and strengthen ourselves and the free
world, we must promote international trade. We can do so by lowering tariffs.
This bill doesn't interfere with safeguards for our own industry. Effect of
tariff cuts is overplayed. Surveys show 4.3 million United States workers
depend on export and import business. Much is said of effect of foreign oil
imports on coal, when actually coal is suffering from railroad dieselization and
increased gas use. We ask other nations not to trade with the Reds. Where,
then, can they trade, but with Us?

Argument against: The United States is now a low-tariff country: only 7
nations have lower percentages of customs collected to imports. While we
cut tariffs, other nations build walls against our goods. We have gotten very
few benefits from tariff cuts of the past 20 years. Our allies do not need addi-
tional aids. Their industrial production has risen from 31 percent to 73 percent
above 1938. We have never tested our present tariff policy under normal world
conditions. Let's do so, and see what happens to our own country, before cut-
ting further. We must not weaken our own economy needlessly.

I was advised by Western Union wire from our head office at
Burlingame, Calif., by our president, Mr. C. Wilson Harder, of the
results of the poll on March 1, 1955. The telegram read as follows:
"Mandate 209 vote on H. R. 1 as follows: 28 percent for, 64 percent
against and 8 percent no vote."

The mandate referred to above is attached hereto as permanent
exhibit in connection with this testimony.

Our Nation has been most charitable during the past decade or
more in its financial aid to nations throughout the world. Billions
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upon billions of dollars have been appropriated and spent by the
Federal Government in the hope of rehabilitating the economy of
these foreign nations.

It is significant and important to note in recent comments from
foreign correspondents of leading newspapers of this Nation that
the reports state that many of the nations who have been aided have
shown considerable improvement in their economic situation, some
nearly equaling peacetime records and even exceeding them. I think
a review of the comments recently expressed by that competent cor-
respondent, Michael Hoffman, of the New York Times, will verify
the statement I have just made.

It is also interesting to note a financial statement made by the
chairman of the board of the Goodyear Tire & Rubber Co. on Febru-
ary 22, 1955, referring to the operations of his company in the past 12
months. He stated:

Sales increased last year in other parts of the world, especially in the British
Empire and Western Europe. This increased volume in Europe reflected busi-
ness recovery from the effects of the war.

Which would seem to prove that Europe and the rest of the world is
not doing too badly.

In the course of our daily contacts with our small-business member-
ship throughout the Nation, we have been notified of the serious im-
pact on their own individual businesses due to the excessive imports
of foreign goods, for example, motorcycles, bicycles, and tinfoil, and
so forth, in which some ol our people made the report that it was
coming from behind the Iron Curtain countries.

More recently, from membership in the State of Texas. complaints
have come in of excessive importation of Egyptian cotton. I could go
on and relate the reports from many other producers or distributors
in small business of this Nation who have registered protest against
the excessive imports of cheap foreign goods, all tending to reduce
their position in the production or distribution field.

We believe that the reciprocal trade arrangement has gone far
enough and that this power should now revert back to the Congress
and to the Tariff Commission where it rightfully belonged in the first
place.

Our interest, Mr. Chairman, is to protect the people we represent,
the independent businessmen, and indirectly thereby American em-
ployment generally.

In conclusion, we respectfully request that you vote "No" on the
extension of the reciprocal trade agreement.

The CHAIRMAN. The ballot to which you referred will be inserted
in the record.

(The ballot referred to is on file with the committeee)
The CHAIRMAN. For the record, I want to say that the National

Federation of Independent Business is a very fine organization, and
in Mr. Burger it has a fine representative.

Mr. BURGER. Thank you very much, Mr. Chairman.
The CHAIRMAN. Any questions?
Senator MALONE. Mr. Burger, how many members do you have in

your organization?
Mr. BURGER. Just about 100,000. It fluctuates between 93,000 and

100,000, due to mortality and whatnot. This poll, Senator Malone,
reached, I would believe between the mailing of 93,000 to 100,000
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and then we have 200 men in the field in their solicitations who present
this mandate to new prospects or whatnot-I would say this poll
made within the past 3 days must have reached at least 125,000.

Senator MALONE. You talk about the recovery of the European
nations and Great Britain. Do you know anything about their habit
of selling their material to the Iron Curtain countries and now to
China?

Mr. BURGER. All I can say, like the late Will Rogers said, "All I
know is what I read in the papers about it."

Senator MALONE. You read enough in the papers, and I doubt if it
is all there.

In our best judgment, they are continuing to trade with these coun-
tries; are they not?

Mr. BURoR. Exactly.
Senator MALONE. We have furnished them money to build their

plants, and we build our competition to the extent that we lower our
uties and tariffs to allow them to displace our production here;

wouldn't that be a, fair statement?
Mr. BURGER. That is correct.
Senator MALONE. The amount that they produce above what they

use themselves, they are presumably shipping to these other coun-
tries.

Mr. BURGER. There is no question about that.
Senator MALONE. Then what we have really done is built up our

own competition.
Mr. BURGER. That, is correct.
Senator MALONE. In 1948 I tried to explain that on the Senate floor

when many thought that all we had to do was to increase produc-
tion. There would be no problem in financing additional production
if you have the market and the feasibility their factors add up right,
any private outfit will do the financing. It is only when you build
beyond the ability of the market area to consume, that there is a prob-
lem of marketing the product. In that case under our foreign policy
we are supposed to divide our market with them or furnish taxpayers'
money which will not be repaid--or both.

Mr. 3RGER. rThat is right.
Senator MALONE. I said at that time that in due time this European

production capacity would be so overbuilt that we would either have
to market the product here or dispose of it behind the Iron Curtain.
Otherwise the investment would be lost.

Mr. BURGER. That is correct.
Senator MALONE. Our investment is lost to us anyhow, but it is

also lost to them unless they can sell to us or to the Iron Curtain coun-
tries. That would be true, would it not?

Mr. BURGm. That is correct.
Senator MALONE. It was a mystery to me why the Congress could

not see it at that itme. I think the public did see it, as a matter of
fact but could not stop it.
Mr. BURGER. Senator Malone, I am not a professional trade as-

sociation man. I have been in my own business for close to 40 years.
I have traveled this country back and forth.

My education is limited, but I have had an extensive business edu-
cation. I would think that the foreign trade program that developed
shortly after or just at the tail end of the depression-I think today
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that Congress from what I can observe and the expansion of a lot of
these American plants all over the world, that they ought to take a
very careful look into this tariff situation, because you know and I
know that we have been living in a war economy, and when we get
back to a peacetime economy, with very low tariffs, anything can
happen to the employment situation, and small business will be one
of the victims that is going to be hit.

Senator MALONE. It will take another war to keep up employment;
is that it?

Mr. BURGER. That is right.
Senator MALONE. Speaking of business education, we are very long

on education in W"ashington and a little short on business education.
I am glad to see you here.

These foreign plants financed by American money with the bait
held out-and we have already done this-of lowered duties and tar-
iffs below that differential cost, with the use of the low-cost labor can
now undersell the American production in many industries. Is that
right?

Mr. BURGER. That is right.
Speaking down in Charles Town, W. Va., 2 years ago this May,

I was very much amazed that I happened to be invited there before
this college and speaking on this economic situation and its effect
from abroad, 1 or 2 gentlemen stood up and said they weren't con-
cerned about this low-priced labor in Europe, the American laborer
would be able to know how to meet and beat that competition-or
American industry would.

I cannot see it in the wildest imagination.
Senator MALONE. Were they talking about the American labor

being able to work in those foreign countries or American capital big
enough to go to the foreign countries and hire the low-cost labor?

Mr. BURGER. They were talking about American competition,
American industry being able to compete even at the low-cost labor
in foreign markets.

Senator MALONE. Did they know that the same American industry
is now establishing foreign plants in those countries to use the low-
cost labor and bring the stuff back here?

Mr. BURGER. I don't know. I should think they would.
Senator MALONE. Maybe they did not know that.
Mr. BURGER. Oh, yes. A little off the subject, Mr. Chairman, I

recall that it was brought to my attention during World War II
while I was in the building here-whether it was so, I don't know-
but a cartel arrangement between American and British and foreil
producers to earmark the markets of the world on tires that would be
manufactured, and when I brought that to the attention of labor
leaders in that industry, they said they would be able to take care of
that situation.

I questioned whether they ever would.
Senator MALONE. Don't they take for granted that this low-cost

labor is using obsolete equipment in manufacture when they say those
things?

Mr. BURGER. Who is using obsolete equipment?
Senator MALONE. I say, don't these people-these professors and

hand-raised economists-all assume that the foreign workers are using
the same old obsolete equipment that they used before the war?
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Mr. BURGER. Then they ought to attend the hearings before this
body and the House Ways and Means Committee and hear the wit-
nesses before these committees, that they have very modern ma-
chinery.

Senator MALONE. That is axiomatic, whenever an American in-
vestment goes abroad or we furnish the money to build a new plant
it is the best in the world of its kind because it is the last one.

I have inspected these plants in many of the countries. That is a
sensible thing to expect, and that is what happens. Then you have
to say that the 19 cents an hour labor in Japan, that a trained Japanese
worker cannot do as much work as an American using modern machin-
ery, or he cannot do one-eighth as much because he is getting one-
eighth of the pay.

'lir. BURGER. That is right.
Senator MALONE. Of course, it is silly, we all know that.
That is what we are still being told and the propaganda that is

going out from the State Department.
Mr. Burger, I am very glad you have come before the committee.

I understood you to say, that the purport of what you said, is that
this act should not be extended.

Mr. BURGER. That is correct.
Senator MALONE. You know what happens if the act is not ex-

tended? Any article upon which there is no trade agreement reverts
to the Tariff Commission, an agent of Congress, to fix the tariff or to
change it on the basis of fair and reasonable competition, or that
differential in cost. It is a flexible tariff.

Mr. BURGER. That is right.
Senator MALONE. And that is a definite principle laid down in the

act, that differential of cost. Some say you cannot determine a foreign
cost. I am inclined to agree. It is very hard to do that.

It is easy to fix a tariff, estimate it and see how it works. It is like
fixing a freight rate. You may be wrong the first time. I served for
81/2 years on a public service commission in Nevada, and we held many
hearings for the Interstate Commerce Commission. The first time you
fix it, you may be a little off regardless of the care you take. But every-
body knows within a few months what it ought to be, and there is
another adjustment and you are very close to the target.

But you are for adhering to the principle laid down by the Constitu-
tion of the United States which fixes the constitutional responsibility
on the Congress to set the duties or tariffs and to regulate foreign
trade?

Mr. BURGER. Very definitely on that question.
Senator MALONE. The Tariff Commission is an agent of Congress

in the 1930 Tariff Act. The principle of fair and reasonable competi-
tion is the principle under which they operate-and no other. And
give them no leeway under the principle?

Mr. BURGER. Very definitely. The power must rest with the Con-
gress.

Senator MALONE. You understand if this 1934 act does expire on
midnight June 12, that the products on which there is no trade agree-
ment does revert to the Tariff Commission and where there are trade
agreements they remain in full force and effect until the President
serves notice on the country with which such trade agreement has been
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made for cancellation, and then within 6 months the regulation of
duties on those particular products would revert to the Tariff Commis-
sion on the same basis.

Mr. BURGER. Yes.
Senator MALONE. Do you understand-I am asking these questions

for the record and also knowing that you have intimate contact and
information on these questions, and I want the record to be right-
do you understand that all these trick organizations like GATT, like
the newest United Nations Assembly resolution setting up a new
worldwide trade organization, the International Materials Conference
that was created by the State Department following the refusal of
Congress to approve the International Trade Organization, and any
other trick organization that might be created through any extran-
eous organization, that they would all be ineffective, they would all
fall on their face if the State Department is taken out of this play and
can no longer make such agreement?

Mir. BURGER. There is no question about that.
Senator MALONE. Is that what you want?
Mr. BURGER. Yes.
Senator MALONE. That is what I would like to see, too.
Mr. BURGER. There is no question about that.
Senator MALONE. I think that all these international trade organi-

zations are based only on one thing, and that is to get us into this
international poker game, and any time we don't sit down, there is
no game, because there is nothing in the pot. Is that about the way
you look at it?

Mr. BURGER. There is no question at all about that in my mind.
Senator MALONE. Thank you.
The CHAIRMAN. Thank you, Mr. Burger.
Mr. Marx Lewis, general secretary-treasurer, United Hatters, Cap,

and Millinery Workers International Union.

STATEMENT OF MARX LEWIS, GENERAL SECRETARY-TREASURER,
UNITED HATTERS, CAP, AND MILLINERY WORKERS INTERNA-
TIONAL UNION

Mr. LEwis. I expected to have some copies here, but they haven't
come in.

The CHAIRMAN. The Chair would like to make this statement.
He has made a very important engagement and must leave. He didn't
expect the questioning to last as long as it has. So he will ask Sena-
tor Malone to introduce the witnesses. There will be three. The
Chair asks him to finish with the witnesses this afternoon because
witnesses for tomorrow are already scheduled. The length of the
meeting, he can determine himself. The Chairman would like to
remain but a previous engagement makes it impossible.

The report will be read carefully, both the questions and the answers.
Mr. LEWIS. Thank you, Mr. Chairman.
The CHAIRMAN. I hope you get through by 8 o'clock.
Senator MALONE. Time is nothing to me so long as there is a com-

plete record made of these proceedings.
The CHAIRMAN. All right.
Senator MALONE (presiding.) Identify yourself for the record.
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Mr. LEwis. My name is Marx Lewis. I am the general secretary-
treasurer of the United Hatters, Cap, and Millinery Workers Inter-
national Union, which represents approximately 40,000 workers em-
ployed in the headwear industries. Along with the labor movement,
generally we strongly favor the promotion of world trade as one of
the means by which international peace may be rendered secure, but
we do not believe that it is necessary, or that it will even be consistent
with a more liberal trade program, to destroy industries such as ours.
For reasons which I intend to discuss I believe that the damage which
a reduction in duties will do our workers will be immediate and sub-
stantial, while the advantage to world trade which would accrue from
such reduction will be negative and inconsequential.

First of all, we are convinced that the method by which it is pro-
posed, through this legislation, to promote world trade, is wrong, be-
cause the idea is to do it indiscriminately instead of selectively. The
presumption upon which those who were responsible for past tariff
reductions, at least in our case, proceeded was that industries like ours
are expendable. I can do no better to prove this point than to cite
our own experience. I have an idea that it may be typical of what
confronts other industries that are small.

In 1947, at Geneva, our representatives agreed to a reduction on
duties on fur felt hats and fur felt hat bodies. Prior to the conference
at which that reduction was agreed upon, our international union filed
a statement with the Committee for Reciprocity Information pointing
out that while many American industries may be in a position to offset
the competition of foreign producers by virtue of their technological
superiority we were in no such position, and that because of the failure
of our industry to keep up with the expansion of the country generally
any increase of foreign imports would have to be at the expense of our
industry and our workers. Moreover, we pointed out that since our
industry is one of the American industries which draws the bulk of
its raw materials from foreign countries, a flourishing hat industry
here means increased exports of foreign countries into our markets
exports of raw materials our industry can use.

The facts we cited then could have readily been substantiated. But
we were ignored. Our plea fell on deaf ears. Substantial reductions
on hat bodies were put into effect. The first year following the reduc-
tion, 1948, foreign imports of fur felt hat bodies were equivalent to
7.2 percent of domestic production; the following year it jumped to
21.4 percent; during the first 6 months of 1950 it jumped to 30.5 per-
cent; by the end of 1950, it was over 40 percent.

Our factories were shutting down, as we had predicated early in
1947 they would. Our workers were idle. They could not compete
successfully with the workers of Czechoslovakia, whence half of these
imports came, and where slave labor conditions prevailed. Nor could
our manufacturers, ho had to depend on their own resources and
ingenuity, compete with the Czechoslovakian hat industry, which was
nationalized and subsidized. Every time our manufacturers reduced,
frequently at a loss, their prices in order to meet this competition, the
Czechoslovakian industry, which had the Governmentis resources
behind it, went below our prices.

I might say parenthetically that we, too, had to cut labor costs and
at a time when living costs were rising we refrained from asking for
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wage increases because we couldn't hope to meet this type of competi-
tion if labor costs went up.

Senator MALONE. Your own workers agreed to that cut in order to
keep their jobs?

Mr. LEwis. That is right. They could have maintained their pre-
vious wage standards, but they wouldn't have had any work. As it was,
they kept losing ground.

Not only our workers and our industry suffered but the communities
in which the hatting industry is important felt the pinch.

In 1950, when we could no longer resist the tide of imports which was
engulfing us we appealed for relief under the escape clause. After a
thorough investigation, our Tariff Commission declared-and I quote:

That as a result of unforeseen developments and of the effect of the tariff
concessions granted thereon by the United States in the General Agreement oa
Tariffs and Trade * * *

these products-
* * * are being imported into the United States in such relatively increased
quantities and under such conditions as to cause serious injury to the domestic
industry producing like or directly competitive products, and as to threaten
continuance of such injury.

The only point on which we disagreed in this paragraph is that
what happened was the result of "unforseen developments." We fore'
saw them; we predicted them. They could have readily been foreseen
by others.

On the basis of the Commission's report and recommendations the
President of the United States restored the duties on hat bodies within
certain price brackets. We obtained some relief and imports dropped
but much damage had already been done. And the Relief proved to
be temporary. The ratio of imports to domestic production has since
climbed up to 27.1 percent. Moreover, a customs court on the appli-
cation of the importers recently nullified this decision of the President
because the Executive order which he signed contained a word which
someone inserted and which distorted the meaning, and we may have
to start all over again.

But what is particularly significant about the way the reciprocal
trade program is being administered is that in spite of the fact that the
Tariff Commission reports periodically to the President as to whether
the conditions in our trade continue to warrant such relief as we have
received, and that as recently as November 24, 1954, the Commission
reported to the President that the conditions which prompted the re-
lief still prevail, our Government has again placed fur felt hat bodies
on the list of items to be considered for concessions at the present con-
ference in Geneva. It is true that the items on the list are those in
the higher price brackets, of which there are no substantial imports
now. But in that case, of what benefit will this concession be to other
countries?

In this connection, I want to refer to an argument which was used
by the chairman of the House Ways and Means Committee during the
debate on this bill in the other house. He said:

The studies show that where a product is in bad shape, it Is not so much the
tariff rate that is causing it, but normal changes in tastes and customs. The
felt-hat industry has complained. Well, it is not the tariff that has hurt them.
A lot of people have stopped wearing hats. I ..
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This strikes us as strange reasoning. It is true that many people
do not wear hats. But it is also true that many millions of our people
do wear hats. One reason they do is that both the men's hat industry
and the ladies' hat industry have spent, over the years, and are spend-
ing now, millions of dollars for the promotion of the products made
by these industries. Recently, our New York millinery union affiliate
waived a request it had made for an additional 1 percent for the fund
used to retire employees who have reached the age of 65 and decided
that this money, which will yield approximately $1,500,000 in the next
3 years, should be used to finance a campaign to promote the sale of
ladies' hats. The increase of such sales should increase the earnings
of our members.

But if the money expended by the millinery industry for this pur-
pose, and the money which for many years the men's hat industry has
been expending for a similar purpose, is to benefit not American work-
ers but foreign producers instead, the question arises, why should we
incur these expenditures? Why should we make these sacrifices to
preserve and improve our industry while others who will have con-
tributed nothing will come in for the benefits and the increased
business ?

Moreover, if an industry does suffer from normal changes in tastes
and customs, such as our industry has suffered, is that any reason why
it should be given another kick? There was a time when if an Ameri-
can industry was suffering from low wages and pauperized labor
abroad, our Government would use its power to help it survive and
grow and not give it another blow.

Furthermore, if it be true that people have ceased to wear hats,
in what way will foreign manufacturers benefit from the concessions
we give them? How will they be helped if nobody here wants to wear
the products they make? In what way do concessions on such prod-
ucts promote world trade?

But the fact remains that such products are sent into our country
and do hurt our workers and our industry. During the first 8 months
of 1954, domestic production of fur-felt hat bodies amounted to 358,000
dozen. In addition, 97,000 dozen came in from abroad during the
same period. It would have made a vital difference to our industry
and to the workers who rely on us for a living if this number, which,
on an annual basis, would probably amount to 125,000 dozen, could
be made by American industry and by American workers.

What we are contending for, primarily, is not protection. That
has long since gone out of the window even though those who enjoyed
high protective duties in the years when they were building up their
mass-production industries-industries which can now outsell the in-
dustries of any other country-are now the liberals, and we, who are
trying to protect the livelihood of our workers, have, according to
them and their spokesmen, become the protectionists and the reac-
tionaries. All we seek is a change to survive.

What we are asking for as safeguards in pending tariff legisla-
tion is:

1. Selectivity: By that we mean that no industry should be wiped
out by the stroke of somebody's pen. Let the facts in each case be
given careful consideration, and the decision made on the merits of
each case. We believe that the Tariff Commission is best qualified
to make these studies instead of having it done by people to whom
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facts and figures are only an encumbrance. Let those who make
these studies take into account the fact that as they restrict our
domestic industry there will be a corresponding drop in imports of
raw materials. The net gain to world trade will be negligible. Some
foreign producers would merely benefit at the expense of other foreign
producers. Only our workers would be left holding the bag.

2. Equality of sacrifice: We know our country will not be able to
make its full contribution to world stability and economic advance-
inent without some sacrifices. When we give that help through eco-
nomic aid there is some measure of equality of sacrifice. Our con-
tribution in that case is derived from revenues raised in accordance
with certain principles of taxation, based more or less on one's capacity
to pay. But that is not true of aid given through tariff concessions.
We still take more than 27 percent of our production from abroad.
Let other industries-expanding industries-like the automobile in-
dustry, which doesn't take more than 1 percent of imports-if that
much-show a disposition to make sacrifices. They can stand it better
than we can and it will help foreign producers more than anything
our industry can do to help.

3. Make concessions contingent on improved living standards: Much
of the aid which we have given to other countries, and which was
designed to help raise the living standards of the masses, so that they
would be less receptive to Communist propaganda, has been wasted.
It has gone in too many instances into the pockets of those who were
on top and who have not permitted more than the merest trickle
of it to reach the masses. Without attempting to dictate the political
and economic systems of other people we ought to make some provi-
sion that our industries should not have to compete indefinitely with
impoverished labor of other countries. If they remain impoverished
because they are exploited by their own masters we will not have
made them more invulnerable to communism. We will have wasted
out substance, earned their enmity, and destroyed our industries. If
we are to make any sacrifices for the common good, let such sacrifices
lead to a high standard of living for the people on whose behalf these
sacrifices are ostensibly made. In the interim, our people-referring
to the people in our industry-want trade, not the aid which some
advocates of this legislation are proposing for the victims of our
reciprocal-trade program.

Thank you, Mr. Chairman.
Senator MALONE. You mean you want to produce for your own

American market and do not want to go on aid such as unemployment
insurance?

Mr. LEwis. By "trade" I meant work, as distinguished from aid.
It has been said if we go through with the reciprocal-trade program
we will give more trade to foreign countries and therefore we won't
have to give them so much economic aid. But the effect of that may
very well be that our people may be taken out of trade and have to be
given aid. That is one of the suggestions, put us on relief. .

Senator MALONE. Do you know who invented that slogan-"Trade,
not aid" for foreign nations ?-I believe in trade Hot aid for our own
American workers.

Mr. LEwis. I am not sure.
Senator MALONE. In 1952 Chancellor of the Exchequer Butler, in

England. Our New Dealers immediately started to mouth it.
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Mr. LEwis. I noticed yesterday in the New York Times, Mr. Chair-
man, that England is very much concerned that Japan is taking away
their markets here. In other words, they want trade, but the trade for
themselves, not world trade so much. I don't particularly blame them.
But let us recognize the fact that England's first concern is England.

Senator MALONE. One of the things that has happened to Japan is
that their trade is very limited with the Malayan States and the adja-
cent areas by virtue of Empire preferential rates of the colonial em-
pire nations of England and France.

Mr. LEwis. Within the Commonwealth?
Senator MALONE. Inside the Commonwealth; that is, to trade in

anything the Commonwealth produces.
You said something there about your workers and producers being

able to outsell foreign producers in spite of the lower wages. I didn t
quite understand it.

Mr. LEWis. No. What I intended to say was the raw materials used
in our industry are bought in a world market. The price of these raw
materials is the same for us and for the foreign producers. There isn't
a great deal of variation in price. The only place the foreign pro-
ducers can outbid us is on cheap labor. Labor is almost the only ele-
ment on these costs in which they have an advantage over us. There
is nothing we can do to overcome that.

Senator MALONE. I misunderstood you.
Are you consulted on these Geneva agreements; are you asked to

give evidence in this regard?
Mr. LEWIS. The only evidence we gave, there were some hearings

before the Committee on Reciprocity Information before the list of
articles to be taken up at Geneva was compiled, but we are not called
in on the conferences. We can only wait and hear what the verdict is.

Senator MALONE. The verdict is probably already rendered before
you hear about it.

Mr. LEWIS. I shouldn't be surprised.
Senator MALONE. Is that the custom!
Mr. LEWIS. That has been the custom under the reciprocal-trade

program.
Senator MALONE. Where did you get the words "reciprocal trade"?
Mr. LEWIs. I am adopting a phrase in common use.
Senator MALONE. Do you know where that came from? The Lon-

don bankers invented that phrase, "reciprocal trade," 21 years ago,
just like Chancellor of the Exchequer Butler invented the slogan
"Trade, not aid." I guess what he really meant was trade and aid.

Do you represent the workers of your industry?
Mr. LEWIS. Yes; I am an officer of their union, the international

union.
Senator MALONE. Do you also represent the industry itself ?
Mr. LEwis. In order to consolidate our testimony here, I was told

by the executive director of the Hat Institute, who ordinarily appears,
that I speak for the industry, too. I am the general secretary-treasurer
of the International Union of United Hatters, Cap, and Millinery
Workers.

Senator MALONE. Forty thousand workers?
Mr. LEWIS. Yes.
Senator MALONE. You represent 40,000 workers?
Mr. LEWIs. That is right.
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Senator MALONE. It has always been a mystery to me, a great
mystery, how you can persuade an American worker that it is good
for him to transfer his job to some foreign nation and how it could
be good for him to put it in the hands of an executive to trade his
industry away. The CIO union-I unfortunately missed the CIO
representative here. I intended to cross-examine him at some length.
But he was here and just testified for this free-trade setup. What
arguments are used to get some of these unions of workers to agree
that the thing to do is to lower the duty, go over the cost differential?

Mr. LEwIs. As I see it, the argument in favor-
Senator MALONE. Most of it is due to wages, as you testified.
Mr. LEwIs. As I see it, the leaders of the unions that have appeared

in favor of this program are largely from the mass-piroduction in-
dustries. Take the automobile industry. They don't need so much
protection by legislation. They are protected by virtue of their size,
their mass-production techniques, and in a variety of ways. I re-
member some time ago appearing before Mr. Hoffman, who at that
time was European Economic Administrator.

Senator MALONE. He is now back in his automobile business and
building a factory in Japan where he can get labor for 19 cents an
hour, and he lowered his wages in Ohio.

Mr. LEWIS. He said he couldn't understand why we were objecting
to imports, which at that time were running more than 30 percent of
domestic production. He said, "Take automobiles. I would let them
send in as many as they can."

I said, "What is the percentage of imports here of automobiles in
relation to domestic production?"

At that time it was a little over one-half of 1 percent. We were
taking 30 percent. I said, "We will take 10 percent or 15 percent,
but in a mass-production industry you are protected against foreign
competition, so that regardless of tariff duties you can hold your
own against the rest of the world."

As to the workers in these mass production industries, they figure
that if there can be more trade, maybe the income of the people abroad
will rise, as a result of which they will be able to buy more American
automobiles. That is how a labor leader in that industry could
justify reciprocal trade to benefit foreign producers.

Senator MALONE. Maybe it is beginning to open up a little bit.
Aren't these the same American manufacturers that are putting the
plants in over there, to a large extent?

Mr. LEWIS. Many of them are.
Senator MALONE. Mr. Hoffman is building the Studebaker plant

in Japan. Mr. Ford has 26 plants outside of this country-assembly
plants and manufacturing plants using this cheap labor. He has a
$1,300 foreign-made Ford in New Yor, a pretty good Ford. They
charge over $2,000 for the one produced in this country that I looked
at downtown.

Mr. LEWIS. While the automobile workers are asking for a guar-
anteed wage, to which we have no objection, they are suggesting that
we get aid. Maybe guaranteed aid, or relief. I don't know.

Senator MALONE. Maybe they will need the guaranteed wage if the
same companies are in business abroad and ship the product made in
foreign countries here and vice versa.
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Mr. LEwis. I think what they are proposing is self-defeating in
the long run. They may see some temporary advantage, which I
don't.

Senator MALONE. I wondered if you had the secret of it. I don't
have it. I never thought I would live long enough to find a worker
testifying that he agreed and wanted to bring about the very thing
that could easily transport his job to foreign soil, paying anywhere
from a fourth to one-tenth of the wages, because he can't go there.

Mr. LEwIs. Nor can we in our industries retrain our people. Since
our industry isn't an expanding industry, not many young people
over the years come into it. We have people 50, 55 years of age who
wouldn't be able to find jobs even if they were retrained. All they
can do is go on relief. Many of them have.

Senator MALONE. As they get old, you can just pass out of the
business and we can import our hats.

Mr. LEwIs. Yes, that is what will probably happen. Younger
people may not mind it, but people who have given a lifetime to this
industry, whether as manufacturers or workers will mind it.

Senator MALONE. Is there any war industry or any production in
wartime that you get into?

Mr. LEwIs. Yes, one part of our industry-that is the cap industry-
we make the military headwear.

Senator MALONE. Is that a highly technical skill?
Mr. Lrwis. Fairly technical. We are worried now. Recently the

Japanese cap industry has come to life and has begun to ship a good
deal of their caps to the United States. They are not of the mili-
tary type. But once they are able to make these caps there, they
will be able to make the others, too. We are a great deal concerned.
They are sending certain caps here that they sell for $2.75 a gross,
whereas here the labor cost alone on them is $2.85.

Senator MALONE. What you are saying is that you are a real and
material part of the domestic economy, and you think you have a
right to exist as long as the cost to the consumer is not any more
than the difference in the wage standard of living and taxes and other
costs of doing business here and in the chief competing nation.

Mr. LEwis. That is our position. It is our position too, as I have
already indicated that foreign trade will not benefit from our de-
struction, because a good deal of the raw materials we use come from
abroad. In the case of the straw-hat industry, I would say 90 per-
cent comes from abroad. The moment our straw-hat industry goes,
then these raw materials are no longer needed. The foreign pro-
ducers of one item benefit at the expense of the producers of another
item. It doesn't materially increase the sum total. The sum total
of world trade is simply shifted from one group of producers to
another.

Senator MALONE. Now, do I understand you to say in your state-
ment which I have had no chance to look over that you oppose the
extension of this act?

Mr. LEvis. We would oppose it. I haven't in my list of suggestions
included that because I assume that we will not get that far. If we
could end it, I would prefer it. In the absence of that, I propose
certain other conditions or restrictions in the program which would,
I think, mitigate the blow.
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Senator MALONE. What restrictions could you put on it as long as it
stayed in the State Department; that is to say, the Executive, but
for all practical purposes in the State Department? I am very much
interested in your reasoning in this. That allows GATT to flourish,
it allows the International Materials Conference that the State De-
partment set up to function, it allows the Assembly of the United
Nations resolution setting up another worldwide trade organization,
to function. Just how do you think you would limit it if you left it
in the State Department?

Mr. LEwis. As I say, I would rather, if it were possible, to have it
ended. But if it weren't ended, I would insist that the Tariff Commis-
sion be the agency qualified to make the necessary investigations
and recommendations and that it should not be left in the hands of
the State Department.

Senator MALONE. They make the investigations now and make a
recommendation, but as long as the present act is in effect and it
is in the hands of the Executive (but for all practical purposes the
State Department), the Tariff Commission is ineffective. Any recom-
mendation it may make they may take or not, however they decide.
But even if they take it and they make a 3-year agreement, which is
in effect until it is canceled beyond the 3-year period, then by manipu-
lation of their currency system that you have heard outlined here
today, by exchange permits, by permits for imports, they can nullify
the agreement before the ink is dry on it.

How do you think your recommendation will operate?
Mr. LE ws. I am not an expert on tariff legislation, but I do know

that when the present law was under consideration or the extension
a year or so ago, that there was a proposal that the recommendations
of the Tariff Commission be made binding on the President. The
President would make the final decision.

Senator MALONE. Then he would make an agreement including
this finding, which is where the tariff ought to be at that present
moment. ny inflation or any deflation in either country changes
the economic comparison and also by Executive order these countries
can change the value of their money, or have additional permits, ex-
change permits or import permits, and nullify the agreement. What
then?

Mr. LEwIS. Wouldn't that be true also in the final authority with
Congress or an agent responsible to Congress, that certain duties
would have to be established? If there were a devaluation of currency,
the effect of these duties or their value would be impaired and we
would be back in the same position, wouldn't we?

Senator MALONE. That is true, but the very next day they can
take it up and fix another tariff up or down to make 'up for the
change. In other words, it is not signed. It is not for any particular
time. On their own motion the next day after such a devaluation,
they could take it up again, or if the President or either House of the
Congress or any interested party requests it. That is the tariff law,
did you know that?

Mr. LE WS. Yes.
Senator MALONE. Do you think that would be a better proposition

than having a 3-year agreement that would be permanent unless the
President gave notice of cancelation?

Mr. LEwIS. I would prefer it.
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Senator MALONE. Have you ever studied this situation?
Mr. LEwIs. Probably not with the same thoroughness that Members

of Congress have.
Senator MALONE. I wouldn't think-
Mr. LEwIs. I have studied the effects of what has been happening,

though, because we have been very much affected by it.
Senator MALONE. And what you are testifying today, the purport

of your testimony, is that you would like this act to expire on June
12 at midnight of this year?

Mr. LEWIS. That is right.
Senator MALONE. And revert to the Tariff Commission, an agent

of Congress.
Mr. LEwis. That is right.
Senator MALONE. I think that is one thing that has been wrong with

industry and labor. I dislike to have to tell you this, but for 21
years you have all come in here with your hats in your hand, making
some suggestion for what you think would be an improvement over
a thing that is impossible io improve as long as it stays where it is,
and assuming that nothing can be done about it. As a matter of
fact, you are the boss of this outfit if you get down and look at it.
You get a shot at us when we go home. If your workers, 40,000
workers, wanted to, they could do anything to a candidate they desired.
If they just say that this thing is destroying us, and we want it
changed, and say it so everybody can understand it, then other workers
will take it up. But if you come in and say, we would just not like
to be abolished entirely, and when you end your testimony you don't
know where you stand, I don't think you are getting any place, do
you?

Mr. LEWIs. We thought that politics like legislation is the art
of the possible. We wanted to know how we can compromise and be
saved at least partially, if not completely.

Senator MALONE. I didn't know anything aboutpolitics. I didn't
know when I ran for office. This is the only one Iever ran for. I
didn't know anything about politics. I still don't know anything
about politics. I insisted upon coming here and the voters happened
to see it that way. Every 6 years I am up there and if I make too
many wrong decisions, it is their business to see to it that I don't
come back. Every Senator and every Congressman has to do that.
Every 2 years a Congressman goes home. If you don't understand
it, how is he going to understand that he is in danger if he goes
wrong on this thing?

Mr. LEWIS. We have tried to convince them as best we can. If we
cannot get the ideal solution, we try to get as much protection as we
possibly can.

Senator MALONE. Senators and Congressmen can get the constitu-
tional solution, if they just sit still and do not pass anything, because
it goes back to article I, section 8 of the Constitution, which says
specifically that the Congress shall regulate foreign trade and foreign
commerce and set the duties and tariffs. They created the Tariff Com-
mission in 1930 to do that. It has never had an opportunity to func-
tion yet. The 1934 Trade Agreements Act pulled their teeth, and
the Congress continually every 3 years passed the extension for an-
-other 3 years. In 1951 some of us were able to cut it to 2 years.
In 1953 we cut it to 1 year. In 1954, even with the great Randall
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Commission report, we still held it to 1 year without any change.
Now it has come up this year and all we need to do is just sit still
and it goes right back to the Tariff Commission, an agent of Congress,
as you have heard explained here today.

Every article upon which there is no trade agreement reverts to
the Tariff Commission 1 minute after midnight on1 June 12 this
year, and they go to work on any product, on their own motion, on
the request of nearly anybody, to arrange that duty or tariff to fit
the differential cost that you heard explained.

The products onl which trade agreements have been made remain
in full force and effect until the President himself serves notice of
c ,ncellation on that particular country with which the trade agree-
nent has been made. In 6 months that goes back to the Tariff tom-
mission, and 40,000 workers can surely get the ear of the President.

Mr. LEwis. That will be true if the present legislation is not ex-
tended. The impression that was created when this came up was
that it was almost certain to pass, that there was an overwhelming
majority for it. We entered this struggle. I appeared before the
House Ways and Means Committee and many others did, and it got
by by a very narrow margin. The impression was that this will be
enacted if we sit still. So we thought we will try to improve it to
the extent that it can be improved.

Senator MALONE. The history is over there, as I see it, that they
lost by one vote on a motion to recommit. They lost by five votes or
thereabouts-

Mr. LEwis. Seven.
Senator MALONE. That was on a motion to recommit. The first

one they lost by one vote, cloture. One vote the other way and it
wouldn't have gotten cloture.

Mr. LEwIs. It took a great deal of pressure from a number of
people, including the Speaker of the House.

Senator MALONE. Then they knew it was going to pass and many
of them voted in the avalanche. It wasn't too much of a majority
at that. We vote on it here and many people in Congress regret that
they voted the way they did. If you take the attitude that just
because you read in the newspapers that somebody says it is going
to pass-I don't take that attitude. A fight is a fight until the bell
rings.

Mr. LEWis. We were in there fighting.
Senator MALONE. You can't be hurt worse than you are now, and

are going to be hurt by future agreements. I didn't get from your
testimony that you are very positive. I get now that you are posi-
tive, if there is a chance to defeat it.

Mr. LEwis. We want to defeat it.
Senator MALONE. Give your workers our best regards and stay

with it. If you do that, we may lick it this year. Are you aware that
a suit has been filed on the constitutionality of this act?

Mr. LEwis. I was aware of that. I received on Friday your re-
marks on it.

Senator MALONE. How many organizations do you have in your
industrial setup?

Mr. LEwis. We had about 12 or 13 unions of the A. F. of L., in an
American wage earners protective league. Those were the organiza-
tions primarily affected by tariff legislation.
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Senator MALONE. How many companies make up all this produc-
tion ?

Mr. LEWIS. I wouldn't know, except from our own. We have about
70 or 80 in our industry.

Senator MALONE. Do you know that 70 or 80 industries in these
13 unions can come in as friends of the court? I am advised all they
have to do is come in as friends of the court and file a brief.

Mr. LEWIS. We are affiliated with this National Committee on
Foreign Trade Policy, headed by Mr. Strackbein.

Senator MALONE. It doesn't matter to me with whom you are
affiliated.

Mr. LEWIS. It should be done through them. There are many
others besides us affiliated with them.

Senator MALONE. It wouldn't make any difference to me or to the
court who you are affiliated with. If you file your brief you are in.

Mr. LEWIS. How much time do you have for filing the brief?
Senator MALONE. I guess you will have considerable time. If

you get into that right away you might have some affect on this busi-
ness.

Mr. LEWIS. I will get in touch with Mr. Strackbein right away.
Senator MALONE. In that tearsheet you are quoting from, the name

of the attorney, the name of the company, the whole thing is listed.
If you really seriously want to fight this thing, a fight is a fight, and
I want to say to you that I think this President of the United States
is one of the finest men I ever met, but I don't think he is doing this
thing. I don't think he understands the harm that is really done and
will be done to industry if it is kept up. There are three branches of
Government. There were when we started out, according to Ben
Franklin and George Washington. Those are the executive, to ad-
minister the laws, and the Congress to make the laws, and the judiciary
to determine their constitutionality. I think they ought to stay in
their own business, myself.

Mr. LEWIS. I think there has been a little trespassing.
Senator MALONE. I think you will only be showing the independence

that you ought to have by making your position known in the court.
Mr. LEWIS. We will do our part, Mr. Chairman.
Senator MALONE. You haven't so far.
Thank you.
Mr. LEWIs. Thank you.
Senator MALONE. The next witness is Mr. Richard A. Tilden, gen-

eral counsel, Clothespin Manufacturers of America.

STATEMENT OF RICHARD A. TILDEN, GENERAL COUNSEL,
CLOTHESPIN MANUFACTURERS OF AMERICA

Mr. TILDEN. Mr. Chairman, in view of the lateness of the hour-
Senator MALONE. It is not late.
Mr. TILDEN. I will be glad to submit the statement unread.
Senator MALONE. I would be glad if you would go through that

statement in great detail, and I intend to question you about it. If
you have anything more important to do, you can turn your statement
in.

Mr. TILDEN. I will be delighted to read it, Mr. Chairman.
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I am appearing on behalf of the Clothespin Manufacturers of
America, a trade association representing manufacturers of 100 per-
cent of all wooden clothespins produced in the United States.

The 6-year struggle of the clothespin industry for effective tariff
protection is on record with this committee and the House Committee
on Ways and Means and no useful purpose could be accomplished by
my repeating it.

Senator MALONE. Let's get at this. I did not hear your testimony
in the House. Where is it on the record?

Mr. TILDEN. It is on the record beginning at page 1978.
Senator MALONE. It is not on this record yet.
Mr. TILDEN. It is on the record in the House Ways and Means Com-

mittee, and we were informed there was to be no repetition of testi-
mony before this hearing.

Senator MALONE. I want to question you on this statement. You
say you represent a hundred percent of all wooden clothespin manu-
facturers in the United States. How many of these manufacturers
are there?

Mr. TILDEN. There are a total of eight manufacturers.
Senator MALONE. Where are they located?
Mr. TILDEN. There are 3 in Maine, 2 in Vermont, 1 in West Vir-

ginia, 1 in Indiana, 1 in Michigan. I believe that is a total of 8.
Senator MALONE. How many people do they employ?
Mr. TILDEN. Approximately 650.
Senator MALONE. You mean all of these?
Mr. TILDEN. Total. It is a very, very small industry.
Senator MALONE. They do employ 650 people at this time?
Mr. TILDEN. That is my recollection of the latest fig-ures.
Senator MALONE. Is that a reduction of prior employment?
Mr. TILDEN. That is a reduction of 40 percent.
Senator MALONE. In other words, you did have about eight or nine

hundred employed?
Mr. TILDEN. That is right.
Senator MALONE. In these areas described?
Mr. TILDEN. That is right, sir.
Senator MALONE. Go ahead.
Mr. TILDEN. It is sufficient to state that the industry has had 3

Tariff Commission investigations, during the course of which employ-
ment in the production of spring clothespins dropped 40 percent, a
third of the plants were forced to close, and all those still in business
wound up in the red.

Senator MALONE. Are these eight still in business, and these others
that were closed-

Mr. TILDEN. I should explain, Mr. Chairman, that 1 company in
1947-48 operated 3 plants, 1 in Virginia, 2 in the State of Maine. It
has had to close two of those plants, the Virginia plant and the one
at Phillips, Maine. They are still operating a plant at Dixfield.
The one in Michigan has also closed down in the last year or so. So
there are actually only seven in operation. There was one in Cali-
fornia that closed down a few years ago, all as a result of importa-
tions.

Senator MALONE. Will the remaining seven be in danger?
Mr. TrLDnN. They are very much in danger.

I.Inc
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Senator MALONE. Are they in danger to the extent that they are
just hanging on to find out if something will be done about it?

Mr. TILDEN. They have been operating in the red now for nearly
3 years, all of them-the ones that remain in business. We have gone
through three Tariff Commission investigations. The final outcome
was that three Commissioners found that the industry was being
seriously injured. Any relief, however, was denied by the President.

Senator MALONE. Do you describe here in your statement just how
you were injured and by whom?

Mr. TILDEN. I do not in detail; no. That was included in my
statement to the House.

Senator MALONE. How are you injured, and who is doing the
injuring?

Mr. TILDEN. The injury results from the fact that prior to World
War II the imports of spring clothespins were in the neighborhood of
20,000 gross per year.

Senator MALONE. What year?
Mr. TILDEN. Prior to 1941, the beginning of World War II.
Senator MALONE. What were the imports?
Mr. TILDEN. Approximately 20,000 gross per year. That was the

greatest quantity ever imported. In 1943 a trade agreement was
entered into with Mexico under which the import duty was reduced
to 10 cents per gross from a previous duty of 20 cents per gross.

Senator MALONE. Reduced to 10 cents?
Mr. TILDEN. That is right. It was cut in half.
Senator MALONE. A gross is-
Mr. TILDEN. 144 pins.
Senator MALONE. 144 pins?
Mr. TILDEN. That is right.
Senator MALONE. I see.
Mr. TILDEN. Following the world war-of course, during the war

there were practically no imports and also practically no domestic
production.

Senator MALONE. This was in 1942-
Mr. TILDEN. 1943. The concession was granted to Mexico in 1943.

During the war the domestic industry had no opportunity to produce
spring clothespins because it could not obtain wire.

Senator MALONE. Is Mexico your chief competition?
Mr. TILDEN. It never had been in the past. It became the chief

competition immediately following the war.
Senator MALONE. This is World War II?
Mr. TILDEN. Yes.
Senator MALONE. That would be 1946, then?

Mr. TILDEN. It was prior to 1946, beginning, I believe, in 1945,
while wire supplies were not available to domestic manufacturers.
Wire was shipped to Mexico for use in manufacturing clothespins.
Those clothespins in turn were shipped back to the United States.

Senator MALONE. Was the wire not available to the domestic in-
dustry?

Mr. TILDEN. No; it was not.
Senator MALONE. Why was it not available?
Mr. TILDEN. There were regulations of the War Production Board

prohibiting use of wire for the manufacture of spring clothespins.
So the result was that in 1945 or 1946-1 cannot recall the exact year-
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something over 3 million gross were imported from Mexico to this
country. Since that time Mexico has not exported clothespins to this
country in any substantial quantity; however, imports have been
coming in from Sweden and Denmark primarily.

Senator MALONE. Sweden and Denmark, were those your main com-
petition prior to the war?

Mr. TILDEN. Yes; they were.
Senator MALONE. At that time they were your chief competitors?
Mr. TILDEN. They were our chief competition but they amounted,

as I pointed out, to only 20,000 gross a year, so it was insignificant.
Senator MALONE. And when the war was over, they began to become

competitors, and during the war and immediately following the com-
petition increased; is that right?

Mr. TILDEN. That is right. Approximately 1 million gross a year
are now coming in from Sweden and Denmark.

Senator MALONE. How many?
Mr. TILDEN. In the neighborhood of 1 million. The latest figure.

is 1,100,000 gross in 1954. That, of course, compares with approxi-
mately 20,000 gross prior to World War II and prior to the concession.

Senator MALONE. Mexico seems to be a competitor with Sweden
and Denmark.

Mr. TILDEN. That is right.
Senator MALONE. But if they really got going, Mexico is no match

for them?
Mr. TILDEN. As I understand, Mexico became a factor in it only

because they had the steel. There was a tremendous demand for
spring clothespins in this country, due to the fact that we could neither
import nor make them during the war.

Senator MALONE. And price was not a factor.
Mr. TILDEN. That is right, and they put out a very poor quality

pin.
Senator MALONE. But they were using American wire?
Mr. TILDEN. They were using American wire and their exports to

this country were only for approximately a 1-year period, but they
flooded it with over 3 million gross during that 1 year.

Senator MALONE. Because you could not get the wire and the Mexi-
cans could .

Mr. TILDEN. That is correct.
Now, do you want me to go ahead with this statement, or offhand

condense it?
Senator MALONE. I do want something in the record, something

about the situation. There is no use going on developing something
that nobody is going to understand, if you pick up in your state-
ment-

Mr. TILDEN. Well, the statement is on a slightly different point,
but I will carry on, if I may, on the point where we just left off.

As I tried to say, we had a situation where imports increased from
approximately 20,000 gross before the concession to a current importa-
tion of approximately 1 million gross.

That represents about 28 percent of the total domestic consumption.
It also represents about 37 percent of the domestic production; that is,
the current imports do.

That again compares with less than I percent of the domestic con-
sumption taken up by imports prior to the concession. The greatest
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effect, however, has been in the fact that the domestic producers have
had to hold their prices down to the absolute lowest level possible, in
order to maintain any share of the domestic market, with the result
that they have had to sell their pins at prices that do not reflect a profit
and in most cases reflect an actual loss, in order to retain any share
at all of the domestic market.

All of these facts were pointed out in great detail on three different
occasions to the Tariff Commission. We finally got a 3-3 decision
in the Tariff Commission that we were being seriously injured. That
was in, I believe, October of last year.

The President denied any relief, primarily on the ground that he
did not consider that the troubles of the clothespin industry were due
solely to imports. He pointed to the fact that domestic demand for
clothespins had been greatly reduced due to automatic dryers, in-
creased use of laundromats and commercial laundries. He pointed
out all of these various factors which lie felt caused the trouble to the
domestic industry.

But he did not recognize the fact that the reduction in the domestic
demand resulting from these various factors made the effect of the
imports that much greater, intensified that effect, and made the domes-
tic market, the remaining domestic market, that much more important
to the domestic industry.

Those, in a nutshell, are the basic facts upon which the domestic
industry applied to the Tariff Commission and that is what happened.

Senator MALONE. Well, now, the situation as you describe it today
is that more of these companies will go out of business unless you
have some relief ?

Mr. TILDEN. That is inevitable.
Senator MALONE. Would you say all?
Mr. TILDEN. I think unquestionably they all will, unless relief is

granted in the reasonably near future.
Senator MALONE. In the areas of Denmark and Sweden, what are

the wages compared to your wages?
Mr. TILDEN. The best information we have is that the wages in

Sweden will run about, the latest figure that I heard was 57 cents
per hour, and our wages are averaging about $1.25 an hour.

In Denmark, they have a rather peculiar situation, in that it was
determined that most of or at least a large percentage of the spring
clothespins that were sent to the United States by Denmark over
some period of time were produced by prison labor. I have no in-
formation as to the exact amount that the prison laborer was paid,
but I understand it was something in the neighborhood of 30 or 40
cents a day.

As the result of representations made by the industry, the State
Department, I believe, obtained assurances that they would discon-
tinue that practice.

Senator MALONE. Now, with reference to the slotted clothespins,
do you make those?

Mr. TILDEN. Yes; the slotted pins are made by the same manufac-
turers. There are 1 or 2 of the spring clothespin manufacturers who
do not make standard pins, and there are 1 or 2 standard-pin manu-
facturers who do not make spring pins, but both are in the association,
and I represent both groups.
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Senator MALONE. You represent the workers, too?
Mr. TILDEN. Not directly.
Senator MALONE. You do not?
Mr. TILDEN. I represent the association of the domestic manufac-

tureris.
Senator MALONE. You say "not directly."
Mr. TILDEN. I feel that indirectly I am representing them, Mr.

Chairman, since the appeal that I am making and the work that the
industry has done in trying to get relief is designed to protect the
jobs of the workers, so indirectly I might say that I am representing
them, too.

Senator MALONE. In other words, if you go out of business or the
companies do, then they are automatically out?

Mr. TILDEN. That is correct.
Senator MALONE. Now, concerning the importance of the industry,

is there anything very important about the clothespin industry?
Would it make very much difference that they were unavailable dur-
inm the war?

Tqr. TILDEN. Well, during the last war, there were a great many
women, housewives, throughout the country who were quite concerned
over the fact that they did not have pins to hang up their diapers and
clothing on their clotheslines.

It is a rather insignificant item, true, but it certainly is an essential
item to the housewife who has to do her own laundry.

Senator MALONE. And I gather that in the area where these clothes-
pins are manufactured it is an important part of the economy.

Mr. TILDEN. That is correct.
Senator MALONE. Well, will you tell us something about the impor-

tance of it to the economy, the number of workers does not seem to
be too large. Just how does it fit in, in the area?

Mr. TILDEN. I am very glad you asked that, Mr. Chairman, because
that is a very important feature in this industry.

Most of our plants are located in very, very small towns.
Let me give you one example, of Phillips, Maine, where the Dia-

mond Match Co. had a plant which operated for a great many years,
producing spring clothespins.

They employed as many as 200 people in that plant at various times,
and they were forced to close that plant. It is the only industrial
plant in the town of Phillips. I believe the closest town is some 30
or 40 miles away, and there is no other place of employment or possi-
bility of employment within the town. It has become practically a
ghost town, and yet there were many, many people that worked for the
Diamond Match Co., in that plant for many, many years, and it was
their sole source of livelihood and practically the town's sole source
of livelihood.

That is also true in Mattawamkeag and in the little town of West
Paris. It is 1 of about 3 very small businesses operated in West Paris.
It is, to a certain extent, true of practically all the other small towns
in which plants are located.

The operation of these plants also has a very direct effect on the
small farmers located in the areas surrounding these plants, who fur-
nish wood to the plant.

As you may know, in the State of Maine particularly, a great deal
of the woodland is owned by small farmers and about the only source
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of hard money that they have is the sale of small quantities of wood
from their wood lots. If clothespin plants are forced to close down,
it cuts off the market for this raw material.

Senator MALONE. What kind of wood is it?
Mr. TILDEN. It is almost entirely birch, although some hard maple

is used.
Senator MALONE. I heard Senator Smith, of Maine, describe exactly

what you are talking about before this committee, it may be 4 or 5 years
ago.

Mr. TILDEN. That is correct.
Senator MALONE. I was not on the committee then, but that was what

they were talking about, the importance of it to their community.
Mr. TILDEN. That is correct.
Senator MALONE. Well, now, how about taking those workers away

and turning those workers to other jobs? How successful do you think
that would be?

Mr. TILDEN. Well, if you force a family that has lived in a small
town in Maine all of its life and is used to that type of life, to move
to Detroit or some place else, where there are job opportunities, it
might be possible to subsidize it to the extent of paying the expenses
of the move and getting established. However, it would be an expen-
sive proposition, and then I do not think that the people would be
very happy.

These clothespin workers have their roots in a small town in Maine
and do not want to move some place else. There are no other indus-
tries within the State of Maine that can absorb them. Also, as had
been testified before this committee, imports have had a bad effect on
textiles, on woolen mills, and on various other wood products other
than clothespins, and all of those effects within the State of Maine
have cut down on employment op ortunities.

Senator MALONE. Now, as I understand your testimony, then, what
you would like to see is to reverse the State Department or the Chief
Executive, technically, although as I understand it, the State Depart-
ment spearheaded it. If this act expires June 12, what do you feel
your position would be?

Mr. TILDEN. Well, I am concerned at the moment with a small in-
dustry which has been injured by an existing concession, and it is my
understanding that if this act were allowed to expire, as to items
on which there is an existing trade agreement we would be depend-
ent entirely upon the President revoking or canceling the trade agree-
ment before we could ever get back under section 336-

Senator MALONE. Well, whom are you dependent on now?
Mr. TIDEN. We are dependent on the President now, but I would

recommend that some teeth be put in the escape clause.
Senator MALONE. What do you think your chances are?
Mr. TILDEN. Well, as a matter of practicality, as far as getting

it through this Congress, my feeling is that the best we can hope for
is to require the President to accept the findings as to the existence
of injury, made by the Tariff Commission.

Senator MALONE. And what makes you think you can get that
through?

Mr. TILDEN. You can always hope, and I have one further rec-
ommendation on that in a moment-and then permit the President
to disregard the recommendations of the Tariff Commission only if
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he can justify doing so in the national interest, or in the interest of
national security or national defense.

Senator MALONE. How about the betterment of the economy?
Mr. TILDEN. Well, I have no particular word for it, Senator, ex-

cept I feel he should be in a position of having to justify the sacri-
fice of a domestic industry on the basis of very valid national interests.

Senator MALONE. Well, we have that now. In other words, all
he has to do is to say, "This is in the national interest, and we go along
with the State Department suggestion. Congress may take care
of you some other way."

Mr. TILDEN. There is a slight distinction there, in my opinion,
Senator, that at the present time the President has at least assumed
or interpreted the existing act as permitting him to make the final
determination as to the existence of injury.

Senator MALONE. Yes.
Mr. TILDEN. And as far as I can recall, he has never admitted that

an industry which he failed to protect had been injured. In other
words, in every case he finds there is no injury.

Now, if he were forced to admit that an industry had been injured,
then it would be much more difficult for him to justify refusing to
follow the recommendations for relief made by the Tariff Com-
mission.

Senator MALONE. And just how are you going about forcing the
President to admit that any injury is done to the community?

Mr. TILDEN. To the community or the industry?
Senator MALONE. To the industry.
Mr. TILDEN. By amending the act to specifically provide that the

findings as to the existence of injury made by the Tariff Commission
shall be final and binding on the President.

Then I would go a step further. I would amend the standards
established by the act for the determination of injury. I would tighten
those up to spell out in more detail the type of findings which would
have to be made, the factors which would have to be considered, in
determining the existence of injury.

Attached to the written statement I have prepared is a suggested
revision of section 7 (b) and section 7 (c), which I feel will greatly
help domestic industry to establish a case of injury, and which will
force the President to accept those findings as final.

Senator MALONE. As a matter of fact, it asserts exactly what you
have. In other words, under the Tariff Act, the Tariff Commission has
the sole authority in the determination of that, and the President's
authority remains until by Executive order there is cancellation.

Mr. TILDEN. Well, I wonder whether the President would be justi-
fied in canceling an agreement, even though lie recognized that it was
injuring the clothespin industry, an agreement probably covering
hundreds of other items

Senator MALONE. And probably hundreds of other items are in-
jured just as much as clothespins.

Mr. TILDEN. That may be, but my feeling on it is this, Mr. Chair-
man, that with proper safeguards for determination as to the exist-
ence of injury established by the act and with the Tariff Commission
given final authority on the determination as to the existence of
injury, my little industry will be in a better position to get relief than
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it would be if the entire Trade Agreement Act went out of existence
and we were dependent on the President canceling the trade agreement
itself.

Senator MALONE. I wonder if it is not about time that we start
thinking about the United States of America, and not just about our
own industries, and maybe that is the thing-everybody comes in for
a little bite for his industry, regardless of what happens to the Nation.

Let me ask you another question: You understand as long as this
stands in the hands of the State department or the Executive, that
the general agreement or trade tariff still operates-you undertsand
that ?

Mr. TILDEN. I understand.
Senator ALONE. But if in the General Agreement on Tariffs and

Trade they take all these bites out for all of those industries, that falls
of its own weight, you understand that?

Mr. TILDEN. I understand.
Senator -MALONE. Now, the ITnited Nations, after the resolution

creating other worldwide organizations to distribute the markets of
this Nation, in accordance with the ideas of the members of that or-
ganization-

Mr. TILDEN. I have heard of that; yes.
Senator MALONE. That also falls, doesn't it, and goes back to the

Tariff Commission on the definite principle laid down?
Mr. TILDEN. I would assume it would.
Senator MALONE. Do you think it would be a good idea to get rid

of all of these extraneous organizations to whom, while you sleep,
you loan your duties

Mr. TILDEN. Let me put it this way, Senator. I don't know enough
about the functions of these various organizations to say that we
should throw them out. I do say this, though, that we should not be-
come parties to them without the approval of Congress.

Senator M[ALONE. You are parties to them already, and we have had
these fellows coming before the. committee meetings, and they were in
because they were fighting the United Nations ('barter, and they
would stop the State Department from making any further agreement
that stops any organization operating under it from continuing their
operation, and that is the reason they are so frantic to get at least 1
year's extension, when it comes right down to the last analysis, but as
long as men like you come in and say, "We will get along all right, if
we have this little amendment," and somebody else comes in and says
he can get along with another amendment-and we heard today other
amendments-by the time they get through everybody throws up his
hands and says, "Give it to them." That has been going on for 21
years.

Mr. TILDEN. Well, Senator, may I call your attention to the fact that
this is a very, very small industry, and despite the smallness of the
size, we have made three presentations to the Tariff Commission. I
have appeared before a number of hearings by the Senate Finance
Committee and the Ways and Means Committee during the last 6 or 7
years, and we have done everything we possibly can to get additional
protection.

When I say that I am recommending something less than you are
suggesting, it is because I fee] from a practical standpoint that is all
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we can hope for in this session of Congress. Maybe I am wrong. I am
judging a great deal on what I hear and what I read.

Senator MALONE. You mean in this newspaper column and on the
radio?

Mr. TILDEN. That is the reason I feel that we are not asking for
something for clothespins alone-anything we can get is better than
nothin what I am afraid of is that if we don't come and ask for
something halfway reasonable or halfway acceptable to the adminis-
tration, we will not get anything. We will get exactly what H. R. 1
provides, and certainly strengthening the escape-clause provisions
along the general lines I suggested is far better than ending up with
H. R. 1 in its present form.

Senator MALONE. My personal opinion is that industry has brought
this down upon themselves by their own actions in 21 years. You are
heading for it in the future, and your men will be where they have
been headed for all along, and that is back on the farm.

Mr. TILDEN. I think that is quite possible, Senator, but I have a
rather strong feeling

Senator MALONE. Go ahead with your statement and let us see what
you do suggest. I think you will get about what you deserve when
you get through, and that is unemployment, because you really are-
this is what I wanted to find out, and I have found out-you really are
against the act. You would rather have it expire-but you don't think
you could get it by what you read in the newspaper columns and by
listening to the radio and the television, so you come in and compli-
cate it further by a couple of amendments that you have about as much
chance of getting as flying to Europe without an airplane.

Mr. TILDEN. You make me feel very discouraged about the propo-
sition.

Senator MALONE. I think you ought to know the truth, but it has
been that way for 21 years. You have been coming for how long?

Mr. TILDEN. About 6 years.
Senator MALONE. Well, you are young yet.
Go ahead.
Mr. TILDEN. There has been no controversy on the need for escape

clause protection of American industries against crippling duty re-
ductions under the powers delegated to the President, now proposed
to be renewed and expanded.

Actually, Senator, I have covered 1 or 2 of these points. There
will be some repetition.

Senator MALONE. Well, I think I have your story, but I would like
to have you read it into the record.

Mr. TILDEN. All right.
The administration concedes its desirability and the President, by

letter dated February 17, 1955, to House Minority Leader Martin,
stated categorically, "No American industry will be placed in jeop-
ardy by the administration of this measure."

Senator MALONE. Do you think when he wrote that your industry
was already in jeopardy?

Mr. TILDEN. I don't think the President did, no.
Senator MALONE. I don't, either.
Well, how do you think he is going to be informed?
Mr. TILDEN. I think that he will be informed if this Congress will

enact the type of safeguards I have recommended. He will then
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recognize that Congress wants real protection for domestic industry.
Since serious injury is tantamount to jeopardy, the President's

statement is a clear commitment to take what steps may be necessary
to relieve any industry so injured.

Senator MALONE. Have you ever read any statements by prior Pres-
idents along this line?

Mr. TILDEN. Yes, I have.
Senator MALONE. What did they say?
Mr. TILDEN. I cannot recall the exact wording, but my recollection

is that President Truman on several occasions made it very plain
that he would not permit this act to endanger or place any industry
injeopardy.Senator MALONE. And he never found it out?

Mr. TILDEN. No.

Senator MALONE. And did any President ever find it out?
Mr. TILDEN. Not to my knowledge.
Senator MALONE. All right. Go ahead.
Mr. TILDEN. Thus all are agreed on escape clause protection and the

only problem is in defining what constitutes serious injury. My pur-
pose is to demonstrate that (1) the existing standards for determining
injury are inadequate and (2) the final determination as to the
existence of injury should be made by the Tariff Commission.

My recent statement to the Ways and Means Committee pointed out
a number of respects in which the injury standards established by
Congress are being so interpreted as to nullify the effectiveness of the
escape clause safeguards. For evidence supplementing that which
I shall give here, I refer this committee to page 1978 of the record of
testimony before the Ways and Means Committee.

Senator MALONE. Do you have that testimony with you?
Mr. TILDEN. Yes. I do have copies available.
Senator MALONE. I have no way of knowing what that is unless you

will take the time to read that testimony.
Mr. TILDEN. If you want, I can.
Senator MALONE. Well, I am sitting here 8 hours a day to find

out what you fellows think.
Mr. TILDEN. Well, I was attempting to comply with the rules of the

committee. I was told that no repetition was permitted.
Senator MALONE. I would have brought it out on cross-examination,

anyway.
Mr. TILDEN. Here is the statement and a supplementary statement

which I submitted to the Ways and Means Committee (handling
documents to Senator Malone).

Senator MALOw. Well, what parts are not included in the state-
ment you are going to make here?

Mr. TILDEN. I would say that the statement I am making here is
quite different. I have listed a number of individual situations in
which the act has not been interpreted as I feel it should be, and has
not been applied as I feel Congress intended it to be applied.

Senator MALONE. Are you sure what Congress intended?
Mr. TILDEN. No, but I can guess. I can estimate what it intended

on the basis of the language it used. I tried in those statements to the
Ways and Means Committee to set forth my reasons for feeling that
the intent of Congress was not being carried out in the interpretation
of the existing act.
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Senator MALONE. Well, will you just segregate the parts not in-
cluded in your testimony here and read them?

Mr. TILDEN. Do you want me to do that at this point or at the end?
Senator MALONE. Whenever you want, whenever yoA think it will

make sense.
Mr. TILDEN. Suppose I finish my present statement then, Senator.
Senator MALONE. All right.
Mr. TILDEN. Then I can add the additional points covered in this

other statement.
Senator MALONE. All right.
Mr. TILDEN. The most convincing evidence is the fact that relief

is not available to any industry that has troubles in addition to
imports. Where difficulties result from a combination of increased
imports and other competitive factors, relief is consistently denied.
For example, in the tobacco pipe case, where the Tariff Commission
unanimously found serious injury, the President refused relief on
the primary ground that imports were not the sole cause. In his
letter of November 19, 1953, to this committee the President acknowl-
edged that imports had increased, but pointed out that total consump-
tion had decreased, stating, "it seems apparent that the major part
of this loss has been due to decline in consumer demand."

In the wood screw case the President stated, "This decline in late
years has stemmed not from imports, but mainly from an increasing
use of materials other than wood." In the spring clothespin case the
President placed great emphasis on the statement that growing use
of automatic driers, Laundromats, et cetera, had resulted in a decline
in the use of clothespins.

This policy of denying relief where there are contributing factors
other than imports was clearly stated by three of the Tariff Commis-
sioners in the clothespin case. They interpreted section 7 (a) as
literally meaning that "increased imports must in and of themselves
be found to be the cause or threat of serious injury before a recom-
mendation for 'escape' action can be justified." This significant
interpretation, and the President's decisions to which I have referred,
completely ignore the economic fact of life that an industry weakened
by domestic difficulties is all the more vulnerable to import com-
petition.

For illustration, suppose the normal domestic market for a par-
ticular item has declined from 10 million to 8 million units; that the
domestic industry which formerly supplied the entire 10 million units
now supplies only 6 million, with imports providing the remaining 2
million units of the curtailed demand. Under the crippling interpreta-
tion I have outlined, there would be no relief whatever for the domes-
tic industry since imports were not the sole cause of its troubles,
despite the fact that the shrunken market intensified the effect of those
imports.

Now, inevitably there are many things that can injure an industry-
strikes, shortages, increased domestic competition, price wars, and
many more. These plagues are present to a degree in every ailing
business. If import must be shown to be the sole cause of distress, few
if any industries can ever qualify for relief.

Such an interpretation appears to be directly contrary to the ex-
press wording of the law. Section 7 (b) sets forth a number of
factors which the Tariff Commission is required to take into con-
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sideration, "without excluding other factors." Since increased im-
ports are only one of these, it can scarcely be contended they were
meant to be the sole factor to be considered.

Yet the present act has repeatedly been so interpreted and applied.
There is urgent need for revision of section 7 (b) to make clear Con-
gress' intention that a domestic industry is to be considered in
jeopardy where increased imports have been a contributing factor
to the injury. Acompanying the filed statement of these remarks
is my suggested rewording to accomplish this and a number of other
clarifications described in my statement to the Ways and Means
Committee.

Senator MALONE. Do you want to insert your suggested changes?
Mr. TILDEN. They are attached to the statement. Do you want me

to read them?
Senator MALONE. I think it would be a good idea.
Mr. TILDEN. Section 5-
Senator MALONE. Where is that?
Mr. TILDEN. This appears in the next to the last page of the written

statement under the title "Suggested Additions to 11. R. 1."
Senator MALONE. And will you read that?
Mr. TILDEN. I would suggest that section 5 be added to read as

follows:
Subsection (b) of section 7 of the Trade Agreements Extension Act of 1951,

as amended (19 U. S. C., sec. 1364 (b)), is hereby amended to read as follows:
"(b) In arriving at a determination in the foregoing procedure, the Tariff Com-

mission, without excluding other evidences of injury, shall consider as evidence
of injury the existence or likely occurrence of any of the following factors: a
downward trend of production, employment, prices, profits, or wages in the
domestic industry concerned; a decline in sales; an increase in imports over a
representative period prior to the concession or an increase in imports over
any representative period after the concession, either actual or relative to
domestic production; a higher or growing inventory; a decline in the proportion
of the domestic market supplied by domestic producers; and higher domestic
costs for labor and raw materials than those of foreign producers. In-
creased imports, either actual or relative, shall be considered as the cause or
threat of serious injury to the domestic industry producing like or directly com-
petitive products, when the Commission finds that such increased imports have
been a contributing factor to the serious injury or threat of injury to such
industry. The term 'domestic industry producing like or directly competitive
products' as used in this act shall mean that portion of the producing organiza-
tions manufacturing, processing, growing, or otherwise producing like or
directly competitive products."

That ends the quotation of the suggested rewording of subsec-
tion (b).

The suggested subsection (c) which immediately follows here, I
would like to read later, after I have pointed out the reasons for it.

Senator MALONE. All right.
Mr. TILDEN. My second and final point is that Tariff Commission

findings as to the existence of injury should be final. I believe it is
safe to say that Congress so intended in enacting section 7 of the act.
The act designates the Tariff Commission as the agency to make
investigations, hold hearings, and determine the effect on domestic
industries of increased imports. It spells out the factors the Commis-
sion must consider in making this determination and authorizes the
President "to make such adjustments in the rates of duty, impose such
quotas, or make such other modifications as are found and reported
by the Commission to be necessary to prevent or remedy serious
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injury." It does not authorize the President to make such adjustments,
et cetera, as are found by him to be necessary. The fact that the
President is not required to follow the recommendations of the Com-
mission does not indicate an intent that he be permitted to make the
filal determination as to existence of injury. On the contrary, it
merely recognizes that the President would be informed as to inter-
national considerations bearing on whether it would be in the national
interest to follow the Commission's recommendations, and permits
him to disregard those recommendations where such considerations
outweigh the need for relief to a particular industry.

Senator MALONE. You would take away from the President by an
amendment the right to consider the overall Nation or the overall
economy in this Nation?

Mr. TILDEN. No, I would not, Senator. Under my recommendation
you would not take that away from him.

Senator MALONE. What would you do with-
Mr. TILDEN. You would give him the right to disregard the rec-

omnendations of the Tariff Commission where lie finds it to be in the
national interest to do so, but you would require him, in effect, to admit
that in doing so he is sacrificing a domestic industry.

Senator MALONE. Well, of course, when you sacrifice it, then every-
body in the United States knows it, whether or not he wishes it, so
what good does it do you? Everybody knows it.

Mr. TILDEN. Well, 1 am inclined to think that he would be a little
bit reluctant to say that. I am satisfied, Senator, that the President is
not now aware of the actual existence of injury in any of these indi-
vidual cases, but he is basing his decisions, in effect to sacrifice those
industries, on the fact that he has been informed by the State Depart-
ment that there has been no injury to these individual industries.

Senator MALONE. Well, disregarding the so-called peril point that
the Tariff Commission recommends, it is already in the law

Mr. TILDEN. That is right. But he would still have to explain to
Congress. He would be told by Congress, "You have to accept the
word of the Tariff Commission on the existence of injury, rather than
that of the State Department."

Senator MALONE. But he would not have to accept what the Tariff
Commission recommended if he found that the overall national
economy or the overall political situation, in his opinion

Mr. T ILD.N. I fully recognize that my recommendation would result
in his still having the power to sacrifice domestic industry.

Now, I am not saying that I approve in any instance of his sacri-
ficing a domestic industry, but I am saying this, Senator. Under the
Trade Agreements Act it is inevitable that there will be sacrifices of
domestic industry. I would like to force the President to acknowledge
that fact and come to the Congress and say, "I am sorry I had to sacri-
fice that industry, but here are the reasons I had to do it," rather than
permit him to come to the Congress and say, "The reason I did not
follow the recommendations of the Tariff Commission in this case is
because my staff dug up some new facts that the Tariff Commission
knew nothing about, and they presented it to me and satisfied me that
this industry is not being injured."

Senator MALONE. Well, go ahead.
Mr. TILDEN. I can see that I am not creating much of an impression.
Senator MALONE. Well, I think that that is what is the matter with
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your industry. Every industry in the United States has taken your
attitude for 21 years, and you ought to be hurt, until you make up
your minds to come in and ask for what you want and what is reason-
able. I have no sympathy for you, myself.

Go ahead.
Mr. TILDEN. Notwithstanding this obvious intent of Congress, the

President has consistently had his staff make independent findings of
fact, usually concluding that the domestic industries were not being
injured despite contrary findings by the Commission. For example,
in the scissors and shears case the President stated in a letter to this
committee dated May 11, 1954:

My inquiries with respect to the affected companies indicate that they are
not in a depressed condition * * *

The President's spring clothespin decision was expressly based on a
series of findings of fact, not one of which appeared in the Tariff
Commission report. The ('ommission has assured me that its report
contained "all the data submitted by the (onmnission to the President."
The President emphasized the effect on the industry of declining sales
of slotted clothespins, increased sales of plastic pins, automatic driers,
laundromats, etc., but the Commission's report contained no data what-
soever oi any of these factors. Obviously the data supporting the
President's decision were obtained by his staff after what amounted
to a star-chaniber investigation of its own, with no opportunity for
the domestic industry to examine such facts or be heard in refutation.

In a number of other escape-clause cases the President has com-
pletely ignored the findings of fact of the Tariff Commission and
substituted his own. It seems absurd to spend the taxpayers' money
and subject domestic industry to the trouble and expense of escape-
clause investigation by the (minnislon, only to disregard its findings
of fact in this way.

Why has the President insisted upon making independent investi-
ations rather than relying on the experts designated by Congress
or that very purpose?
Senator MALONE. Why? You have an act that gives him that

authority, and the only reason for the act is to let him decide on these
important matters as to whether, for instance, the clothespin is im-
portant to the Nation or not, and if he did not do that, he would be
derelict in his duties, he would be transgressing the constitutional
responsibility-and you object to the way lie does it.

Now, it is his own way of doing it, aid nobody is going to object,
if you are going to put the responsibility on him.

Mr. TILDEN. I would say, Senator, that I am for placing proper
restrictions on the exercise of this power by the President. I agree
100 percent that at the moment the existing act delegates entirely too
much power to the President, and I am in favor of imposing some
restrictions.

Senator MALONE. Well, the power has been delegated to him. The
Congress transferred to the President its constitutional responsibility.
Now, what are you going to do? Fix it so that he cannot exercise it?
I mean, this is a little bit silly, when you come down to it. You are
trying to figure out a deal where you can transfer constitutional re-
sponsibility to the President and then figure out some way of pre-
venting him from doing the job.
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Mr. TILDEN. Well, I would hate to get into an argument with you
on constitutional problems.

Senator MALONE. And I believe that you are going to get exactly
what you deserve.

Mr. TILDEN. I would like to express this point of view-
Senator MALONE. Go right ahead. I am entirely out of sympathy

with anything you have said so far. You are really against it but
you are going to be for it, just so the clothespin industry might have
some chance to make a couple of clothespins.

Mr. TILDEN. Well, frankly, I don't like the way you characterize
my entire statement, because that is not what I have attempted to say.

What I have attempted to say is that I believe very strongly that
the present act is not being administered in the manner in which it
was intended.

And I agree that the present act delegates entirely too much power.
I think that more definite standards should be adopted and put into
the act to prescribe the method of ascertaining the existence or non-
existence of injury.

Senator MALONE. Well, just as long as industry takes the attitude
that you are taking, you are going to get exactly what you are asking
for.

Mr. TILDEN. You may be right. I hope you are wrong.
Senator MALONE. I cannot agree with you. Go ahead.
You have done this for 21 years, and that is natural with industry.

At least you are arguing the point. At least that is one thing you are
doing. Why not come out and say what you are for? If you think
this thing is wrong, say so, and correct it.

Mr. TILDEN. Well, I am attempting to.
Senator MALONE. I don't understand-I cannot understand you.

I do understand Mr. Smith. I think he made a fine presentation.
Mr. TILDEN. Well, I hope that you vote the right way on it.
Senator MALONE. Well, if I voted the way you advocate, and that is

for the extension of the agreement-well, go ahead.
Mr. TILDEN. Why has the President insisted upon making inde-

pendent investigations rather than relying on the experts designated
by Congress for that very purpose'? The answer seems very obvious.
He has not wanted to acknowledge that the trade agreement program
might sacrifice certain domestic industries which are unable to com-
pete with imports. So far as I can determine, the President has never
conceded that an industry he has refused to protect is being seriously
injured, notwithstanding the Commission's unanimous finding to the
contrary in a number of cases.

This, I contend, is the basic fallacy in the administration of the
program. We will all recognize that international considerations and
the overall national interest may outweigh the welfare of individual
domestic industries. The average American businessman will go along
with this where there is a reasonable basis for believing that his
sacrifice contributes to the national good. But he resents going on the
altar just because the President's staff is able to dig up some "facts,"
which he has no chance to answer, indicating that he is not being
injured. This is like the dying man who is informed by a group o
specialists, after thorough examination, that he can be saved only by a
particular medicine. He gets far more consolation from knowing that
the medicine is not available to him because it has been preempted for
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the national defense, than from being told by someone who never ex-
amined him that he isn't even sick.

This committee is confronted with deciding whether it subscribes
to the interpretations to which I have referred by reporting out H. R. 1
without giving effective teeth to the escape clause provisions of the
Extension Act of 1951. It must also decide whether final determina-
tion of the existence of injury is to be delegated to the Tariff Commis-
sion, after public hearings of all interested parties, or to the Presi-
dent's staff on the basis of sub rosa investigations.

The Commission can be given final authority for factual determina-
tion of injury without eliminating the power of the President to dis-
regard the Commission's recommendations for relief. Attached to my
filed statement is a suggested rewording of section 7 (c) of the Exten-
sion Act of 1951. This wording is identical to Congressman Reed's
amendment approved by 192 Members of the House, except that
"national interest" is substituted for "national security." It may well
be argued that the President should have the power to disregard Com-
mission recommendations for other than direct security reasons. The
proposed alternative language gives him additional leeway to disre-
gard such findings when he considers it in the national interest to do
SO.

This amendment would not "emasculate" the trade program or "set
it back 20 years," as parts of the press would have us believe. It
would in no way curtail the powers of the President, except to require
him to justify, as in the national interest, any refusal to carry out
recommendations of the Tariff Commission. Where such considera-
tions dictate the sacrifice of a domestic industry that is being seriously
injured, the President should frankly so state, and explain to Congress
the basis for the conclusion.

The amendment does no more than carry out the intent of Congress
to give reasonable protection when this is consistent with the national
interest. It offers American workers and businessmen assurance that
their welfare will not be ignored, and the important satisfaction of
knowing, in cases where the President may deny relief despite injury,
that at least they are making a contribution to their country.

Senator MALONE. Now, would you like to put in the other amend-
ment or whatever it is, in the record?

Mr. TLDEN. Yes. I would suggest a new section 6, to read as
follows:

The last sentence of subsection (c) of section 7 of the Trade Agreements
Extension Act of 1951, as amended (19 U. S. C., sec. 1364 (c)), is hereby amended
to read as follows:

"If, as a result of investigations and hearings, a majority of the Commission-
ers voting find that a product on which a concession has been granted is (as
a result, in whole or in part, of the duty or other customs treatment reflecting
such concession) being imported in such increased quantities (either actual or
relative) as to cause or threaten serious injury to the domestic industry pro-
ducing like or directly competitive products, such finding shall be final and
conclusive and the President shall take action to prevent or remedy such injury
unless he determines that the national interest requires that no such action be
taken. If the President does not, within 60 days, take the action referred to
in the first sentence of this subsection, he shall immediately submit a report to
the Committee on Ways and Means of the House and to the Committee on Finance
of the Senate stating why he has not made such adjustments or modifications, or
imposed such quotas."



TRADE AGREEMENTS EXTENSION

Senator MALONE. What part of this other statement covers the sub-
ject matter which is not covered here?

Mr. TILDEN. If yOU will give me a couple of minutes to refresh my
recollection on it, senator, I will have it.

One of the objectives of the proposed revision of section 7 (b) was to
require a comparison of current imports with preconcession imports,
and in my statement to the Ways and Means Committee, I said as
follows:

The second of the above-mentioned objectives-requiring the Tariff
Commission to make a comparison of the current rate of imports with
the rate during a representative period prior to the concession-is
accomplished by adding the words "over a representative period
prior to the concession," following the words "an increase in imports,
in the list of factors to be considered by the Commission contained
in section 7 (b)."

It is submitted that the Congress intended by the present act that
such a comparison be made. Obviously, a determination as to whether
imports have increased as a result, in whole or in part, of the duty or
other customs treatment reflecting a trade agreement concession neces-
sarily involves a comparison of Imports before and after the conces-
sion. However, the experience of the clothespin industry demon-
strates the need for a specific requirement.

In their report to the President of October 6, 1954, three of the
Tariff Commissioners "determined" that there had been no increase
in imports of spring clothespins, either actually or relatively. This
determination was based entirely on a comparison of imports during
the years following the concession. The Commissioners admitted
that a comparison of imports during the past few years with those
during pre-concession years would show a substantial increase in im-
ports. However, they interpreted the present act as requiring a com-
parison of current imports with preconcession imports only when no
representative postconcession period could be found.

The concession on spring clothespins was granted in 1943. Prior
to such concession imports never exceeded 20,000 gross per year-less
than 1 percent of domestic production. Due to the war imports did
not increase materially until 1945. During the period 1946-48, as
pointed out by the 3 Commissioners, the average importation was
1,700,000 gross, or 71 percent of the average domestic production.
Aside from the effect of the concession, this tremendous increase in im-
ports was due to the fact that domestic producers were out of produc-
tion during the war because of their inability to get wire, and the
demand for spring clothespins following the war was abnormally
high. Moreover, the domestic producers were unable to get into full
production until the middle of 1947, when a large part of the domestic
market had been taken over by imports. The 1946-48 average in-
cluded 3,167,000 gross imported from Mexico in 1946 when domestic
producers were out of production.

It was this period of 1946-48 which the three Commissioners
selected as a "representative" postconcession period, for purposes of
comparing imports during the years 1952-54, when the demand had
gotten back to normal and wire supplies were available to domestic
producers. Imports during such years averaged more than 900,000
gross per year, or 30 percent of domestic production, compared to
20,000 gross per year-
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Senator MALONE. This is clothespins we are talking about?
Mr. TILDEN. This is clothespins.
Or 1 percent of domestic production. It was on the basis of this

comparison of current imports with 1946-48 imports that the three
Commissioners concluded that imports had not increased as a result
of the concession.

Incidentally, it is interesting to observe that after reaching this
conclusion, these same Commissioners proceeded to "determineO that
imports had not resulted in any decrease in domestic production or
shipments by comparing current domestic production and shipments
with 1939-a single prewar year.

If this committee agrees that a determination as to the effect of a
concession on the quantity of imports necessitates a comparison of
the volume of imports before and after the concession, it is submitted
that a specific requirement that such a comparison be made by the
Tariff Commission must be included in the act in order to correct
the interpretation to which at least 3 of the present Commissioners are
committed.

It should be pointed out that the Senate version of the existing
section 7 (a) included the words "compared to a representative period
prior to the concession." The inclusion of these words in the act as
passed by the Senate indicates that the Senate wanted to make certain
that such a comparison was made. This language was omitted from
the act as finally passed after a joint conference of the House and
Senate. The reasons for dropping this language do not appear in
the conference report, but it is reasonable to assume that the language
was omitted either because it was not considered necessary or because
the Congress did not want to preclude the Tariff Commission from
also considering, in appropriate cases, changes in the trend of imports
during years following a concession.

The language suggested by the writer to the committee merely
serves to clarify the intent of Congress without precluding the Tariff
Commission from considering other factors.

Senator MALONE. What is this, a report from the Ways and Means
Committee?

Mr. TILDEN. The chairman asked me to read the parts of my testi-
mony before the Ways and Means Committee.

Senator MALONE. What is it? What is it quoting from?
Mr. TILDEN. The statement I made to the Ways and Means Com-

mittee on February 2.
Senator MALONE. I thought the original statement maybe was a

quote from something.
Mr. TILDEN. No.
Senator MALONE. This is your own statement?
Mr. TILDEN. This was my own statement, yes.
Another objective is to require the Tariff Commission to take into

consideration a comparison of the labor and raw materials costs of
the domestic and foreign producers. It is proposed that the follow-
ing factor be added to those included in section 7 (b) :

Higher domestic costs for labor and raw materials than those of foreign
producers.

Senator MALONE. Isn't that what the Tariff Commission takes into
consideration as a primary objective?
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Mr. TILDEN. As one of the factors indicating the existence of in-
jury.

Senator MALONE. Well, isn't that one of the factors the Tariff Com-
mission always takes into consideration?

Mr. TILDEN. I don't think so.
Senator MALONE. You don't?
Mr. TILDEN. No.
Senator MALONE. How long have you been watching this Tariff

Commission operate?
Mr. TILDEN. Well, I am basing that upon the experience the spring

clothespin industry had. We had three hearings before the Com-
mission.

Senator MALONE. I think you will find that if you follow the work of
this Tariff Commission, that they take in a number of factors, but one
of them is a difference in cost due to the difference in labor.

Mr. TILDEN. In three reports made on spring clothespins there was
no mention of a comparison of costs.

Senator MALONE. There may not have been any mention of it.
They don't always mention the factors but they mention what the
total difference is or whether it is justified or not. Many factors are
taken into consideration.

Mr. TILDEN. Well, we attempted on three occasions to persuade the
Tariff Commission to make a comparison of domestic costs of produc-
tion of spring clothespins with foreign costs. The industry submitted
in great detail its own costs of production. The Tariff Commission
made an investigation in which it checked the figures submitted by the
industry, and yet not one word was mentioned in any one of the three
reports to indicate that our costs of production were any higher than
those of foreign producers.

Senator MALONE. But still you say that three of the Commissioners
agreed with you that there was an injury.

Mr. TILDEN. It was so serious that they didn't need to consider that
factor.

Senator MALONE. Well, do have any evidence that the factors
weren't considered?

Mr. TILDEN. None except the fact that they were not mentioned in
the Tariff Commission reports.

Senator MALONE. As a matter of fact, is it always customary on
rates or Tariff Commission investigations to mention each of the
factors and the amount that they affect the result?

Mr. TILDEN. Well, I understood that it was the practice of the
Tariff Commission when it has spelled out for it, as it does in the
escape-clause provision, the factors which it is required to take into
consideration, that in every case they spell out in their report their
findings as to those factors.

Senator MALONE. But they didn't do it in your case.
Mr. TILDEN. Because it is not one of the factors listed. That is

why I am recommending that it be included in the list of factors,
which would require the Tariff Commission to make such a determina-
tion and to include its findings in its report.

Senator MALONE. So you think that by reason of the fact that it is
not mentioned in their report, that they didn't consider the difference
in the wage and standard of living?

Mr. TILDEN. That is my understanding.
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Senator MALONE. Go ahead.
Mr. TILDEN. I am afraid I have already covered the statement, but

I will read it if you would like.
Senator MALONE. Go right ahead.
Mr. TILDEN. There should be no need for the inclusion of such a

specific requirement in the act, since it should be apparent to anyone
that a comparison of costs is an essential element in any determina-
tion as to whether a domestic industry is being injured or threatened
with injury by imports. Obviously where the cost of production of
a particular product involves a large percentage of labor, and where
the domestic producer must pay $2 per hour to his employees as com-
pared with 40 cents per hour paid by his foreign competitor, imports
are more likely to injure him than would be the case if the wage rates
were the same.

Again it is submitted that the experience of the clothespin industry
demonstrates the need for inclusion in the act of a specific require-
ment. The Tariff Commission has made 3 investigations of the clothes-
pin industry, and has held 3 hearings. At each hearing the industry
representatives practically pleaded with the Commission to make a,
cost comparison. In each case the industry furnished the Commis-
sion with complete and accurate cost data on domestic production.
Time and time again the industry offered to open its books and rec-
ords to the Commission's investigators so that the cost data could be
checked.

The Commission issued reports in all three cases, and did not in
any case include any information which would indicate that any at-
tempt had been made by the Commission to obtain data on foreign
costs, or that any consideration had been given by the Commission
to the differences between domestic and foreign costs of manufactur-
ing spring clothespins. As a matter of fact, Chairman Bros;ard com-
mented on this fact in a separate opinion in connection with the first
investigation of clothespins. He expressed the opinion that-
although comparison of domestic and foreign costs of production is not a legal
requirement for action under the escape clause, such representative costs of
domestic pins could have been adjusted fairly accurately by well-established
cost-accounting methods to allow for the larger size and better quality of the
domestic clothespins compared with the imported Swedish clothespins.

Dr. Brossard went on to state:
Had such authenticated cost data been available to the Commission, they

would have contributed to a much better understanding of actual competition
between dloniestic and foreign pins in the United States market.

This failure on the part of the Commission to make a comparison
of domestic and foreign costs of production of spring clothespins
despite repeated requests for such a comparison leads to the conclu-
sion that a specific requirement that the Commission consider such
factor in future cases must be included in the act.

Senator MALONE. Is that your language or Mr. Brossard's?
Mr. TILDEN. That is my language.
Senator MALONE. What do you think led this Commission, three

of them, half of them, to agree with you if they didn't understand that
there was a difference in the cost of production due to some of these
import factors?

Mr. TILDEN. Because some of the factors that are included in the
escape clause procedure were found to exist. In other word:', they
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found a loss of production, a loss in domestic shipments, an increase
in imports. They found an effect on employment and the fact that
four plants had been forced to close down. All of those factors were
emphasized by the three Commissioners who found that the industry
was being injured, but there still was no mention of a comparison
between costs.

It was my feeling that the three Commissioners who found against
us might well have found injury had they made a study and deter-
mined the exact difference, or as nearly as they could, the difference
in cost between the domestic and foreign producers. It might have
had a great deal of effect on their decision.

Senator MALONE. What do you think they supposed or assumed
accounted for this loss of business? Just some difference in temper-
ament or the color of the hair of the workers or some such reason?
Wouldn't you suppose that they believed there was some reason for it?

Mr. TILDEN. I don't know how they could avoid the conclusion that
there was a difference in cost.

Senator MALONE. I guess they didn't avoid it. They held for you,
three of them.

Mr. TILDEN. That is right, those three.
Senator MALONE. Is that all of your statement?
Mr. TILDEN. That completes it; yes.
Senator WELKER. Well, now for your information, section 350 of

the original 1930 act-and I do not think it has been changed, I am
unable to find an up-to-date amendment of the act, but I do not think
the first section was altered, and it says it is an amendment to the
1930 act by adding at the end of title 3 the following:

3. Promotion of foreign trade.

SEc. 350 (a).
For the purpose of expanding foreign markets for the products of the United

States as a means of assisting in the present emergency-

this was an emergency act-
in restoring the American standard of living and overcoming domestic unem-
ployment and the present economic depression, an increase in the purchasing
power of the American public and in establishing and -maintaining a better
relationship among various branches of American agriculture, industry, mining,
and commerce by regulating the administration of foreign goods into the United
States in accordance with the characteristics and needs of various branches of
American production so that foreign markets will be made available to those
branches of American production which require and are capable of developing
such outlets by affording corresponding market opportunities for foreign products
in the United States; the President whenever he finds in effect that any of the
existing duties or other import restrictions of the United States or any foreign
country are unduly burdening and restricting foreign trade of the United States
and that the purpose above declared will b epromoted by the means hereinafter
specified as authorized from time to time, first enter into foreign trade agree-
ments with foreign governments or instrumentalities thereof and then (2) to
proclaim such modifications of duties and other Import restrictions or such
additional import restrictions or such continuance and for such minimum
periods-

and it goes on and on-
of existing customs or excise treatment.

Now, what you have done in this 2-hour discourse is to suggest that
the President, if he wants to bring about these particular things, is
to say that while he realizes there is some injury to a domestic in-
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dustry, it is overcome by the good to the whole economy or in pro-
moting the objectives of this act.

Is that what you have taken all this time to outline?
Mr. TILDEN. That is basically it.
Senator MALONE. Thank you.
Mr. TILDEN. Thank you.
Senator MALONE. Now E. T. Carmody, Clock Manufacturers Asso-

ciation of America. Mr. Carmody, will you identify yourself for the
purposes of the record and proceed?

STATEMENT OF EDWARD T. CARMODY, CLOCK MANUFACTURERS
ASSOCIATION OF AMERICA, INC.

Mr. CARMODY. Yes, sir, Mr. Chairman. I am Edward Carmody,
and I speak for the 14 members of the Clock and Watch Manufactur-
ers Association of America, with plants in 9 States. We make all
the nonjewel watches and most of the clocks made in America.

Senator MALON. How many of the jewel watches, what percentage?
Mr. CARIDY. We make all of the nonjewel watches and most of

the clocks made in America, and we have filed a statement which we
ask to be made a part of the record. The hour is late and I will be
brief.

Senator MALONE. I don't want you to be brief. I want you to talk
about this business so that the record will indicate what you are for.

Mr. CAR-MODY. Yes, sir.
Senator MALONE. Now will you proceed?
Mr. CARMODY. Yes, sir. Well, we do not come before you to per-

suade you that we are essential to the national security nor is it our
contention that the adoption of H. R. 1 will necessarily lead us as
clock and watch makers to perdition.

Our own unique and indispensable essentiality to the national de-
fense has already been established at the highest legislative and execu-
tive levels, so it is not with us a point at issue, and we are able to
understand from the panoramic point of view of the Chief Executive
that H. R. 1 may seem needed to strengthen his hand in strengthening
the economy of this country and that of the free world generally, so
that only technically is it that we seem to appear as opponents of
H. R. 1.

Senator MALONE. Well, then you are for the enactment of this act.
Mr. CARMEODY. With an amendment.
Senator MALONE. What amendment is it?
Mr. CARMIODY. It is an amendment that we have in our statement

at page 6, Mr. Chairman, which provides that the national security
must be one of the criteria consulted before any action is taken on
the peril-point procedure or under the escape-clause procedure.

Senator MALONE. Now let me understand what you are trying to
say, that if you take into consideration any industry and its relation
to national defense, then you are for the act's extension and its working
out just the way it is working.

Mr. CARMODY. I think there is a rather fine distinction. We pur-
posely did not a pear on the side of the proponents of H. R. 1. We
did not come before you and say, yes, but. We gave it very careful
consideration and decided that our proper position was among the
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opponents who say we oppose unless. Now that is a very fine line of
distinction.

Senator MALONE. Unless you consider national defense as a part of
the decision as to whether or not this industry should be continued,
whatever industry it is.

Mr. CARMIODY. Yes, sir.
Senator MIALONE. And in that event if you do consider that factor,

then you are for the extension of the act and leaving it in the hands of
the Executive, the State Department regardless.

Mr. CARI0DY. We do not oppose that procedure. Now, we have
had a great deal of soul searching and a great deal of careful thought
on this for a long period of time, and this decision to take this partic-
ular point of view was made recently by the executive committee of
the association.

Senator MALONE. How many clock companies are in this asso-
ciation?

Mr. CARMODY. Fourteen, sir.
Senator MALONE. How many employed?
Mr. CARMIODY. Ten to twelve thousand.
Senator MALONE. Now, how many are in the association, if they have

an association, of the jeweled-watch and clock production?
Mr. CARMODY. The jeweled watch people? There are Hamilton,

Elgin, Waltham, are the only three in the jeweled-watch association.
There is also Bulova which is outside jeweled-watch association but
act in concert with them.

Senator MALONE. How many employees do they have all together,
the four of them ?

Mr. CARMODY. I would say something less than ours. Four or five
thousand.

Senator MALONE. Now if I get your position, and I hope I am correct
in interpreting it, you are for the change in the constitutional setup
of the regulation of foreign trade and the setting of the duties, what
we call tariffs; the transfer of it from the Congress to the Executive;
the Executive to have full power to rearrange the industrial map of
the United States any way he sees fit just so he takes into consideration
the national defense of the country.

He can consider it and decide any way that he wishes. His is the
sole decision. You understand that.

Mr. CARMODY. Yes, sir, I do.
Senator MALONE. I think you had just better read your statement.
Mr. CARMODY. We refrain from opposing the substance of H. R. 1,

particularly because
Senator MALONE. What statement are you reading? I have a state-

ment here.
Mr. CARMODY. These are notes.
Senator MALONE. Well, I think you had better just read your

statement.
Mr. CARMODY. Very well, sir.
Senator MALONE. You may read your notes first.
Mr. CARMODY. All right. We refrain from opposing the substance

of H. R. 1, particularly because we have been saved from destruction
by the escape clause provision.
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Senator MALONE. Now, that is a very revealing statement. You
have been saved so you refrain from opposition, regardless of what
effect it may have on other industries.

Mr. CARMODY. I can see how that interpretation can be put on
this position, and that was carefully considered. That is not the
basis of our decision nor of our position.

Senator MALONE. That is probably the reason you made it, because
you got under the wire.

Mr. CARMODY. No, it isn't, Senator Malone. There are several
reasons.

Senator MALONE. Suppose you had had an adverse decision by an-
other President, or this one changed his mind, then what position
would you take?

Mr. CARMODY. Well, we think that when the Chief Executive proves
that he does pay attention to the escape clause, if you have a good
case, and if he takes the abuse and all the trouble that has comre upon
him for having acted as he did, which he undoubtedly knew would
happen, it is a pretty good evidence of the good faith of the Chief
Executive that this is a courageous and prudent administration of
the escape clause.

Senator MALONE. Nobody has doubted his good faith. But, what
I tried to ask you when you said you were for the extension, do
you think that there is any merit in the method so long used by
Congress of creating (as in the 1930 Tariff Act) an agency responsible
to Congress to set duties and impose what we call tariffs on a definite
principle of fair and reasonable competition? Or do you really be-
lieve that the thing to do is what Congress did in 1933: transfer
that constitutional responsibility to the Executive and allow him,
under the guidance of the State Department, to rearrange the indus-
trial map of the country, using the escape clause a very minimum of
times, with obvious injury to many industries, but with some idea of
international political complications that presumably make it neces-
sary for the good of the overall economy?

Now, which do you believe? That is all I want to know.
Mr. CARMODY. Senator Malone, I have been sitting here all day,

and it was not until the course of this day that I had dinned into
me from yourself the abdication as it appears to be--perhaps it is
not abdication, the fact-

Senator MALONE. I think there is a worse word than that.
Mr. CARmODY. The fact that under article 1, section 8 of the Con-

stitution the Congress retains to itself and has the powers of regulat-
ing foreign commerce.

Senator MALONE. You didn't know that?
Mr. CARMODY. I knew that but it had not ever been brought as

clearly before me as it has today, that this appears to be a deviation
from that particular clause of the Constitution.

Senator MALONE. You never knew that the Constitution of the
United States separated the powers of the three branches of Govern-
ment ?

Mr. CARMODY. Yes, I did indeed, I knew that, but I think that I
personally and we as a group had never particularly had our attention
focused on that particular fact.

Senator MALONE. I guess no one reads the Constitution any more;
do they?
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Mr. CARMODY. I am afraid they don't as they should.
Senator MALONE. I hope you will take back to your industry the

things you have learned today, if you have, and read that section of
the Constitution, article 1, section 8.

Mr. CARMODY. Why has this never been put to a constitutional test,
Senator?

Senator MALONE. It is being now. Did you know that?
Mr. CARMODY. I did hear that today, too. I wasn't aware specifi-

cally that it had been, but it is a long time since it has been done.
Senator MALONE. It took me 2 years to realize that argument on the

Senate floor, or any kind of debate, had no effect whatever. People
just come down here to Washington and throw themselves in the lap
of the gods, "If you don't destroy us, we will be happy."

They have been doing it for 21 years. And practically no one
listens to any argument at all. You might say, it is merely a propa-
ganda surge over the country.

In a talk not long ago I called it a mental aberration for two decades.
We have no respect for the Constitution at all.

Under the protection of the United States Constitution and under
the 1930 Tariff Act, if the Congress just sits still and allows this thing
to expire, then no State Department can hurt you. They are clear
out of the picture as they were in the Constitution of the United States.

The Congress amended the Constitution of the United States with
the 1934 Trade Agreements Act by a simple act of Congress. Now,
there are people that justify its constitutionality because a limit is
set beyond which the State Department or the Executive could not
go. It is clearly a delegation of legislative power, in my humble
opinion.

On Monday, February 28, I made that argument in a debate on the
Senate floor and described the suit, but starting in 1947 it took me
2 years to realize that arguments didn't carry much weight, and took
the rest of the time until now for a client, the money, and an attorney
with guts enough to go through with it.

I don't think your industry has it. I watched it being destroyed
before I came to the Senate. I came to the Senate mostly on account
of this particular act, that and others that are obviously destroying
American industry, and rearranging the industrial map of this Nation,
and I still believe we are going to stop it.

And I have the highest regard for our President. It isn't that I
don't trust the President, but there is no mind on earth that can
encompass the intricate measuring of economic factors any more than
one mind could do that on the stock market.

If there is more buying, a stock goes up; if there is less buying, it goes
down, and the whole people of the United States fix the price of a stock
by demand if it is not interfered with superficially. So how in God's
name can one man fix this thing even in one industry?

And 5,000 industries? On a basis of the good of the national econ-
omy or international political considerations? I do not believe the
American people have ever realized the full import of it, and you
have helped prove it to me tonight that you didn't even know it
and your people don't realize it.

You are becoming a party to something I don't think you want to
be a party to, from your own statement in the record, but you don't
know it.



TRADE AGREEMENTS EXTENSION

Mr. CARMODY. We hadn't considered that nor heard it discussed.
Senator MALONE. I have discussed it for 8 years on the Senate floor.

That just shows how far a debate goes. Papers do not carry much
about it, and I can see their point of view, because you have raised
an entirely new set of editors and reporters since the thing started.
And men 45 years old have never seen anything else.

There is one advantage to being a little older-not many advan-
tages. That is, we have seen all of them come and go, from Woodrow
Wilson on through. And now you come here and say that because
you have secured relief-that is about your word as near as I can
remember them-that you are for the extension of this act just so long
as the factor is considered through which you got your relief.

Mr. CARMODY. Well, I would personally look at the other side of the
coin and I would say that we were hardened by proof that there can
be a conscientious administration of this particular escape clause, and
we think it is heartening to us and it gives us reason to beleve that
perhaps there is more good in the world than we had anticipated
previously.

Senator MALONE. At least for you.
Mr. CARMODY. Well, for anyone who can prove defense essentiality

certainly, that is one thing, and that is why we say merely that that
should be written specifically into this language.

Senator MALONE. Why do you need it written if it has already been
considered and there is already a precedent set for it?

Mr. CARMODY. Because, sir, when the President acted in July of
1954, there was on such criterion in the law.

Senator MALONE. There isn't yet; is there?
Mr. CARMODY. There isn't yet.
Senator MALONE. If he could consider it then he could consider it

in the future; couldn't he?
Mr. CARMODY. I have no reason to believe except one short sentence

in his finding that he did have a right to consider it, but our case was
so spectacular in injury that he found plenty of area within which
to operate and grant relief because of the great injury that was spec-
tacularly portrayed.

Senator MALONE. Well, I think there are probably a thousand in-
dustries that there is plenty of evidence on, but you just happened to
get enough publicity and that made it a little awkward. I think
that was one of the things.

Mr. CARMODY. We worked for years and years.
Senator MALONE. But now you have gotten your relief, and if you

can just get the reason for your relief in the act, you are ready to
go home and say, well, everything is rosy.

Mr. CARMODY. Well, we think that it isn't particularly a selfish point
of view because we have been helped and now we are thinking of other
industries who are in the same position, and we are thinking of them
and of the national welfare. We are not just thinking of ourselves,
sir.

Senator MALONE. Well, let's put it this way-you think, then, that
any industry that is not considered essential to the national defense
should be allowed to fail. You are willing to see the industrial map
of the United States rearranged on the basis of international political
associations and considerations.
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Mr. CARMODY. No, sir; that I certainly am not and we certainly are
not for.

Senator MALONE. How would you safeguard the others?
Mr. CARMODY. Because there already is a yardstick and criteria in

the act which says injury or threatened injury, that relief shall be
forthcoming.

Senator MALONE. I wish you would quote that to me in the law. I
just read it. It doesn't say it shall be at all.

Mr. CARMODY. No; it doesn't say it shall be.
Senator MALONE. It is simply dependent on the judgment of one

man.
Mr. CARMODY. That is correct, if he finds it to be.
Senator MALONE. If, in his judgment, he finds that the overall

economy or the international political situation or anything at all
justifies rearrangement, lie can do it, can't lie?

Mr. CARMHODY. Yes; he apparently can.
Senator MALONE. And you are for that. That is what you are

testifying to.
Mr. CARMODY. With this safeguard we have-
Senator MALONE. Just so you come under the wire for sure next

time because you think it might have been an accident this time, you
want that national security written in the bill.

Mr. CARMODY. No; we can really think beyond our own small area.
Senator MALONE. You haven't shown any evidence of it tonight.
Mr. CARMODY. Well, we think that there is a whole group of men

as honest as ourselves, led by the Chief Executive that we do admire,
who holds the honest opinion that it is essential for the welfare of
this country and of the world to adopt or to continue this type of
legislation.

Senator MALONE. And so change from the principle of fair and rea-
sonable competition under the 1930 Tariff Act. where they have certain
facts to ascertain and are governed by the principle, to giving it into
the hands of one man who can make any decision he cares to make on
the basis of the overall good to the national economy or interna-
tional political considerations or the good of certain Allied countries.

You are for changing the principle to that consideration.
Mr. CARMODY. Well, the principle has been changed. I mean the

principle has been adopted many, many years ago.
Senator MALONE. What I am asking you is this. When you said

you were for the act, that meant you are for this change that was made,
or didn't you know it was changed? Maybe you didn't even know
that.

Mr. CARMODY. Oh, yes. I mean we have lived, particularly I have
lived and know other climate than this. I haven't been aware of the
previous era even, and as I say, it is this afternoon that a good deal of
this was impinged upon my conscience.

Senator MALONE. You didn' know that the 1930 Tariff Act lay down
a principle to an agent of the Congress, the Tariff Commission, on how
i would determine whether or not an injury were done or how they
'would fix the flexible import fee or tariff. You didn't know that?

Mr. CARMODY. Yes; I knew the Tariff Commission was established
and they were given certain principles in guiding regulations, yes.

Senator MALONE. But you didn't know then that the 1934 Trade
Agreements Act had completely nullified the 1930 tariff law and put it
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in the hands of one man and you just didn't know that that changed
the Constitution of the United States.

Mr. CARMONDY. We knew that it was put in the hands of one man,
but as I say, the constitutional angle of it hadn't as far as I am con-
cerned been borne in.

Senator MALONE. How old are you?
Mr. CARMODY. I am 50, sir.
Senator MALONE. Well, you were 20 years old or 25 when this thing

came along.
Mr. CARMODY. Yes, but in college you don't pay too much attention

to what you should as far as the history of your own times is con-
cerned.

Senator MALONE. You know it is amazing to me that people who
spend all of their time in an industry and all of their time on a ques-
tion of this kind simply do not understand the basic facts of the built-
up things that have happened to them.

Mr. CARMIODY. But we have seen the Tariff Commission at work, we
have seen them working. We have seen the functioning.

Senator MALONE. The Tariff Commission has no more authority now
than you have.

Mr. CARMODY. Only to recommend.
Senator MALONE. All right, they have no authority whatever to

make their findings effective, do they?
Mr. CARMrODY. They have none, sir, no.
Senator MALONE. Isn't that a fine thing? They are an agent of

Congress but they have nothing to do but simply determine something
that can be accepted or not as occasion demans-as some individual
may demand.

And still you tell me that you didn't understand that until this
afternoon?

Mr. CARMODY. That is correct.
Senator MALONE. Well, I would just like you to read this statement

because I want to listen to a statement made by somebody who didn't
understand the situation to start with.

Mr. CARMODY. Yes, sir.
Senator MALONE. I am willing to listen to it.
Mr. CARMODY. May I finish my notes?
Senator MALONE. Yes; I think they are very interesting.
Mr. CARMODY. We do earnestly ask that you recommend that this

bill not become law without its giving the President and the appropri-
ate administrative agencies the right and power he and they may one
day sorely need and which H. R. 1 as now written will not give them,
namely the right and duty of considering the national security in
making decisions in escape-clause and peril-point proceedings.

Senator MALONE. Wasn't that exactly what he did consider in your
case; the national defense? Didn't he say that you were a necessary
industry?

Mr. CARMIODY. He in his decision on that, Mr. Chairman-
Senator MALONE. I don't know what his decision actually said.
Mr. CARMODY. There was perhaps one short sentence devoted to

that phase of his decision because the words were not in the act that
he could rely upon to quote at length from or to rely at length on.

Senator MALONE. But he did quote it.
Mr. CARMODY. He did give it a very brief mention.
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Senator MALONE. Most of the releases, the publicity, were on the
basis that you were a necessary industry for national defense.

Mr. CARMODY. That was an assumption that everybody made and I
think correctly made. But his decision was largely, almost entirely
I might say, on the injury that the industry had sustained.

Now it is for that reason that we want to see this particular language
written in there so that he can come out clearly and even exclusively
if he wants, because we think it is only sanity that it be there.

Senator MALONE. Well, he did use it, and don't you think that the
act itself that I read here that says he could make is decision on the
national good and on the international political situations and the
general overall international situation, don't you think he could con-
sider that one of the factors?

As a matter of fact he did consider it, didn't he?
Mr. CARMODY. As a matter of fact he did, I am sure, yes.
Senator MALONE. And the whole public was convinced that that

was a fact?
Mr. CARMODY. Yes, sir.
Senator MALONE. Why are you so much concerned then that it be in

the law as long as you have obviously got your relief ?
Mr. CARMODY. We are thinking of other people in the same plight

who may not have the overwhelming that we had.
Senator MALONE. Are you thinking of other people or are you think-

ing that your case might come up again?
Mr. CARMODY. No, we are really thinking of the national good and

other companies whose existence may be necessary to the national
good and welfare and security.

Senator MALONE. Well, I take your word that you are considering
it, but you didn't think of all of this until after you got your relief,
did you?

I heard you here last year. It doesn't seem to me you had any
such statement.

Mr. CARMODY. At that time we were endeavoring to make our essen-
tiality to the national security proven and evident.

Senator AILONE. But you didn't suggest any such amendment last
year.

Mr. CARMODY. No. That was another realm, another step. We
were then concentrating on trying to prove to people that without a
horological industry a nation is defenseless in time of war.

Senator MALONE. You were proving that you were injured because
of these cheap labor countries?

Mr. CARMODY. Also.
Senator MALONE. I sat here and listened to your testimony and

I don't remember you recommending any amendment at all.
Mr. CARMODY. No, I think probably that is correct.
Senator MALONE. Well, when did all this righteous indignation

come about, when you got your relief ? I don't understand this sud-
den "get religion" on this national defense thing. You have been
coming in here every year for 2 years and 2 years before that, and
every 3 years before the cutting of it to 2 years, haven't you?

Mr. CARMODY. Yes, sir.
Senator MALONE. Can you show any record that you ever recom-

mended that this be done before?
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Mr. CARMODY. No, I don't think that we can. I mean it was ger-
mane at that time.

Senator MALONE. It was more germane then if I may say so to you,
because if you had gotten that amendment then, you would have gotten
your relief quicker maybe.

This seems to me that you and every industry coming in wants to
protect itself. You know for 100 years the fight has been everyone
wants free trade on what they buy and a tariff on what they sell.

Now when the Congress lays down the principle of fair and rea-
sonable competition and sets up a fact-finding committee to determine
that difference, they really had a principle to work on and a principle
upon which you could invest money, didn't they?

Mr. CARMODY. Yes, sir.
Senator MALONE. Well, don't you think that would be a pretty

good principle to get back to if you could?
Mr. CARMODY. Well, I can't give you a very strong argument on

the constitutional angle.
Senator MALONE. I am not talking about the constitutional angle.

I am talking about commonsense.
If you had a duty and you knew that from now on the Tariff

Commission, a fact-finding body, with the principle laid down by
Congress that they consider the difference in the cost of production
here and abroad (that is, with the chief competing nation), do you
think you would have much trouble keeping your investors satisfied?

Mr. CARMODY. It should work out that way, yes.
Senator MALONE. Have you ever given it any consideration?
Mr. CAR-MODY. Why, I suppose that we had assumed, as probably

a great many other segments of the country had, that this was the
new era and that this had come to stay, I suppose.

Senator MALONE. It certainly is as long as industrialists like you
who represent the important clock industry take it for granted. I
think you are right. I think the businessmen and industrialists of
this Nation are getting just what they deserve, because they have not
studied it, obviously.

I have found only 2 or 3 witnesses out of the many that have testi-
fied in the last 3 days that understood it at all. Their testimony indi-
cates that they don't understand it. They just assume that we are
going to have this free trade.

Therefore, they have to have some escape clause for themselves that
will let them out, and if they can get that they run home and are satis-
fied. Now, you think that is a pretty good principle for all of you to
operate on?

Mr. CARMODY. No; that isn't a good principle, and I don't think it
can be applied to us because we have already had our day in court.

Senator MALONE. You really have?
Mr. CARMODY. We have had our day in court, so that we could, if

we were that callous, we could say, "Well, we should worry, we got
what we wanted, and we won't go to Washington and spend out efforts
on trying to improve this bill."

Senator MALONE. You know what it sounds like to me? You just
want to be sure that you will not be brought up again and left without
that national defense thing. That is what is sounds like to me.

Mr. CARMODY. Well, I can see that point of view, too.
Senator MALONE. Go ahead and read your statement.
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Mr. CARMODY. Such a clause was not in the law when the President,
we assume, went looking for it last summer at the time he became con-
vinced that our industry, the domestic horological industry, simply
had to be saved from strangulation from abroad.

Senator MALONE. Well, now, don't you think that in this law, if you
have ever read it, when it says that he can consider the national good,
that that would allow him to consider that factor?

Mr. CARMODY. Yes.
Senator MALONE. Well, then, why are you so insistent that he name

all the factors? Maybe there may be 500 factors in this national good
and in the overall political and international political situation. Why
aren't you insistent that he name some of the other factors?

You know, if this economy of ours breaks down through too many
imports, it could be that you wouldn't be in as good position as you
are now, that you wouldn't sell too many of these watches.

Mr. CARMODY. True. We are not asking that he lists reasons. We
merely ask that the act specify and enumerate.

Senator MALONE. The reason that saved you. that is what you want
mentioned.

Mr. CARMODY. It is because we learned something in the course of
our proceedings.

Senator MALONE. Now you say "learned."
Mr. CARMODY. And because, sir, also we can see that someone else-

let us pick, for instance, the optical companies which are certainly an
essential industry-they might come up for their day in court. They
might not have the overwhelming facts to support them on injury that
we have.

Senator MALONE. I think they will have plenty of facts as soon as
Japan gets into operation.

Mr. CARMODY. I think that is unfortunately correct. But then we
envisioned some other industry essential to the national defense might
not have our good case and might fail of getting relief and being able
to survive, when it was essential to the national defense, because this
particular language wasn't there.

Senator MALONE. You are down here for that purpose?
Mr. CARMODY. Well, that is certainly our main argument.
Senator MALONE. Go right ahead with your statement.
Mr. CARMODY. I may be repeating some of this, because I am not

sure of the point where I left off before.
Senator MALONE. That's all right. You just go right ahead. You

have plenty of time.
Mr. CARM3ODY. Fortunately, the facts in our crisis were so spec-

tacular that there was ample authority for the President to act under
the serious-injury section of the law without reference to the national
security or without formal reference to it.

Senator MALONE. Ie did refer to the national security, didn't he?
Mr. CARMODY. Yes.
Senator MALONE. Then it was one of the factors in the overall

national good?
Mr. CARMODY. Yes, that is technically correct, sir. I can't say

otherwise.
But suppose there had been some question as to the seriousness of

the injury we had sustained, or suppose that some other industry
with the highest priority as to the national security shall, in the
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future, be a borderline case as to injury from foreign competition,
What will the President, whoever he may be, do to save the skills
of that, indust ry for the country's security at that time.

Language not only allowing, but directing, the appropriate admin-
istrative agencies and the President to look carefully to the country's
security needs in the course of making peril-point and escape-clause
decisions will not only be needed by them in time of need, but will
put the other nations of the world on notice that we, as they all do
without exception, will look carefully to our national security at the
same time we are looking to the expansion of world markets.

That is the extent of my comments on our position, Mr. Chairman.
We have submitted a statement here to you.

Senator MALONE. Go ahead anld read it.
Mr. CARMODY. You want me to read it?
Senator MALONF. Sure, you've got plenty of time.
Mr. CARMODY. I am not requesting it, but if you wish, I shall.
Senator MALONE. You brought it here, didn't you?
Mr. CARMODY. We brought it here for filing purposes.
Senator MALONE. Go ahead and read it.
Mr. CARMODV. Members of ('lock and Watch Manufacturers Asso-

ciation of America, Inc., are vitally concerned with the trade-agree-
ments legislation which you are here considering. These manufac-
turers produce all of the pin-lever watches manufactured in this
country and most of the clocks and timing devices. As the committee
knows, at the conclusion of an exhaustive investigation by the Tariff
Commission, President Eisenhower last July withdrew certain tariff
concessions on imported watches. The Tariff Commission concluded
on the basis of the evidence presented in an escape-clause proceeding,
that the domestic inllstry had, in the language of the statute, "suf-
fered serious injury" from iml)orted competitive products. The
President, after due consideration, acted to implement the recom-
mendations of the Tariff Commission.

Furthermore, tariffs on clocks were reduced the maximum 50 per-
cent in 1951 as part of the Torquay negotiations under the General
Agreement on Tariffs and Trade. The effect of this action on the
domestic clock industry has been devastating. Imports of clocks have
increased at an accelerating rate each year since 1951; in 1952 clock
imports were 45 percentt greater than in 1951; in 1953 the volume was
62.5 percent greater than in 1952; and in 1954 clock imports were
98.6 percent above 1953. It is apparent to the domestic clock industry
that it is entering a critical period of its existence and that imports
of clocks which now threaten serious injury to the industry may soon
overwhelm and destroy it.

Senator MALONE. Now, I understand you to say that the Torquay
negotiations under the General Agreement on Tariffs and Trade really
negotiated this tariff reduction.

Mr. CARMODY. On clocks.
Senator MALONE. Yes. Well, now do you understand if Congress

doesn't pass anything, just allows this to expire at midnight on June
12, then the Geneva General Agreement on Tariffs and Trade Organi-
zation is no longer effective and has nothing to do with it from there
on? They can't continue to negotiate.

Mr. CARMODY. Yes, I am aware of that.
Senator MALONE. Well, now wouldn't you like that?
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Mr. CARMODY. Well, I must again refer to the meeting of the execu-
tive committee of this association, and it was their considered feeling
that the President deserved support in his very fervent belief that
this was necessary for the welfare of the country and the world.

Senator MALONE. Well, do you understand that all of these agree-
ments already made remain in full force and effect until he himself
would cancel them, providing there is no extension of the act?

Mr. CARMODY. Yes, that I am aware of too; yes, sir.
Senator MALONE. But the State Department could not then make

further agreements or join these trick organizations. Maybe you
haven't seen anything yet. The Assembly of the U. N. has passed a
resolution creating another world trade organization. Are you aware
of that fact?

Mr. CARMODY. I certainly am as of the end of today. I knew it
before also.

Senator MALONE. I would advise you to look into it and see just
what they might do to you, because if we are bound by it, because we
have signed the Charter of the United Nations, then you have an
added worry. But all of these trick organizations fall on their face
if the negotiations for determination of changes in the flexible tariff
revert to the Tariff Commission, an agent of Congress, on a basis of
fair and reasonable competition. You understand that.

Mr. CARMODY. Yes, I do understand that.
Senator MALONE. Now, then, if at any time, the President himself

should see fit to cancel one of these agreements by Executive order,
by notifying the country with which such agreements have been made,
then those tariffs covered by that agreement revert to the Tariff Com-
mission, to be adjusted on a basis of fair and reasonable competition.

Mr. CARMODY. Yes, sir.
Senator MALONE. Well, then, what harm could be done, unless they

do have in mind further concessions either on your industry or others,
by allowing these great world organizations comprised of 50 or 60
nations to collapse of their own weight, or take their own markets
and divide them any way they see fit, but without our markets in the
pot? What harm could be done by not extending this act and just not
putting our markets in the pot ?

Mr. CARMODY. Might there not be international havoc in the eco-
nomic field?

Senator MALONE. Well, I would like for you to describe some of the
havoc you might expect if we don't divide the markets of this Nation
with them.

Mr. CARMODY. If they don't have the hope of our markets, where
do they turn?

Senator MALONE. Well, if they don't have the hope of getting the
clock market some time and they don't have the hope of getting the
mineral market, they don't have the hope of getting the crockery
market-they already have the crockery market, and the glassware
market, they are getting the machine tool market, and they are slowly
gaining on the textiles market-you mean if they don't have the con-
tinued hope that they can get more and more of our markets-

Mr. CARMODY. A reasonable share, only a reasonable share.
Senator MALONE. What do you call a reasonable share of our markets

that we built up over a period of a hundred years?
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Mr. CARMODY. Well, I would certainly say the maximum outside that
it should be would be 50 percent at tops.

Senator MALONE. Fifty percent of our market?
Mr. CARMODY. Yes.
Senator MALONE. What do you think you would get if they had 50

percent of your market ?
Mr. CARMODY. If they had 50 percent of our markets we would be in

heaven. They have far beyond that. They have 72 percent of our
market, sir. We would be delighted to have it cut back to 50.

Senator MALONE. Well, I think you are a very charitable person.
But if they take 50 percent of any market that is already running at a
reasonable profit, doesn't that ordinarily destroy a business?

Mr. CARMODY. I think it is a fair ceiling to establish it that high,
that 50 percent could destroy a good many businesses.

Senator MALONE. Wouldn't it destroy most of them, as a matter of
fact?

Mr. CARMODY. Well, I would not have it apply where destruction
was the result. I would have that 50 percent reduced to whatever
figure was necessary to keep the domestic industry healthy.

Senator MALONE. You know that 50 or 60 percent of our products
don't have any tariff at all?

Mr. CARMODY. Yes.
Senator MALONE. Well, that is because we in most cases do not pro-

duce that particular product on a commercial scale, or that it is already
in and meshed with the economy. But where we do have duties we
have them only where it is necessary because of the difference in the
wage scale and the difference in the taxes we pay and the difference
in the cost of doing business with any chief competitive country. So
you think if they didn't take more than 50 percent of the markets of
any of these industries that it would be a fair share for them to
expect?

Mr. CARMODY. I said that would be the maximum that I think under
any circumstances should be allowed to be preempted by foreign com-
petition where the labor rates are in such great disparity. That is the
maximum.

I am not advocating and I would hesitate to see it in the case of
many industries because I think it would be far too high and far too
dangerous.

Senator MALONE. But you do think that we ought to leave the prin-
ciple which we have already established of fair and reasonable com-
petition, and have no principle guiding the executive at all, just his
judgment as to the good of the economy and of the international po-
litical situation, or any of these factors; that we should permit him to
go ahead and make these trade agreements by extending this act 3
years with an added 5-percent reduction each year for 3 years, and
give these countries the expectancy of 50 percent of our market as a
maximum?

Mr. CARMODY. It appears in the opinion of many able and honest
and patriotic people that that power is necessary in order to prevent
chaos or a turning of the rest of the free world toward communism.
I suppose that is the basis of it and we respect that as far as the
present Chief Executive goes.

Senator MALONE. And you think then because we have built up
with our own money their capacity to produce, that we now nust buy
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those products to keep them from going to Communist countries?
Mr. CARMIODY. It is full of burrs and it is full of contradictions,

I can see them, yes, sir. I see the contradictions.
Senator MALONE. The thing that amazes me is that a man repre-

senting labor and industry could testify as you are doing. That is
amazing to me. That is the reason I am continuing this. I want
to get your full thoughts in the record.

Go ahead with your statement.
Mr. CARMNODY. It is neither necessary nor appropriate to develop

these matters in detail before this committee. They are mentioned
solely to make clear the keen interest and deep concern that this
industry has in United States foreign economic trade policy.

WTe do not oppose reasonable means undertaken to achieve in-
creased trade and this, the ultimate goal of increased prosperity and
security for this country, and thus we do not oppose the principle
of increasing trade through the medium of negotiations between
nations. We do not, then, oppose the spirit of H. R. 1.

Senator MALONE. Now, what is the ultimate goal of increased pros-
perity and security for this country in disposing of, say, up to 50
percent of our markets?

Mr. CARMODY. The goal in allowing that to happen?
Senator MALONE. Yes.
Mr. CARMODY. The goal I suppose would be to sustain the economies

of our allies and keel) them from flopping over into the enemy camp
by economic force.

Senator MALONE. That is what they threaten us with, isn't it?
Are you aware of the fact that they are all trading with the Commu-
nist countries now?

Mr. CARMODY. I believe there is a fairly flourishing trade with the
Communist countries at the present time, yes, sir.

Senator MALONE. Are you aware that it is really flourishing, that
they are increasing it and say so openly, that they are going to in-
crease it, and that in 1949, as a matter of fact, I put in the Congres-
sional Record a list of 96 trade treaties of Marshall plan countries
trading with Communist Russia and Iron Curtain countries: tool
steel, ball bearings, engines, truck, and 101 products of every descrip-
tion. Were you aware of that situation?

Mr. CARMODY. Not in that detail. I was aware of the trade that
existed but not in that detail.

Senator MALONE. They are continually increasing it. They have
never decreased it. And now you wish to give them 50 percent of our
market in addition to the markets in Russia and Iron Curtain countries
and China.

Now, the mouths of our own businessmen are beginning to water
to get part of this trade in China. There are many who believe that
we are headed for the recognition of Communist China and leave
Nationalist China and have two Chinas. The precedent is set for
that. We have two Indias, there are two Gernianys, two Koreas,
two Indochinas. Why not two Chinas?

Now, many believe that is exactly what is going to happen. We
have announced that we are not going to let Chiang Kai-shek ever
land on the mainland, so we are protecting him to that extent. How
fa r can you go in this business?

Mr. CARMODY. I wish I knew.
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Senator \LALONE. Well, you are going a long way when you say
give them half of our market and all of the other inarkets and build
their plants with American taxpayers' money to furnish it.

Mr. CA10MODY. Well, that need not iie the res-dilt of our position here
today. I think that is certainly not what we are airing at or want.

Senator N f,\I,(N:. )Oi1 have already said that you didn't ulerstand
what it was about, s ) go ahead with y our statement.

Mr. CAicMoIY. We do oppse-and most strongly-the unrealistic
school of thinking which urges upon you the theory or myth that
free trade itself is the final answer to all of our foreign-trade prob-

lenis. We believe that increased foreign trade is nierely a tool which
may be used in reaching greater security and prosperity. Thus, the
power granted the Executive in I. R. 1 to reduce i iited States
tariffs should be accomlpanied by the power to make use of other
methods to encourage cooperation ill this mutual endeavor by our
trading partners abroad. Finally, since the tariff-cutting power is
only a device, it should carry with it certain limitations so the entire
world may understand clearly the intent of Conugress in shaping our
foreign economic policy. We (10 not intend to imly that the P'resi-
dent, will misuse the powers granted him, for we are satisfied that he
will not. We believe, however, that the failure to spell out congres-
sional intent in our trade legislation seriously impedes this country in
its negotiations with other countries.

As a specific example, we cite the abuse which has been so gener-
ously heaped upon us as a result of President Eisenhower's decision
in the watch case withdrawing certain but not all of the tariff con-
cessions previously negotiated. There can be no doubt that had Con-
gress been forthright in declaring its foreign economic policy, these
attacks could have been avoided and more importantly, our Nation
would not have found itself on the defensive with foreign countries
who themselves have adopted the same policies for which we are so
severely criticized.

Senator MALONE. I think your statement there touches a very deli-
cate subject, that these other nations go to every means to prevent
imports of goods that they produce . You are aware of that fact, I
suppose?

Mr. CAR-MODY. Yes, sir.
Senator MALONE. Now what is this tariff that was restored to you ?

What was the original tariff and how much was it cut and how much
was it restored ? Do you have any record here in your statement

Mr. CARMODY. No, sir.
Senator MALONE. Don't you think that is important ?
Mr. CARMODY. I can furnish that.
Senator MALONE. Don't you know what the tariff was before it was

cut
Mr. CARMODY. It was generally a 50 percent clause, a withdrawal of

50 ercent-0enator MALONE. How much was the tariff before the agreement ?

Mr. CARMODY. Well, there are long lists, sir.
Senator MALONE. Do you have any?
Mr. CARMODY. I do have some figures if you want me to get them.

I think I have them with me, I am not certain. No, I do not have
them with me. I can furnish them.

59884-55-pt. 1-28
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Senator MALONE. How soon can you furnish them to the reporter?
Mr. CARMODY. I can furnish them to the reporter tomorrow. We

can have counsel furnish them tomorrow. I had hoped to be leaving
here tonight, but counsel will furnish them to the reporter tomorrow.

Senator MALONE. Will that be in time for them to be included in
this record when it is printed?

Mr. CARMODY. Yes; I am sure we can do that.
Senator MALONE. Furnish us the duties, the complete list as they

were in 1934, and just how they were affected under the Trade Agree-
ments Act. Now, what nation was the Trade Agreements Act made
with?

Mr. CARMODY. The Swiss, Switzerland.
Senator MALONE. Well, then, what date?
Mr. CARMODY. 1936.
Senator MALONE. Tell us then, give us the list in the same table

showing just how they were cut on that particular occasion by that
trade agreement. Now, is that the only trade agreement?

Mr. CARMODY. That is the only trade agreement that has any bear-
ing on what we are talking about here.

Senator MALONE. They have never been changed since, any of the
tariffs in your business?

Mr. CARMODY. Since 1936?
Senator MALONE. Yes; that is what I asked you.
Mr. CARMODY. Yes; there were concessions made at that time, and

your question is whether or not there have been any changes since
the original concessions were made?

Senator MALONE. Until this restoration.
Mr. CARMODY. NO; I believe there were no changes.
Senator MALONE. Well, then, you give us in the table just what the

tariffs were before the trade agreement, just what the trade agreements
included, and give us then the list of concessions or restorations under
this order, and that can all be in one table just opposite each other.
Now, will you do that by tomorrow?

Mr. CARMODY. I will make every human effort to have it furnished
to you by tomorrow. I think it is all available and in such form that
it can be gotten here tomorrow. If it can humanly be done, it will
be done. If not, it will be done at the earliest possible moment.

Senator MALONE. I want it to appear in this record.
Mr. CARMODY. Yes, sir.
(The information above referred to is as follows:)

SUPPLEMENT TO TESTIMONY OF EDWARD T. CARMODY ON BEHALF OF CLOCK
MANUFACTURERS AsSOCIATION OF AMERICA, INC.

The following information is submitted pursuant to Senator Malone's request
in the course of Mr. Carmody's testimony on March 7, 1955, before the Senate
Finance Committee:
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1. Comparison of rates of duty on watch movements under (a) the Tariff Act
of 1930, (b) 1936 trade agreements with Switzerland, and (c) President
Eisenhower's proclamation of July 27, 1954,

1930 Tariff 1936 Swiss Present rate
Act rate areement as increased

I ate in 1954

(1) Having more than 1 and not more than 17 jewels:
Over 1.5 inches w ide --------------------------------- $1.25 $0 90 $1.25
Over 1.2 but not over 1.5 inches wide 1.40 .90 1.35
Over 1 but not over 1.2 inches wide ------------------- 1.55 .90 1.35
Over 0 9 but not over 1-inch wide --------------------- 1.75 1.20 1.75
Over 0.8 but not over 0.9 inch wide .... 2.00 1 35 2.00
Over 0.6 but not over 0.8 inch wide ----------------. - 2. 25 1.35 2. 02A
0.6 inch or less wide ----------------------------- - - --. 2 50 1.80 2. 50

(2) Having no jewels or only I jewel:
O ver 0.5 inch w ide ... ................................. 75 .75 .75
Over 1.2 but not over 1.5 inches wide .84 .75 .84
Over 1 but not over 1.2 inches wide .. - .93 .75 .93
Over 0.9 but not over 1-inch wide -- ------------------ 1.05 .75 1.05
Over 0.8 but not over 0.9 inch wide ------------------- 1.20 .75 1. 12t
Over 0.6 but not over 0.8 inch wide --- 1 35 .75 1. 12
0.6 inch or less w ide ----------------------------------- 1.50 .90 1.35

(3) Any of the foregoing having no more than 7 jewels shall be
subject to an additional duty (for each jewel in excess of
7) of. 15 .09 .13

(4) Any of the foregoing shall be subjet for each adjustment
of whatever kind (treating adjustment to temperature
as 2 adjustments) in accordance with the marking as
provided for in subpar. (b) of par. 367, Tariff Act of 1930,
to an additional duty (each) of ................. 1.00 .50 .50

(5) Any of the foregoing, if constructed or designed to operate
for a period in excess of 47 hours without rewinding, or if
self-winding, or if a self-winding device may be incorpo-
rated therein, shall be subject to an additional duty
(each) of -------------------------------- 1.00 .50 .75

2. Defense essentiality as a basis for the decision of the President in the escape
clause proceeding affecting watches

No reference to defense essentiality was contained in the proclamation by the
President dated July 27, 1954, implementing the Tariff Commission's recom-
mendations that the 1936 concessions be modified, and that the 1936 rates be
increased by 50 percent but not above the 1930 rates.

The White House press release indicated that the President's decision was
based on the finding of serious injury to the industry, and that maintenance of
the industry for industrial mobilization was only a corollary effect. The press
release said, in these connections:

"The United States Tariff Commission, in a report transmitted to the President
on May 28, 1954, found that watches are being imported in such increased quan-
tities as to cause serious injury to the American watch-manufacturing industry.
The Commission recommended that in order to remedy this serious injury to
the domestic industry, rates of duty upon certain types of watches should be
increased. These findings and recommendations formed the basis for the action
announced by the President today.

"The President's action will have an important collateral effect in contributing
to the maintenance of a satisfactory industrial mobilization base for the domestic

production of watch movements and other precision devices necessary for
national defense.

"Ap interdepartmental committee on the jeweled-watch industry has recently
reported to the Director of the Office of Defense Mobilization that preservation
of the unique skills of this industry is essential to the national security."

It was understood at the time of the President's consideration of his decision
that certain interested departments challenged the propriety of making the

decision on a basis of defense essentiality. This may have been the reason
why this ground was omitted in the proclamation and was not cited as a con-

trolling reason in the White House press release. Clock Manufacturers Asso-

ciation's position in proposing its amendment to H. R. 1 is that all doubt should

be removed as to the propriety of basing an escape clause decision on defense
essentiality.
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3. Tariff concessions on other products of the clock and pin-lever watch industry

Pursuant to the agreement negotiated at Torquay in 1951, rates of duty were
reduced by 50 percent, the maximum permissible, on clocks (par. 368, Tariff Act
of 1930). Watches were not invo lived in this negotiation. Since 11 51 the volume
of imports of clocks has increased by more than 36 percent.

)4. Other products of the industry now wonder consideration for tarriff redluctions

Under the notice issued February 21, 1955, by the United States Tariff Com-
mission with reference to its investit-ation No. 3, entitled "Proposed Trade
Agreement Negotliiions With Switzerland," it is proposed to consider clock-
work mechanisms and other timing devices, including substantially all other
products of the clock and pin-lever watch industry except those as to which
tariff reductions have already been put into effect. On the same date, February
21, 1955, the Interdepartmental Trade Agreement Organization published a notice
of intention to negotiate with Switzerland with respect to the same items.

Senator MALONE. All right, go ahead.
Mr. CARMODY. We are primarily concerned that H. R. 1 does not

provide a. criterion which would penmit consideration of national
security in connection with escape-clause proceedings or the neootia-
tion of trade agreements. The horological industry is pecuTiarly
qualified to manufacture a wide range of devices and mechanisms ab-
solutely essential to national defense. We are proud of this com-
petence which is the result of teamwork and nany luany years of
training and developing of skills.

Senator MALONE. Now you know that the President did consider
national defense, even though he was not forced to consider it then.
You understand that ?

Mr. CARMuODY. XWe understand that he is not forced to. I[e Can pick
and choose what lie will consider.

Senator MALONE. In other words, lie could say that there are other
skills that can be diverted into this line if lie wants to say that, and
perhaps there might be.

Mr. CARMODY. Yes, sir.
Senator MALONE. And in any case, he can consider it at this time

without any change in the act. He actually did consider it, without
any specification in the act, and he is not forced to do it if you put it
in the act.

Mr. CARMODY. Yes, but we consider it to be better in than out.
Senator MALONE. For you. Go ahead.
'r1". CARMODY. Not for us, no, sir. We do not accept that inter-

pretation.
Senator MALONE. It is so obvious that it hardly bears argument.

Go ahead.
Mrl'. CARMODY. 'We have some feelings for others than ourselves and

for the national welfare, as we see it.
Senator MALONE. Well, if you do have this feeling, there is a way

you can really take care of this industry, and that is by just letting
the act expire.

Then there is nobody hurt. We have the national defense taken
care of and the foreign countries are not given access to our markets
when we have no access to theirs. And, of course, you know that that
has been about the effect of the agreements.

Mr. CARMODY. That is unfortunately too frequently true.
Senator MALONE. Why, of course. So it is a one-way street.
Mr. CARMODY. Yes, it is a one-way street, and it is a very difficult

field of decision, and honest men can differ in the way it should be
handled.



TRADE AGREEMENTS EXTENSION

Senator MALONE. All right, honest men do differ. But 1 am asking
you the reason, the basic reason, why you think it ought to be trans-

ferred from a definite principle where you know you are going to be
protected if you have an industry that you can operate with that dif-
ferential of cost. Why do you want this act extended and leave it in
the hands of the State Department, or the Executive if you want to
be technical about it, where all of these extraneous organizations can
spring up and set these tariffs without even your knowledge and
make you a party to them? That is what they have been doing, isn't
it, in the General Agreement on Tariffs and Trade?

Mr. CARxMODY. Well, that is it. That is to a large extent it.
Senator MALONE. Well, they are still in session and waiting until

they get, the result here.
Mr. CARMODY. Yes.
Senator MALONE. And if we are to extend it 3 years, they are really

in business, aren't they?
Mr. CARMODY. Yes.
Senator MALONE. But if it is not extended, they are not in business,

are they ?
Mr. CARMODY. No, they are not in business on GATT as far as we are

concerned.
Senator MALONE. And it goes back to the principle laid down by

Congress to its agent, the Tariff omissiono, and then the President
may at, any time make a decision to cancel any of the trade agree-
ments-that would be up to him entirely-everything is back on the
principle of fair and reasonable competition, and you are in business.
You don't, have to ask anybody about it.

And when you think you are bribing these nations to be loyal to
the United States of America by giving them half of our markets,
I think that really is the height of something or other. After watch-
ing this go on for 20 years, 2 wars since this act was passed, and an-
other war in )reparation, it, doesn't look like it is bringing peace very
fast, does it?

Mr. CARMOD ). No; but it, may have saved chaos ere now.
Senator MALONE. Well, we might have had 4 wars in 20 years in-

stead of 2. That could have happened. But that is a pretty good
average to have 1 every 10 years.

Mr. CARMODY. Well, this is a matter of degree. It seems from where
we sit now that the help immediately after the war was pretty neces-
sary for countries like France and Italy.

Senator MALONE. What do you think they will do now or at any time
in the future when you quit, after having built them up with all these
markets and all this material and money? 'here do you think they
are going? You are then really blackmailed. Not a one of them
can live that lost their colonies.

We are on record, of course, as trying to protect them in keeping
their colonies, but even we can't do that. So where do we think
France and England are going when they lose their colonies? You
know Spain was a great nation at one time. It would do you a lot
of good to study that situation down to the bedrock.

Where are you going in 10 or 15 years from now with these nations
on your payroll just like the State Department? Where are you
going to stop it?
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Mr. CARMODY. Well, I suppose you play by ear as you go along and
do the best you can.

Senator MALONE. That is what we have been doing for 22 years.
Don't you think it would be a good idea to tune the instrument a little?

Mr. CARMODY. That is what we are advocating, that some tuning
be done; yes.

Senator MALONE. Well, go ahead if you think that business that
you are advocating is tuning.

Mr. CARMODY. This is not the forum in which to debate the validity
of our industry's essentiality. It is, however, appropriate that this
committee recognize the existence of certain indispensable industries
and skills in its consideration of our foreign economic policy.

Senator MALONE. Who is going to determine whose industry is nec-
essary? Leave that to the President or leave it to the Congress, leave
it to the Tariff Commission? Who is going to do that?

Mr. CARMODY. The Tariff Commission is not out of this picture, sir.
The Tariff Commission still is the agency of Congress and makes its
exhaustive findings and does present them to Congress and the Presi-
dent.

Senator MALONE. And then froze them in the Potomac River. They
have no more authority than you have.

Mr. CARMODY. They have no authority, no. They are factfinding.
Did they ever have authority?

Senator MALONE. Yes, under the 1930 Tariff Act that is what they
did have. They were an agent of Congress and they set the flexible
tariff on a basis of fair and reasonable competition, the difference in
costs.

Mr. CARMODY. Subject to the Congress' approval of their doing so.
Senator MALONE. No; there was no such approval. They recom-

mended it to the President and it was never turned down under the
Tariff Act.

Of course Congress could at any time they wished take up any
article, as they did with sugar, and have a sole investigation on one or
more products.

But they gave it to the Tariff Commission purposely on a basis of
principle, laid down the principle of fair and reasonable competition,
difference in cost, under which they were to operate, giving the Ameri-
can producers equal access to their own markets, just like they created
the Interstate Commerce Commission and told them to determine
these freight rates on the basis of reasonable return on their invest-
ment. Many factors entered into that.

I held many hearings with the Interstate Commerce Commission.
I was a member of the State commission for 81/2 years. Original
cost, replactment cost, amortization cost, interest were all considered.

But when you finally determine the value of a railroad or a power
company or whatever it is, intrastate for the State commissions or
interstate for the ICC, then you determine what reasonable return
they should receive on the basis of the kind of service they are render-
ing, and that was subject to a court appeal. But the principle laid
down by Congress was a reasonable return on investment. You know
that, don't you?

Mr. CARMODY. Yes.
Senator MALONE. Well, the principle laid down to their other agent,

the Tariff Commission, was the basis of what?
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It was a basis of fair and reasonable competition, and they are
operating under a principle, not an idea of an individual the Tariff
Commission can't even penetrate. If a committee of Congress thinks
that they are not carrying out that principle, they have them up here
to inquire about it, the same as they can and do with the Interstate
Commerce Commission.

But on what basis could they have them up here now? There is
no principle laid down.

Mr. CARMODY. They are still Congress' agents.
Senator MALONE. Well, Congress' agents without authority at all.
Mr. CARMODY. Why did it take until 1955 before somebody began to

test the constitutionality of this transitional or this flopping-over
procedure? I wonder why.

Senator MALONE. Well, I don't know. I tried to stop it on the
Senate floor. I tried for 8 years.

During the last several years I have tried to get a case filed. It is
filed now to let the courts determine its constitutionality, but even if it
is constitutional, it is not the thin - to do.

That would be evident to any )ody who contemplated investing in
any industry because you have a State Department (or an Executive,
if you have to be technical about it) that can destroy the industry
if it is dependent upon a duty based on a difference in cost. They
can destroy it any time they want to.

That way you can't get new money in a business. All you can do
is get, some money to try to save what you have invested.

Go ahead.
Mr. CAR2 ODY. It is necessary that Congress recognize, legislatively,

importance to the national security as a proper criterion to be weighed,
both in trade-agreement negotiations and in escape-clause proceedings.

Senator MALONE. Would you go for an amendment that would have
Congress put in the act that they consider the importance of the eco-
nomic structure of the Nation-that they consider the economic struc-
ture of a neighborhood or a county or a State?

Mr. CAW'IODY. I think that would be helpful- yes, sir.
Senator M ,LONE. Would you advocate that we include that part

of it? In other words, we could destroy your neighborhood wherever
your industry is located; we could destroy that part of New Jersey
that was described this afternoon.

Would you say that Congress should put into this law the consider-
ation of the economic structure of it-the county, the State, or the
Nation-in deciding on what industries we are going to destroy and
what industries we are going to build up?

Mr. CARMODY. I was thinking of it only on the positive side as it
being a protective measure. I wasn't thinking of it from the destruc-
tive side as to what can be destroyed.

Senator MALONE. I know that, but you want that in the law. Why
not put that in the law, then, so you can't destroy the economy of the
Nation?

Mr. CARMODY. Well, that is fine with us. I mean I think that is
a perfectly reasonable thing.

Senator MALONE. Do you think that would be just as reasonable
as including the national defense?

Mr. CARMODY. Yes.
Senator MALONE. All right, go ahead.
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Mr. CARUODY. I should think so.
No one has ever seriously challenged this and we do not believe it

can be. In fact, the Trade Agreements Extension Act of 1954 was
amended to provide that duties not be reduced by the President if
he found that such reduction would threaten domestic production
needed for projected national-defense requirements. This is an excel-
lent measure. It should be extended to apply to the modification or
withdrawal of trade-agreement concessions in an escape-clause pro-
ceeding.

On Friday, March 4, 1955, a full-page advertisement appeared in
the Journal of Commerce sponsored by a group calling itself the Coin-
inittee of Foreign Trade Education, which I believe was handed up to
this committee here today.

It asked, "Are claims of 'defense essentiality' swamping the Presi-
dent's tariff-reform program?" Until Congress establishes beyond
pera(l'Venture that essentiality to our national defense is a necessary
factor to be considered in our foreign-trade program, free-trade advo-
cates will continue to harass the President in his extraordinarily diffi-
cult task with perhaps tragic results to our defense potential.

We do not propose that all American industry be declared essential
to national defense. We do hold, however, that some industries and
skills are. By some means it is imperative that we retain these indus-
tries and skills.

To deny to the President power to use foreign trade flexibility as
a means of accomplishing this seems to us shortsighted. It is no
longer possible, in the face of the bitter attacks from abroad, to avoid
facing up to the question. No congressional policy will be taken to
mean a denial by Congress of the validity of affording protection to
essential industries by tariffs or any other means.

Senator MALONE. Well, now as a matter of fact, as already men-
tioned, he did consider the national defense, didn't he?

Mr. CARMIODY. Yes; I think the answer must be in a very restricted
sense, yes.

Senator MALONE. Well, all of the publicity was on the national-
defense basis.

Mr. CARMIODY. That was the press' interpretation of what he did,
and I think it was probably a very accurate interpretation.

Senator MALONE. Well, then if he could do it and he did do it, why
do you say that all this is necessary?

Mr. CARMODY. Because it is conspicuous by its absence at the present
time, and it is only by straining a point can you really spell out that
as one of the criterion.

Senator MALONE. I don't understand your straining at a point when
it is read into the act and it is in the first act that he can consider the
overall economy and the good of this Nation. Naturally, national
defense is one of the factors. There may be hundreds of factors, as
far as he wants to go.
Mr. CARMODY. Well, I suppose one learns from one's own experience.

That is certainly a factor here.
I mean one learns from what one has been through and one says at

least let's cure what we know to be deficient or wrong.
Senator MALONE. SO if you are going to take in all the factors, why

don't you make a list of these factors that might be included for the
overall good of the Nation, the economy of the Nation, and political
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and international situation? Why don't you make a list of these fac-
tors that we ought to include if you are going to start naming them?

Mr. CARMODY. Well, we can't cover the waterfront, sir.
Senator MALONE. Well, you covered your waterfront pretty good,

so if you are really interested in these other industries, it might be a
good idea to give it some thought.

Mr. CARMODY. Well, we shall.
Senator MALONE. All right, go ahead.
Mr. CARMODY. Secretary of Commerce Weeks, in his testimony be-

fore this committee last Wednesday, said that the administration will
soon propose legislation which will enable it to make a determination
of essentiality and to develop means of accomplishing its objectives of
retaining our defense potential.

We support this effort wholeheartedly. We believe, however, that
it is absolutely essential that as concomitant to that program, specific
acknowledgment must be made in H. R. 1 that foreign-trade adjust-
ments may be appropriate means by which this goal can be attained.

Specifically, we recommend that section 7 of the Trade Agreements
Extension Act of 1951 be amended by changing the period at the end
of the first sentence of subsection (c) to a semicolon and adding
thereto the following:
and, if the President finds that such domestic industry is essential to the
national defense, he may make such ad.uti cents in the rates of duty, impose
such quotas, or nake such other ,nodilications as are found and reported by the
Commission, as he shall determine to be necessary to maintain at adequate levels
the capacity of such domestic industry to produce for national defense.

This amendment, we feel, is in keeping with congressional intent
and would not conflict in any respect with the policy of Congress as
already expressed in the act. in addition to the specific provision in
the 1954 extension act to which reference has been made, the peril
point section of the 1951 extension act authorizes the President, before
concluding any trade agreement, to "seek information and advice
with respect to such agreement from the Departments of State, Agri-
culture, Commerce, and Defense, and from such other sources as he
may deem appropriate."

Senator MALONE. What does lie do with those recommendations or
what may lie do?

Mr. CARMODY. He may, I suppose, since there is nothing written to
the contrary, discard them. I am assuming lie will not. I am assum-
ing that he is as conscientious in his discharge of his duties as all of
us try to be in the discharge of our own.

Senator MALONE. Well, that is wonderful, but I am trying to get
this record complete. If you are going to start naming the factors,
wouldn't it be a good idea to say that he shall consider this advice
and shall act on it if it is conclusive?

Mr. CARMIODY. I am afraid, Mr. Chairman, that that would be an
overlapping, would it not, of the legislative into the executive sphere
when the legislative directs the executive in what it shall do?

Senator MALONE. Well, you are getting very finicky about that
right at the last. What do you think of the last? What do you think
it is when you amend the Constitution of the United States by a
simple act of Congress?

Mr. CARMODY. That is pretty close to-
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Senator MALONE. You think that might be pretty close to it?
Mr. CARMODY. Yes.
Senator MALONE. Go ahead.
Mr. CARMODY. We therefore recommend for your consideration the

above proposed amendment which will provide for specific recogni-
tion of the requirements of national defense as bearing on the admin-
istration of the trade agreements program.

Finally, we would like to refer briefly to the bill introduced in the
Senate of the United States entitled H. R. 1 amendments (in the na-
ture of a substitute) on February 25, 1955. This bill, among other
things, provides in section 7 (d) 11 specific criteria to be considered
by the Tariff Commission in escape-clause proceedings.

Without referring in detail to these criteria, we urge that the com-
mittee consider amending H. R. 1 so as to provide for specific con-
siderations in escape-clause proceedings.

Senator MALONE. Wait just a minute. You are skipping a little
here. Vhat do you mean by "provide for specific considerations in
escape-clause proceedings" .

Mr. CARMODY. Well, in the Watkins amendment, so-called, there
were 11 specific criteria spelled out.

Senator MALONE. What does he do with them after you spell them
out? What must he do with them?

Mr. CARAODY. I suppose they would have no more teeth in them
than the present ones that he can ignore if he wishes.

Senator MALONE. In other words, he can already under the broad
implications consider them just like he can national defense or he
c: discard them if he doesn't think they are important, is that right?

Mr. CARMUDY. I think the answer must be "yes" to that.
Senator MALONE. Go ahead.
Mr. CARMNODY. Such in amendment would be extremely helpful

both to domestic manufacturers and to importers.
Senator MALONE. How would they be helpful?
Mr. CARMODY. Well, they wouldn't be helpful if the administering

person were not a person of good faith and wished to ignore them.
Senator MALONE. Yes; but he can do it now. The broad implica-

tions of the act is he can consider all these things, I have not read it
entirely, but they are probably like your national defense setup. They
make good reading.

Mr. CARMODY. He can ignore them?
Senator MALONE. Pretty near everybody that is for this thing, is

trying to wet the public down with some kind of an amendment so
that they think, "Well, now we will be protected," when they will
be no more protected than they were before.

Mr. CARMODY. But by the same token I am not persuaded that the
Congress can direct the President to act within his own executive
sphere.

Senator MALONE. Well, of course they can't, and neither can he act
in our sphere. That is one of the contentions of this suit.

But assuming the thing has not been declared unconstitutional-
we hope and believe it will be-but until it is, you are trying to write
in more details that will go out under publicity as a great protection
for the public, whereas they actually furnish no protection at all
that you don't now have.
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That is obvious to you, isn't it, that if he wants to he can consider
every factor that you have mentioned under the already existing broad
implications; and if specifically mentioned, he doesn't need to con-
sider it. That is, he can refuse to consider any factor and his decision
is final, isn't it?

Mr. CARMODY. That is technically correct and true.
Senator MALONE. Then what are we talking about? Here we have

taken a couple of hours to come down to that decision that it amounts
to nothing.

Mr. CARMODY. But it is certainly an indication of the intention of
Congress.

Senator MALONE. Well, we know the intention of Congress. That
is to say, it is plenty broad in the whole implication. He can consider
any factor he wants to in the national good.

Mr. CARMODY. But we must assume that the Chief Executive will
read diligently and try to follow what Congress has laid down as
criteria.

Senator MALONE. Well, he did follow it in your case, didn't he, and
if he followed it in your case he certainly wouldn't deny it to anybody
else that he thought it belonged to or that it applied to, would he?
You believe in him more than that, don't you?

Mr. CARMODY. I believe in him more than that, and I hope I will
believe in any future President more than that. Heaven help us if
we don't.

Senator MALONE. Well, I can't go along with you on that, but I
helped elect this one, and I believe in his integrity. But I also believe
that you are loading something on him with which he should not be
loaded.

Nevertheless he is loaded with it. Now you take 2 hours here to
outline something that he has already considered. Ile showed you
he believed it by giving you relief. Now you come down here all
the way from New York, or is it Connecticut?

Mr. CARMODY. Connecticut, sir.
Senator MALONE. Well, I guess most people that live in Connecticut

have a business in New York, don't they, and it is a fine State to live in.
But you come down here and spend your own time, perhaps taking

all day and 2 hours of the committee's time to say that he has already
considered this in your case, you are entirely cognizant of it, and if
he considered it with you, naturally you believe lie would consider
it in any other case that it was applied to, and you come down here
and say you want this one little thing written in the bill.

Mr. CARMODY. That is correct, and we think if it is it could be of
extreme value under the circumstances.

Senator MALONE. And he would have the same authority that he
already has.

Mr. CARMODY. He has exactly the same authority to fail to live up
to any of his duties of office.

Senator MALONE. I think that is what is the matter with industry
in the United States today-that attitude-and they have had it for
21 years. Go ahead.

Mr. CARMODY. It would enable them to know with more particu-
larity exactly those factors considered by Congress as necessary to
constitute import injury.
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We in Clock & Watch Manufacturers Association of America, Inc.,
make these recommendations to this committee because we feel that
H. R. 1 as it is now before you does not accomplish the objectives
we all seek in our foreign-economic program.

Senator MALONE. With that most of us can agree. I think you can
go home knowing that there is unanimous agreement on that point.

As long, however, as it relies on an internationally minded State
Department to determine these injuries, I think to that extent you
are in danger all the way.

Mr. CARMODY. Security and prosperity in the world can be achieved
only through mutual strength. It would be foolhardy for the United
States to embark on a program to strengthen our free-world allies
while at the same time debilitating our own economy and defense
potential. The Congress has the ultimate responsibility for declaring
in unmistakable terms that we must and will maintain our strength
while we help others regain their feet.

We urge upon you this amendment to H. R. 1 in the interests of
a sound and balanced foreign-economic program. We hope that it
will be incorporated in the bill you recommend to the Senate.

Senator MALONE. Now just let's have one last understanding so
that everybody will know what you made a trip down here for.

You are for the extension of the act if you can get this national-
defense amendment in it?

Mr. CARMODY. Well, I suppose since the chairman is being tech-
nical, that I must be technical, too, and say that we are not opposing
it if that is included.

Senator MALONE. Are you opposing it if it is not included?
Mr. CARMODY. We specifically chose not to come down as a pro-

ponent of the bill.
Senator MALONE. Well, are you opposing it without this amend-

ment?
Mr. CARMODY. We are still saying we are not opposing it if this

amendment goes in.
Senator MALONE. What about it if it is not included?
Mr. CARMODY. If it is not included we are opposing it. We think

it should be included, and without it-
Senator MALONE. You are definitely opposed to the extension of

the act if this amendment is not included?
Mr. CARMODY. That is the position that our executive committee

took at its last meeting.
Senator MALONE. Is that the position that you are representing

now before this committee, that you are definitely opposed to the
extension of this act if this amendment is not included?

Mr. CARMODY. Yes, sir.
Senator MALONE. Thank you.
Mr. CARMODY. Thank you, sir.
Senator MALONE. This committee will adjourn until 10 tomorrow

morning.
(Whereupon, at 8: 05 p. in., the committee adjourned until Tuesday,

March 8, 1955, at 10 a. m.)
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TUESDAY, MARCH 8, 1955

UNITED STATES SENATE,
('OX[MITrEE OF FINANCE,

Washington, D. C.
The committee met, pursuant to recess, at 10 o'clock a. In., in room

312, Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, Barkley, Millikin, Martin, Williams,
Flanders, Malone, Carlson, and Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The meeting will come to order. The first witness

is Mr. Sam Lenher, president, Synthetic Organic Chemical Manu-
facturers Association.

Proceed in your own way, Mr. Lenher.

STATEMENT OF SAMUEL LENHER, PRESIDENT SYNTHETIC ORGANIC
CHEMICAL MANUFACTURERS ASSOCIATION, ACCOMPANIED BY
DONALD 0. LINCOLN, GENERAL COUNSEL, SYNTHETIC ORGANIC
CHEMICAL MANUFACTURERS ASSOCIATION

Mr. LENHER. I am Samuel Lenher, president of the Synthetic Or-
ganic Chemical Manufacturers Association.

We are not, here to oppose the type of foreign-trade program which
the President has described as gradual, moderate, selective, and recip-
rocal. We do not, think H. R. 1, in its present form, approaches that
kind of a. program. We also think there are serious problems in the
present trade-agreements program. H. R. 1 does not correct them.
By adding broad and vaguely defined new powers to Executive
authority, H. R. 1 would aggravate existing problems and create new
ones of even greater gravity.

We have recommendations for changes in the bill which should
correct these major deficiencies without sacrificing the basic objectives
of a moderate program. In broad outline our recommendations are
as follows:

1. Extend the Trade Agreements Act, if you will, but permit further
tariff reductions only within well-defined limits, such as up to 5 percent
a year for 2 or 3 years.

2. Improve the peril point and escape clause to prevent the products
and plants of our domestic industries from being driven out of exist-
ence a few at a time. Make those remedial procedures apply to pro-
ducers or segments of an industry producing the articles affected by
import, competition, rather than allowing the promised relief to
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domestic producers to wait on the event of an entire industry's serious
injury.

3. Of paramount importance, protect our Nation's security by
extending the peril point and escape clause to cover productive ca-
pacity determined by the Office of Defense Mobilization or its delegate
agencies to be part of the defense mobilization base.

4. Restore the control of Congress over tariff policy by requiring
the findings and recommendations of your own expert arm, the Tariff
Commission, to be followed unless Congress concurs in overruling
them.

5. Require the Executive to be selective in reducing tariffs, rather
than forbidding it as the bill would do, lest broad tariff categories em-
bracing hundreds or articles be cut across the board in the course
of intending actual concessions on a relatively few of the existing
products within broad "basket" provisions.

6. Strike out vaguely defined provisions unduly broad in scope,
such as the "negligible quantities" and "over 50 percent" provisions,
which lack adequate standards to guide the exercise of discretion in
their administration in a manner consistent with either the purposes
of the Trade Agreements Act or the tariff status of the affected articles.

We believe we have special justification for offering these recom-
mendations.

There is no industry in the United States today which is so com-
pletely the product of United States tariff policy as the synthetic
organic chemical industry. The Senate Finance Committee was deep-
ly concerned during the years 1916-22 with the search for a tariff
policy which could sustain the peacetime operations of the organic
chemical companies which has been built in such desperate haste to
meet defense needs in World War I. The chemical schedules of the
Tariff Acts of 1922 and 1930 were achieved after the most deliberate
study of the problems an American organic chemical industry would
face through the years in competing with the well -established foreign
chemical industry which included as members the mighty combines
of Farben in Germany, the big four in Switzerland, ICI in England,
and Montecantini in Italy.

The justification for that policy is as valid today as when it was
adopted by your predecessors on this committee. Our industry was
built, and its growth has been fostered through the years, because
this Nation, in common with every other major power in the world,
realized that a strong domestic organic chemical industry is indis-
pensable to national security.

Because of that policy World War II found our industry ready
for the tremendous war-production job involved in supplying ex-
plosives, dyes, and medicinals for the military, and the countless fin-
ished chemicals used by every basic industry in America as raw ma-
terials. Our synthetic rubbers, plastics, and fibers:-achieved be-
cause of the costly and painstaking research of the industry-solved
some of the most critical materials problems of the war.

Recent trends in the technology of war have, if anything, intensi-
fied the importance of our industry to defense production. Our indus-
try is spending $602 million for new plants and equipment to fill ex-
pansion goals determined to be necessary to give the country an ade-
quate mobilization base in organic chemicals.
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Today we are expected to maintain in a state of full readiness
mobilization capacity which we compute at 36 billion pounds of or-
ganic chemicals a year. Like other industries, we have found that
commercial requirements are insufficient to keep our expanded plants
operating at this level. We are some 7 billion pounds a year short
of the capacity needed for full mobilization.

Our industry's need for tariff assistance has not changed. Today
as in the past, we are not competitive with the foreign industry. For
very sound technical or economic reasons, "batch processing" with its
high unit labor costs remains the common denominator of the United
States and foreign industry. Labor costs one-fourth to one-sixth
ours, and construction costs only one-half those we pay for comparable
plant structures explains the foreign industry's advantage. A steady
decline in the share we supply of world trade in dyes and other organic
chemicals confirms this fact.

The tariff structure on which our industry is based has been steadily
undermined by frequent trade agreement duty reductions. Ninety of
the 116 organic chemical tariff items have been reduced, two-thirds of
them by 50 percent or more. The ad valorem equivalent of chemical
duties has been cut 51 percent, from 25.1 percent prior to trade agree-
ment concessions to 12.4 percent as of January 1, 1953. Due to the
war, its aftermath of reconstruction, and the preoccupation of the for-
eign industry in reabsorbing their home markets and the export mar-
kets of the world, no real opportunity has yet existed to observe the
effects on our domestic operations of the steady tariff reductions which
have been made in the rates in the chemical schedule.

Nevertheless, extensive sectors of our production are now bein-
exposed again to further reductions. In the negotiations for the
benefit of Japan it is proposed to grant duty reductions on groups
including nearly all our organic chemical intermediates, and on basket
provisions which protect the major new sectors of coal-tar finished
chemicals. The former are vital to defense production (our produc-
tion is about a billion pounds a year below mobilization needs for
intermediates), while the tariff on the latter is essential to the recovery
of research and development investment in our new products. In the
Swiss negotiations it is proposed unilaterally to cut the duty again
covering our entire dyestuff operations as "compensation" to Switzer-
land for the recent watch-tariff increase. In both negotiations, the
State Department is openly proceeding outside the scope of the author-
ity delegated by Congress in the Trade Agreements Act. In neither
negotiating are the proposed reductions being offered to secure recipro-
cal concessions to open up foreign markets for United States products.
In the Japanese case, reductions in our duties will be offered to third
countries to induce them to grant concessions to Japan. In the Swiss
case, the United States is asking nothing, and has agreed to "compen-
sate" Switzerland when there is neither authority nor a factual basis
for doing so.

We cannot remain silent about these recent abuses of trade agree-
ments authority. They affect us directly by exposing without legal
warrant our vital tariff position. They affect us all as citizens by
establishing precedents for the violation of policies clearly expressed
by the Congress in areas which the Constitution commits to its exclu-
sive care.
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We are not theorists. We come before you with an existing array
of plants and equipment, a dedication of our capital investment to a
given sector of industrial production which our Government encour-
aged to begin, to grow, and to expand under a tariff policy drawn to
that purpose. We know that this policy is sound. We have been
called upon in war to marshal the strength nurtured by that policy in
the Nation's defense. We cannot wish away the fact that our pro-
duction resources have been shaped by these tariff policies.

We believe that the extensive tariff reductions which have been
made in periods of abnormal economic circumstance have warped that
structure. In our judgment the additional reductions now improperly
proposed on dyes and intermediates, if consummated, will result in a
basic dislocation of plants and labor in those sectors of our industry.
Above all, we feel that the continued program of tariff reduction which
could be carried out under the new and broad authority of H. R. I
will complete the sacrifice in time of our existing production facilities
for synthetic organic chemicals.

We see in this bill, therefore, the necessity for a basic decision by
your committee on the tariff policy under which our industry has been
created and fostered. If the committee, in its wisdom, feels that this
is the time to obliterate the empirical judgment on which that policy
is based, let the consequences be foreseen. If our industry is to be
written off as a national-security resource, and a new design based on
foreign plants and workers substituted, then let it be so. We urge
against that course. We think the national interest does, too. The
decision is yours.

Thank you, Mr. Chairman.
The CHAIRNAN. Thank you very much. Are there any questions?
Senator MILLIKIN. What are your suggestions for the action of this

committee?
Mr. LENIER. Senator Millikin, our suggestions are embodied in a

number of changes and additions to the bill which we have outlined
in some detail which I would like to have the committee consider as
an extension of this statement, if you would accept it.

The recommendations have firstly to do with the peril point and
escape clause, which we would like to see altered within the specific
framework of incorporating that within a new bill along the general
line of my first point in this brief: To have the individual producers
or the segments of an industry considered before serious damage is
done to the industry as a whole. We think that is of significant help
in the future in a bill of this type for the chemical industry because
as you well know the chemical industry has prospered through the
years, but with changes in the extension of authority proposed here,
it is quite certain that segments of the industry will not prosper in
the future.

Senator MILLIKIN. What specifically are you asking so far as the
pre-ent bill before us is concerned?

What changes should be made? I don't mean in detail. Give me
your general idea.

Mr. LENHER. We would add to the bill sections changing the escape
cla,e and the peril point.

We would add-
Senator MILLIKIN. With what point? To accomplish what?
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Mr. LENHER. To avoid the impairment of national security. That
phrase we would suggest to add after the words "competitive articles"
where they appear in subsection (a) of section 3 of the Trade Agree-
ments Extension Act of 1951.

Senator MILLIKIN. You still have not enlightened me. Tell me
what it is that you want done with that clause. I don't mean read
from some statement you have but just give me the general idea you
would like to have done.

Mr. LENHER. We would like to have that incorporated in the body
of the bill.

Senator MILLKIN. What shall be the point of it? I am trying to be
friendly with your industry. I am not trying to heckle you. I am
trying to find out what you want.

Mr. LENHIER. I am trying to give you the answer which would be
fully responsive. We would like to have the escape clause and the
peril-point provisions effective with regard to the economic protection
of industry and the national security position so that

Senator MILLIKIN. How do you propose to do that?
Mr. LENHER. So that the Tariff Commission can consider the posi-

tion of industry when application is made to them for relief or when
the matter of tariff revision is considered and they can act with a
positive authority subject to the review of Congress.

Senator MILLIKIN. Subject to the review of Congress. How does
that come about?

Mr. LEN11ER. Because we feel that-
Senator MILLIKIN. How will that work? You have the present

mechanism. What is wrong with the present mechanism? How will
you bring Congress into it

Mr. LENHER. In the present mechanism, the Tariff Commission
has found favorable to an application for relief of an industry under
the escape clause or the peril point and then the executive branch
of the Government has reviewed that and commented on that favor-
ably or unfavorably as it saw fit.

The recent history has been I believe that in most of the cases where
there has been a recommendation by the Tariff Commission for relief,
that has been overruled by a recommendation of the Executive.

Senator MILLIKIN. Then you want to do what?
Mr. LENHER. We would like to have that action returned to the

Congress for their concurrence or dissent.
Senator MILLIKIN. In other words the present law requires the

President to give an explanation to Congress as to why he does not
heed a request of the Tariff Commission?

Mr. LENHER. Yes, sir.
Senator MILLIKIN. At that point you want the Congress to take

over if he finds no injury, although the Tariff Commission has found
an injury ; is that the idea?

Mr. LENHER. Yes, sir.
Senator MILLIKIN. Congress can do that now.
Senator WILLIAMS. If I may interrupt. If I understand correctly

what you are proposing is that these changes recommended by the

Tariff Commission would automatically go into effect if there was not
negative action taken by the Congress?

Mr. LENIIER. That is my understanding.
59884-55--pt. 1-29
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Senator MILLIKIN. Would you cut the President's present author-
ity out of the act completely? Would you leave him any power in
the matter at all?

Mr. LENHERI. We would leave him the power which would give him

and his branch of the Government-I would like to qualify that. I
am speaking not against the President's actions here but rather that
of his advisers in this matter. I would leave them the power to com-
ment, but we would prefer to see the authority for the creation and
the adjustment of tariff changes left with the Congress.

Senator MILLIKIN. I am trying to figure out how much of the pres-
ent system would you save and how much would you destroy?

Mr. LENImZR. Would you mind if I call on one of my colleagues to
answer that who is present, because as a manufacturer I am not able
to answer that as fully as I would like to, Senator Millikin.

Sentor MILLIKIMN. That is perfectly all right.
Mr. LENHER. Mr. Lincoln would you answer the Senator's question,

please ?
Senator MILLIIN. Will you identify yourself ?
Mr. LINCOLN. Donald Lincoln, sir, of Steptoe & Johnson, general

counsel for the association.
Senator MILLIKIN. Tell us what you want to do with the bill that

is before us.
Mr. LINCOLN. Yes, sir.
As Mr. Lenher has explained, Senator, the association has submit-

ted in connection with Mr. Lenher's statement an Appendix I which
takes up each section of the bill which the association feels should
be changed.

Senator MILLIKIN. Yes. We have that.
Mr. LINCOLN. I will attempt to summarize the major provisions.
Senator MILLIKIN. Tell us the major provisions. Tell us the main

points.
Mr. LINCOLN. There are 3 provisions in the bill, for 3 types of tariff

reduction. There is, first, of course, the 15 percent, up to 15 percent,
5 percent a year.

There is the provision providing authority to bring down to 50
percent, all those ad valorem or equivalent duties which are over 50
percent, and there is a provision to bring down to 50 percent of the
1945 rates those articles which are being imported in negligible
quantities.

It is the latter two provisions which the association believes are not
in accordance with a moderate program of tariff reduction, are not
necessary to the accomplishment of that program, and go beyond
the authority which the Executive needs to carry out such a moderate
program.

Senator MILLIKIN. Therefore what do you want to do?
Mr. LINCOLN. With respect to the 50 percent-bring down all those

over 50 percent to 50 percent on present rates, we would strike that
power from the bill.

Secondly, with respect to the negligible quantities provision, we
would strike that provision from the bill. We don't think either one
of those provisions have any factual validity.

Next with respect to a more technical provision which we believe is
also at war with a moderate program: That is the provision that
requires the President when dealing with basket categories in a trade
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agreement, event though only attempting to negotiate with respect to a
few products in a basket, to reduce the rate on the whole basket simply
to get a reduction on a few products in that basket.

Again we don't think that is consistent with a moderate program
and it would fall without reason or validity on a number of products.

Senator MILLIKIN. What else?
Mr. LINCOLN. I think that covers in essence the bill itself with one

exception. There is a provision in the bill for the first time in the
Trade Agreements Act which sets forth the types of matters which
the Executive may include in trade agreements.

That section, 3 (a) : (a) (1) (A), is the provision which sets forth
authority to enter into trade agreements with foreign governments
going beyond rates and sets out the types of matters which would be
covered in such trade agreements.

We believe that section could give the Executive authority to in-
elude in trade agreements many matters other than just the reduction
of rates and then with the authority to proclaim the provisions of a
trade agreement override many of the provisions of our Tariff Act
other than rates.

Senator MILLIKIN. Then do you feel that should be stricken out?
Mr. LINCOLN. Yes; we do.
That covers the main major provisions of the bill itself.
Senator MILLIKIN. Anything about the escape clause or peril

point?
Mr. LINCOLN. Yes. Mr. Lenher was directiuz himself to additional

amendments or sections we would add to this bill to accomplish other
purposes we believe are necessary, first with respect to amendment
of the peril point or escape clause to protect the mobilization capacity
of our country from injury, resulting from imports.

Senator MILLIKIN. How would you do that.
Mr. LINCOLN. We would do that, Senator, by adding to the factors

in the escape clause or peril point on which the TarifT Commission
must determine whether there is serious injury, an additional factor,
namely, impairment of national security ; and we would define impair-
ment of national security to mean that capacity which the Office of
Defense Mobilization finds is necessary in any l)articular industry
to accomplish our mobilization base.

Senator MILLIKIN. That should be protected in both the peril point
to start with and in the escape clause?

Mr. LINCOLN. That is correct, Senator.
Senator MIImIKIN-. What else?
kir. IN('oiLN. Then we wouldd leave it to the Tariff Commission, as

under present decisions, once having that determination from the
Office of Defense Mobilization, to determine whether a particular con-
cession would be likely to cause an increase in imports which would
affect adversely that mobilization base determined by the ODM for
that particular industry.

Senator MILLIKIN. We are all supposed to understand these things,
but for the sake of the record what do you mean by mobilization base?

Mr. LINCOLN. Mobilization base as I understand it is the amount
of industrial capacity which our Government believes is necessary
to enable this Nation in the event of war to supply all of the materials
that we need for our military and essential civilian needs.

Senator MILLIKIN. Thank you very much.
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Mr. LINCOLN. Now there are two further amendments-or addi-
tions-that we would make to this bill.

Still with respect to the peril point and escape clause, we would
recommend that since the present provisions require serious injury to
an entire industry, that those provisions be amended so that the Tariff
Commission would be looking, not at the fact of serious injury to an
entire industry, but injury either to a producer, a segment of an in-
dustry, or an entire industry so that our industries might not, a
product at a time or a segment at a time, be injured before we brought
into play any protection from imports.

Senator MILLIKIN. What else?
Mr. LINCOLN. The third amendment which the association is recom-

mending, Senator, is that with respect to the findings of the Tariff
Commission under the peril point and escape clause that if a deter-
rnination is made of injury and if the President or the executive de-
artment believes that in the national interest that relief should not
e granted, that fact should be made known to the Congress that he

wishes to depart from that recommendation.
Then the association position is that there should only be a depar-

ture from the Tariff Commission recommendation if the Congress
concurs.

Senator MILLIKIN. At the present time the President has to send
a letter to the Congress explaining why he does not accept the recom-
mendation of injury, but the Congress is not required to do anything
about it?

Mr. LINCOLN. Yes.
Senator MILLIKIN. Are you suggesting that the Congress be

required to do something about it one way or the other?
Mr. LINCOLN. If it is the President's position that he feels it is

necessary to depart from the recommendation of the Tariff Commis-
sion, your expert body.

The CHAIRMAN. Any further questions?
Senator MARTIN. I have no questions. The questions of Senator

Millikin and the answers clarify the situation.
Senator FLANDERS. I would like to ask the chairman whether we

have in our files and have had in our testimony any list of the imports
subject to more than a 50-percent duty. I think it would be very inter-
esting for us to look that list over and see what is involved in it.

The CHAIRMAN. There has been no such testimony before this com-
mittee. It may be in the testimony before the House committee. We
can have the staff look it up.

Senator MARTIN. If it is not in the Ways and Means testimony,
can we make it available for the committee?

The CHAIRMAN. That will be done.
(The document referred to is filed with the committee.)
Senator FLANDERS. Is it in here? That is the report. I haven't

found it.
Senator MARTIN. If it is not in there, it will be put in the record.
The CHAIRMAN. You are speaking of a list of those articles.
Senator WILLIA51S. Mr. Lenher, did I understand that you wanted

appendixes 1 and 2 made a part of our committee records?
Mr. LENHEE. Yes, sir.
The CHAIRMAN. Without objection, that will be done.
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(The documents are as follows:)

APPENDIX I. ANALYSIS AND COMMENT ON SECTIONS OF H. R. 1 WHIcH ARE RECOM-
MENDED FOR MODIFICATION Oi DELETION FROM THE BILL

Section 2 (p. 1, lines 5-9) : Extends trade agreement authority for 3 years,
to June 30, 1958.

Commient.-The trade-agreements legislation was sponsored by Cordell Hull
frankly as "an emergency remedy for emergency conditions." The Ways and
Means Committee of the 73d Congress in reporting the bill recognized that it did
not remove from Congress "its control of policy which must underlie every tariff
adjustment." The committee declared that "Congress must and always will de-
clare the policy to which the Executive gives effect."

President Eisenhower's foreign-trade message of January 10, 1955, charac-
terized his foreign-trade program in a sense as an emergency program which was
designed to stimulate economic growth in the free world as a measure to be used
in the struggle against communism. He has more recently given his assurance
that the authority would not be used "to undermine American industry or to take
steps which would lower the high wages received by our workingmen and
women." In a similar vein President Roosevelt in 1934 gave his assurance "that
no sound and important American interest will be injuriously disturbed" by the
exercise of the trade-agreements authority.

Nevertheless in the administration of the trade-agreements authority, domes-
tic industries have been injured, and it has been necessary for the Congress to
amend the basic legislation from time to time in an effort to correct those depar-
tures from its declared policy.

If the Congress now extends the trade-agreements authority on the understand-
ing that it is to be used for the purpose described by the President and in a
manner which will avoid injuring domestic industries and workers. the Congress
must, if it is to retain control over the policy on which tariff adjustments are
made, limit the extension to a period which will call the program up for review
in a short enough period of time that abuses can be corrected, or the policy
modified to changed circumstances. It would seem that the maximum extension
should be 2 years.

Rccomserncdtio.-Limit the bill to a 2-year extension by changing the figure
"1958" on line 9, page 1, to read "1957."

Section 3 (a) (1) (A) (p. 2, lines 2(-25; p. 3, lines 1-12): Describes for
the first time the subjects which can be covered in a trade agreement; viz, tariffs,
most-favored-nation standards, standards of nondiscriminatory treatment, quan-
titative restrictions, customs formalities, and other similar international trade
matters designed to promote the purposes of the act. Matters of this sort may
not be given effect under the bill in a way inconsistent with existing law. Enact-
ment is not to indicate approval or disapproval of the organizational provisions
of any trade agreement.

('oi1 00t.-This section broadens the scope of trade agreements beyond adjust-
ment in duties, import quotas, or existing customs treatment which by necessary
implication constitute the scope of agreements under present law. The subjects
enumerated in the bill are broad enough to encoimpass the substantive provisions
of an agreement such as GATT. It is feared that this section of the bill might
authorize the President to change contrary provisions of existing law, such as
the antidumping, countervailing duties, and customs valuation provisions, by
proclaiming effective the substantive provisions of a trade agreement-GATT,
for example. If Congress authorizes the President to cover certain matters in a
trade agreement, it would seem to follow that it intends the treatment given
them in the trade agreement to be controlling. The first proviso does not clearly
forbid changing the substantive provisions of our tariff laws by proclamation,
making effective the type of provisions which Congress by this section would
authorize to be put into a trade agreement, any more than it forbids changes
of rates provided by present law. The second proviso of this section is in line
with such an interpretation because it states that the enactment of the bill will
not indicate approval by the Congress of organizational provisions of any
agreement entered into under this section. The inference is that enactment
may constitute approval of the substantive provisions of a trade agreement,
GATT for example, particularly as they relate to the subjects enumerated in
this section.

Recowmicndatio.-Place a period after the word "thereof" on line 21, page 2,
and strike everything thereafter.
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Section 3 (a) (2) (D) (i) (p. 4, lines 12-13) : Duties may be reduced in
trade agreements entered into after June 12, 1955, by 15 percent below the
July 1, 1955, rate.

Comniment.-The 15-percent limitation is appropriate only if the 3-year exten-
sion presently provided for in the bill is retained. If this period is reduced to
2 years, as is recommended above, the 15 percent limit in this provision should
be reduced to 10 percent.

Section 3 a() (2) (D) (ii) (p. 4, lines 14-25; p. 5, lines 1-2) : Duties may be
reduced in trade agreements entered into after June 12, 1955, by 50 percent
below the January 1, 1945, rate, on articles determined by the President to be
normally imported in negligible quantities; such items must be identified on
the list of articles furnished by the President to the Tariff Commission for
peril-point findings.

Comicnt.-This provision falsely assumes that a 50-percent reduction is re-
quired to change imports from negligible quantities to substantial quantities.
As such it is contrary to the moderate reductions described in the President's
message. Negligible imports may be explained by factors quite apart from
the tariff rate, such as the existence of patents which exclude imports without
a license, secret technology or know-how which simply makes the product un-
available in foreign commerce, or a lag abroad in the technology concerned
with the development of new products. In these instances, if tariff rates are
reduced while imports are negligible, as soon as the foreign industry catches
up with the technology-as it inevitably does-the domestic industry will have
been deprived of the tariff protection which may be required to equalize costs
of production here and abroad and permit the domestic producer to recover the
research and development expenditures which have been invested in the com-
mercialization of the product.

Reconmcndation.-This subparagraph should be deleted from the bill.
Section 3 (a) (2) (D) (iii) (p. 5, lines 3-23) : Duties may be reduced in trade

agreements entered into after June 12, 1955, down to 50 percent ad valorem
on items with duties now above that amount. The ad valorem equivalent of
specific or compound duties is to be determined by the President for a period
determined by him to be representative. In this he is to use section 402 valuation
concepts to the extent he finds practicable.

Cornmcnt.-No justify ation has been offered by the Randall Commission, the
administration's spokesmen in the hearings on the bill, or the Ways and Means
Committee report for the arbitrary target selected in this subparagraph as a
ceiling for United States tariffs. The figure '50 percent" has no particular
validity with respect to any product. If it be assumed that the target was selected
with a view to reducing all United States tariffs which are too high, no valid
determination has been made of a level which may be reasonably regarded as a
dividing line between too high and too low. Whether a particular rate is regarded
as too high or too low depends upon the differences in the cost of production
of the product at home and abroad in the principal exporting country.

Reconimicadation.-This subparagraph should be deleted.
Section 3 (a) (2) (E) (p. 5, line 24; p. 6, lines 1-9) : If the Japanese trade

agreement is signed after June 12, 1955, cuts of 50 percent below January 1, 1945,
rates can be made if the President finds it necessary in order to expand Japan's
markets (including those with third countries).

Commcnts.-The administration is conducting the current Japanese trade
agreement neuotiatio, with respect to certain products on a basis clearly con-
trary to the policy of Congress expressed in the Trade Agreements Act. Instead
of reducing the duty on these products to expand foreign markets for products of
the United States by opening up corresponding market opportunities for Japanese
goods in this country, the United States negotiators will be opening up market
opportunities in the United States for the products of third countries on condi-
tion that the country to whom the concession is granted will Open up its markets
through tariff reductions not to products of the United States but to products of
Japan. These multilateral negotiations in which the United States receives no
concessions for its reductions in duty are contrary to the bilateral and reciprocal
principle of the Trade Agreements Act. This subparagraph of the bill would
ratify that illegal course of conduct. Multilateral neotiations of this sort
are also a bad precedent for the future.

Rcconimendation.-This subparagraph should be delted.
Section 3 (a) (3) (B) (i) (p. 6, lines 16-23) : On cuts of 15 percent below the

July 1, 1955, rate, only 5 percent takes effect initially.



TRADE AGREEMENTS EXTENSION 449

Commnt.-If the recommendation made herein to limit the extension of
the Trade Agreements Act to 2 years with tariff reductions limited to 10 percent
in that period is adopted, the figure of 15 percent on line 19, page 6, should be
changed to 10 percent.

Section 3 (a) (3) (B) (ii) (p. 6, lines 24-25; p. 7, lines 1-2) : Otherwise,
no more than one-third of the cut can initially take effect at one time.

Comment.-If the "negligible imports" and "over 50 percent" provisions of
the bill are deleted as is recommended herein, this subparagraph should be
deleted.

Section 3 (a) (3) (C) (p. 7, lines 7-16) : No cut of 15 percent of the July 1,
1955, rate can become initially effective after the 3-year period, except that
periods in which the cut is not in effect because of United States law or
action will be excluded in determining when the 3-year period ends.

Commnt.-The last sentence of this subparagraph could have the effect
of projecting bits and pieces of the President's authority beyond the 3-year
limit of the bill. The difficulty to the public in remaining apprised of the exact
tariff reduction authority held by the President and the possibility that future
extensions (if authority would be clouded by fragments of projected authority
under this section indicate that this feature of the bill should be deleted. Also,
if the bill is limited to a 2-year extension, an appropriate change should be made
on line 10, page 7.

Recommendation.-Delete lines 11 to 16, page 7; change the word "three" in
line 10, page 7, to read "two."

Sections 3 (a), (3) (D) (p. 7, lines 17-25; p. 8, lines 1-7) : To "round out" re-
duced rates, the President can exceed the limit on decreases under the bill by
going to the next lower whole number or by one-half of 1 percent ad valorem,
whichever is lower.

Comment.-Where tariffs which have already been substantially reduced under
previous trade agreement authority are concerned, the additional rate reductions
permitted by this section could have the effect of increasing the total reduction
permitted in any year by as much as 5 percent. The accident of a fraction could
be the cause for certain products being discriminated against by being subjected
to greater reductions than other products. This provision could easily expand
the 15 percent authority in the bill to an actual 30 percent reduction on many
items. The objective of this section of simplifying the computation of duty after
reduction of the rate can as easily and logically be achieved by compelling the
trade agreement negotiations to stop short of the full amount of any permissible
reduction at the required point appropriate to yield a simple fraction or whole
number, as the case may be.

Recoim cndation.- Delete this subparagraph.
Sections 3 (a) (4) (p). 8, lines S-11) : The President is to avoid subdivision of

classification categories in trade agreements to the extent he deems practicable
and consistent with the purpose of the trade agreements law.

Commcnt.-This subparagraph of H. It. 1 is at war with the President's assur-
ance that the trade agreement authority would be used to make reductions (in a
selective basis. Where "basket" tariff provisions are concerned, the classifica-
tion category may cover hundreds of individual products. The actual negotia-
tion of a tariff concession with a foreign country may le conducted on the basis
of that country's desires with respect to only the limited number of test' articles
which its producers make. This subparagraph of the bill might be deemed to
require the tariff rate applying to the entire basket to be reduced. Selvctivity in
an instance of this sort can be secured only if the President is free to separate
out of the basket the particular products on which the concession is or should be
negotiated. Subdivision of classification categories in this instance is a desirable
objective, though in other respects where this problem is not present the unneces-
sary proliferation of classification subdivisions is, of course, to be avoided. A
better approach is the comparable subparagraph in H. R. 8860 of the 83d Congress
which provided that the President should avoid subdivision of classification cate-
gories "which might give rise to confusion or controversy."

Recommendation.-Substitute for this subparagraph of H. R. 1 the corre-
sponding subparagraph of H. R. 8860, reading as follows:

"In exercising his authority under this section, the President shall avoid the
subdivision of classification categories which might give rise to confusion or con-
troversy, whenever this may be done consistently with the purposes of the trade-
agreements legislation."

Section 3 (b) (p. 9, lines 3-23) : Applies the duty reduction limitations of the
bill to products of Cuba in the context of Cuba's preferential tariff treatment.
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Comment.-In order to conform the 'language of subparagraph (2) of this
subsection to the changes recommended in earlier portions of the bill, lines
12-23, page 9, of the bill should be amended to read as follows:

"(2) In order to carry out a foreign-trade agreement entered into by the
President on or after June 12, 1955, below the limit specified in subsection (a)
(2) (D) (subject to the provisions of subsection (a) (3) (B) and (C)) as relat-
ing to the rate of duty applicable to products of Cuba."

Section 3 (c) (2) (C) (p. 10, lines 22-25; p. 11, lines 1-4) : If the Japanese
trade agreement is entered into before July 1, 1955, its reduced rates will be
considered as the rates in existence on July 1, 1955, for the purpose of making
the 15-percent reduction below July 1, 1955, rates authorized by the bill.

Comment.-In fairness to the domestic interests whose products will be in-
cluded in the Japanese trade agreement, these articles should not thereafter be
subjected to further reductions in which the reduced rates provided in that
agreement, whenever finally proclaimed, are the base from which the new tariff
reduction authority in the bill could be applied.

Recommendation.-This subparagraph should be deleted.

APPENDIX II. ANALYSIS OF VIOLATIONS OF CONGRESSIONAL POLICY IN PROPOSED

SWISS AND JAPANESE TRADE-AGREEMENT NEGOTIATIONS

THE NEGOTIATIONS WITH SWITZERLAND

Recent trade-agreement preparations show the necessity for Congress to incor-
porate suitable measures in any extension of the Trade Agreements Act to insure
that it and not the Executive retain effective control over our foreign-commerce
policy.

It was never intended that Congress relinquish that control. The Senate
Finance Committee in reporting the basic legislation in 1934 incorporated approv-
ingly the majority report of the Ways and Means Committee, which stated:

"The proposed bill, nevertheless, does not remove from Congress its control
of policy which must underlie every tariff adjustment. Although the exigencies
of present-day conditions require that more and more of the details be left to
Presidential determination, the Congress must and always will declare the policy
to which the Executive gives effect." 1

The policy of Congress has not been followed.
To illustrate: In 1934, the Senate Finance Committee with great care amended

the trade-agreements bill, as stated in its report, "to make clear that Congress
under the proposed bill is establishing a policy and directing the Executive to act
in accordance with the congressional policy only when he finds as a fact that
existing duties or other import restrictions are unduly burdening and restricting
the foreign trade of the United States."2 This is the form in which the bill
became law and, in this respect, remains the law today.

The State Department's announcement on February 21, 1955, of trade-agree-
ment negotiations with Switzerland shows into what complete disregard this
congressional policy has fallen.

Coal-tar dyes are included on the list of products proposed for duty reduction.
The rate of duty on dyes was previously cut in tile Swiss trade agreement in 1936.

Unless the President could find as a fact that the existing United States duties
on coal-tar dyes are unduly burdening or restricting the foreign trade of the
United States, the congressional policy stated in the act simply does not authorize
any change in the duties. What is the fact?

Imports of dyes from Switzerland have increased steadily at existing duty
rates: ,
1937 ---------------------------------------------------------- $2,432,510
1948 --------------------------------------------------------- 2, 720, 709
1953 --------------------------------------------------------- 3,931,194
1954 ------------------------------------------------------- 5,160,204

Obviously the duty on dyes is not unduly burdening or restricting imports from
Switzerland.

Quite the contrary, the justification for the proposed reduction is placed on an
entirely different ground--one quite outside the scope of the congressional policy.

1 S. Rept. No. 871, 73d Cong., 2d sess., April 26, 1934, p. 17.
Ibid., pp. 1, 2.

*Bureau of Census, FT 110 (Schedule A No. 8050200).
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The official notice indicates that the proposed reductions are for the purpose of
compensating Switzerland for United States action in raising the tariff on
watches."

What are the facts here? The President's action in raising the tariff was
taken under section 7 of the Trade Agreement Extension Act of 1951, which says
nothing about "compensatory" concessions Nor has the policy of Congress
expressed in the trade-agreements law ever been changed so as to authorize modi-
fications of duties as compensation when in obedience to congressional policy
duties are raised to correct injury caused a domestic industry.

A provision of a trade agreement cannot rise above the law which gives it
being. To say that any provision of the Swiss trade agreement changes the
policy laid down by Congress defining the instances in which duties could be
modified by Presidential proclamation would be to give the proclamation the
effect of overruling existing law.

For what are the Swiss to be compensated? During the period 1931-35 the
Swiss supplied 47 percent of the United States market for jeweled watches. As
a result in whole or part of the concessions granted in the Swiss trade agree-
ment, this ran to 80 percent by 1953. The domestic jewled-watch industry, which
supplied 53 percent of the market before the trade-agreement reduction in watch
duties, was steadily crowded out of that market until by 1953 it supplied only
20 percent. It was contrary to congressional policy in the basic trade-agree-
ments legislation that any domestic market would be handled over so com-
pletely to a foreign country. The Ways and Means Committee report stated, for
example:

It is clear that the authority which [the bill] would delegate to the
President must be very carefully exercised so as not to injury manufac-
turers or domestic producers.0

If obedience to the congressional mandate is to be converted by Executive action
into an occasion for "compensation," Congress has indeed lost control of the
"policy which must underlie every tariff adjustment."

Quite apart from these considerations, there could not be as a matter of fact
any basis for compensating Switzerland, because there is no evidence that the
raising of the tariff has injured Switzerland.

The tariff increase applied to exports to the United States on or after July
28, 1954, and, on articles exported before that date, to entries or withdrawals
for consumption on or after August 27, 1954.! The watch cartel in Switzerland
gives a glowing account of the industry's operations in 1954 despite the tariff in-
crease. Its year-end report states that "1974 will go down in history as one of
the three best financial years the Swiss watch industry has ever known." '

To be sure, there was a decline in imports of watches and clocks from Switzer-
land in 1954. lint factors clearly foreseen in 1953 and not the tariff were respon-
sible. As explained in a despatch from Bern,

"Ily the end of 1953, it was widely recognized that the worldwide watch
market was reaching a saturation point, at least temporarily, and that some
retrenchment might be neceessary."

Actually, imports of watches and clocks were lower in the first half of 19t54,
before the tariff increase, than in the balance of the year. The value of clocks,
watches, and parts imports from Switzerland during the first 6 months of 1954
was $27,299,317. During the next 5 months imports increased to $2s,292,60."

Certainly there has been no adverse effect on the Swiss economy. Switzer-
land's total watch exports by value for 1954 were only 6 percent below 1953's
alltinme record total." Moreover, as a recent foreign-service dispatch from
Bern states, "expansion of production and exports of the machinery, instru-
ments and chemicals industries more than balanced a decline in activity in the
watch and some segments of the textile industry in 1954." 12

There is no basis in the law's policy or in the facts for a reduction of our
tariffs to "compensate Switzerland."

4 Interdepartmental Trade Agreements Organization, release, February 21, 1955, p. 1.
5U. S. Tariff Commission, report, Escape Clause Investigation No. 28 (processed),

table 12.
* H. Rept. No. 1000, 73d Cong., 2d sess., March 17, 1934, p. 13.
7T. D. 53551.
8 Supplement of the Journal Suisse D'Horlogerie et de Bijouterie, No. 11/12, 1954, p. 2.

F. S. Despatch No. 386, December 3, 1954, p. 8.
'fireau of Census, Rept. No. FT 120.
11 F. S. Dispatch No. 544, January 31, 1955, p. 2.
1Ibid., p. 1.
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There can be no certainty in the factors upon which citizens order their af-
fairs-in which our business interests invest their capital for productive use-
if there can be no confidence in the restraints placed upon those whom the
people of necessity must entrust with their power.

It is not enough that our administrators be motivated conscientiously by
zeal to achieve objectives committed to their care. They must needs proceed under
the law or not at all. It is for the Congress to decide the means, and the
range of choices open to the Executive must always be circumscribed by the
plainly expressed congressional will.

This is not the case today in the execution of the trade-agreement authority.

THE NEGOTIATIONS "FOR THE BENEFIT OF JAPAN"

The course of action being taken by our Government in the impending negotia-
tions "for the benefit of Japan" is another illustration of that fact.

The trade-agreements act says its purpose is "expanding foreign markets
for the products of the United States." The executive department says that the
purpose of the forthcoming negotiations at Geneva is "improving Japan's trading
prospects in the free world." '

Again, the means specified by the trade-agreements act for the attainment of
its purposes is "regulating the admission of foreign goods into the United State
in accordance with the characteristics and needs of various branches of American
production so that foreign markets will be made available to those branches of
American production which require and are capable of developing such outlets
by affording corresponding market opportunities for foreign products in the
United States." [Italic supplied.] But the impending negotiations at Geneva
are to proceed with reference to some products on the basis of admitting foreign
goods into the United States so that foreign markets will be made available in
third countries-not to United States producers, but to Japanese producers.
Thus, the official announcement of the negotiations stated, "there are a relatively
few articles of interest primarily to countries which may decide to negotiate with
Japan," adding, "no concessions would be made on such products if the country
having a primary interest does not complete its negotiations with Japan."

The United States is prepared to offer duty reductions on these items-not as
a means of securing reciprocal concessions which would open up markets for
United States producers abroad, but to induce other countries to grant con-
cessions to Japan in which Japan's producers are interested.

Can the Congress really feel that it is setting the policy and keeping control
of the policy on which tariff adjustments are to be made, as the committee
reports on the first trade agreements act affirm, when the Executive with such
little reluctance maes such a plain departure from the conditions Congress has
specified?

We would suppose that there is no dissent from the desirability of succoring
Japan's economic strength. She is a friend, and we believe in helping our
friends. But is Japan our sole obligation? Is she not the joint responsibility of
the free world? Must the United States buy the support of its allies as our
Government's notice on the forthcoming trade negotiations frankly indicates?

We ask these questions because adequate tariff assistance is basic to the
profitability of our industry's operations. The executive department has placed
on the Japanese list almost the entire body of more than 1,000 coaltar inter-
mediates."1 Among the tariff categories listed is a basket provision "o which covers
our industry's new finished products in commercial fields unknown in 1930.
Without the tariff the large research and development investment made in these
new products would often be unrecoverable.

Japan has little or not interest in these intermediates and the finished prod-
ucts. She has no export surplus, and makes only a handful of the intermediates
for home use. The tariff on these items is not burdening our trade with Japan.
They cannot be considered in negotiations with Japan without violating the
"principal producer" rule which the House Ways and Means Committee report 1

on the basic act assures will be followed in order that the most-favored-nation
doctrine will not result in a wasting of United States bargaining power through

"Interdepartmental Committee on Trade Agreement%, notice, November 13 1954, p. 1.
4 Interdepartmental Trade Agreements Organization, release, November 13, 1954, p. b.

15 Tariff pars. 27 (a) (1) (5), 27 (a) (3) (5), and 27 (a), (4) (5).
15 Tariff par. 27 (a) (3) (5).
1 H. Rept. No. 1000, 73d Cong., 2d sess., March 17, 1934, p. 16.
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the acquisition of trifling concessions from nations to whom the products are of
but secondary importance.

Most serious of all, our industry is producing these intermediates on the
Japanese list well below the capacity required for defense-mobilization needs.
Under congressional policy of maintaining in a state of full readiness the capac-
ity to resist an aggressor, we feel that it is urgently important that there be no
further reduction on these items, already sharply cut in late 1951; so long as our
peacetime production is significantly below the level required to keep our defense
capacity in a state of readiness.

Senator BARKLEY. Is the position of your organization, Mr. Wit-
ness, that the bill ought to be amended if the President lowers rates
that that should come to Congress or does it include if he should
raise them, would that come to Congress too?

Mr. LENHER. I think I would like to ask our counsel to answer that
question, Senator Byrd, if I may.

The CHAIRMAN. He may answer.
Mr. LINCOLN. Senator, the association's position is that, if the

President is to overrule a recommendation of the Tariff Commission
with respect to the peril point 6r escape clause, then that would go
to Congress.

They are not directing their attention to action by the Executive
under other sections of the tariff act for increase in duties. They are
just directing their attention to these two provisions, the peril point
and escape clause.

Senator BARKLEY. In other words if those interested in the matter
should not feel that the President had permitted them to escape from
some peril which they think faces them, then they can bring it to
Congress.

Mr. LINCOLN. That is in essence their position I believe, Senator.
Senator BARKLEY. Sort of a one-way street, isn't it?
Mr. LINCOLN. I don't believe so, because the only way the industry

becomes directly involved in tariff adjustments under the Trade
Agreements Act is under these two provisions, the peril point or
escape clause.

That is the only piece of legislation to which they are now directing
their attention.

Senator BARKLEY. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Malone.
Senator MALONE. Mr. Lenher, how many organizations or com-

panies or individual producers are members of your association?
Mr. LENHER. I believe currently 94, Senator.
Senator IALONE. What is the aggregate production value of these

94 producers if you know?
Mr. LENHER. The total sales of the industry-and I think we repre-

sent better than 90 percent of the capacity-was about $4 billion,
that is the last record we have.

Senator MILLIKIN. Do you mind an interruption?
Senator MALONE. I would be happy to have you do so.
Senator MILLIKIN. How many employees?
Mr. LENHER. 200,000.
Senator FLANDERS. May I also interrupt for a moment. Would

you give me half a dozen examples of the products of the synthetic
organic chemical manufacturing industry, just half a dozen so we
get some notion of what you are doing for a living.

453



TRADE AGREEMENTS EXTENSION

Mr. LENHER. Plastics, dyes, pharmaceuticals, perfumes, flavorings,
solvents, such as alcohol, methanol, acetone.

Senator FLANDERS. All right. I was puzzled about synthetic or-
ganic chemical industries. I thought you were making organic com-
pounds out of inorganic stuff. I did not know there was a $5 billion
business in that.

Mr. LENHER. No. Really it represents the modern organic chemicAl
industry. It is almost all by synthesis.

Senator WILLIAMS. It is my understanding that it is the position
of your industry that if tariffs are reduced further you would be jeop-
ardized in that you would have to close down some of your plants.

Mr. LENHER. Certain segments of the industry would be jeopard-
ized. I am sure that other sectors of the industry would be affected
very little but in the current reductions, which are proposed in the
Japanese and Swiss negotiations, I am confident that there would be
a material deteriorating effect on the economic position of the indus-
try in which those reductions would come into play.

Senator WILLIAiS. Which would result in further unemployment
in the industry in line with Senator Millikin's question

Mr. LENHER. Yes; it would result in further unemployment. The
matter that concerns us in addition to the effect on the industry which
certainly we have to concern ourselves with as employers is the fact
that we do not believe that the objectives of the tariff reduction would
in fact be met, namely helping Japan in the one instance, and in the
second instance compensating Switzerland.

Senator WILLIAMIS. In the event of war we would be dependent on
foreign sources for that material?

Mr. LENHER. Yes; we would to the extent that that capacity had
been deteriorated or had decreased from economic attrition.

Senator MARTIN. Do you have any employmentt at the present
time in the industry?

Mr. LENHER. Currently there is unemployment in the industry,
Senator. We have lost about 24,000 production workers, net, since
August 1953; a little over 10 percent. There was a considerable
amount of unemployment during 1954 but in the recent pickup in
business that was corrected to the extent of 4,000 jobs.

Senator MALONE. Mr. Lenher, as long as the Senator has asked
that question, does the current preparation for war contracts help in
that current employment, such as the materials for defense organi-
zations?

Mr. LENHEI. In the recent change in business that is not an impor-
tant factor. That has been a continuing part of our business in
recent years, particularly since the Korean incident.

Senator MALONE. It is a a part of your business. A definite part?
Mr. LENHER. Yes; it is an integral part of our business.
Senator MALONE. If suddenly these war contracts or preparation

for war ceased and with the production you now have you would
be in a serious condition; would you not?

Mr. LEHNER. It would require some readjustment of schedules and
employment in our plants.

Senator MALONE. Wouldn't it require you to go back to peace-
time industry entirely into the market which is already being fur-
nished by foreign nations.
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Mr. LE HER. There would be readjustment required.
Senator MALONE. As far as your synthetics are concerned, does

that include any nitrates or synthetic fertilizers?
Mr. LENHER. No. Mainly not, except for some special fertilizers.

They are principally inorganic, are supplied by other parts of the
chemical industry, and do not come within our group.

Another representative will cover that sector of the industry later,
Senator.

Senator MALONE. Since World War I we have built a chemical
industry in the United States under tariff or duty protection.

Mr. LENHER. Yes; since World War I.
Senator MALONE. Without that you could not have built it, with-

out the duty protection, you could not have built a chemical industry
in this country?

Mr. LENHER. It was true at the start of the industry.
Senator MALONE. Is it still true that without duty or tariff pro-

tection, as we have come to recognize it, you could continue the
industry and the growth that is necessary to protect the country under
a national-defense situation ?

Mr. LENHER. We would not be able to continue all of our manu-
facture. That part of organic chemicals manufacture in which cost
is to a large extent determined by labor cost would be very seriously
injured and jeopardized without a measure of tariff protection.

Senator MALONE. Do taxes have anything to do with it, and other
,costs of doing business as against cost of doing business in the chief
,competitive countries?

Mr. LENHER. Yes. Taxes are a very important factor in American
,costs and have been since the Second World War. I think our tax
position in this country for industry is a more serious element of cost
than it is in most industrialized countries.

Senator MALONE. Then if you were looking forward to eliminating
the duty protection, which seems to be the ultimate goal of many of
the advocates of this principle, shouldn't you as a matter of fact do
better in a foreign country by making your investments in foreign
countries and shipping the stuff back to the United States?

Mr. LENHER. Well, I think that is a possibility for the future and
certainly some companies in our membership have explored that possi-
bility.

The matter is testified in some detail by two companies in the Ways
and Means Committee hearings.

Senator MALONE. What did they say? What was their testimony?
Mr. LENHER. Their testimony was that while they now had foreign

subsidiaries and operating companies, it was not their intention at
this time to import into the United States, but it could be in the future.

Senator MALONE. As long as they have the duty, it is not economic
to produce it there and ship it in here?

Mr. LENHER. Yes, sir.
Senator MALONE. If you had no tariff protection then they thought

it would be.
Mr. LrNHER. Yes, sir.
Senator MALONE. In other words it would cause investments to mi-

grate to foreign countries?
Mr. LENHEX. Yes. If the investment were to be made on purely

final ial or economic grounds, that is a possibility.
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Senator MALONr-. What do you make your investments on ? When
you go out and sell your stock is it a matter of investment and return
on investment?

Mr. LENHER. Yes, we make the investment on the basis of making
money for the shareholders.

Senator MALONE. I thought you had reached a philanthropic stage
and weren't caring about that, from your remark.

Mr. LENHER. No, indeed.
Senator MALONE. You do mean that it is done on purely investment

feasibility grounds and if it became more feasible in a foreign coun-
try if there were no duty here and you were unable to stay in business,
then you could do it in foreign countries, invest in the German plants
or in the Japanese plants or in other areas and import the material,
could you not?

Mr. LENHER. Yes; we could.
Senator MALON-E. Do you have any idea that that is what you might

do, your companies, that is if you couldn't stay in business here
with no protection?

Mr. LENHER. I imagine that that would be the consequence, if the
extreme condition were reached, Senator, yes.

Senator MALONE. What are you here for this morning? Are you
afraid of a situation in which you might not have the needed protec-
tion or are you just here for the visit?

Mr. LENHER. No; I am here to represent the interest of our industry
to continue the protection which we have.

Senator MALONE. What are your interests then, maybe I misunder-
stood you.

Mr. LENHER. Our interest is to manufacture chemicals and to supply
our customers with them competitively, whether competition comes
from domestic or foreign competition.

Senator MALONE. What is likely to prevent that?
Mr. LENHER. One factor would be a considerable reduction in the

tariff.
Senator MALONE. And that is what you are afraid of?
Mr. LENHER. Yes, sir.
Senator MALONE. That is good enough. You are rather reluctant

but I guess the record will show.
Mr. LENHER. Senator, if I am reluctant on that point, it is only

because the questions which you ask are very direct and I want to
be sure-

Senator MALONE. I don't have any other kind of question.
Mr. LENHER. I want to be sure that the answers which I give will

not mislead on the record because we represent a very large interest
and I want to be sure my answers are correct.

Senator MALONE. I am glad of that. But I will say I have no other
kind of questions because I like to conserve the time of the commit-
tee and your time and there is no use beating around the bush.

I just ask you the questions I would like for you to answer.
As a matter of fact if this migration took place due to lack of

protection, would we reach the situation that we had during World
War I, when we had very small production of the very necessary
industries for war production?

Mr. LENHER. Yes. You certainly could, Senator Malone, and that
is one of the principal, if not the principal base of our concern about
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the proposed reduction on dyes and intermediates because there is
more than adequate capacity to supply the world requirements of
those chemicals at the present time.

Without protection by the American tariff we are sure that foreign
suppliers could enter this market to the complete annihilation of the
domestic industry, that is possible.

Senator MALONE. You are here today testifying that at least there
should be protection to the extent needed for national defense?

Mr. LENHER. Yes, sir.
Senator MALONE. Of course, if you had your way about it you

would probably like to preserve your industry beyond that necessary
for national defense which you could do by a duty or a tariff simply
equalizing the wage standard of living and the cost of doing business
here and that in the chief competitive nation. That would keep you
in business.

Would that seem to be a fair request?
Mr. LENHER. No, that would not be adequate for us because we

would want to be able to manufacture at a profit so we could continue
to build and improve our business and pay returns to shareholders
and keep our business as strong as we have been able to keep it in
and past under the system which it was built.

Senator MALONE. Maybe we need another question to clear it up.
If the duty at all times represented the difference between the wage

standard of living here and the taxes and cost of doing business here
in this Nation and the chief competitive country, that would keep you
in business, would it not?

Mr. LENHER. Yes; if all the factors of our cost were taken into
account.

Senator MALONE. Isn't that what the 1930 Tariff Act says, that the
Tariff Commission was created as an agent of Congress with direct
orders from Congress to determine on that principle that difference
in costs of production and recommend that to be the tariff, that is what
the 1930 Tariff Act says, isn't it?

Mr. LENiHE. Yes; we would be able to continue to manufacture and
sup ply under that condition.

Senator MALONE. Then under the system laid down by Congress
with the flexible import fee or duty administered under that prin-
ciple, you would have no worry about the supply for national defense,
whenever that became important, would you?

Mr. LENHER. We would have this additional concern, that in recent
years the ODM has worked very closely with industry or to put it the
other way industry has worked very closely with the ODM in trying
to meet goals for mobilization capacity which they have set up and
which industry has seen fit to spend its capital to providing in addition
to strictly commercial outlets for those goods.

Senator MALONE. I understand that. When you have a contract
from the ODM or under their orders from GSA, then you have no
trouble, profit is included in the contract, is that right?

Mr. LENHER. Yes.
Senator MALONE. You are afraid if you suddenly didn't have these

contracts and you come under the Tariff Act of fair and reasonable
competition, that maybe you couldn't keep up this additional pro-
duction.

Mr. LENHMR. I don't believe we would be able to do it.



458 TRADE AGREEMENTS EXTENSION

I think the additional capacity would be idle. It exceeds commer-
cial requirements, and there are no Government contracts to my knowl-
edge directed to keeping our mobilization capacity intact.

Senator MALONE. Well, the additional production is only necessary
when you get those contracts, isn't it? The additional production is
something you need at that moment, and the GSA and their contracts
give you ample opportunity to build the additional plant and make a
profit?

Mr. LENiiER. Well, it is partly a matter of business, and it is partly
a matter of Government policy of wanting to have that capacity active
or in readiness for you, Senator, because if the plants have been used
and are then idle-if I understand your question-because of lack of
demand for this chemical for mobilization purposes, not many chemical
plants can be mothballed or put in standby condition, they deteriorate
rapidly.

And that either would have to be taken care of by special charges,
or the plants would become ineffective in the future.

Senator MALONE. Well, those special charges in any case, wouldn't
be included in this act.

Mr. LENHER. No.
Senator MALONE. In other words, we are off the subject entirely.

Let's start a new approach to this thing. If you are already in the
business of manufacturing a product that may be necessary in national
defense, and it is not too much of a job to enlarge the capacity, is it,
if you have a going concern?

Mr. LENHER. Well, that is a very difficult question to answer in a
general way, Senator. Sometimes incremental additions can be made
to existing plant.

Senator MALONE. Additional units?
Mr LENHER. Yes.
Senator MALONE. If the money is forthcoming, which it always

is in wartime. But if you are in the business of manufacturinLr
the peacetime demand in competition with foreign producers, with
the duty or tariff that makes up that difference in cost-

Mr. L'ENHER. Then you have a big spring forward to make that
additional capacity.

Senator MALONE. And you are satisfied with that kind of a tariff?
Mr. LENHER. Yes, sir.
Senator MALONE. Are you aware that that is exactly what would

happen if we do not extend this 1934 Trade Agreements Act.
Then immediately all products that are not under a Trade
Agreements Act, not included in the trade agreements, would be
referred immediately to the Tariff Commission on the basis of the
1930 act, where the principle is definitely laid down by Congress of
a fair and reasonable competitive basis-that is the difference in cost
here and in the chief competitive nation-and so considered by the
Tariff Commission in setting the tariff? Are you aware that if we
do not extend this act they will all go back to the Tariff Commission
automatically at midnight on June 12 where they are not covered
by trade agreements?

Mr. LENHER. I do not understand it that way, Senator. I am
just ignorant of the point.

Senator MALONE. You can take it from me that that is the fact.
Now, that would suit you, wouldn't it, if it went back to the Tariff
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Commission on that principle, if the tariff were flexible-and it is
flexible under the 1930 act-that the Tariff Commission determines
the difference between cost here and the cost in the chief competitive
nation, that would be fair; wouldn't it? I have read your testimony
and I have read your brief. You are just afraid that that wouldn't
happen under this extension?

Mr. LENHER. Yes. I have little belief that that will happen.
Senator MALONE. Under this extension, you have little belief that

it will happen; is that what you mean?
Mr. LKNHER. Well what 1 mean is, I have little reason to believe-

and this is purely opinion-that the Trade Agreement Act will dis-appear, that we will have the reversion to the 1930 condition, if I
understand your question.

Senator MALONE. Well, I didn't ask you that, but I am glad to have
your opinion. I don't know what you base it on, whether you think
that because we passed this thing at one time that we will perpetuate
it. But I did ask if you understand that if this act is not ex-
tended-and that is what we are holding the hearing about, whether
or not to extend it at all-

Mr. LENDER. Yes.
Senator MALONE. If it is not extended, then it reverts immediately

to the Tariff Commission, all things revert upon which there are no
trade agreements and duties are to be adjusted by the Tariff Commis-
sion on a principle of fair and reasonable competition.

Mr. LENHER. I am sorry, I misunderstood your question initially.
Yes; I appreciate that.

Senator MALONE. Well, would that, in your opinion, maintain your
industry?

Mr. LENDER. Yes.
Senator MALONE. And you would be in favor of that setup?
Mr. LENTIER. That would be a perfectly satisfactory setup.
Senator MALONE. Now, are you aware, then, that on all articles

upon which there is a trade agreement, if this act expires, the Presi-
dent may at any time serve notice on the country with which such
trade agreement is made for its cancellation, and within 6 months
that duty or tariff also reverts to the Tariff Commission on the same
basis? Are you aware of that fact?

Mr. LENHIER. Yes.
Senator MALONE. And that -would suit you.all right ?
Mr. LENHER. Yes, sir.
Senator MALONE. Then if I understand your testimony here, all

you want is some assurance that the investments in your industry will
be safeguarded to that extent, to the extent of a duty or a tariff that
makes up the difference in the wage, standard of living, or the taxes,
and all the costs of doing business here, as against the cost of doing
business in the chief competitive nation, and in principle that the tariff
or duty is adjusted automatically, that is, through the Tariff Commis-
sion, either as a result of your request or.the request of a consumer,
or by the President, or either House of Congress, or the Tariff Com-
mission upon its own motion can continually adjust the tariff on that
basis, you understand that?

Mr. LENHER. Yes.
Senator MALONE. And that is satisfactory?

50884-55--pt. i-30
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Mr. LENHER. Yes, sir.
Senator MALONE. Now, I want to ask you one other question here.

Do you understand that under the 1934 Trade Agreements Act, under
these trade agreements-which have been in the hands of the State
Department continually for 21 years-the Geneva General Agree-
ment on Tariffs and Trade makes multiple adjustments, and the United
Nations is creating another worldwide trade organization which is
supposed to take the entire production of the world and the consump-
tion of the world and distribute it in accordance with what it believes
to be the best interests of the world situation? There was also the
International Trade Organization which was presented to this Con-
gress and was rejected, but it is still alive, just dormant. Also the
International Materials Organization was created by the State Depart-
ment surreptitiously, and financed in spite of the Appropriations
Committee of the Senate, and then carried on the work that the Inter-
national Trade Organization was supposed to do. That was to pool
the markets and the consumption, and distribute them on a basis of
entitlement for consumption-which was the phrase used in some of
the organizations. This, it seems to me, could only be interpreted
on the basis of population. Are you aware that all these organizations
can operate to a certain extent with the approval of the State Depart-
ment under this act, but if it is not extended, that they cannot operate
to divide our markets? Did you ever think about that part of it?

Mr. LENHER. Well, Senator, our association has thought about that
matter, and particularly about GATT. And we have taken the posi-
tion consistently that we are opposed to an approval of GATT.

Senator MALONE. Well, I appreciate that, and I am sure you are
sound in your position. And I suppose, since the rumor is that it
will be presented here, that you may have an opportunity to appear
again. But if this act is not extended it falls of its own weight, and it
wouldn't be necessary for us to consider it here. Are you aware of that
fact?

Mr. LENHER. Yes, sir.
Senator MALONE. Wouldn't that be the best solution, just to let

this act die, and let it go back to the Tariff Commission for an adjust-
ment of those duties, and just not sit in these poker games, sucker
games, that only can operate when our markets are in the pot?

Mr. LENHER. That would be a very definite solution of a problem
which has been agitated for many years here.

Senator MALONE. We work up our own problems, and then try to
solve them, generally.

Now, you are aware that when this peril point operates the Tariff
Commission determines a point at which or below which the indus-
try would be imperiled, and that is where the duty should be at that
moment. Then the State Department may or may not accept this
hiding of the Tariff Commission. You are aware that they may
or may not accept it in their trade agreements?

Mr. LENHER. Yes.
Senator MALONE. But if they do accept it and make the trade agree-

ment on that basis, they make it for 3 years, and then within a few
minutes, if it wants to, the nation with which the trade agreement is
made, can readjust the value of its currency on the basis of dollar
value, and institute-if they don't already have it, and most of them
do-exchange permits and import permits, and nullify any agree-
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ment that we might make. We are bound for 3 years, and for after
the 3 years, until the President serves notice for cancellation; are you
aware of that fact?

Mr. LENHER. Yes, I am, Senator.
Senator MALONE. Do you think that that is a good provision, that

they can make a 3-year agreement and we are unable to change
it, but every other nation with which an agreement is made can change
it?

Mr. LENHF. No. I think under the circumstances you outline
that is not a good thing.

Senator MALONE. Well, I outline the actual situation, do I not,
that they do make it for 3 years?

Mr. LENHER. You outline the possibilities, certainly, sir.
Senator MALONE. Now, as I understand it, if the tariff or duty

is adjusted by the Tariff Commission and the President doesn't take
their interpretation, their finding, then it can only go into effect
if approved by Congress, that is the substance of your amendment.

Mr. LENHER. Yes.
Senator MALONE. Well, your amendment, then, to that extent would

conform to the 1930 act as it is now written, would it not? In other
words, whatever the Tariff Commission finds?

Mr. LENHER. I believe so.
Senator MALONE. That is, they recommend that it be the tariff ?
Mr. LENHER. Yes.
Senator MALONE. And without this 1934 Trade Agreements Act it

actually is the tariff?
Mr. LENHER. Yes.
Senator MALONE. And that is what you want?
Mr. LENHER. Yes.
Snator MALONE. So I merely want to bring out the point that we

already have exactly what you want if we just let it operate. But if
we insist on extending this Trade Agreements Act, then you take in
these other factors-that the President may adjust on the basis of
what he considers to be the national good of the American people or
adjust on a basis of international political situations or almost any
other situation; and that is your chief objection, his ability to take
in all these factors and not consider the good of the industry itself.

Mr. LENHER. Yes; that concerns us.
Senator MALONE. I think that is all.
Senator MILLIKIN. YoU understand that where an injury test is

applied it naturally makes comparisons of cause and determines those
factors that would injure your business if the practice complained of
is continued.

Mr. LENHER. Yes, sir.
Senator MILLIKIN. So that if the injury test is correctly applied

it comes to the same point as putting the test directly on a comparison
of cost of other nations of the same product with that of this Nation;
it comes to the same thing, does it not?

Mr. LENHEE. Yes, sir.
Senator Byrd, may I make a request?
The CHAMMAN. Yes, sir.
Mir. LENHER. I have here a marked copy of H. R. 1, together with

a draft of the proposed amendments of the peril-point and escape
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clauses, and in view of the questions asked I would be glad to submit
that to the committee for the record, sir.

The CHAIRIAN. Your appendix I has already been included in the
record. This is not a duplication, is it?

Mr. LENHER. No.
The CHLAURAN. No objection.
(The copy of H. R. I and the proposed amendments follow:)

[H. R. 1 revised in accordance with recommendations of Synthetic Organic Chemical
Manufacturers Association contained in appendix I to statement of Samuel Lenher],

[H. R. 1, 84th Cong., 1st sess.].

AN ACT To extend the authority of the President to enter Into trade agreements under
section 350 of the Tariff Act of 1930, as amended, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That this Act may be cited as the "Trade Agree-
ments Extension Act of 1955".

SEc. 2. The period during which the President is authorized to enter into foreign
trade agreements under section 350 of the Tariff Act of 1930, as amended (19
U. S. C., sec. 1351), is hereby extended from June 12, 1955, until the close of
June 30, 4l068 1957.

SEc. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as amended
(19 U. S. C., sec. 1351 (a)), is hereby amended to read as follows:

"(a) (1) For the purpose of expanding foreign markets for the products of the
United States (as a means of assisting in establishing and maintaining a better
relationship among various branches of American agriculture, industry, mining,
and commerce) by regulating the admission of foreign goods into the United
States in accordance with the characteristics and needs of various branches of
American production so that foreign markets will be made available to those
branches of American production which require and are capable of developing such
outlets by affording corresponding market opportunities for foreign products in
the United States, the President, whenever he finds as a fact that any existing
duties or other import restrictions of the United States or any foreign country are
unduly burdening and restricting the foreign trade of the United States and that
the purpose above declared will be promoted by the means hereinafter specified
is authorized from time to time-

"(A) To enter into foreign trade agreements with foreign governments or
instrumentalities thereof eeinin g provisions wi respect to intrnatin
trade, ineludintg provisions relating -to taiff s to most fa ore4- nation Stand
ards end other standards of ncndiscriminatcry -teetnent effeeing ste, trEde 7
to genuftitettive imnporit enfd export Pestrie on -to eoston As for elities7 anRd
-to otherFmetter relating -to siae tFede designed to promote the psrpe ef
th-is seetion simile to enfy of the foregoig_ I oe 4ed Whet no0 sueh -proviion
shell be giv en effeet int -the United States in ft reennoer ineonisistont with eNist-
ing legislettie on the Unit ed Stetes- Pr ied fhe ;, Whet the enactment Of
the Wrade Agreements Etension Aet of 4-966 shad not be eonstre to, deter
mine or indieete the fevel or disappro-al by the Qog-ess of orgenia-
tioneA provisions of aniy foreign tratde agreement entered into tinder this
seeti n.

"(B) To proclaim such modifications of existing duties and other import
restrictions, or such additional import restrictions, or such continuance, and
for such minimum periods, of existing customs or excise treatment of any
article covered by foreign trade agreements, as are required or appropriate
to carry out any foreign trade agreement that the President has entered into
hereunder.

"(2) No proclamation pursuant to paragraph (1) (B) of this subsection shall
be made-

"(A) Increasing by more than 50 per centum any rate of duty existing
on January 1, 1945.

"(B) Transferring any article between the dutiable and free lists.
"(C) In order to carry out a foreign trade agreement entered into by the

President before June 12, 1955, decreasing by more than 50 per centum
any rate of duty existing on January 1, 1945.
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"(D) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, decreasing (except as provided in sub-
paragraph (E) of this paragraph) any rate of duty below the lowest of the
following rates:

"(i) The rate of 4-6 10 per century below the rate existing on July 1,
1955.

1'44+ 4n the ease of an-v article which the Preside1t determines. a -he
-titfe foreign trade agreements, is enttered raeis normally *t in-ported
in+o The 464fi4ed $aft+s + is normally imported in4t he 144t $ttcs ini
nieg4igible put-ti es The rate 4 0 per eertuni below T he rot-e existing on
Jannary 4-, 044 A. -This eaonse hall +t apply with re+pect 4-o any atkiele
Unless i is idet-ified in The list re+fired by see4iont 3 - of The Trade
-Agreement t++s ts Act of 4-9;4--4, as sin-ended 4--4 . 4 7 see- 4604
#al-4 fan poss-ible consideraion~ ats anf aftiele width4 is normally anot
in-ported ift-o 4-be idnited r 4-es or is normoidly i-peoted into the 44-abed
states in negligible ftoatiies:

"444 4+ The ease ef -ny article sb+tt 4 an ad t,em pati e of d+t
a-hove 40 -4e ee +1en +uof a eo- mn 4 ion of4 Kd4 Nyli em -rates aggregating
ore T han .40 per ee t-ur-4- The rte 44 per een-t oftad Ya-lures- (orft coi -i

natio oft affd nltrea- sates aggregating 40 per eentun4- 4+ The ease of
sn-v article sa-ijee+t o at speefie rate of du +v5 a t tefib i Of PateS
iedi#ng af -peoife % tte)- ae+The ad varen equicvnant of which has been
deterfitned by he resident, 6 ba-ne beeni shb )Ne 40 per enmtunsa d+W4ng a
perifo de4-efi-ned be The lresident 4o be a represetoive p-erisd, te
rte "- per eet a vaieem an The rt-e t-oe at curatbinf4sft o firates),
however state - he atd al iei esstiveient of bieh 44+e residents de-
tersaines .Va+" hane been 440 pe+ een-it +n d+rig s+meh period> The
standards of -haition contained 46 seetiun 444 h '4 This Aet (as 46 efleet
darin+g Thbe repr-ese-ntati-.,e persssd- shill be 4+-itiked 4 The b Ow resident, to
the minu esitent be b+eds su-eb, ++tlatian pfrateebl, i-n nsa-king The
determif -nais inte+ he preeeding sentene.

"14- -- order to eares' o t foreign trade agreement entered intl by the
1Pesident of o after Ijune 4-T 49;5, 4o rehiek The Covernmen-, of Japan is a

party and4-it respeet to,) whieh notiee of intenion to re got- was publihed
oft -Novembe 46- 194(-r-4- 42- 74),4 if 44he President determie tA+t saeh
decrease is necessary i-6 order to provide expanding e -pot markets for
pfoduets Of Japantf (ifieluiding such nta-rko-to 46 Third eauintries4, deercatsinig
by fnore than 40 per een-tons any rate of duty es+tig en Jun-nary 4 4-046.

"(3) (A) Subj'-ct to the provisions of subparagraphs (1) and (C) of this para-
graph, the provisions of any proclamation made under paragraph (1) (13) of this
subsection, and the proviions of any proclamation of suspei,,ion under paragraph
(5) of this subsection, shall be in effect from and after ,uch time as is specified in
the proclamation.

"(B) In the case of any decrease in duty to which paragraph (2) (D) of this
subsection applie's-

'(i) if the total amount of the decrease under the foreign trade agreement
does not exceed 4-6 10 per centun of the rate existing on July 1, 1955, the
amount of decrease becoming initially effective at one time shall not exceed
5 per centum of the rate existing on July 1, 1955; and

" 44 eseept as proded if elause (4, +ot more Than oe-third of The ttal
amount of the decrease under The faeign trade agreem;wt shlt beoe
iiially effeetive a-t onetinier antd

"{ii (ii) no part of the decrease after the first part shall become initially
effective until the immediately previous part shall have been in effect for a
period or periods aggregating not, less than one year.

"(C) No part of any decrease in duty to which the alternative specified in
paragraph (2) (D) (i) of this subsection applies shall become initially effective after
the expiration of the Three two-year period which begins on July 1, 1955. 4f any
par of sn-el decrease has beeome cetive, then for purpeses of Qis s"uPp h
any tine Thereafter during whieht such prof The d is not in effeet b reason
of legislation of The nited sates aretion thereunder shall be enetlnded in deter-
min4ig when The three-year period esir.

1(4 4f the Presidn determie Tht such action will simplify thke compa"tation
of :he amount o duty imposed with respee to an arie;e he may eseec iffy
limitation speeihed. in pargraph 44 or (-14 of this subsectian orfbparagraph
4(=4 of this paragraph by not Hore than whichever of The folwing is lesser-s

'4i44 dffefenee betveei {4he limitation antd The fneat iler -boe nuns-
beof
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'144 Onebhi of 4r per eentur ad nlonir peci
4a the ease 4f a speeifie rate ( of a eonshination of rates wlsiek includes a seii
Pete+ t~he one-half 4f4 -per eentesa speeified ie clatuse * 4f the preecdinfg sentenced
seht be determined in the sae manner as the ad -alore eeet of rates not stated
wholly in ad v'lere teem is determin-ed fop the purposes f aragap

o44f tos subseetion,
"(4) In exercising his authority under this section, the President shall avoid7

to the maniinusi extent he deems praetleable &nd en'sistent with the ptrpoe
4 this t seeti- the subdivision f classification categories7 the subdivision of
classification categories whzch might give rise to confusion or controversy, whenever
this may be done consistenly with the purposes of the trade agreements legislation.

"(5) Subject to the provisions of section 5 of the Trade Agreements Extension
Act of 1951 (19 U. S. C., sec. 1362), duties and other import restrictions proclaimed
pursuant to this section shall apply to articles the growth, produce, or manufacture
of all foreign countries, whether imported directly or indirectly: Provided, That
the President shall as soon as practicable, suspend the application to articles
the growth, produce, or manufacture of any country because of its discriminatory
treatment of American commerce or because of other acts (including the operations
of international cartels) or policies which in his opinion tend to defeat the purpose
of this section.

"(6) The President may at any time terminate, in whole or in part, any procla-
mation made pursuant to this section."

(b) The last sentence of section 350 (b) of the Tariff Act of 1930, as amended
(19 U. S. C , sec. 1351 (b)), is hereby amended to read as follows: "No rate of
duty on products of Cuba shall be decreased-

"(1) In order to carry out a foreign trade agreement entered into by the
President before June 12, 1955, by more than 50 per centum of the rate of
duty existing on January 1, 1945, with respect to products of Cuba.

"(2) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, below the applicable sAtemative limit
specified in subsection (a) (2) (D) or - (subject to the provisions of sub-
section (a) (3) (B); and (C)7 and -D), eek sueh alternative to he read foe
the ptposes of this paragraph as relating to the rate of duty applicable to
products of Cuba. With respee 6to p-odu ts 4 Cubs7 th litatioen 4
suibsectiont (a> -2> -Do 4li4 may he enseeeded t6o such entteat as mfay he required
to maintain anH absolute margin of pefer-ence to& which sumeli products are
entitled."

(c) Subsection (a) of section 350 of the Tariff Act of 1930, as amended (19
U. S. C., sec. 1351 (a)), is hereby amended by inserting "(1)" after "(c)", by
striking out "(1)" and inserting in lieu thereof "(A)", by striking out "(2)" and
inserting in lieu thereof "(B)", and by adding at the end thereof the following
new paragraph:

"(2) For purposes of this section-
"(A) Except as provided in subsection (d) and subparag~raph (C) of

this paragraph, the terms 'existing on January 1, 1945' and 'existing on
July 1, 1955' refer to rates of duty (however established, and even though
temporarily suspended by Act of Congress or otherwise) existing on the
date specified, except rates in effect by reason of action taken pursuant
to section 5 of the Trade Agreements Extension Act of 1951 (19 U. S. C.,
sec. 1362).

"(B) The term 'existing' without the specification of any date, when
used NA ith respect to any matter relating to the conclusion of, or proclama-
tion to carry out, a foreign-trade agreement, means existing on the day
on which that trade agreement is entered into.
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(d) Section 350 of the Tariff Act of 1930, as amended (19 U. S. C., sec. 1351),
is herebv amended by adding at the end thereof the following new subsection:

"(e) The President shall submit to the Congress an annual report on the
operation of the trade agreements program, including information regarding new
negotiations, modifications made in duties and import restrictions of the United
States, reciprocal concessions oblained, modifications of existing trade agreements
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in order to effectuate more fully the purposes of the trade-agreements legislation
(including the incorporation therein of escape clauses), and other information
relating to that program and to the agreements entered into thereunder."

SEC. 4. Subsection (b) of section 6 of the Trade Agreements Extension Act of
1951, as amended (19 U. S. C., sec. 1363 (b)), is hereby amended by striking out
the second sentence thereof.

Passed the House of Representatives February 18, 1955.
Attest: RALPH R. ROBERTS. Clerk.

ADDITIONS TO H. R. 1 TO ACCOMPLISH THE AMENDMENT OF THE PERIL POINT AND
ESCAPE CLAUSE IN A MANNER ADEQUATE TO CORRECT THREE MAJOR DEFI-
CIENCIES IN THE PRESENT APPLICATION OF THOSE REMEDIES

The following amendments of the peril point and escape clause, in the form of
sections to be added to H. R. 1, are intended to accomplish these objectives:

1. To make these remedies apply to the individual producers, or segments of
an industry producing the particular article affected by import competition.
This amendment is required to overcome the established administration of the
present escape clause which in effect requires an entire industry to be seriously
injured before these remedies are applied for the benefit of the producers or the
segment of an industry actually concerned with the production of the particular
article.

2. To make the Tariff Commission's findings ol Injury and recommendations
for necessary relief binding upon the President unless the Congress, upon receipt
of a proposal by the President recommending that they be overruled on national-
interest grounds, concurs by joint resolution within 60 da.Ns of the receipt of the
President's communication. In the past the President's advisers have persuaded
him to overrule the Tariff Commission in two-thirds of the instances in which
the Commission has found injury and recommended relief. Since the peril point
and escape clause represent congressional policy, and the Tariff Commission is
the agent of the Congress, the Commission's findings and recommendations deter-
mined under the standards prescribed by the Congress should be accepted by the
Executive as congressional policy determinations unless the Congress, upon being
apprised of particular national-interest reasons, concurs that in individual cases
Its particular policy expressed through the determinations of its agent, the Tariff
Commission, may be overruled.

3. To make it possible for the Tariff Commission to reconsider as a separate
item apart from its conventional inquiry into the economic effect of imports on
the established commercial operations of domestic producers, etc., the entirely
separate situation of whether or not increased imports due in whole or part to
tariff concessions are causing or would be likely to cause or threaten serious
injury to the plant capacity or reservoir of skilled manpower determined b.N the
Office of Defense Mobilization to be a part of the Nation's mobilization base.
In particular situations the level of productive capacity and manpower required
for national defense, as determined by the Office of Defense Mobilization, acting
for the President under the Defense Production Act of 1950, as amended, could be
impaired by import competition prior to the time that serious injury would be
deemed to have occurred on purely economic grounds to the commercial opera-
tions of the producer, segment of industry, or industry concerned.

The text of these amendments as proposed sections to H. It. 1 follows:
SEC. 5. (a) Subsection (a) of section 3 of the Trade Agreement. Extension Act

of 1951 (19 U. S. C., sec. 1360 (a)), is hereby amended to read as follows:
"(a) Before entering into negotiations concerning any proposed foreign-trade

agreement under section 350 of the Tariff Act of 1930, as amended, the Presi-
dent shall furnish the United States Tariff Commission (hereinafter in this
Act referred to as the "Commission") with a list of all articles imported into
the United States to be considered for possible modification of duties and other
import restrictions, imposition of additional import restrictions, or continuance
of existing customs or excise treatment. Upon receipt of such list the Com-
mission shall make an investigation and report to the President the findings of
the Commission with respect to each such article as to (1) the limit to which
such modification, imposition, or continuance may be extended in order to
carry out the purpose of such section 350 without causing or threatening serious
injury to the domestic producers, the segment of an industry, or the industry
producing like or competitive articles, or impairment of the national security;
and (2) if increases in duties or additional import restrictions are required to
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avoid such injury or impairment, or threat thereof, the minimum increases it
duties or additional import restrictions required. Such report shall be made
by the Commission to the President not later than 120 days after the receipt
of such list by the Commission. No such foreign-trade agreement shall be
entered into with respect to any article for importation into the United States
until the Commission has made its report with respect to such article to the
President. The President shall not enter into any such foreign-trade agreement
with respect to any article when the Tariff Commission's report herein pro-
vided for indicates that any lowering, reduction, modification or removal of the
then existing rate or rates of duties, import restrictions, or established cus-
toms treatment affecting such article would be likely to cause or threaten
serious injury to the domestic producers, the segment of an industry, or the
industry producing like or competitive articles, or impairment of the national
security. In any event, the President shall not enter into any such foreign-
trade agreement with respect to any article which would provide or result in the
lowering, reducing, modification or removal of the then existing rate or rates
of duties, import restrictions, or established customs treatment in excess of the
limit found by the Tariff Commission to which such duties, restrictions, or
treatment could be altered without causing or threatening serious injury to the
domestic producers, the segment of an industry, or the industry producing like
or competitive articles, or impairment of the national security. The Presi-
dent shall endeavor to secure in any such foreign-trade agreement increases in
duties, or the imposition of import restrictions or the addition of import re-
strictions with respect to any article which the Tariff Commission finds to be
required or desirable to avoid actual or threatened serious injury to the do-
mestic producers, the segment of an industry, or the industry producing like
or competitive articles, or impairment of the national security."

(b) Section 4 of the Trade Agreements Extension Act of 1951 (19 U. S. C.,
see. 1361 ), is hereby amended to read as follows:

"(a) Notwithstanding the provisions of section 3 (a) of this Act, whenever
the President finds that the national interest requires entering into a proposed
foreign-trade agreement under section 350 of the Tariff Act of 1930, as amended,
which, if it were to become effective, would (1) require or make appropriate
with respect to any imported article any modification of duties or other import
restrictions, the imposition of additional import restrictions, or the continu-
ance of existing customs or excise treatment, which would exceed the limit
to which the Tariff Commission reported under section 3 (a) such modification,
imposition, or continuance could be made or extended without causing or
threatening serious injury to the domestic producers, the segment of an indus-
try, or the industry producing like or competitive articles, or impairment of
the national security, or (2) fail to require or make appropriate the minimum
increase in duty or additional import restrictions required or desirable to avoid
such injury or impairment, he shall transmit to Congress a copy of the proposed
agreement together with a message accurately identifying the article or articles
with respect to which he proposes not to comply with such limits or minimum
requirements, stating his reasons for the action proposed with respect to each
such article. If either the Senate or the House of Representatives, or both,
are not in session at the time of such transmission, such proposed agreement
and message shall he filed with the Secretary of the Senate or the Clerk of the
House of Representatives, or both, as the case may be. Unless the Congress
by joint resolution concur in the President's proposed action with respect to
the article or articles with reference to which he recommends that such limits
or minimum requirements not be complied with, within 60 days of receipt of
the President's message, or within 60 days of the convening of the Congress at
the next session where the President's message is received while the Congress
is not in session, the President shall delete such article or articles from the
proposed trade agreement prior to concluding the same.

"(b) Promptly after the President has transmitted such proposed foreign-
trade agreement to Congress, the Commission shall deposit with the Commit-
tee on Ways and Means of the House of Representatives, and the Comumittee on
Finance of the Senate, a copy of the portions of its report to the President
dealing with the articles with respect to which it is proposed that such limits
or minimum requirements not he complied with."

(c) Subsection (a) of section 6 of the Trade Agreements Extension Act of
1951 (19 U. S. C., sec. 1363 (a)), is hereby amended to read as follows:

"(a) No reduction in any rate of duty, or binding of any existing customs or
excise treatment, or other concession heretofore or hereafter proclaimed under
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section 350 of the Tariff Act of 1930, as amended, shall be permitted to continue
in effect when the product on which the concession has been granted is, as a
result, in whole or in part, of the duty or other customs treatment reflecting
such concession, being imported into the United States in such increased quanti-
ties (either actual or relative) or under such conditions as to cause or threaten
serious injury to the domestic producers, the segment of an industry, or the
industry producing like or competitive products, or impairment of the national
security."

(d) Section 7 of the Trade Agreements Extension Act of 1951, as amended
(19 U. S. C., sec. 1364), is hereby amended to read as follows:

"(a) Upon the request of the President, upon resolution of either House of
Congress, upon resolution of either the Committee on Finance of the Senate or
the Committee on Ways and Means of the House of Representatives, upon its
own motion, or upon application of any interested party, the United States
Tariff Commission shall promptly make an investigation and make a report
thereon not later than nine months after the application is made to determine
whether any product upon which a concession has been granted under a trade
agreement is, as a result, in whole or in part, of the duty or other customs treat-
ment reflecting such concession, being imported into the United States in such
increased quantities, either actual or relative, or under such conditions, as to
cause or threaten serious injury to the domestic producers, the segment of an
industry, or the industry producing like or competitive articles, or impairment of
the national security.

"In the course of any such investigation, whenever it finds evidence of such
Injury or impairment, or threat thereof, or whenever so directed by resolution
of either the Committee on Finance of the Senate or the Committee on Ways
and Means of the House of Representatives, the Tariff Commission shall hold
hearings giving reasonable public notice thereof and shall afford reasonable oppor-
tunity for interested parties to be present, to produce evidence, and to be heard
at such hearings.

"Should the Tariff Commission find, as a result of its investigation and hear-
ings, that a product on which a concession has been granted is, as a result, in
whole or in part, of the duty or other customs treatment reflecting such con-
cession, being imported in such increased quantities (either actual or relative)
or under such conditions as to cause of threaten serious injury to the domestic
producers, the segment of an industry, or the industry producing like or com-
petitive products, or impairment of the national security, it shall so report to the
President. The Tariff Commission shall include in such report the extent to
which, and the time for which, it finds that-

(A) permanent withdrawal of the concession;
(B) modification of the concession;
(C) suspension of the concession in whole or in part;
(D) limitation of the quantity of the product which may be entered, or

withdrawn from warehouse, for consumption; or
(E) any combination of any of the foregoing

is necessary or desirable in order to prevent or remedy such injury or impair-
ment, or threat thereof. Within sixty days, or sooner if the President acts prior
to that time under subsection (c) of this section, the Tariff Commission shall
transmit to the Committee on Finance of the Senate and the Committee on Ways
and Means of the House of Representatives an exact copy of its report to the
President.

"(b) In arriving at a determination in the foregoing procedure the Tariff Com-
mission, without excluding other evidence of injury, shall consider as evidence of
injury the existence or likely occurrence of any of the following factors: a down-
ward trend of production, employment, prices, profits, or w ages of the domestic
producers, the segment of an industry, or the industry concerned, or a decline
in sales, an increase in imports, either actual or relative to domestic production.
a higher or growing inventory, or a decline in the proportion of the domestic
market supplied by domestic producers.

"(c) Upon receipt of the Tariff Commission's report, the President snall by
proclamation take such action as is found by the Commission and stated in its
report to be necessary or desirable to prevent or remedy such injury or impair-
ment, or threat thereof: Provided, That if the President finds that the national
interest requires that such action should not be taken, he shall, within 30 days
of the receipt of the Commission's report, transmit to Congress a message stat-
ing his reasons for proposing that such action not be taken. If either the
Senate or the House of Representatives, or both, are not in session at the time
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of such transmission, the mesage shall be filed with the Secretary of the Senate
or the Clerk of the House of Representatives, or both, as the case may be. Un-
less the Congress by joint resolution concurs in the President's proposal within
sixty days following receipt of the President's message, or within thirty days of
the convening of the Congress at the next session where the President's message
is receved while the Congress is not in session, the President shall by proclama-
tion upon the expiration of the said period forthwith take the action reported by
the Tariff Commission to be necessary or desirable .to prevent or remedy such
injury or impairment, or threat thereof.

"(d) When in the judgment of the Tariff Commission no sufficient reason
exists for a recommendation to the President that a concession should be with-
drawn or modified or a quota established, it shall make and publish a report
stating its findings and conclusions."

SEC. 6. The term "impairment of national security" refers to injury actual
or threatened to existing or projected productive capacity, or the number of
skilled, technical or scientific workers, determined by the Office of Defense
Mobilization or agency to which it has delegated the responsibility for such de-
termination to be a part of the Nation's mobilization base.

SEc. 7. (a) Section 2 of Public Law 464, 83d Congress (68 Stat. 360), is hereby
repealed.

(b) The President shall not reduce any rate of duty or grant other tariff con-
cession on any product which the Tariff Commission finds would impair the na-
tional security.

(c) The President shall withdraw any tariff concession heretofore or here-
after granted under section 350 of the Tariff Act of 1930, as amended (19 U. S. C.,
sec. 1351) which the Tariff Commission finds is causing or threatening impair-
ment of the national security.

Senator MILLIKIN. You understand that when the President does
not accept the recommendation of the Tariff Commission following
a finding of injury he has to explain the reasons to Congress?

Mr. LENHER. Yes, sir.
Senator MILLIKIN. You understand that Congress is free to accept

his explanation or to pass protective legislation?
Mr. LENHER. Yes, sir; I understand that.
Senator MALONE. Mr. Lenher, I understand your situation of be-

lieving, through all the publicity and everything for the last 21 years,
that we are unable to stop the extension of this act. But if you thought
it could be stopped, would you be in favor of just not extending the
act and allowing it to revert to the 1930 tariff law under which your
industry is protected on the basis of fair and reasonable competition?

Mr. LENITEE. Senator, I think the best answer I can give you to that
question is that I think our industry could live very well under the
1930 act.

Senator MALONE. In other words, if you thought that this could be
accomplished you would be in favor of reverting to the act?

Mr. LENHER. Yes; if this were not renewed we would be entirely
satisfied to revert to the 1930 act.

Senator MALONE. Well, are you in favor, if you had your way about
it, of reverting to the 1930 Tariff Act, instead of renewing this act
and leaving it in the hands of one man to determine whether you live
or die?

Mr. LENtIErn. Well, I think I have to stand on the statement which
I made in my brief, which goes along with an extension of the act with
the changes which we propose.

Senator MALONE. Well, if you did not get the changes you propose,
would you be opposed to an extension of the act?

Mr. LENHER. Yes, sir.

468
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Senator MALONE. Are you aware that a suit has been filed in the
United States district court questioning the constitutionality of the
act?

Mr. LENHER. Yes, Senator. I just saw a notice of that a day or
two ago. I believe it was a glassware group.

Senator MALONE. There is a suit for declaratory judgment filed
in the United States District Court for the District of Columbia by
the Morgantown Glassware Guild against George M. Humphrey,
Secretary of the Treasury of the United States Treasury Department,
and the complaint you will find in the February 28 Congressional
Record on page 1868. And any of the companies such as yours,
one of your companies, or all of them, could come in and determine
this matter. You are aware of that possibility?

Mr. LENDER. Yes.
Senator MALONE. Thank you.
The CHAIRMAN. Senator Carlson?
(No response.)
The CHAIRMAN. Senator Bennett?
(No response.)
The CHAIRMAN. Thank you very much.
The next witness is Gilbert Robinson.

STATEMENT OF GILBERT H. ROBINSON, FORSTMANN WOOLEN CO.,
PASSAIC, N. J.

The CIAIRMA N. Will you take a seat, Mr. Robinson?
Do you have a statement?
Mr. RomNSON. Mr. Chairman, I have a formal statement, but I

thought in the interest of expediting the hearing, I would file my
formal statement, if you would permit me to do so, and make orally
certain points, highlighting the statement.

The CHAIRMAN. Will you furnish copies of your statement?
Mr. ROINSON. I would be very glad to furnish copies.
(The statement of Gilbert H. Robinson follows:)

STATEMENT OF FORSTMANN WOOLEN Co., PASSAIC, N. J., PRESENTED BY GILBERT H.
ROBINSON, SPECIAL ASSISTANT TO THE PRESIDENT

My name is Gilbert H. Robinson and I am a member of the board of directors
and special assistant to the president of Forstmann Woolen Co. I am also presi-
dent of Forstmann, Inc., the company's sales agency.

The Forstmann Woolen Co., with plants located in Passaic and Garfield, N. J.,
specializes in the manufacture of woolen and worsted fabrics for essential ap-
parel purposes, both civilian and military It performs all of the operations from
the purchasing and sorting of the raw wool to the delivery of the finished fabric.

For the past 10 years or more, I have come to Washington on many occasions to
appear before congressional committees and administration committees to sound
a warning as to what would happen if tariffs on wool products were cut and cut
again from the levels last set by Congress in 1930. Frankly, on those previous
visits, I was chiefly concerned about a future injury. The impact of a devastating
world war, the inflated abnormal conditions of the postwar period, the strife in
Korea and the economic reactions which it touched off, have all combined to delay
and camouflage the results of the tariff cuts made on our products in 1939, 1945,
and 1948. In that period the specific duty on wool fabrics valued at over $2
per pound has moved downward from 50 cents per pound to 371/._ cents per pound,
and the ad valorem rate has been reduced from 60 percent to 25 percent. But in
the last 2 years the parade has definitely caught up with the band.

Based on our own actual company experience, and on our knowledge of what
has already happened in the wool textile industry of which we are a part, we know
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that we have been hurt, and badly hurt, by tariff rates that are already too low
to accomplish their purpose of counterbalancing the vastly lower costs of foreign
labor. Therefore, we are naturally very keenly apprehensive of any provision
or intent in H. R. 1 that would lead to a still further reduction of these duty
rates.

In fact, we firmly believe that the United States Tariff Commission, adequately
staffed and supplied with sufficient funds, and functioning as a fact-finding board
responsible only to Congress, should immediately undertake a detailed analysis
of all our tariff rates, industry by industry and product by product. Based on

these studies, recommendations should be submitted by the Tariff Commission
to Congress for whatever rate changes the facts warrant. The primary con-
siderations should be the military security and the economic strength of the
United States, and the maintenance of peak employment in this country, as well
as the economic strength of our allies, factors which are of basic importance not
only to us but to the existence of the free world. Congress should then act upon
these recommendations and promulgate whatever tariff policies, regulations or
rates will achieve these objectives.

At an informal conference conducted by Senator Barrett of Wyoming in con-
nection with the possible stockpiling of military fabrics, Assistant Secretary of
the Army Frank Higgins, under questioning by Senator O'Mahoney, stated very
definitely that no synthetic fibers had yet been developed that would serve as a
satisfactory substitute for wool and that all military fabrics in the foreseeable
future would be made entirely of wool. This statement, made on February 17,
1955, is the most recent of a long line of corroborations of the military essentiality
of wool fabrics in clothing our Armed Forces.

In the hearings before the Senate Committee on Agriculture and Forestry, in
connection with S 2911, a bill to provide for the development of a sound and
profitable domestic woolgrowing industry, under date of February 19, 1964, the
Honorable Ross Rizley, Assistant Secretary of Agriculture, testified:

"Importance of wool: The Congress and the President have declared the do-
mestic wool industry essential to our national security and welfare. Wool not.
only is important in our everyday living, it is a strategic item in our national
defense. We are producing less than one-third of our peacetime requirements.

"Our present level of production is equivalent to only about one-half the rate
of consumption for military use alone during World War II. The foreign wool
upon whieh we must rely to supplement our domestic production requires shipping
over sealanes from five to eight thousand miles. Dependence upon imports over
such extended supply lines in time of national emergency with the hazard of
sulinarines to ocean shipping is not wise nor sound planning."

This essentiality of the end product obviously reverts b)th to those who grow
the wool and those who convert it into fabrics.

It is a fact that in properly considering the problems which confront us, the
wool industry must be regarded in its entirety. It is a chain compo-ed of many
connecting links, starting with the raising of the sheep and the shearing of the
raw wool and not ending until the finished fabric is delivered to the ultimate
consumer. Anything which weakens or destroys a link in this chain tends to
weaken or destroy the entire wool operation. The problems of our woolgrowers
must also be the problems of our wool textile mills, because it is vitally im-
portant that there be a fiournishing woolgrowing industry in this country, even
though the supply of domestic wool is augmented by wool grown in foreign
countries. Conversely, the problems of the wool textile mills must be also the
problems of the woolgrowers. First, because we are their only market and,
second, because raw wool is of no avail in clothing our people until it has been
first converted into cloth. I stress this point, gentlemen, because of the con-
viction that the importance of the oneness and continuity of the wool operation
from the sheep to the consumer has been overlooked in the past.

Our own Governimment has recognized, in a most tangible way, the importance
of voolgrowing in this country and the further importance of stimulating the
growth of still more wool by providing a specific subsidy plan for the wool-
growers. Such a subsidy plan was considered necessary because the present

doty on imported raw wool from abroad is too low to achieve its intended pur-
pose. I applaud this further financial encouragement to the woolgrowers because
our company, for many years, has argued that it is in the national interest to
have a flourishing woolzrowing industry within our borders.

I submit, however, that if it is necessary for our Government to assist, through

subsidy, a part of the overall wool operation, then thought also must be given
to provide proper protection or relief to those who convert the raw wool for
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its end use. The wool which is merely grown, shorn, and stored in warehouses
is of no basic value to anyone unless you have the money, facilities, and skill
to buy it and process it and are in a condition to do so. From a national stand-
point, the money spent by the Government to encourage woolgrowing can well
be wasted if the problems of the converters are not met and solved. To do
one without the other would not only be wasteful but inconsistent.

In the light of these facts, what are the problems of the wool converters which
need such consideration? We do not maintain that the competition of imported
fabrics made by cheap foreign labor is the only worry that we face but we
do say, with all the emphasis at our command, that such foreign competition
is a most important factor in contributing to the present sorry state of the
wool textile industry. Your committee has been furnished with the latest avail-
able figures as to the disparity in labor rates between wool textile workers in
this country and abroad. You have been informed of the unusual importance
of this cost differential which no ingenuity on our part can overcome. You
have been given the statistics to show how the imports have risen since World
War II and you possess the facts as to reduced employment, reduced output,
reduced take-home pay and outright dissolution of firms thai have occurred in
recent years in our industry. It is, gentlemen, a sorry picture, hut it demon-
strates that not only should the tariff rates on manufactured wool products not
be lowered, it proves also that these rates should either be increased or that
some other form of reasonable protection should be afforded to one segment
of an operation, especially when the Gvernment is subsidizing another segment
of the same. Secretary of the Treasury Humphrey, in his testimony before this
committee, acknowledged that certain tariff rates must be raised to maintain
essential American industries.

I am informed that top Army officials estimate that during times of an armed
peace, the average soldier requires the equivalent of from 10 to 15 pounds of
clean wool per annum for his clothing needs. Assuming that the requirements
of men in the Navy and Marine Corps and Air Force are comparable and on
the basis of 3 million men in uniform this means that the Department of De-
fense requires the equivalent of between 30 and 45 million pounds of wool clean
per annum. This is roughly between 30 percent and 45 percent of the amount
of wool raised in this country per year and it is approximately between 12
percent and 18 percent of the wool consumed by the wool textile industry in
1954. However, during the height of World Ward II each man in uniform re-
quired 26 pounds of clean wol or its equivalent per annum and 11 million
people in uniform at that time had an annual requirement of 2,16 million pounds
of clean wool. It is reasonable to assume that if world war III came upon
us (which we devoutly hope will not be the case) our wool requirements would
certainly be no less. At such a time, in addition to the purely military re-
quirements, the civilian population at work in the home, office, and factory also
must be clothed at least to the minimum standards of health and decency. There
is the further possibility, as happened in Worly War II, that we would have
to supply additional quantities of fabrics for our allied forces and for some such
program as lend-lease.

During World War II, the wool textile industry by good management, in-
genuity, and working the clock around, was able to meet this essential burden.
Since that period of the 1940's the size of our industry has been reduced by the
complete liquidation of at least 137 wool textile mills. This does not include
those that have moved or were combined with other firms.

Our industry is still equipped to take care of the entire wool fabric needs of our
country in times of peace. In fact, this is why every yard that is imported
means one less yard manufactured here but the industry is none too large to
take care of the pyramided needs that would come upon us in the event of
another global war. It is our contention that this is an emergency for which we
must be prepared. Being prepared means not only that the requisite ma-
chinery and equipment shall be in place and in condition to run. It also means
that people with the necessary experience and skill must be immediately avail-
able to run them.

If more wool textile mills are forced to liquidate, if more of their machinery
is sold for scrap, and if more of their workers are laid off, the necessary pro-
duction potential or what has been referred to as the defense base will no
longer be available should an emergency arise. We would then be forced to
rely for our supplies of essential defense items upon the facilities of our allies
which are far closer to the camps of a potential enemy and the products of
their factories would have to be transported across broad oceans. Aside from
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our personal interest and aside from the thousands of employees who depend
on our industry for their livelihood, we contend that this would be an una
warranted trifling with national defense. We maintain that the wool textile
industry should be properly and fairly protected by quotas, tariff rates, or
some other device against foreign labor that is paid from one-fourth to one-fifth
of what our employees receive (and in the case of Japan, one-tenth) in order
that our facilities may be available when required.

In comparing imports with domestic production, many people have been de-
ceived by what they feel is a very low ratio of the former to the latter. On
previous occasions, we have pointed out that imports produced by low-cost
labor have a destructive effect upon our domestic market far in excess of their
actual volume or percentage relationship but we are prepared to take this
analysis somewhat further. For example, in the year 1953 total imports of
wool fabrics on the basis of linear yards were 5.6 percent of domestic production.
However, in making such a comparison similar fabrics should be compared with
similar fabrics because that is where the competition arises. Our own Gov-
ernment recognizes the importance of similarity because in our official tariff
schedules pertaining to wool fabris, the following provision was written into
the schedules adopted at Geneva in 1947 and which became effective in 1948:

"Right reserved by the United States to increase to 45 percent the ad valorem
part of the rate on any fabrics which are entered in any calendar year in excess
of an aggregate quantity by weight of 5 percent of the average annual production
of similar fabrcs in the United States during the three immediate preceding
calendar years." (Italics ours.)

We know from long experience in the market that the wool fabrics imported
into this country are predominantly made entirely of wool. That is to say, there
are very few such fabrics in which the wool is blended, either with cotton or with
synthetics. We also know that in considering domestic production, there are
many so-called wool fabrics in which cotton fibers and synthetics find a place
in the so-called blends. We also know that the imports are for civilian purposes
and not military. Therefore, we consider it logical and fair to compare the im-
ports with their domestic counterpart-ci iliau fabrle,, made if all wool.' 'We
know from our intimate knowledge and personal market experience that in com-
paring similar with similar, i. e., all wool with all wool, the ratio of imports to
domestic production is nearer 25 percent than the 5.6 percent which overall
figures produce.

The important point is not so much whether this ratio of imports to domestic
production is 5 percent or 6 percent or even roughly 10 percent. The point with
which to conjure is the fact that these percentages have been growing steadily
since 1946 and under the present setup, we have no means of knowing what
greater share of the domestic market may be captured by foreign mills, especial-
ly when the low-cost mills of Japan begin to make their full impact felt.

We hear much about the uncertainties faced by those foreign concerns who
would sell their fabrics here because our Government policy frequently comes
up for review. How much greater is the uncertainty faced by our domestic pro-
ducers who must sell their full production in thiq country.

By way of summary, we have endeavored to emphasize:
1. If one-half of the wool operation (namely woolgrowing) requires the added

help of a Government subsidy because of its essentiality ill war and peace, the
other half of the same operation which converts that wool for essential use like-
wise requires not less but more protection than it is currently receiving.

2. That in order to insure aa industry sulicieoti. equipped an~d adequately
staffed to meet the emergency needs of the country in producing an essential
supply for war, as well as a requisite supply for peacetime livin,-, steps should
be taken to prevent any further dissolution of the industry of which we are a
part.

3. Because of the fact that the rising ratio of imports to similar fabrics pro-
duced here has already progressed beyond the danger point set by our own Gov-
ernment, we submit that the wool textile industry should not be made a sacri-
ficial lamb in an attempt to solve a problem which should be a common respon-
sibility of every industry and each citizen.

We hear it stated that the tariff-cutting provisions of H. R. 1 will not be
used to damage any American industry or to cause unemployment among Its
workers. If this be true, it is difficult to understand the urgency that has been
expressed for the passage of this legislation. We bow to no one in our desire
to see the military security and the economic well-being of our entire country
kept at the highest possible pitch, especially because we believe that the strength
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of America is In fact the keystone of the entire free world. We do not believe.
however, that the provisions of H. R. 1 will accomplish this worthy objectil e. On
the contrary, we believe that it will tend to dissipate our country's economic
strength, because lowered production and unemployment in one industry rapidly
expands to others and adversely affects the entire economic web. Therefore, we
are opposed to the enactment of H. R. 1, especially in its present form.

The CHAIRMAN. Please proceed.
Mr. ROBINSON. My name is Gilbert H. Robinson. I am a member

of the board of directors and special assistant to the president of
Forstmann Woolen Co.

I am also president of Forstmann, Inc., the company's sales agency.
Our mills are located in Passaic and Garfield, N. J., and we devote

our attention to the manufacture of woolen and worsted fabrics foi
essential apparel use both civilian and military.

We are a completely integrated company. We take the wool from
the back of the sheep and prepare it and finish it in a cloth form ready
for the needle.

Our company, ever since its inception, has urged that the woolen
manufacturing industry and the woolgrower being sufficiently pro-
tected so that at all times we would have a strong and healthy industry.

I personally for the past 10 years have appeared 3 times before this
committee in opposition to the Trade Agreements Act. I will admit
frankly, gentlemen, that on my previous appearances here I had been
anticipating future injury that would result due to the reduction of
duties on woolen and worsted fabrics coming into this country.

In 1939 and 1945 and again in 1948, these duties were reduced so that
the net effect or result was that the duties which in 1938 were 60 per-
cent ad valorem are now 25 percent. And the specific duty went from
50 cents a pound to 371/2 cents a pound. Now, the effect of these re-
ductions was camouflaged and covered up by World War II, post-
conditions of World War II, and then eventually the Korean
situation.

Gentlemen, I now come before you speaking of our company and of
the industry of which our company is a part and saying that we are
seriously hurt, and that the impacts of these previous cuts are now
felt. Any further cuts contemplated under tI. R. 1 are just unthink-
able, and there will be no wool and worsted manufacturing industry
unless something is done about our present condition.

I have quoted here-and this is directly from my statement-what
we believe regarding H. R. 1, and what we believe should take its
place. And having listened here for 2 days to testimony, I am quite
sure that we are very close to the thinking that has been expressed
by Senator Malone. And I quote from my statement:

We firmly believe that the United States Tariff Commission, adequately staffed
and supplied with sufficient funds, and functioning as a factfinding board re-
sponsible onlv to Congress, should immediately undertake a detailed analysis of
all our tariff rates, industry by industry, and product by product. Based on
these studies, recommendations should be submitted by the Tariff Commission
to Congress for whatever* rate changes the facts warrant. The primary con-
siderations should be the military security and the economic strength of the
United States, and the maintenance of peak employment in this country, as well
as the economic strength of our allies, factors w',ich are of basic importance
not only to us but to the existence of the free world. Congress should then act
upon these recommendations and promulgate whatever tariff policies, regula-
tions or rates will achieve these objectives.
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That brings me to the next important point, which is the essentiality
of our industry in times of national crisis, and our contribution to the
security of our country.

I am going to take just a minute, if I may, to quote from a letter
which is one of many we received at the conclusion of World War II.
This was addressed to the head of our company, Mr. Curt Forstmann,
at that time, from Lieutenant General Gregory, Quartermaster Gen-
eral. He said in part:

The records of the Quartermaster General reveal that during the period
from June 1942 to the end of hostilities, the Forstmann Woolen Co. supplied
the armed services with approximately 12 million yards of various types of
fabrics. The records also reveal that the Forstmann Woolen Co. repeatedly
undertook the production of new and difficult-to-manufacture cloth which other
producers were reluctant to attempt, and that on occasions when the industry
as a whole encountered difficulties in meeting Army specifications the Forstmann
Woolen Co. utilized its research and development facilities to minimize and
overcome these difficulties. In short, the Forstmann Woolen Co.'s contribution
to victory was consistently outstanding, a contribution for which you and
your entire organization are herewith unqualifiedly commended.

We are very proud of that letter. And we had others similar to
that from other services.

Now, just a little over 3 weeks ago I had the privilege of attending
an informal committee meeting called by Senator Barrett to discuss
the conversion of the CCC wool stockpile into service fabrics.

Incidentally, we personally, our firm and most of our associates
in the industry, heartily endorse that, because we believe that it puts
fabrics into a condition where they will be ready in case of an emer-
gency, and at the same time it would convert wool into cloth and
give much needed employment.

Senator Millikin, I believe, of this committee, was in attendance
at that hearing.

Specifically, Senator O'Mahoney asked Assistant Secretary of the
Army Higgins this question:

We know that you have been making a thorough study of synthetics and
their application in uniform fabrics. What have you found out?

Answer. Uniform cloths today are specified as all wool.
Question. Then I take it that there is no substitute for wool?
Answer. As of today there is no substitute for wool.

And that, sir, brings us right up to date as to the importance of
wool and worsted fabrics in time of national emergency.

Also revealed at that hearing, was what the Army considered re-
quirements of wool in cloth as far as each man was concerned, per
year. And the figure quoted was 10 to 15 pounds per man, per year,
on a clean basis. Applying that same figure to the approximately
3 million men under arms today, that would mean that we would
need annually for the services at their present size somewhere between
30 and 45 million ponds of wool clean.

In relation to what wool is raised in this country today that is
30 to -15 percent of the total production. And that is on a peace-
time basis. In relation to what was produced last year it is some-
where between 12 and 18 percent of the cloth that was produced, wool
that was consumed in the industry.

Then if you revert to the figure, which I recollect very well,, which
prevailed in World War II, namely, 26 pounds clean per man, per
person, and recognizing that 11 million people were under arms in
World War II, you arrive at the astounding requirement of wool
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in terms of cloth of 286 million pounds, which is greater than the
amount of wool that was consumed in 1954, and almost 3 times the
amount that was raised in this country last year.

Then put upon that the requirements of giving a minimum amount
of cloth to civilians, and perhaps meeting the requirements that we
had to face in World War II, the requirements of our Allies, and you
can see exactly how essential and how important that particular pic-
ture is as far as our national security is concerned.

We have always, as a firm, believed that the wool growing and the
wool manufacturing are really one industry, that we are ahalf and
they are a half of a very important whole. And as such, we have al-
ways believed, and strongly encouraged, felt that the woolgrowing
industry should be encouraged to be strong and to produce wool here
at all times for both civilian use and the national emergency picture.

When the Congress last year recognized that by passing the Wool
Act, which in turn furnished, beginning, effective, I believe, April 1,
a subsidy to the wool grower with the idea of seeing that he got a fair
amount for the wool he raised, and would encourage him to increase
his flocks and thus increase the wool production in this country; we
applauded it, and we believed that it was the right thing to do. But
we also feel very definitely that Congress must take into consideration
this other half of the industry; namely, the wool-manufacturing in-
dustry, because there is something that perhaps most of you don't
realize, that the only place that the wool raised in this country can be
converted into cloth is in the wool-manufacturing industry of this
country, and nowhere abroad, right here.

Now, let me detail just for a minute the serious situation that does
exist in our industry today. It is deplorable-and I use that word
very advisedly. A few years ago, in 1948, there were 195,000 people
specifically employed in what is recognized as the woolen and worsted
industry of the country. Today there are less than 95,000. In our
own Passaic and Garfield area there were 13,000, today there are less
than 5,200. And as a matter of record, in the past 3 years there has
been a liquidation of our industry of something like 137 firms-and
this does not include the blending together, or putting together of
firms, or the removal from the North to the South.

Productionwise, the peak was something over 600 million yards,
and today it is less than 300 million, less than half. And the papers
are full of the unprofitable conditions that exist in the woolen and
worsted industry.

The CHAIRMAN. Do you attribute that condition to the foreign
imports ?

Mr. ROBINSON. I was just going to make that statement, Senator.
I recognize, sir, that automobiles with their two tones, and television,
are competing for the American dollar. I also recognize the strides
that have been made in synthetics and the use of synthetics in cloth,
both in combination with wool and in combination with other fabrics.
But I do say, I am positive both from my own experience and my
intimate knowledge over 15 years with the business, that import are
the oTeatest single factor that contribute to this condition.

Senator MALONE. What is the total amount of woolens of that char-
acter used in the United States at the present time, including imports,
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as compared to a few years ago? Or, to get at it another way, is
there a decrease in the use of woolen goods altogether?

Mr. ROBINSON. The domestic production, as I just testified, has
gone from 600 million yards to less than 300 million. That is 50
percent right there.

Now, your imports have expanded some 450 percent. Now, those
figures are still relatively small.

Senator iMALONE. But that is not quite the answer. Regardless of
400 percent, you would have to know how much it was in the first
place. Do the imports plus your manufacture equal what you man-
ufactured before the lull?

Mr. ROBINSON. No, it does not.
Senator MALONE. What is the difference?
Mr. ROBINSON. The difference is still substantially off from the

overall peak. But I think that overall peak was an exaggerated fig-
ure, too, due to the starvation of the civilian population at that time.

Senator MA/ELONE. You mean there was a quota on what the civilians
could get?

Mr. ROBINSON. That is right. They were actually limited, and they
were put into certain straitjackets durinX the war as to the kind of
clothes, and they were very, very scarce indeed.

At one time our mill was 100 percent Government work.
Senator -MALONE. Including the Government work, do the imports

and the nimount of manufacture now produced-whnt I am trying to
get at is this-has there been a decrease overall in the use of woolen
goods?

Mr. ROBINSON. There has been a decrease from the peak, but the
overall-

Senator MALONE. The peak was the Army peak?
Mr. ROBTNSON. That is riqht.
Senator MALONE. I am talkin about the regular peak.
Mr. ROBINSON. I would say that the average today is very close to

where it was in the prewar picture, around three to four hundred mil-
lion pounds.

Senator MALONE. What it would have been if you had no emer-
gency?

Mr. ROBINSON. That is right.
Senator MALONE. But the imports now have taken a considerable

sector of your business on that basis?
Mr. ROBINSON. That is right. It has come up substantially. But

the important thing there, too, sir, is this, that the imports set the
level at which you have to sell the goods, in other words, they dictate
the price. And I have here, if I may show you, sir, 4 or 5 samples.

Senator MARTIN. Mr. Chairman, might I ask a question?
The CHAIRMAN. Yes, sir.
Senator MARTIN. I am fully in sympathy with your position, Mr.

Robinson. But a moment ago you were advocating the plan of
makinfr up into clothing-or stockpiling for military purposes.

Mr. ROBINSON. Yes, sir.
Senator MARTIN. Do you think that that is economically sound?

Over the years the color and the weights for military uniforms and
blankets, and so forth, changTe about once every 5 years.

Mr. ROBINSON. Yes. I believe it is sound. And these are the reasons.
My understanding is that there is something in the neighborhood of a
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hundred million pounds of wool either there or about to be there.
We know, having participated in the selection of the color, that the
Army uniform is to be a new color, beginning in 1956-in fact, they
have bought 6 million yards here just recently.

Senator MARTIN. And it may change before that period comes
around, to another color?

Mr. ROBINSON. My guess, sir, would be that that color, which is now
replacing a color which has prevailed for some 15 or 20 years, will
probably stand for quite some time.

And it was also brought out in the meeting the other day that even
where we have a supply of the old o. d.-which is the former color-
that they have made arrangements with one of our allies abroad to
take off the shelves whatever they have, which is perhaps overhanging-

Senator MARTIN. But that is a contribution, isn't it? We are not
getting any money in return for it.

Mr. ROBINSON. I understand, sir.
Senator MARTIN. I am fully in sympathy with you; I am just talk-

ing about this from an economic standpoint. It makes our military
appropriations so expensive in comparison with those of other
nations-i can show you my own military wardrobe, the number of
times the color and weight has changed for blankets and uniforms
and overcoats, and so on and so forth-and we have got I don't know
how many million dollars' worth of cloth now on hand. And we are
paying strage on it. It is just economically unsound.

Now, what I want to do is get this thing on an economic, sound
basis.

Now, I think we are importing too much wool. And I think we
are importing too much finished cloth. I agree with you fully on
that. But I don't agree with you on the plan of stocking up in our
Defense Department a lot of cloth that will probably become moth-
eaten, and so on. The psychological effect on the men is not good
when they have to use that old cloth.

Mr. ROBINSON. Senator Martin, I think I can answer that with
your own argument, sir. In the first place, it would be the most eco-
nomical thing that this country could do, because they could utilize
wool that is sitting there doing nothing and taking up very expensive
storage space by converting that into cloth at this time, with the
conditions that exist in the textile industry, where we, for example,
are desperate for work-we would figure with the pencil's end right
up to the eraser in order to get that business-and I think that would
apply right straight through the entire industry-in other words, the
conversion of this wool could be, and should be done at probably the
lowest figure within the foreseeable future.

Senator MARTIN. When you don't need a thing, it doesn't make
any difference what the price may be; to purchase it isn't sound
business.

Now, there is another thing. The armies in the future are not going
to be as large in number as they have been in the past, because mecha-
nization and motorization and all those things have changed the
whole concept.

Now, I am in sympathy with you, but I just don't feel that that is
a very sound argument, to have the Defense Department of our coun-
try, which is now costing so much money-and we are up against such
a terrible proposition for taxes; the people need tax relief, and all
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those kinds of things-it just doesn't jibe with my way of thinking,
although I am fully in sympathy with you.

Senator BARRETT. Will the Senator yield to me at this point?
Senator MARTIN. Yes.
Senator BARRETT. The cost of the wool in the Commodity Credit

Corporation is $150,000 a month; isn't that right?
Mr. ROBINSON. It was so testified; yes.
Senator BARRETT. If this stockpile of wool in the hands of the

Commodity Credit Corporation were converted into fabrics, how long
would that last as far as the needs and the requirements of the Military
Establishment is concerned?

Mr. RoBINSON. If you will accept my figures-and this is the third
point that I was going to come to-even on the basis of the present
3 million men, they need 30 to 45 million pounds of wool clean, so at
the most it would be an amount under the present conditions of a little
more than 2 to 3 years at the outside.

Now, if you had an emergency situation, such as I described, where
you had approximately 11 million men-or let's say half that-with
11 million men it would still require 286 million pounds clean, and
we are talking about a hundred million. In other words, it would be
one-third of that on an 11 million basis, or on the basis of 5.5 million,
half that.

Senator BARRETT. What about this moth-eaten proposition that
Senator Martin mentioned?

Mr. ROBINSON. The greatest danger of destruction on wool is in
its raw state, and once you have converted it into cloth, it is much
easier and much surer to keep that cloth by certain precautionary
steps and measures, to keep that cloth in a 100-percent sound condition,
as against the situation where it is in the raw.

Senator BARRETT. Senator Martin served in the Spanish-American
War. Isn't it a fact that we used in World War I fabrics that were
made up for the Spanish-American War; in World War II fabrics
that were made up for World War I; and in the Korean war fabrics
which were made up for World War II?

Mr. ROBINSON. That is my understanding.
Senator MARTIN. Mr. Chairman, I don't know whether any of you

were commanding officers, but if you were, you realize the hell that
the men raise when they get mothball-smelling clothes and something
that ought to have been used 25 years before. We had it in rifles, and
so on and so forth, and it is one of the silly things that we do in the
United States. And it makes defense, the cost of defense, entirely
tod high.

Now, I am in sympathy with you, because I was a woolgrower at
one time, and I was put out of business, and I had then to find some
other kind of business to get in, so I became a lawyer, and I have been
troubled ever since. If I had kept on growing wool, I might have
been happy.

Senator MALONE. Do you remember in World War I when they
issued those awkward woolen blouses to the men with the tails hiked
up? I had a battery of 200 men in France, and I had a little difficulty
with them.

Senator BARRETT. Might I ask a question here on this other point?
Now, as I understand your statement, Mr. Robinson, the fact that

cuts have been made in the tariff on your products, in 1939 and in
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1945, and again in 1948, did not have any effect because of the inter-
vention, first, of the depression of the 1930's, and then of World
War II, and then of Korea, but today they are beginning to take
their toll, and 137 of your mills have been closed completely'?

Mr. ROBINsoN. That is exactly right.
Senator BAii.IEr. Now, I would like to have you relate the exact

difference, as far as a suit of clothes is concerned, with the tariff. As
I understand, the tariff specific on wool has been reduced from $2 to
$1.50 a pound. Is that not right?

Mr. ROBrNSON. The specific wool duty in cloth has been reduced
from 50 cents a pound to 371 cents a pound. That is supposed to be
comparable to the reduction that was taken in raw wool from 34 cents
to 251/2 cents; yes, sir.

Senator BARRErr. And the ad valorem has been reduced from 60
to 25 percent for the cost of that particular cloth; is that right?

Mr. ROBINSON. Exactly; yes, sir.
Senator BARRETT. Now, then, take a suit of clothes, how much

would that really amount to, that reduction from 60 to 25 percent?
Mr. ROBINSON. Well, let's see. I think I can work it out.
I have here a piece of men's wear, sharkskin cloth that we produce

and we sell for $6.25. Here is a piece of goods-and you can take
my word for it, it is a good piece of goods-and the landed price is
$3.82. Now, that is the price that that is landing today on the basis
of the 25 percent ad valorein and the specific 37 .

Now, of course, we have got to assume that this cloth, of which it
takes 3 or 31 yards to make a suit of clothes, if this were-let me say
this first: It is impossible for me to compete with it, we can't pro-
duce this cloth at this selling price, it is just impossible. And then,
if you were to relate it to the finished suit, it would probably figure
somewhere around $20, $15, depending on what kind of labor you
used in the makeup of the garment itself.

And with that kind of margin, naturally, the fellow is going to
buy the Japanese cloth and not my cloth.

And if I might show it, here is the sharkskin about which I am
speaking. Here is a piece of gabardine from Italy, compared to our
gabardine. Here is some soft women's wear suitings. Here is a coat-
ing in direct competition to one of our biggest fabrics of last season-
it was big until this competition came into the picture.

That is a piece of goods from Spain.
The CHAIRMAN. From what country come the most imports?
Mr. ROBINSON. At the present time England, in the overall, is still

the biggest supply of foreign goods into this country. But in recent
seasons and recent years there has been a tremendous increase from
Italy. And now the German industry is getting going. And just as
we are beginning to face that situation, we have this threat from
Japan.

I had an experience, if I may relate it-I had a very good customer-
you recall I said I was in the sales end of the business, so of my own
personal knowledge I know these thing-s-I was talking to a customer
of ours, and we had just recently brought out a very beautiful all-
worsted flannel. And we brought it out kind of like we would, to be
very honest with you, kind of like we would figure the Army goods,
because we wanted to keep our personnel staff together, we wanted
to keep producing. And we put a price of $4.95 on it. I showed it
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to the customer the other day and I said, "I want all your business
on this."

He said, "I am sorry, you are 6 months too late."
I said, "What do you mean?"
He said, "I am buying this goods from Japan today and paying

$3.75."
Senator MARTIN. And what was your price?
Mr. ROBINSON. $4.95, a differential of $1.20. And this was the piece

of cloth that we had figured up from the pencil end right up to the
eraser.

The CHAIRMAN. Is the quality identical?
Mr. RoBINSON. We like to think that we make a little better quality

than anybody else, but I would say that for the layman, the person
-who isn't in'this business and living it 24 hours a day, it would be
recognized as a very good piece of goods.

Senator BARRETT. Mr. Robinson, is the average price of your wor-
sted about $6, or would it be $7?

Mr. ROBINSON. I would say that is a fair figure. As a matter of
fact, our overall average-our men's wear sharkskin goods, I think,
,are $6.75, yes.
I Senator BARRETT. Would you compute the change in the tariff from,
say, 60 percent of that valuation, is that the way you are deriving it?

Mr. ROBINSON. Unfortunately, sir, as has been brought out in this
picture-I am glad you brought that up, because it isn't a question of
going back to the 60 percent we had in 1938-since that time I have
heard testimony, as everybody in this committee is aware of, as to the
fact that we have had a devaluation of the pound, a devaluation of the
franc, and all-

Senator BARRETT. There are so many things entering into this
picture.

Mr. ROBINSON. Yes.
Senator BARRETT. Now, as I figure it, with the tariff alone, it would

be $2.75?
Mr. ROBINSON. That is right.
Senator BARRETT. And at three or three and a half yards to a suit

of clothes that would be $8.25 ?
Mr. ROBINSON. That is right.
Senator BARRETT. And you have got to add the drop from 50 cents

to 371/2 cents, so that is something else to be figured in.
Senator WILLIAMs. That was removed in the reduction of the tariff

in 1939, is that right, in one suit of clothes?
Mr. ROBINSON. That is right.
Senator BARRETT. And, of course, you have got the matter of all

these other reductions as far as the value of the pound, the franc, and
so on, are concerned that have been devalued. And in addition to
that, of course, you have got the labor factor.

Mr. ROBINSON. The labor factor is the guts of this thing. Anybody
knows that story. We are paying in our industry an average of $1.70-
1 heard the gentleman from North Carolina, Congressman Dorn, say
yesterday that they had been paying out in his area $1.29, but they also
ive them houses for $5 or $10 a month. I think that is great but it

doesn't help the New England area. But what is most important
against that we have the 35 to 40 cents an hour which is paid abroad.
I have been in north of England, where I had the privilege of seeing
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conditions firsthand. And in France they are paying 35 cents, in Italy
.30 cents. And now this German business is building up, and they are
about 30 cents an hour. And all of that goes against our figure, which
is 4 to 10 times as great.

Senator FLANDERS. Let me ask vou this one question. If you were
to disregard the differential in the labor costs between England and
Europe and Japan and this country, and confine it solely to this reduc-
tion in the tariff, which you say is now for the first time becoming
effective in closing these factories right and left all over the country,
would the difference in the reduction in the tariff amounting to $9 for
a suit of clothes make it impossible for you to compete with foreign
countries.

Mr. ROBINSON. May I answer the question this way. I do not
believe-and you have gone through the actual mathematics of the
thing-I do not believe alone a restoration of duty to the former level
that prevailed in 1938 would do it alone. It would certainly help a
great deal. And we would welcome-we are at the point now where
we need every bone that is thrown in our direction-but it certainly
would help.

We have always believed-and I have so expressed our opinion
before this committee three different times-we have always believed
that a flexible quota was the answer.

Now, I heard the testimony here yesterday and the day before on
this matter of flexible tariffs. I really don't know what the answer is.
I know that the world picture has been taken care of by subsidies,
and maybe there should be a subsidy for the industry. But some-
thing has to be done to protect this other half of the industry, which
I think has certainly been recognized by the Congress as an essential
and basic industry that needs to be protected.

Senator MALONE. I would say to you that we kissed off the whole
industry by that act; we didn't protect it. They are afraid to put
their money in it now, and are slowly going out of business.

Mr. ROBINSON. Well, we have come to this point, sir, thinking that
it will help where it is the raising of the tariff or the introduction
of a flexible tariff, or a subsidy, or what we believe is a flexible quota
that we believe to be the solution, and something that we think it is
very vital and very important to institute in this industry, and to do
it very quickly.

I think a number of things have been brought up in the questioning,
'and I am very happy that they have, for I intended to bring them out,
as a more or less formal part.

There is one thing I think it is important to know, and that is
that the woolen and worsted industry in this country is nothing to
be ashamed of. It is a very efficient operation on the overall picture.
There are some figures that I obtained, and we put them in the record
on the House Ways and Means Committee, which indicate that we
operate some 50 to 80 percent more efficiently than our next highest-
paid group, the United Kingdom, but that cannot offset it. There
is no miracle solution to this.

The CHAIRMAN. What are the wages in the English woolen-fabric
industry?

Mr. ROBINSON. The figures that prevail there-let me give them
to you on an average--they average around 40 cents to 45 cents, as
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against our figure of $1.29 in the South and $1.70 in New England and
through the Passaic area.

Senator WILLIAms. That is on the basis of the present exchange
rate?

Mr. ROBINSON. That is fixed exactly on the basis of the present
exchange rate.

The CHAIRMAN. That same figure would prevail through middle
Europe?

Mr. ROBINSON. It is even less in middle Europe. I would be glad
to submit for the record a careful study that we made of this whole
wage picture. We got it from foreign countries, the International
Labor Office, Geneva, Switzerland, and the Department of Labor,
and so on. But the summarization of it would indicate that through-
out Europe it was even less than in England. I think it is 35 cents
in France and 30 cents in Italy.

Senator BARRETT. And much worse in Japan.
Mr. ROBINSON. My understanding is that it is below 20 cents;

the figure I have is 19 cents. I heard it testified to-and maybe this
applied primarily to the cotton industry-that it was 13 cents. But
it is under 20 cents, that I am sure of.

Senator BARRErr. We are 10 times higher in this country?
Mr. ROBINSON. Yes, sir. We are 10 times higher.
The CHAIRMAN. Those working in the woolen mills in the foreign

countries get more than those working in other textiles, cotton mills,
for instance?

Mr. ROBINSON. The only indication I had of that was the figure that
was quoted yesterday-I think again it was Congressman Dorn who
said that they were being paid 13 cents-and the figure that has been
worked out through our industry sources for the wool and worsted
industry is 19. So that might indicate a somewhat higher figure.
But it is still very, very low in relation to the picture that exists

The CHAIRMAN. Have you got any figures on the production of the
workers in this country as compared to the workers in other countries?

Mr. ROBINSON. We went to England, because it was assumed-and
I think quite rightly-that the north of England was the next most
productive area. And those figures show that we are some-well, here
it is. For instance, in 1952 in the United States 501 million square
yards were produced by 112,945 workers, and the square-yard average
was 4,445 per worker per year. In the United Kingdom at the same
time that figure was 2,435, which indicates quite clearly that we are
at least 50 percent more efficient.

The CHAIRMAN. Is that on an hourly basis or a yearly basis?
Mr. ROBINSON. This is a yearly figure.
The CHAIRMAN. Do they work the same number of hours?
Mr. ROBINSON. We worked less hours.
The CHAIRMAN. And then the investment, of course, is another

question. Is the investment in England larger or smaller as compared
to this country?

Mr. ROBINSON. Well, Senator, I had incorporated all of those figures
in the other statement and at your request I left them out. I am very
glad that you brought this up. It is in the statement that I made
before the House.

The CHAIRMAN. Will you do this, sir: Get up a statement on the
basis of the production per man-hour, and the wages per man-hour,
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the investment required per man on the same basis and straight down
the line. I don't want to take up your time now.

I have been impressed with your testimony. We have a woolen
mill in the city of Winchester, it is a backbone industry of the
community.

I would like those figures in a concise fashion.
Mr. ROBINSON. I am sure I can furnish them to you in the near

future. It is simply a question of putting them together.
I do not want to take any more of the time of the committee. I just

wish to say to you that we need desperately the help of this committee
and the Congress of the United States to help solve this problem.

The CHAIRMAN. Thank you, sir.
(The following letter was stubsequently received for the record:)

MARCH 16, 1955.
To: The Honorable Harry F. Byrd.
From: Mr. Gilbert 1-I. Robinson, Forstmann Woolen Co., Passaic, N. J.

When I appeared before the Senate Finance Committee on Tuesday, March 8,
you expressed interest in my testimony relative to the woolen and worsted textile
industry. You asked that we submit to you figures pertaining to production per
man, wages per man-hour, and investment required per worker for the woolen
and worsted industry in the United States as compared to the textile-producing
areas of Europe and Japan.

Pursuant to your request, we respectfully submit the following information:
I. The figures which we gave to the House Ways and Means Committee had to

do with the production per man per year in the United States in relation to the
recognized next most efficient textile area, namely, the United Kingdom. (Please
see chart No. 1.) It is readily seen from these figures that in the most recent
year, 1953, the production in the United States was 3,849 square yards per
worker, as against 2,467 square yards per worker in the United Kingdom. This
ratio shows clearly that the worker in the United States produces 50 percent more
than his counterpart in the United Kingdom.

We have endeavored to secure equivalent figures for other areas of Europe, as
well as Japan, but have no dependable figures to submit to you at this time. How-
ever, we are sure that when modern equipment and machinery are introduced in
an area such as Japan, with supervision of the local people by experienced and
trained technicians from the United States, there is no reason to believe that
overall efficiency wouhl be any less than that of the most efficient manufacturer in
this country.

II. Pertaining to wages per man-hour in the United States compared to other
textile-producing areas in the world, we submit the figures as shown on chart No.
2. These figures are the gross amount of wages paid per week divided by the
number of hours worked per week.

There are no miracles of management or efficiency that will overcome such
wage differentials as these.

III. Pertaining to the investment required per man, factors such as public con-
fidence and depreciation policies, as well as many other elements, have a substan-
tial effect in determining values in any given time. To equalize all of these var-
iables, it is necessary to start from scratch. To build and equip a new, modern,
medium-sized, fully integrated woolen and worsted textile mill would cost at
today's prices: $10,000 per worker in the United States, $3,000 per worker in
Europe, $1,500 per worker in Japan.

These figures are arrived at after a very careful study by our vice president in
charge of purchasing, and by our chief engineer, who, because of their years of
experience in their fields, we believe are especially well qualified to answer this
question. (Please see chart No. 3.)

Based on competitive figures for wool textile machinery, a European wool tex-
tile mill could purchase such comparable machinery at prices at least 30 percent
lower than those available to an American mill.

European building construction costs vary greatly from country to country. In
some cases, materials are scarce, but labor rates in building trades are generally
less than one-fourth of those in America. European climate would necessitate
less air-conditioning and humidification than here. It would cost at least 30
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percent less to build a comparable textile building (same floor area) in Europe
than in America.

Because of low labor rates in Europe and Japan, full recognition has been
given in the above figures to the fact that less labor saving devices and automatic
controls would be installed, and more people would be employed in proportion'to
output.

We believe these figures very clearly point out the tremendous disadvantage
that the woolen and worsted textile industry in this country operates under in
relation to the same industry in foreign countries. Something must be-don4#to
protect this essential, basic industry.

CHART No. 1.-Comparison of output per worker

UNITED STATES

Production of
woven wool Average Square

Year apparel fab- number of yards per
rics (square workers worker

yards)

1953 ---------------------------------------------------------------- - 458, 000, 000 119, 000 3, 849
1952 ----------------------------------------------------------------- 501, 000. 000 113, 000 4, 434
1951 510, 000, 000 125, 000 4,080
1950 ----------------------------------------- 587, 000, 000 144, 000 1 4,076

UNITED KINGDOM

1953 ----------------------------- ----------------------------------- 412, 000, 00C 167,000 2,467
1952 -------------------------------------------------- 378, 000, 000 155, 000 2, 439
1951 ---------------------------------------------- --------- ------ 418, 000, 000 150, 000 2, 787
1950 -------------------------------------------------- 450. 000, 000 169, 000 2, 663

RATIO 01 UNITED STATES TO UNITED KINGDOM PRODUCTION

1953 ------------------------------- 1.5 1951 1.5
1952 ------------------------------- 1.8 I 1950 ------------------------------- 1.5

Source: Annual Survey of Manufactures, Bureau of Census, Department of Commerce;
Annual Bulletin of National Association of Wool Manufaceurers; Wool Industry Bureau
of Statistics.

Chart No. 2.-Wool textile industry, compa-itive wages
Average earnings

per hour
1. United States ------------------------------------------------------ $1. 56
2. England ----------------------------------------------------------- .41
3. France ----------------------------------------------------------- .38
4. Japan ------------------------------------------------------------ .24
5. Italy:

Specialized workers --------------------------------------------. 22
Qualified workers ----------------- ----------------------------- -. 19
Common workers ---------------------------------------------- .18

6. West Germany ---------------------------------------------------- . 32

1 Represents entire textile Industry.

Source: (1) Bureau of Labor Statistics (1953). (2) Minis-try of Labour Gazette
(October 1953). (3) International Wool Secretariat, Paris, France (December 1953).
(4) International Wool Secretariat, Tokyo, Japan (July 1954). (5) Provincial Labour

offices; Central Institute of Statistics, Italy (June 1954). (6) Federal Statistical Office,
Germany (November 1953).
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CHART No. 3.-June 1952 wage rates

Common Common Structural
labor, labor, heavy Carpenters Bricklayers iron workers

buildings construction

United States:
New York -------------- $1.90 $1 90 $3.09 $3 548 $3 348
San Francisco --------------- 1.85 1.85 2. 45 3. 25 2. 70

England: London --------------- . 4244 4244 .4883 .4883 .463
Sweden: Stockholm ------------- 0.967-1.16 0.967-1.16 1.257-1.45 1. 354-1.547 0.967-1.16
Spain: Madrid _ .493 .493 .686 .686 .686
France: Paris ------------------- . 41 .44 .5277 .5277 .5277
Netherlands: Amsterdam ------- 2808 .45 .3316 .327 .304
Germany: Frankfurt ----------- . 383 .424 .45 .45 .45
Italy: Rome ....... 3812 .3812 .467 .425 .467

Source: Engineering News Record, September 1952 issue.

Senator MALONE. I think, Mr. Robinson, you have contributed a
great deal to this committee. Il summation, what you are asking
for is some kind of a principle laid down by Congress that can only
be changed through a bill in Congress or hearings of a proper nature,
so that your investors can feel confident that they will be allowed to
compete on a basis of fair and reasonable competition, and the duties
or tariffs adjusted on that basis. Isn't that what you are trying to say?

Mr. ROBINSON. That sums it up very quickly, exactly.
Senator MALONE. Now, in 22 years-that is a long time-how old

are you?
Mr. ROBINSON. I am moving into 51, sir.
Senator MALONE. When they started with this you were about 30

years old, about 28 years old? As a matter of fact, I was that old
when I had this battery of field artillery in France in 1918.

Mr. ROBINSON. Exactly.
Senator MALONE. What impresses me more than anything else in

the world-and it almost breaks you down-is that the industrialists
of this Nation and the workers working for them, have lost their poli-
tical guts. They come in and try to get something to save themselves
just 1 more month, 1 more year, 1 more period, instead of coming right
out and saying what they want and joining in a fight that is going
on and which would preserve the industry of this country, both eco-
nomically, and for military purposes. But to preserve it for the econ-
omy of the country, you also preserve it for military purposes; don't
you?

Mr. ROBINSON. Yes, indeed, sir.
The CHAIRMAN. I am compelled to go on the floor to discuss the

question of bringing up the tax bill. I will ask Senator Martin to
serve as chairman. And my thought was that we would adjourn at
1 o'clock and reconvene at 2. And I will ask permission from the
Senate to sit in for that period. I don't think any important votes
are coming up this afternoon.

(Senator Martin. Now presiding.)
Senator MALONE. You represent a woolen company, Mr. Robinson?
Mr. ROBINSON. That is all, sir. We are roughly about 4 percent of

the industry. We are just a voice calling in the wilderness on this.
Senator MALONE. How many firms or how many companies are in

this business that you are in?
Mr. ROBINSON. Well, the figure that I used to have, which was prior

to the liquidation and merger and moves from North to South and
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so on, was about 487. Now, my guess would be to use my figure, may-
be there are 300 to 325 firms, and most of them are small units, sir. It
is difficult for them to find a proper way of expanding-they are the
small mills.

Senator MALONE. Well, I would include the southern firms and the
western firms and the eastern firms and the northern firms. Flow
many are there altogether?

Mr. ROBINSON. I think the figure is somewhere in the neighborhood
of 350 to 400.

Senator MALONE. About 100 of them have gone out of business?
Mr. ROBINSON. That is right, sir.
Senator MALONE. About how many employees are represented in

this entire industry?
Mr. ROBINSON. At the peak we had very close to 200,000 people and

today-these figures are quite accurate, because they jell with union
figures which were kept, and then we have endeavored to spearhead
it a little bit further-something less than 100,000, it is about half
what it was. about 95.000 people.

Senator MALONE. That just happens to be about the condition of
the Morgantown Glassware Co. that sued the Secretary of the Treas-
ury on the grounds that the 1954 Trade Agreement Act and the Gen-
eral Agreement on Trade and Tariffs are unconstitutional. They
had about 300 employees and they have 150 now; they are going out
of the picture. I think you will find the same condition in many
industries of the Nation.

Mr. ROBINSON. I have heard testimony before the House, and I
heard it again yesterday, and I am sure what you say is true.

Senator MALONE. What is the general overall investment repre-
sented or what was it before they began to liquidate the industry,
just roughly-and you can correct it later.

Mr. ROBINSON. It is a very high investment, because you need a
lot of equipment, and a lot of machinery that is there is very costly.
I am going to try to multiply it, if you will give me just a minute,
from a figure that I know is our particular position.

Senator MALONE. Go ahead.
Mr. ROBINSON. You have asked me for a figure that I do not have,

but I think that we can arrive at the figure you are looking for. For
example, we have a figure here for the overall textile industry which
includes cottons, rayons, woolens, and worsteds, and so on. The total
in plant and investment for 1952 is $3,360,000,000.

Senator MALONE. What does that make, approximately, for each
employee, about how much investment for each employee?

Mr. ROBINSON. The best we can give you is-there were about 1
million employees as I recollect.

Senator MALONE. About a million? I thought it was 200,000.
Mr. ROBINSON. This is the overall-$3 billion is the entire textile

industry, which includes the cotton and rayon.
Senator MALONE. Then there is about a million in the entire setup?
Mr. ROBINSON. Yes.
Senator MALONE. And the cotton industry is practically in the

same condition, isn't it?
Mr. ROBINSON. My understanding of the testimony, it reminded me

of our condition here 8 or 10 years ago, they are still anticipating an
injury. I think the volume of their business is still pretty good, but
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I think they are having a rough time making money, but they are
still around the corner from being in a situation which is equal to
ours.

Senator MALONE. They are still being held up by the emergency.
Mr. ROBINSON. That is right.
Senator MALONE. Go ahead.
Mr. ROBINSON. On the basis of these figures I think the investment

on worsted industry alone totaled in the area of a billion to a billion
and a quarter, so you have a hundred thousand employees against
that.

It figures roughly around $10,000 per employee.
Senator MALONE. $10,000 per employee for every kind of employ-

ment?
Mr. ROBINSON. Yes, sir.
Senator MALONE. There, you see, you have lived for a couple of

decades, and regardless of where the tariff or duty might be fixed
under any situation or system, it was pretty hard to hurt you when
they were waiting for all the local production that you could bring
up.

Mr. ROBINSON. That is right, sir.
Senator MALONE. But when the emergency ceases-as a matter of

fact it has not ceased yet-if we had the peace we prayed for, what
do you think would happen to you under this tariff that we now have?

Mr. ROBINSON. I think even under the circumstances, sir, that we
have existing today, that we are going to go out of business unless
something is done, or the industry is going to dwindle to nothing,
and it has already dwindled to half.

Senator MALONE. Doesn't cominonsense point to that result, where
the American investors are now investing in foreign plants, and the
taxpayers' money has been used continuously, especially since World
War TI, to build these plants?

Mr. ROBINSON. Exactly, sir.
Senator MALONE. I remember 1948 when the Marshall plan came

up, I said on the Senate floor there is no problem of building foreign
plants if you have a market for your product.

Mr. ROBINSON. That is right.
Senator MALONE. But when you do not have a market for your

product, then it takes Government money. And then if you do not
provide the market, if you do not provide it later, then even your
investment is gone, the taxpayers' investment.

Mr. ROBINSON. Exactly.
Senator MALONE. And now we have reached that point, 8 years

after I said that on the Senate floor. Having been an engineer for
years, I know that the first thing a prospective businessman looks for
is a market when he is going to spend his money for a plant.

Mr. ROBINSON. Yes.
Senator MALONE. And if the market is available he has no trouble

finding it, does he?
Mr. ROBINSON. No.
Senator MALONE. Now, when we have rebuilt industry in Europe

with the taxpayers' own money, they are going to sell their products
some place, to Russia or the Iron Curtain countries, and to China.
Now they say they will have to sell to us or lose that money. Isn't
that right ?
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Mr. ROBINSON. That is right.
Senator MALONE. That is what Ambassador Luce said, and I think

she had a point, that the Italians will not understand it if they are not
allowed to sell the products of their plants that the United States tax-
payers built for them with our money.

Mr. ROBINSON. Yes.
Senator MALONE. She is right, isn't she?
Mr. ROBINSON. Yes.
Senator MALONE. It is a question of whether they go broke, or we

go broke?
Mr. ROBINSON. It boils down to that. And under the present policy

it looks as though we are the ones that are going broke.
Senator MALONE. I was glad to hear you say that you are not only

for the proper protection of the duty or the tariff on a fair and reason-
able competitive basis with your chief competitive country, chief com-
peting country, for your own industry, but you are for such a protec-
tion for the wool producers?

Mr. ROBINSON. Yes.
Senator MALONE. Now, one of your associations in New England

did something last year that was a great disappointment to me. They
passed a resolution asking for the protection of their own industry,
and passed a resolution asking for free trade on wool.

Mr. ROBINSON. I remember that, sir. We were not a party to that.
Senator MALONE. Of course, that is the reason you have been afflicted

with this legislation for 21 years.
Mr. ROBINSON. Yes.
Senator MALONE. The producers of this country just never had the

intestinal fortitude to get together and speak their minds before these
committees and at home.

Mr. ROBINSON. Yes, sir, I believe there is a good deal in what you
say.

Senator MALONE. I hope they are waking up, at least you are point-
ing a way.

I am glad to hear you say that any production situation, business
situation, starts with the production of the material, whether it is
wool or whether it is cotton, or something else.

Mr. ROBINSON. Exactly.
Senator MALONE. The wool growers, as you know, have been cut

down to probably one-third what they were producing a few years
ago under a proper tariff protection.

Mr. ROBINSON. That is right.
Senator MALONE. And now with a subsidy that can be discontinued

at almost any time, only the people that are already in the business
and are trying to save their investments are going in it.

Mr. ROBINSON. Yes, sir.
Senator MALONE. No new people.
Mr. ROBINSON. That is right.
Senator MALONE. No new people would go into your business who

were not already mixed up with it under the present conditions.
Mr. ROBINSON. I absolutely agree. Under the conditions it would

be ridiculous.
Senator MALONEx. Now, all you ask, as I understood you, is not that

we just take a shotgun and shoot in the general direction of the woolen
goods production, but that we take each type of cloth and through
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a Tariff Commission or proper body determine what the differentiation
of cost is between here and the chief competitive country, and let that
be the tariff, and you can do business.

Mr. ROBINSON. Yes, sir. And I think I can go still further. I was
pretty much interested in the answer Senator Payne gave to your
questions the other day, about the importance of having a selective
basis within an industry, because there are certain segments of an
industry which may be doing all right and other segments that may
be desperately hurt.

Senator MALONE. You are talking about the type of clothes or the
things that they are manufacturing out of the different types?

Mr. ROBINSON. That is right.
Senator MALONE. Has there ever been a Tariff Commission operated

in any other manner? If it is operated as an agent of Congress under
the 1935 tariff law, isn't that exactly what they do?

Mr. ROBINSON. That is my understanding.
Senator MALONE. There are about 5,600 products or more?
Mr. ROBINSON. That is right.
Senator MALONE. They don't just take something made out of wool

and say, "We want a 4-cent-a-yard or a 2-cent-a-yard duty." They
study the overall picture?

Mr. ROBINSON. Exactly.
Senator MALONE. It is like something made out of steel, you don't

just take a hammer and say, "This should have a 10-cent tariff," and
apply that to a large generator, do you?

Mr. ROBINSON. No, sir, you would not.
Senator MALONE. Wouldn't you take them separately?
Mr. ROBINSON. Each one should be taken up separately.
Senator MALONE. There is no sense in considering it any other way,

is there?
Mr. ROBINSON. You cannot have apples and oranges all in the same

barrel, you have got to study each one.
Senator MALONE. Just because they have the same protein content.
Mr. ROBINSON. That is right.
Senator MALONE. We only got into this silly method after the 1934

Trade Agrements Act was passed, didn't we?
Mr. ROBINSON. That is my understanding.
Senator MALONE. I am interested in people coming in here from dif-

ferent industries and talking about their importance to the national
defense. I presume you are doing that because you think you have
reached a point that the only way you can exist is to get protection
enough to exist, or a subsidy, as a last resort, and if you are not im-
portant to the national defense, if you are just important to the econ-
omy, you are not deemed worth anything to anybody.

Mr. ROBINSON. You have said it very correctly. In other words,
what has happened over a period of years has indicated that there
might be an attitude on the part of previous administrations to sacri-
fice certain segments of the civilian economy. But there has been evi-
dence, both before this committee and in the House, that consideration
would be given to those industries which are essential in time of a
national emergency.

Senator MALONE. Why would you do that, only to have it available
in times of national emergency?
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Mr. ROBINSON. You must support it civilianwise. We cannot oper-
ate and support the world manufacturing industry on goods to be
made for the Government-that is why I endeavored to point out to
you, Senator, that that wa's a very small segment of the picture under
peacetime conditions. You need a strong domestic situation which
will both consume the domestic wool in the civilian market as well as a
world producing manufacturing industry.

Senator MALONE. Now, suppose there was another nation where this
industry could be kept operating during the war, an adjacent nation,
then why wouldn't it be just as well to allow the free trade to continue
and allow that adjacent nation to manufacture it? You would have
it for national defense anyway.

Mr. ROBINSON. I couldn't agree with you more on what I think
your objective is on that question. I remember very well, sir, in
1942-that was my first experience in coming to Washington in con-
nection with the various agencies, the War Production Board, and so
on-and there was a very serious concern here at that time as to wool-
we have never raised enough wool in this country to meet the
demand

Senator MALONE. We raised about three-fourths of it when it was
properly protected.

Mr. ROBINSON. Before the war, about 70 percent. But when we saw
this tremendous increase in demand occurring because of the war,
there was great concern expressed all along the line that we would
not be able to bring in wool from Australia because of the Japanese
submarines, and so on. And there was a long time when we were not
assured that these lines would be kept open. The same thing would
apply, it seems to me. You cannot count on production if we stay out-
side of our own country, because with the conditions of modern war-
fare you don't know what is going to happen. You have to keep it in
the country.

Senator MALONE. There was a report made in Senate Report No.
1627 that says that we can protect the Western Hemisphere and the
industries in it. So if you are only talking about national defense,
as 4 or 5 of your adherents have been doing here for the last 4 or 5
days, you may find yourselves out on a limb, because we can get the
wool from the Argentine during a war, and we can get the cloth
produced in Canada, in Mexico, or any of the Western Hemisphere
nations.

Mr. ROBINSON. As well as wool and worsted-I would like to con-
fine whatever opinion and ideas I have on that subject. The wool
you would get from South America would not be usable for the
requirements of an emergency.

Senator MALONE. Would it be usable from Canada or other places?
Mr. RoBINsoN. A very small amount of it. The bulk of it has to

come from the big producing areas first, the United States, and every-
thing should be done to expand them.

Senator MALONE. That woolen cloth-suppose that the woolen-
cloth manufacturers in Canada and Mexico and other places could
handle our national-defense production and make it just as available
as New England; wouldn't that be all right? I am talking about it
from a national-defense standpoint, cold turkey, and forget about
the production of wool, because it is a separate setup.
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Mr. RoINsoN. I am not so sure I agree with that, because I think
we are all a part of the same thing.

Senator MALONE. You are all a part of the same thing. But what
you are saying now is that you will be put out of business if you don't
get production, and then we could not get the cloth that is necessary
for national defense. That is not altogether true, if Canada or
Mexico or any other nation in the Western Hemisphere produced
cloth when they got the wool.

Mr. ROBINSON. My feeling about that would be this: In the first
place I don't know how you can count on any facility in Canada or
Mexico.

Senator MALONE. Are you willing to take the word of Gen. Al
Wedemeyer, for instance, that you can keep these mills running in the
Western Hemisphere?

Mr. RonINsoN. I certainly have great respect for their judg-
ment-

Senator MALONE. I think so. What I am trying to tell you is that
about the only leg eventually you are going to have to stand on is
your part in the economic structure of this Nation, which in my
opinion is just as important as any other part, because if you start
destroying segments of our industry-which we are doing now with-
out any doubt- you have clearly shown that your industry is being
destroyed-then we will go down economically, we can easily do that,
and we may wake up with the same kind of a government we think
we are fighting. In any case we have destroyed the workingman's
job in this country.

Mr. ROBINSON. I will stand on any leg, sir, whether it is the civilian
or the (overninent-and I could not agree with you more. I know
that you cannot support an industry based upon potential war busi-
ness.

Senator MALOINE. I know where you are. You have reached the
stage where you are frantic, you are panicky.

Mr. RoMNsoN. Yes, sir.
Senator M1ALONE. And every other industry has reached it too in

this Nation, except the industry that we call brokers that deal on the
waterfronts and get an override on everything that comes through the
port either way, and produce nothing. And now we are trading the
producing industry for that kind of business in this country and quite
a few employees are employed in this business. And we hear that they
are just as important as you are as a producer. So we are traling the
producing industries of this Nation for a war material manufacturing
Industry and becoming the war arsenal of democracy and the brokers
of the world. And the Americans are investing in these other nations.
Ford has 26 plants outside of this Nation. Now, I do not blame Henry
Ford, I do not blame the Coleman interests for going outside. I do
not blame anyone; I blame a Congress that makes that profitable or
necessary. But I am trying to bring out from you what the situation
is in your business, if we take this economy as a whole-which we do
under the 1934 Trade Agreements Act-and judging you on that basis,
where do you think you will end up?

Mr. ROBINSON. I think we have ended there already. I think we are
in that kind of condition. In the meantime, I think it is important
that you know that these industries of Europe are running around the
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clock, while the domestic woolen and worsted manufacturing industry
is just limping along.

Senator MALONE. I know that. I want to say, without taking any
additional time than I have to take to bring out these points, that I
have seen those areas, I have been in all of them, I have made it a point
to go into them, a great deal at my expense-I have been in the engi-
neering business for 35 years and this is the first time I have been out
of it for 35 years-and I understand what happens in industrial en-
gineering when you put a plant in an area with lower cost of labor, with
your own foremen and your own superintendent and your own ma-
chinery, with workers like the Englishman, the Scotsman, the Irish-
man, the Japanese, that are just as efficient as our own workers, you
know what happens. But apparently there are a lot of people in this
country who don't know what happens. That is what I am trying to
bring out.

Mr. ROBiNSON. That is exactly why I am here, to try to get across to
these people that I feel confident of assistance and help to this industry.

Senator MALONE. I have the Trade Agreements Act in front of me,
brought up to date by the Tariff Commission-it is an emergency act,
and every 3 years it has been extended. In 1951 some of us were able
to get it cut to 2 years, and in 1954 we were able to hold it to 1 year.
Then we had the great Randall Commission down here and they told
us it wouldn't hurt to extend it 3 years and cut the tariffs 5 percent
each year, and do lots of things-he wanted to put up a lot more money
for the dollar shortage in Europe, and that has already been explained
before this committee. It is a simple thing, too. The dollar shortage
was created by the London bankers. They wanted something to tide
them over for another year, and we drew on it for another year. But
suppose that this year we did not pass anything. There is an idea all
over the country that we have to pass something, we have got to do
something. But, instead, this year we do not pass anything. Then
one minute after midnight of June 12 this year every product upon
which there is no trade agreement reverts to the Tariff Commission to
be regulated on the basis of fair and reasonable competition. The
difference in cost between this Nation and the chief competitive
country on that particular product becomes the tariff. That is what
the Tariff Commission recommends as the tariff. Do you understand
that?

Mr. ROBINSON. Yes, sir.
Senator MALONE. Now where there are trade agreements, like in

your business, they would remain in full force and effect until the
President of the United States saw fit to serve a notice on the nation
with which these trade agreements were made, for cancellation and in
6 months that goes back to the Tariff Commission on the same basis.
Do you understand that?

Mr. ROBINSON. That is my understanding, yes, sir.
Mr. MALONE. Now, as long as it remains in the State Department,

the Geneva General Agreement on Trade and Tariffs Organization
which was responsible for many of these tariff reductions; the Inter-
national Trade Organization that came here before Congress and was
turned down, and is now dormant; the International Materials Con-
ference, that was created by the State Department when the Inter-
national Trade Organization was turned down and which is still in the
State Department ready to be activated, the new worldwide, trade
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organization, which was set up by a resolution passed by the United
Nations Assembly 4 or 5 months ago without our vote, but they say
we are drawn into it now, do you understand that all of these particu-
lar organizations are based on one thing, and that is the 1934 Trade
Agreements Act. These organizations can only function if that act is
in for e and effect. If we allow the act to lapse, they fall on their face
of their own weight?

Mr. ROBINSON. It is my understanding, since I have heard you ask
that question a number of times.

Senator MALONE. And simply because these trick poker games
throughout the world are played for the one sucker, that is us, we are
the only one that has the markets where you can sell anything and get
the money, unless we have given them the money to buy it. Of course,
that is not literally true. They have their markets in Europe, but
with our own taxpayers' money we have built up their production too.

Mr. ROBINSON. There seems to be evidences of it.
Senator MALONE. We thought we knew what we were doing in

Congress, but apparently we did not. And we have overbuilt these
foreign countries. Now we say, the people are for this act, we must
take these things and replace some of our industry to save these coun-
tries from communism. But we built the plants to start with to save
them from communism, I heard.

Mr. ROBINSON. That is right.
Senator MALONE. And then if we don't pass anything, and the

whole matter goes back to the Tariff Commission, as an agent of
Congress to fix these duties and tariffs on the basis of air and reason-
able competition on behalf of Congress, would that satisfy you?

Mr. ROBINSON. It sounds to me as though it would be the best way-
we would like to have the industry's situation studied by a qualified
group of people, and then we believe the recommendation should come
to Congress where we are sure it will receive the most sympathetic ear.

Senator MALONE. You mean you want another Randall Commis-
sion ?

Mr. ROBINSON. No, sir. I want Congress to be able to get in on
our problem and understand it and face it.

Senator MALONE. Then should I just say that Congress studied
this thing for a long number of years and finally arrived at setting
up the Tariff Commission, and leaving it to them, an agent of Con-
gress, to do this work on a principle, the principle being that of the
difference in cost between this country and the competitive country?
Isn't that what you want?

Mr. ROBINSON. That is certainly true. But I think you should
expand or amend that particular section-I think you say it is section
336.

Senator MALONE. 336.
Mr. ROBINSON. 336 should be expanded so that there would be a

criterion as to industries in these instances where it would be diffi-
cult-

Senator MALONE. If you will read it-
Mr. ROBINSON. I have read it.
Senator MALONE. How long ago?
Mr. ROBINSON. I heard you read it yesterday.
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Senator MALONE. I am going to read it to you again, if you didn't
understand it. That Tariff Commission takes each kind of cloth-
not only woolen cloth, but each kind of cloth-and like you shoved
across the counter here awhile ago-and they take each one of those
and determine the difference in cost on that kind of cloth. Do you
understand that?

Mr. ROBINSON. Yes.
Senator MALONE. Wouldn't that suit you?
Mr. ROBINSON. As long as I could compete fairly against cloth that

comes in from abroad, cover our costs, and get a reasonable profit,
that would be satisfactory; yes, sir

Senator MALONE. Let me review it again. It lays down the prin-
ciple of fair and reasonable competition. Isn't that what you want?

Mr. ROBINSON. What I want is a fair shake; yes, sir.
Senator MALONE. Then it says to the Tariff Commission on prin-

ciple-they have no right to consider the political situation in Europe
or the overall economy of the United States or anything else. The
tariff act itself says that they Shall determine that differentiation of
cost and production between this Nation and the chief competitive
nation and recommend that to be the tariff in each case-and there are
over 5,600 of these products. Is that what you want!

Mr. RoBINsON. I certainly do. I want that.
Senator MALONE. It took me a long time.
Senator MILLIKIN. I just want to make this suggestion. No matter

how you do it, somebody would have to do the judging, and it wouldn't
be long before there would be the same complaint about judging
the difference in cost of production and judging the effect on industries
just as there is at the present time. There is no magic way in which
you can insure justice for any particular group when human beings
who are fallible have to make the decisions. The whole fact of the
matter is that the Tariff Commission at the present time is considering
injury, and if there is injury it would be easy to determine. And it is
no harder to determine that than it is the cost of production, the differ-
eie in cost of production.

What I am suggesting to you is that there isn't any magical way to
find a solution, but if the Tariff Commission will Iut its mind on a
question of injury-which ought to be easy to determine, but isn't-
they can give you the relief that you want and you won't have any
better relief if the Tariff Commission has a difference of opinion as to
cost of production.

Senator BARRETT. So that if the Tariff Commission does make a
finding of injury, what can we do to be sure we get some relief in that
situation?

Senator MITLIHIN. Of course, any time that the Tariff Commission
makes a wrong decision-

Senator BARRETT. How can we be sure that we get some relief ?
Senator MILLIKIN. If they make the wrong decision, there is never a

moment that we can't cure it by congressional action.
Senator MALONE. Does that take a bill introduced in Congress?
Senator MILLKIN. Yes.
Senator MALONE. Now, that is a very clear explanation, Mr. Robin-

son. Under the situation as established, if we extend this bill and do
not clip the President's power, if we do not, as some have suggested,
have all of his decisions approved by Congress before they are effec-
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tive, then what you have is a one-man determination, regardless of
-any personnel opinion, or any escape clause, or regardless of any other
amendments. Finally the President says himself-that is, let's assume
he does, we know that he doesn't, as a matter of fact, the State Depart-
ment for 21 years has done the work-but the Executive himself, if he
decided not to consider it, that is final under this act, unless someone
introduces a bill in Congress.

Mr. ROBINSON. That is my understanding.
Senator MILLIKIN. Is it not equally true that if lie doesn't agree with

the finding of the Tariff Commission on the difference of cost of pro-
duction, it would have to come to Congress.

Senator MALONE. That is absolutely true. But the Tariff Comnmis-
sion can take it up every 2 months, they can adjust it whenever there
is an application from a consumer or a producer or other interested
party, or either House of Congress, or the President.

Senator MILLIKIN. We can act on tariff legislation any time we
want to.

Senator MALONE. I am simply making the argument, if the Sena-
tor from Colorado will allow me.

Senator MILLIKIN. I have sat here all day listening to you, and I
am going to sit here and listen to you now. Let's assume that I am
going to listen to whatever you have to say. What is your point?

Senator MALONE. My point is simply this. There is a difference in
allowing the Executive of this Nation the right to disregard every-
thing that is in the bill that is a part of it as a safeguard, whereas
under the tariff act, where a principle is laid down, if they make a
mistake, they can correct their own mistakes.

Senator MILLIKIN. If they don't, you have to go to Congress for
relief. You say it is impossible to come to Congress for rijef--

Senator MALONE. All I say is that in the principle laid down for
fair and reasonable competition with foreign nation., the overall econ-
.omy of the Nation being considered, you can only consider one factor
and that is the difference in cost. That is a principle laid down by
Congress in the 1930 Tariff Act. If it can be laid down by the Secre-
tary of State or someone in the executive department-which I think
would be wrong-but if the criterion could be laid down that they
could only consider the factor of differentiation of cost upon the basis
of fair and reasonable competition, it would afford a chance of relief.

Senator MTILLIKIN. You call get relief from Congress, or come under
its protection. The point is that manufacturers shall not be injured
and they can be injured by articles coming in too cheap. But if Con-
gress wants to take the responsibility, it can give relief under the
proposed system.

Senator MALONE. That is absolutely true. But Congress does not
have to take the action if they lay down a principle under which the
trade, foreign trade, through the setting of duties, we call tariffs-

Senator MILLIKIN. If the Tariff Commission observes those princi-
ples the way you and I think they should be observed, alright-but
if they don't you will have a problem for Congress, you will have just
as many questions as we do now.

Senator MALONE. I think I missed something, there is no one man
who is a one-man arbiter-

Senator MILLIKIN. I thank the Senator.
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Senator MALONE. I raise the question for the record, if necessary,
that the President, when he finds as a fact that the overall situation,
or the national defense, or the political situation throughout the
world, indicates that he should reduce the duties and allow more im-
ports in one category, to try to remedy the situation that he finds in
that regard, then he should do it; whereas as a matter of fact the
Congress of the United States only set down in the Tariff Commis-
sion a principle of fair and reasonable competition, and there is no,
one in the Tariff Commission that can knowingly consider any other
fact.

Senator MILLIKIN. Senator, that privilege of the Tariff Commission
by itself, setting the tariff rate under the criteria that you mentioned,
or any other criteria, is all subject to a premium and properly will
be subject to congressional review.

Senator MALONE. That is correct. And it is subject, then, to fac-
tual information. But in the case, as we have it now, under the 1934
Trade Agreement Act. and as it is written to extend it, no such
criterion is laid down.

Senator MILLIKIN. Whatever the criterion, we either like it or we
don't, and if we don't like it, we can examine it and pass corrective
legislation.

Senator MALONE. That is correct.
Senator MILLTKIN. There is no magic in laying down a standard

that the fellow who is to enforce does not obey.
Senator MALONE. I think there is a magic in laying down a policy

to an agent of Congress of fair and reasonable competition, to set the
duties on that basis, just as there is logic in creating the ICC as an
agent of Congress and saying to them, "Figure the freight rates on
the basis of reasonable return on investment." They don't say that
if you want to develop one section of the country at the expense of
the other you can have a lower freight rate. There is no such cri-
terion.

Senator MILLIKIN. Whatever the criterion, there is no assurance that
the Tariff Commission or any other board will be in unanimity on
it. If they fail to be unanimous, if they make decisions that we don't
like, the place to come to correct them is Congress.

Senator MALONE. That is absolutely correct. But there is a greater
chance if you lay down a principle on the basis of fair and reasonable
competition on the regulating of foreign trade by the setting of duties
and tariffs than there is to turn one man loose-I hold that there is
greater chance, not only of preserving our own economic structure,
but following that principle so that a bill must be introduced and
proper hearings held to change the principle, there is more encourage-
nient for new investment in industry.

Senator MTLTKIN. There is no question about changing the prin-
ciple, now that Congress has determined that there shall be no injury,
that is the principle, and it comes down to a question of facts.

Senator MALONE. The principle is here in section 350. I am going
to read it for the record because I don't think the witness understands
it:

For the purpose of expanding foreign markets for products of the United States
(as a means of assisting in establishing and maintaining a better relationship
among various branches of American agriculture, industry, mining, and com-
merce) by regulating the admission of foreign goods into the United States
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in accordance with the characteristics and need of the various branches of
American production so that foreign markets will be made available to those
branches of American production which require and are capable of developing
such outlets by affording corresponding market opportunities for foreign prod-
ucts in the United States, the President, whenever lie finds as a fact that any
existing duties or other import restrictions of the United States or any foreign
country are unduly burdening and restricting the foreign trade of the United
States and that the purpose above declared will be promoted by the means
hereinafter specified, is authorized from time to time-
To enter into foreign trade agreements with foreign governments or instru-
mentalities thereof.

And it goes on to say:
To proclaim such modifications of existing duties and other import restrictions,
or such additional import restrictions, or such continuance, and for such mini-
mum periods, of existing customs or excise treatment of any article covered by
foreign trade agreements as are required or appropriate to carry out any foreign
trade agreement that the President has entered into hereunder.

Now I will yield to the Senator from Colorado.
Senator MILLIKIN. I would like to invite attention to the fact that

section 336, Tariff Act of 1930, says:

The President shall by proclamation approve the rates of duty and the changes
in classification and in basis of value specified in any report of the Commission
under this section, if, in his judgment such rates of duty and changes are shown
by such investigation of the Commission to be necessary to equalize such differ-
ences in cost of production.

So that he has a choice of judgment.
Senator MALONE. That is absolutely true.
Senator MILLIKIN. So that there is no difference.
Senator MALONE. There is a great difference because he is not al-

lowed to take into consideration a political situation, because he is not

allowed to take into consideration the matter of adjusting between
industries.

Senator MILLIKIN. He can take into consideration anything he
wants, because it says in his judgment.

Senator MALONE. It does not say that. Read it again.
Senator MILLIKIN. "In his judgment"-and that is the only qualifi-

cation.
Senator MALONE. What does it say after that?
Senator MILLIKIN (reading) :
If in his judgment such rates of duty and changes are shown by certain in-

vestigation of the Commission to be necessary to equalize such differences in
costs of production.

Senator MALONE. That is right.
Senator MILLIKIN. Supposing in his judgment it is not.

Senator MALONE. Then that might not be all right, and it only gives

one criterion, and that is a difference in cost between this Nation and

the chief competitive nation and it doesn't let him take in these other
factors.

Senator MILLIKIN. It is all a question of his own judgment.
Senator MALONE. But on that one basis it lays down the principle,

and he must adhere to it.
Senator MILLIKIN. But it is in his judgment.
Senator MALONE. That is correct.
Senator MILLIKIN. That is just as loose-
Senator MALONE. I disagree violently with that interpretation.
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Senator MILLIKIN. Never mind whether it is violently or not, you
have a right to disagree. But you don't mind my saying that the
President's judgment is as wide as he cares to make it.

Senator MALONE. It is only on the basis of whether or not it equalizes
the cost of production; it is not on whether or not he believes that some
foreign country can be encouraged to stay away from communism
by giving them these markets.

Senator MILLIKIN. It says "in his judgment where the rate is neces-
sary to equalize such differences in cost of production." And that
opens a whole field

Senator MALONE. It opens up one criterion and that is the principle
of the difference in cost. I think the senior Senator would admit that
much.

Senator MILLIKIN. That is true, but it is in the field of his judgment,
just as in the case of the Tariff Commissioners when they make their
decision, which rests on their judgment.

Senator MALONE. Just on one principle.
Senator MILLIKIN. If the door is broad enough you can drive a full

herd of camels through it.
Senator MALONE. I think you could, but I would just come back to

one thing, as long as there is a principle laid down of fair and reasbn-
able competition, that the difference between the cost of manufacture
and the production in this Nation and the chief competitive nations-
and that is exactly what it says-and only on that point can the dis-
agreement be made, and it must be supported. Of course, the Pres-
ident can refuse to put it in if he thinks the Tariff Commission has
made a mistake, but he can consider no other factor except the one
factor, and that is the principle.

Senator MILLIKIN. So at that point he can review the whole case
again and decide whether in his judgment it meets the objective of
the act.

Senator MALONE. And decide in his judgment whether it meets the
criterion of the differentiation in cost of production.

Senator MILLIKIN. That is right, which could involve a restudy of
all the evidence that makes up the case.

Senator MALONE. That is right. But it does not include, as it does
in this act, that he can take in all of these other relationships among
the various branches of agriculture, industry, mining, and commerce,
or more imports in one and more exports in another, but help some
foreign nation-he cannot take that into consideration.

Senator MILLIKN. But he can use his judgment-that is big enough
to cover most anything.

Senator MALONE. In his judgment as to whether or not the differ-
entiation in cost has been properly reviewed.

Senator MILLIKIN. We have had the President review the Tariff
Commission on the proper assessment of tariffs to prevent injury.

Senator MALONE. All I would ask here is that if this Congress
would lay down the rule, the principle, just as they did in the case
of the Interstate Commerce Commission on freight rates, a reasonable
return on investment, then they may make mistakes, but they can
correct their mistakes on the same basis. This is done on a definite
principle of fair and reasonable competition, the matter of the dif-
ference in the cost of production in this country on a specific product,
and the chief competing nation. That language is in the bill and it
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is the only criterion that can be used either by the Tariff Commission
or by the President.

Senator MILLIKIN. Didn't you maintain, Senator, that the Pres-
ident's judgment was wide enough to cover most anything that he
thinks in his judgment leads to such and such a conclusion?

Senator MALONE. On the definite principle laid down by Con-
gress-

Senator MILLIKIN. Say you could take injury and break it down into
the factors, does it or does it not injure, then the principle of human
judgment comes in.

Senator MALONE. The place where human judgment comes in is on
the differentiation of costs, in this particular wording of section 336
of the Tariff Act. And it is not confined to the difference in costs of
production in section 350, the amendment to that act passed in 1954,
and extended until the present time. And that is what is under
consideration.

Senator MMLIKIN. I think what is under consideration is the injury
and how he can determine whether there is injury. That involves a
study of the financial state and a whole horde of statistical data on
which human beings can differ in their judgments just as they differ
in their judgment on the cost of production.

Senator MALONE. That is true. But those things are not included
in this act. But in section 336 they are confined to one thing and that
is the difference in cost of production between this Nation and the
chief competing nations. There can be differences in judgment about
that, but they cannot be as wide as the differences in judgment if
you are taking in the political factors and the overall good in the
judgment of one man of the entire Nation.

Senator MILLIKIN. If the President reaches a conclusion that in
his judgment the findings of the Tariff Commission are not warranted
as to the cost of production, you can still come back to Congress.

Senator MALONE. Of course, you can come back to Congress.
Senator MILLIKIN. All I am suggesting is that there is no magic

solution to this problem. It depends on human judgment whether you
put it in terms of cost of production or in terms of injury.

Senator MALONE. The difference is as wide as the barn door. In
other words, you have a principle laid down by Congress that confines
it to one principle, just as a fair return on the investment for freight
rates. It doesn't say in that act-it has never been changed so that
the President can say that one section of the country can be developed
better if you change a freight rate in that section, and allow him the
judgment of changing the freight rate on that basis.

Senator MILLIKIN. Any time the President uses a standard of
judgment that we don't like, in saying either that there has been
an injury or has not, the Congress can correct it.

Senator MALONE. That is absolutely correct. But you eliminated
99 percent of it by laying down a principle just as it laid down a
principle in the 1930 Tariff Act in section 336. When section 350 was
added, every factor in the world could be taken into consideration and
there is no recourse except to take up that product in the Congress
itself. There is no recourse as far as the Tariff Commission is con-
cerned. It is just as helpless as a baby because all it is is a figurehead
on this whole thing. So I want to say just one more thing, that if the
Congress of the United States does not extend this act, you will revert
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to the principle of fair and reasonable competition on the basis of the
differentiation of costs between this Nation and the chief competitive
nations and that is the sole field upon which there can be a disagree-
ment.

Now, have you been approached any way at all-I know the State
Department has made this recommendation at different times-that
the Congress might appropriate money for additional unemployment
insurance and to move workers from one place to another and com-
pensate investors for their losses? Would you say if Congress were
to adopt that policy it would help you?

Mr. RoBINsoN. I don't believe that it would, sir, and I can only
speak of a specific experience in our area, and what I have heard
and read in the New England area where this thing is carried to a
very extreme degree, and that is, that when people who are textile
specialists and experts in their field, they do not find employment in
the other areas, and even when they do, which is very occasionally,
they always take a very substantial loss in their income. And you
will find in our district today undoubtedly, the union people will
come before you and testify that people are out of work; they don't
find their way into other areas, and the movement of labor forced
from one section to the other does not appeal to us as a practical
thing at all.

Senator MARTIN. Isn't it true that an American is entitled to free
choice as to where lie can work, and that these men, these textile
workers, are established in the various communities, their children
are in school, their families are in churches, they belong to the dif-
ferent organizations of the community, and some of them own their
own properties, and it is a very difficult thing and most un-American
to require them, even if the Government would appropriate money to
move them, it is very un-American to make a man leave his community
and the work of his choice for some other community.

Mr. RoBINsON. You said it so much better than I could attempt to.
That is exactly true.

Senator MALONE. I fully agree with the Senator from Pennsylvania
that it is un-American in every way. And I also add that any such
thing as we are operating under now is also un-American.

Senator MILLIKIN. I want to say this: If there is any threat of
that silly proposal, the Randall Commission, which had on it some
very bold thinkers, voted 14 to 1 against it, and anything that comes
to Congress will likely have the same treatment.

Senator MALONE. I think it would. But we have it here without
actually passing an act in that regard.

Senator MILLIKIN. It hasn't been a law.
Senator M.ALONE. It has been a law for 21 years that you can destroy

an industry under this system, with nothing to compensate it. Now,
Mr. Robinson, when a duty or tariff is lowered below that differentia-
tion of cost between the Nation and the chief competitive nation on
a particular product-and I am talking now just as the Tariff Com-
mission has always done, on each particular kind of cost, each par-
ticular kind of machinery, if there is a tariff on it at all-what
happens? Must you write down the wages or investments to meet
the costs, or go out of business, or what happens?
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Mr. ROBINSON. You lay off your people. You eventually go out
,of busirress. You can't continue to produce goods at a loss against
the competition which is at a much lower figure.

Senator MALONE. Well, we had the example of Mr. Hoffman in
the Studebaker Co. lowering the wages of laborers by agreement, at
a Studebaker plant in Indiana, and operating plants in foreign
,countries where labor is lower, but you either have to lower the wages
-they would have to agree to that, and write off enough of the
investment to meet the production costs or go out of business.
Isn't it?

Mr. ROBINSON. There is no alternative to that. That is right.
Senator MALONE. Now, how does foreign labor in Japan, England,

-Scotland, and other nations that are in competition with your busi-
ness, how does the efficiency of that labor compare with the efficiency
.of American labor, when they have this machinery that they obviously
have through the taxpayers' money in this country-but even if it
were all paid for by floating the investment here and over there, how
does the efficiency compare?

Mr. ROBINSON. We have made quite a study of that, particularly in
relation to England, where we know from experience that they are
probably the most efficient area, and I testified that our figures showed
that the production of square yards per worker is substantially better
in this country. I did it to indicate clearly that we are not the back-
ward industry, that we are an efficient industry.

Now I understand that in Japan there is loomage for the woolen
worsted business of 62 percent of the loomage of this country. In
,other words, there is a potential that has developed-I assume that
it is all new textile machinery that has been moved in there just as
it has been moved in for the cotton industry.

Senator MALONE. And some American investors,
Mr. ROBINSON. Undoubtedly, some of it.
Senator MALONE. Make the stuff over there and send it back under

this anticipated free trade?
Mr. ROBINSON. That is right. And the differential that may exist

today as far as efficiency is concerned will probably disappear and
it can't possibly overcome the tremendously low figure that these peo-
ple are paid, particularly in Japan.

Senator MALONE. Isn't it true that a skilled Japanese or English
worker or Scotch worker, generally speaking, is just as efficient as
anybody after they have been trained on the machinery?

Mr. ROBINSON. After they have been taught by the experienced
specialists of our own country, I would say-

Senator MALONE. Is it not a fact-and I have been in all these
nations, and I found it true-that our smart business people with
foreign plants send 5 to 10 percent of the superintendents and foremen
and special skilled workers to work with these men and train them,
and then a certain percentage of those men, maybe 2 percent, or 5 per-
cent, stay right there and work with them. I am not blaming our
people for doing that but I am blaming Congress for making it profit-
able. Nevertheless it is being done. Isn't that a fact?

Mr. ROBINSON. Yes, sir.
Senator MALONE. Under that condition aren't they just as efficient

as Americans on the same machinery?
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Mr. ROBINSON. I am sure they work that way. I was talking about
England. England is well established in machinery.

Senator MALONE. But with our money bringing it up to date.
Mr. ROBINSON. No question about it.
Senator MALONE. I was in South America, and I saw a magnesium

and chromium deposit-you could trace the vein-and I can't say
that I was offered a concession but I think it could have been arranged,
and if I had been 20 years younger and hadn't been in the Senate, I
would have put in a plant there. The plant you put in last is the
best one, isn't that right?

Mr. ROBINSON. Yes, sir.
Senator MARTIN. Any further questions?
(No response.)
Senator MARTIN. The meeting is adjourned until 2 o'clock.
(Whereupon at 1: 05 p. in., the hearing adjourned to 2 p. m. of

the same day.)
AFTERNOON SESSION

(The hearing was resumed at 2 p. in.)
Senator FREAR. The committee will be in order.
The first witness this afternoon is Mr. Edward C. Coleman who,

is chairman of the Luggage & Leather Goods Lock Manufacturers'
Association.

I understand that he is to be accompanied by Mr. Leonard Harris
of the Presto Lock Co.

Gentlemen, will you please come forward?

STATEMENT OF EDWARD C. COLEMAN, REPRESENTING LUGGAGE'
& LEATHER GOODS LOCK MANUFACTURERS' ASSOCIATION, AC-
COMPANIED BY LEONARD HARRIS, OF THE PRESTO LOCK CO.,.
AND EDWARD MARTIN, COUNSEL

Mr. COLEMAN. My name is Edward C. Coleman. I am chair-
man of the Luggage & Leather Goods Lock Manufacturers' Asso-
ciation, which association represents most of the American manufac-
turers of luggage and leather goods locks.

We wish to state that foreign imports of luggage locks are increas-
ing at a tremendous rate. at selling prices in many instances at or be-
low our cost. We state without reservation that, as an industry,.
we stand in present and continuing danger of being put out of busi-
ness under present tariff rates, and much more so if the tariff is low-
ered by 5, 10, 15 percent. We therefore appear in opposition to those-
provisions of H. R. 1.

While the association for which I speak has been formed only re-
cently, the companies who are members of the association have been
in the business of manufacturing luggage locks for many years and
have been in vigorous competition with each other. The severity of
this competition is probably the reason why we have not heretofore
formed an association, but being confronted now with the prospect
of the loss of our various businesses on account of import competi-
tion, we have now at long last organized to combat destructive im-
port competition. We all hope to be able to continue in domestic
competition. We do not want to abolish imports nor do we want im-
ports to abolish us.
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From time to time American lock manufacturers have gone out of
business as a result of the superior competitive ability of other manu-
facturers, and we expect this in the competitive economy in which
we live. As long as we are subject to approximately the same Gov-
ernment regulations, wages, and taxes, we do not consider that the
Government has the function of keeping any of us in business. That
is our individual responsibility. However, when we are threatened
with the loss of our businesses on account of competitors whose labor
costs are so much lower than ours and who do not bear the stagger-
ering taxation cost that we have, we do believe that it is a proper
function of Government to do something so that we shall have at
least an even competitive chance of keeping our workmen employed.

Purely and simply, gentlemen, the matter is one of costs. Our
raw materials costs, our labor and our overhead costs are today at
an alitime high. For example, steel prices have increased by 26 per-
cent since 1951. Every prospect is that they will go higher this year.
Our trend of profits during the past 5 years is steadily downward.
Despite this, instead of raising prices as many other manufacturers
do, we have in many instances cut prices in an attempt to meet for-
eign competition-a vain attempt in many cases. Despite a supposed
margin of efficiency which the American working man has over his
German and other foreign contemporaries, it is impossible to pay tool-
makers and diemarkers from $2 to $3 an hour in the United
States. when in Germany they are paid 58 cents an hour, and to stay
in business while doing it. I need not drag this out by citing statistics
for lesser skilled labor in this industry. It is sufficient to say that
similar lesser skills in Germany may be had for 27 cents and less an
hour, according to figures cited in a recent issue of Life Magazine.
In addition to this comparison you are familiar with additional ex-
penses fixed by law and custom which affect our cost nationally-
social security taxes, unemployment compensation taxes, corporate in-
come taxes, liability and hospitalization insurances, paid vacations,
bonuses, retirement plans.

Luggage locks have been imported for many years, but recently
imports have increased sharply. Several of us have lost very large
accounts to importers. The reason we lost the accounts is that the
imported locks were available at prices near or below our cost of pro-
duction. As an illustration, I would like to read a letter received by
my firm from a prominent luggage manufacturer, under dte of
November 24, 1954, from the largest manufacturer of its kind in this
country, addressed to the Long Manufacturing Co., Inc., a member of
this association:

I find it very difficult to write this letter as I had hoped by now to be placing
my first order with you on your S66 lock. However, since your visit to our plant
we have found a new lock, which incorporates everything we have been look-
ing for in a low-priced lock.

Here are its features: high polish finish, full throw hasp, rotating tumbler in
the keyhole, and an elongated hasp. The significant thing about all this is. with
all these improvements we have been able to buy these locks at a price lower
than your quotation, even reflecting the additional saving of rivets and labor
application.

We showed this new lock to several of our buyers who indicated that they
preferred this style to Presto's $18 No. 731 lock, I am quite sure you will
agree with us that with an opportunity such as this we had no choice but to take
advantage of it.
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The only consolation I can offer is that it is a foreign-made lock. We are
quite certain no domestic manufacturer can touch this value. Some of our
competition has already featured this lock, so undoubtedly you have heard of
this value coming on the market within the past few months.

We wish we could offer you some encouragement even at some future date.
However, conditions as they are, just as long as this value is available we are
obliged to take advantage of it.

Thank you for all the time and trouble you have spent in developing our
interests.

Gentlemen, the lock which lost the business is made by the Long
Manufacturing Co. and priced at $13.80 gross. Please note that the
foreign lock is considered better than another lock made by Presto
Lock Co. of New Jersey at $18 gross.

Under date of November 23, 1954, addressed to the same Long
Manufacturing Co., Inc.:

Yours of November 9 at hand, and wish to advise that I have received samples
of the S-38 lock and they look very good. I think we could get by with them
on the majority of our cases, but you still aren't competitive with the import
locks as I showed Coleman when he was here of $10.50 a gross.

Gentlemen our S-38 lock is priced at $12.60 per gross.
We do not believe that our industry can expect to continue long in

business unless the Government imposes a reasonable protective tariff
on imports. Under the Tariff Act of 1930 luggage locks were origi-
nally dutiable at 45 percent ad valorem, but this rate has been reduced
through the trade-agreements program until it is now 221/2 percent.
Bear in mind that this ad valorem tariff is assessed on the foreign
value of the goods, that is, the price at which they are sold in England
and Germany and in other countries. It has no relation to the price at
which locks are sold in the United States. Since the foreign value
of locks is so low, the amount of duty is commensurately low, and the
tariff duty does not now give us a reasonable measure of protection.

We are convinced that unless the United States gives a reasonable
measure of tariff protection to its manufacturing industries, at least
those in which labor costs are a relatively important part of the total7
there is going to be widespread damage to our economy. Our indus-
try is one that needs a reasonable tariff, and performance under the
trade-agreements program to date has not given us reason for encour-
agement to think that a reasonable tariff will be granted us under the
trade-agreements program.

If production today in Germany and the United Kingdom is at an
alltime high, and if there is an ample dollar reserve in these countries,
and if such production and reserves have been built up under our
present tariffs, why then is it necessary to lower them further? We
do not seek prohibitive tariffs-we recognize the harm in that. But
we do seek equitable tariffs and respectfully and firmly submit that
present tariffs are not equitable. What, then, is the advantage to the
people of these United States to lower tariffs yet again? We could
not reasonable pose this question-which demands an answer-if we
alone objected. We are, however, one of many diverse groups of all
sizes from throughout the Nation who ask it.

Our three principal points are as follows:
First, this concerns the President's authority to increase tariffs.

This factor has been pretty largely overlooked in the trade-agreements
program heretofore, since most of the pressures have been for reduc-
tion of tariffs. However, in view of the stress placed by the adminis-
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tration and other supporters of the program on the escape clause, it
seems to us that the legal authority to increase duties should receive
attention.

The committee will recall that when this program was adopted in
1934, the President was authorized to increase or decrease rates then
existing by not more than 50 percent. When the President's author-
ity was modified by Congress in 1945, lie was given additional authority
to decrease duties as much as 50 percent below the rates then existing.
The reason for this increased grant of authority was that the Presi-
dent had already made reduction of 50 percent with respect to a good
many commodities and it was felt that in the case of some of them
further reductions should be permitted. However, at the same time
Congress gave the President new authority to make cuts in our tariff,
it reduced his power to increase the duties; it tied the authority to in-
crease duties by 50 percent also into the 1945 data. Take an illustra-
tion, the case of luggage locks. In 1934 the rate was 45 percent ad
valorem. The President was then empowered to reduce that rate to
221/2 percent or to increase it to 671/ percent. Under the trade agree-
ment with the United Kingdom he exercised authority to reduce tile
tariff to 30 percent, effective January 1, 1939. This was the rate ex-
isting in 1945. Under the modified authority of the 1945 law, the
President could reduce the duty to 15 percent, but he could only in-
crease it to 45 percent.

When the 1945 law was under consideration, the primary emphasis
was on the question of whether the President should be given addi-
tional tariff reduction authority. No attention seems to be given to
the question of whether the power to increase tariffs should be cur-
tailed. We do not, know whether this curtailment of legal power to
protect American industry was a "sleeper" slipped in by the free-
traders or whether it was an oversight, but we do firmly believe that
it resulted in a serious blow to the industries that are dependent on
tariff protection.

Turning now to the pending bill, H. R. 1, we ask the committee to
note section 350 (a) (2), page 3, line 23. We ask particular attention
to subparagraph (A), which says the President shall not proclaim
ates more than 50 percent higher than the rate existing on January

1,1945. This is the same as existing law.
We take this to be an acknowledgment of the principle that when

additional power is asked for the President to reduce tariffs, it is not
necessary to curtail his power to increase tariffs. We accept this as a
sound principle and believe it is appropriate and necessary if the
escape clause is to be more than mere words.

We submit, however, that this bill is only a belated recognition of
the principle and its application is not adequate. Specifically, the prin-
ciple should have been recognized in 1945.

If, in 1934, it was appropriate to give the President authority to
increase tariffs 50 percent above the then-prevailing rates, why was
it inappropriate for that authority to be continued in 1945? We be-
lieve there is no answer to this question and that the reason the 1945
curtailment of protective authority went through was that the atten-
tion of the opponents of the trade-agreements program was focused
on the tariff cutting power.

Consider that since 1934 the rates stated in the United States tariff
have on the average been reduced by the President by approximately
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50 percent. Of course, many rates have been reduced the full 75 per-
cent permissible, but others have been reduced less than 50 percent, so
that on the average the tariff has been about cut in half. But this
refers only to the reduction in the formal rates. Actually, in this
interval, the average level of the tariff has been reduced by 75 percent.
This results from the fact that many of the duties, especially on arti-
cles imported in great volume, are stated in terms of specific rates,
that is, so many cents or dollars per gallon, ton, pound, and so forth.
As the price level increases, the incidence of the specific tariff aver-
aged about 50 percent ad valorem on all dutiable imports. It now
averages about 121/ percent ad valorem on all dutiable imports.

Yet, in the face of this startling reduction in the protective level of
our tariff, the President's authority to restore any reasonable measure
of protection has been severely curtailed by the 1945 law. This artifi-
cial and unreasonable limitation of the President's power should be
eliminated and the authority to increase tariffs should be restored
to what it originally was under the Trade Agreements Act of 1934.
This can be accomplished by striking out the date "January 1, 1945,"
on page 3, line 24, and inserting in lieu thereof the date "June 12, 1934."

We think it is essential that Congress adopt this amendment so
that it will let the people in the State Department and other executive
agencies know that the Congress regards the escape clause as of vital
importance and as intended to work and not as just a group of words
designed to garner votes for a free-trade program.

One result of the severe curtailment of authority to increase tariffs
is that in some cases the maximum increase permitted by the present
law is too small to permit the industry to continue in business and
accordingly the Tariff Commission has to recommend that absolute
quotas be put on imports. Now, there may be cases in which absolute
quotas are desirable, but our feeling is that as a general proposition
absolute quotas on trade are contrary to the fundamental American
system of enterprise. They promote Government interferences with
trade, and if carried to their logical conclusion, will result in systems
of licensing whereby importers must obtain specific permission from
bureaucrats for each item of their daily business.

We do not say, of course, that absolute quotas are always bad. There
may be some situations, especially of short-term nature, where an
absolute quota is necessary to preserve the domestic industry. But, as
a general proposition, we are convinced that the system of tariff pro-
tection is much more in conformity with the American system of enter-
prise than are absolute quotas. Businessmen can adjust to tariffs and
rely on their individual judgments. Quotas make too many business
decisions subject to governmental whim or veto. Accordingly, we
believe that any provision of law which artificially promotes a general
system of quotas on imports is vicious. If the Congress will restore the
tariff-increasing power to what is was under the original Trade Agree-
ments Act, much of the compulsion toward direct government inter-
ference in business will be removed.

Second, we would like also to call to the committee's attention the
second proviso of the proposed new section 350 (a) (1) (A), page 3,
line 7, that enactment of this act shall not be construed to determine
or indicate the approval or disapproval by Congress of the organiza-
tional provisions of any foreign trade agreement entered into under
this section. Similar provisions appeared in several prior extensions
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of the trade-agreements program, but the word "organizational" is
new. In other words, heretofore Congress has stated that it was
neither approving nor disapproving the trade agreements. Now the
statement is that the Congress is merely disclaiming approval or dis-
approval of the organizational provisions of the agreements. What
does this mean?

Does it mean that the Congress is approving all of the substantive
provisions of the agreements but is withholding its approval of only
the organizational provisions? We take it that the organizational
provisions are those relating to the methods of procedure under the
agreement, specifically, in the case of the General Agreement on Tariffs
and Trade, whether there should be established a permanent Secretariat
and what should be its function. Also, how voting should be done in
the organizations, and so forth.

On the other hand, there are several provisions of trade agreements
of a distinctly substantive nature, some of which are in conflict with
existing statutes of the United States. One of these is found in
article VII, paragraph 2 (a) of GATT, stating that the value for
customs purposes should not be based on the value of merchandise of
national origin. This is directly in conflict with the provisions of
section 402 of our Tariff Act, which require that in certain instances
the dutiable value shall be the American selling price of domestic
goods. If the Congress is only reserving jiugdment of the organiza-
tional provisions, does this mean that the Congress is approving the
substantive provisions? Especially those which are in conflict with
existing enactments of Congress? There are, no doubt, other provi-
sions of like nature which should be cited, but we believe this to be
enough to pose the question for your committee. Do you want to
give an approval to all of the provisions of trade agreements except
those that relate to organization? We believe that before approving
these provisions, the Congress should clearly have in mind all the
details that are involved and should make an independent judgment
of whether existing statutes should be superseded by the international
agreement. We submit that the word "organizational" on page 3,
line 10, should be deleted.

Third, we draw to the attention of this committee that one of the
chief items of discussion before the representatives of countries con-
sidering changes in the General Agreements on Tariffs and Trade at
Geneva is a report upon studies made of the great amount of foreign
funds being invested in the United States capital market. Comment-
ing upon these studies, the New York Times of January 2, 1955, states
in part:

The studies emphasized, for one thing, that the very countries that assert the
duty of the United States to help them with capital investments have been pouring
hundreds of millions of dollars a year of their own investment funds into the
politically secure United States capital market.

The studies also throw considerable doubt on the thesis that lowering the Amer-
ican tariff is essential to the establishment of better balance in world trade.

The above information is a true example of how the claim that we
must buy imports so that foreign countries can buy from us, is being
used against the American taxpayer as well as to cause unemployment
of American wage earners.

59884-55-pt. 1-33
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Gentlemen, certainly the industry for which I speak has no funds
with which to purchase stocks of other companies, nor to invest in for-
eign ventures. We might, in a modest way, have been able to do so if
we had not been busy paying large portions of our income in taxes to
our Government to give to other countries, one result of which, as above
stated, is that they take a part of this money and buy interests in Amer-
ican industry. Isn't this ridiculous-does it not amount to American
industry giving away shares in itself to foreign nations, while selling
like shares to Americans!

We do not hereby belittle the efficacy of the Marshall plan. How-
ever, the Marshall plan was projected as an action limited in time. If
the results of the plan have been so fruitful that foreign industry can
own portions of American industry to the amount of hundreds of mil-
lions of dollars a year then we respectfully submit that a further lower-
ing of tariffs is absolutely unessential and absolutely to the disinterest
of the American taxpayer and wage earner. As stated before, we do
not seek prohibitive tariffs now or at any time; we do believe that tariffs
should be equitable.

We wish to advise that we have prepared and have with us a small
exhibit illustrating the differences in our selling prices in this country
of domestic locks and those of imported locks. We would appreciate
it if the committee will permit Mr. Len Harris of the Presto Lock Co.
to explain this exhibit.

We thank the committee for this opportunity to present our views
on the pending bill, H. R. 1.

Senator FREAR. I am sure we will be glad to have Mr. Harris present
this exhibit. However, before that, do you have any questions, Senator
Carlson?

Senator CARLSON. Not at this time, Mr. Chairman.
Senator FREAR. Proceed, sir.
Mr. HARRIS. These boards have been broken down into general cate-

gories of luggage locks. We have these all labeled, as you can see.
This is a zipper bag lock coming in from England for $8. This one,

domestically made, is $13.50. The same here. As you can see on these
boards, these are a comparison of foreign locks, primarily German and
English coming into the country with the prices that they are selling
for here and you can see what they are.

These boards contain our own domestic locks.
Now, for the 7 manufacturers of this association, 1 board shows

trunk locks, zipper bag locks and small bag locks.
Would you like to take a look at that?
Senator FREAR. What is the difference in quality between the im-

ported locks and the domestic locks?
Mr. HARRIS. In the same price ranges, same locks, there is not too

much of a difference in quality.
Mr. COLEMTAN. Not too much.
Senator FREAR. What makes the difference in the cost of the two?
Mr. HARRIS. Primarily the labor factor overseas.
Senator FREAR. Senator Malone, this is the first witness since lunch

and Mr. Coleman has just completed his testimony, a copy of which
is before you, I think, and Mr. Harris is now presenting the practical
information.
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Mr. HAm~us. This board will show you the German locks that are
coming in at $12.50 and $13.75. It shows you American locks that
compare with it at $25 and $28.50.

This is what the domestic lock in a comparatively same price bracket
looks like. This is for $13.50 made in America against a $13.75 item
from overseas. You can see the German lock is a polished lock. The
American lock is a tumbled lock. The labor factor again is the rea-
son.

Mr. COLEMAN. Is it an inferior lock, as you see it, Senator Frear.
Senator FREAR. May I ask a question? Your industry manufac-

tures these locks and sells them to the luggage industry?
Mr. COLEMAN. Yes, sir.
Senator FREAR. IS this the price that the luggage industry has to

pay you for them?
Mr. COLEMAN. Yes, sir.
Mr. HARRIs. This will show the mainstay of the luggage lock in-

dustry. This is where the volume is done. This is the so-called pop-
ular price range.

You see the English lock goes for $13.50. Over here, $11.40 as
compared to the $18; $18, $12.60 and $18-all of which are domestic.

Mr. COLEMAN. In that connection, Senator Frear, we have as part
of our brief a letter from one of the larger manufacturers, Conn,
dwelling on the difference in these locks in detail saying why he had
to cancel an order he was ready to place with one of the firms in order
to buy the German lock which gave him a better quality for that price.
That is part of this brief here, sir.

Mr. HARRIS. This will show you the briefcase locks. As you can
see, this is $12.50 and $10.50 from England and Germany as against
$16.50 and $30 and $16.50 for the domestic lock.

This board will probably illustrate more clearly the German uses
a prepolished material. In this case, he is able to produce it at
$12.50. We also use prepolished material and the best we can do is
$16.50. However, they use a brass clad material which is a laminated
layer of brass on steel. After they have assembled the lock, they polish
it. They can produce that at $10.50 in Germany. We do not have
anything like that. We cannot buy that material unless we go over-
seas for it and if we do, the price is prohibitive.

The closest we can show is this American lock at $30 which is made
of steel, which has to be buffed and plated and lacquered. And the
labor factor in this $30 lock starting with the basic material is much
cheaper than the brass clad material and ends up almost three times
the cost.

Senator CARLSON. On my last flight in. I had my lock badly dam-
aged. I wonder if I could get one of these.

Mr. HARRIS. I am sure it wasn't a Presto.
We would like to introduce these as part of the permanent record.
Senator FREAR. That is admissible.
I think the explanation can be pretty well detailed and arranged.
Senator MALONE. I looked over your statement. It seems to be a

very reasonable request. What is the difference in the wages? I pre-
sume you covered it before you arrived. You noted the difference in
the price of the locks on the board. It seemed to be a difference of about
30 to 40 or 50 percent. What is the difference in the wages between
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here and Germany and between this Nation and England and other
competitive nations in this particular business?

Mr. COLEMAN. Would you accept answers which are not exactly
accurate-in other words, estimates?

Senator MALONE. Just a good summation.
Mr. COLEMAN. Let me preface that answer with this statement.

That this organization is only recently formed and as an organization
we have no final figures of any sort as yet. We are in the midst of
preparing those.

To get to your question' Senator Malone, to the best of our under-
standing, the difference between wage ranges of the most highly skilled
members of the industry in this country and in Germany, would run
about $2 to $3 and hour in this country for tool and die
makers. We are given to given to understand that in Germany they
can be had for as low as 58 cents an hour.

I cannot verify that, sir, but that, as I say, as is shown here in this
brief, is according to a recent issue of Life magazine which made a
survey on the subject of German automobiles.

Senator MALONE. It seems to us who are familiar with it-you
understand that the State Department has done most of the work for
the past 21 years had a perfect right under the present law to consider
many factors besides wages in costs of production in this country and
in the chief competitive country. You know that, do you not?

Mr. COLEMAN. I have been given to understand that, sir. That is
the practice.

Senator MALONE. The law is specific. Have you read the Trade
Agreements Act, the 1934 Trade Agreements Act as amended?

Mr. COLEMAN. I have just read H. R. 1.
Senator MALONE. It only amends and extends the present law. So

the present law prevails wherever it is not extended even if we extend
it on this basis.

Without going into detail, without waiting for the information to
be absolutely correct, instead of doing this job on the basis of fair
and reasonable competition, when that specifically in the 1930 Tariff
Act said that the Tariff Commission must determine the difference in
cost here and in the chief competitive nation and recommend that to
be the tariff.

But when this other law came along in 1934 and transferred the con-
stitutional authority or responsibility of Congress to the Executive, it
included many other factors like the good of the overall economy and
the relationship between industries in this country, like agriculture,
and your industry, we will say. And that political situation in Europe
as to whether it would help our overall position by allowing increased
imports in certain industry. Then these other factors all are con-
sidered. They no doubt think that it was necessary to reduce it 45
percent or 22 1/ percent. And you think that is harmful to your
industry?

Mr. COLEMAN. I do think so, sir.
Senator MALONE. Even the way it is now?
Mr. COLEMAN. The specific tariff rate is harmful, absolutely. That

is one of the points brought out here in the testimony.
Senator MALONE. If it is further reduced, you think it would be

fatal; is that right?
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Mr. COLEMAN. I would say that if it is further reduced, it very well
would be fatal; yes, sir. You see, we are specialists. We are a small
industry, as well.

Senator MALONE. Has your industry, your employment, been re-
duced as a result of these changes in the duties?

Mr. COLEMAN. Senator, I must refer back to the opening remarks
in which I say as an industry we have not yet been able to arrive at
any statistics. We have just recently formed.

You see, we have been very competitive for so many years we have
been driven to this association at long last for mutual protection.

Senator MALONE. How many different companies are members of
your association, sir?

Mr. COLEMAN. Seven, sir.
Senator MALONE. What is the employment, sir?
Mr. COLEMAN. I do not know that either, sir, except in ap roximate

round figures which might be 900 to 1,000 people but I don t want to
make that as a definite statement.

Senator MALONE. That is all right, an estimate. It is one of the
small industries that serves the people of the United States.

Mr. COLEMAN. Yes, sir.
Senator MALONE. And on that basis you think you ought to be able

to survive?
Mr. COLEMAN. We definitely think so.
Senator MALONE. Are you familiar with the provisions of the 1930

Tariff Act to which the regulation, the fixing of duties and tariffs
would revert to the Tariff Commission, under whioh it would revert
to the Tariff Commission if we did not extend this act?

Mr. COLEMAN. I am not familiar with it, no, sir.
Senator MALONE. Roughly, it simply provides, section 336 does,

that the Tariff Commission upon its own motion or request of pretty
near anybody may take up the matter of the adjustment of a tariff
on any product and determine that difference in cost, reasonable cost
in this Nation, and in the chief competitive country, and recommend
that difference as the tariff. Would that principle be satisfactory
to you?

Mr. COLEMAN. As a principle, I would judge so; yes, sir. It would
make it more equitable, if I may say that.

Senator MALONE. You could survive under something that gave a
difference in wage standard, living standards, taxes, and various costs
of doing business here, the difference in this Nation, and in the chief
competitive country, if that was represented by duty at all times,
raised or lowered to represent that difference, you could go ahead and
do business ?

Mr. COLEMAN. I think so; yes, sir.
Senator MALONE. But under this system where any factor can be

considered, the good of the whole country or the relationship between
industries or the political relationship of our Nation with foreign
nations, you think are in danger?

Mr. COLEMAN. Yes, sir.

Senator MALONE. If I understand you correctly, what you would
like to do is to see this act expire on June 12 and revert to the Tariff
Commission on that basis?
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Mr. COLEMAN. Senator, I do not know that our judgment would be
so broad as to move in that sphere. I do not think that we in the indus-
try could speak for the country as a whole for two reasons-

Senator MALONE. I am not asking you about the country. You
come here representing an industry.

Mr. COLEMAN. That is right.
Senator MALONE. What about your industry?
Mr. COLEMAN. I am not dodging your question, Senator; I am try-

ing to answer it fairly, sir.
Also, I am not familiar with your 1930 law in detail, but I would

say, sir, that
Senator MALONE. I will read it to you. I hate to have to read it

every time because it does seem to me that people who represent indus-
try should at least be student enough of the subject so that they know
what they are talking about, and I say this in all kindliness.
Mr, COLEMAN. I agree with you that we are deficient in that respect.
Senator MALONE. This is what the 1930 Tariff Act says with refer-

ence to change of classification of duties in order to put into force and
effect the policy of the Congress.

(Senator Malone read the passage referred to and previously ap-
pearing in this record.)

Senator MALONE. Now, that is about what you would want, is it not?
Mr. COLEMAN. On a technical matter like this we have employed

counsel and
Senator MALONE. Where is your counsel?
Mr. COLEMAN. Mr. Martin is counsel.
Mr. MARTIN. I am Edwin Martin. I am counsel for this associa-

tion.
Senator, I think there is no doubt the industry would prefer to have

the tariff governed by the provisions of section 336 of the Tariff Act
rather than by the Trade Agreements Act; but the industry does not
believe that June 12, 1955, would make any difference in that connec-
tion.

The reason is that even if this pending bill is not passed by the Con-
gress, there will be no more products, including luggage locks, under
the purview of section 336 of the Tariff Act than there are now.

Senator MALONE. Why do you say that?
Mr. MARTIN. Because the only temporary feature of the Trade

Agreements Act as now on the books is the authority to enter into
trade agreements. It is true the law says that the agreements must
be subject to termination at the end of not more than 3 years from
their effective date, but the law contemplates and permits that the
agreements may continue in effect indefinitely and in fact we have in
effect now agreements that have been in effect for 15 years.

Senator MALONE. I-low are they terminated, if you know?
Mr. MARTIN. They may be terminated by notice of either of the con-

tracting parties of an intention to terminate and the agreements pro-
vide a period of notice in them on which that notice may be given.

Ordinarily, it is 6 months after the 3-year period has elapsed.
Senator MALONE. Six months after the notice is given the coun-

try-
Mr. MARTIN. Ordinarily, some of them have a different period.

That is the usual one.
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Senator MALONE. Whatever it is, if the President of the United
States served notice on any country with which some agreement has
been made, say your locks, for example, within 6 months, then it re-
verts to the tarifff Commission in just the same manner as if there
bad never been a trade agreement; does it not?

Mr. MARTIN. If the President should give such notice, yes, sir; it
happens that a 60-day notice under GATT would be adequate for that
purpose.

Senator MALONE. On the locks.
Mr. MARTIN. Locks are now covered by the General Agreement on

Tariffs and Trade, yes, sir, and 60 days is the period in which we
could get out from the agreement if the President wanted to do it.
But the point I want to make is that the passage of June 12, with or
without the enactment of H. R. 1, has no effect on that decision of
the President.

Senator MALONE. That is about the first thing preparatory to a
notice, sir.

Mr. MARTIN. What is that, sir?
Senator MALONE. If we do extend it, then further trade agreements

can be made regardless of any notice? In other words, the notice
could be given now even with the-even if we do extend it? If we
extend it, you still are under the General Agreements on Trades and
Tariffs organization and you are still under the gun of the State
Department; are you not?

Mr. MARTIN. The point is that you are under that gun whether you
pass this H. R. 1 or not. The only way to get out from that gun is
to pass a law repealing the Trade Agreements Act.

Senator MALONE. You would not be out from under it then.
Mr. MARTIN. If

Senator MALONE. You are a lawyer. I do not want to take issue
with you because you should know. And I want you to listen to this
just once.

If you pass a law right now repealing the act, the President would
still have to serve notice on the country or a cancellation of that agree-
ment; would he not?

Mr. MARTIN. Unless the country were to violate the agreement.
That is so, Senator. We have had laws of Congress that acts of Con-
gress that went into effect, including tariff provisions, which did vio-
late existing treaties and agreements. They are rare, but it is con-
stitutionally possible, is all I am saying.

Senator MALONE. We have not gotten into that realm. What I was
asking you and what I am trying to get from the witness and he
deferred to you is whether or not you would like to go back to that
section 336. His answer was, "yes," and if it was and then if he
understood that, if we did not extend this act, all tariffs, articles upon
which there is no trade agreement revert immediately to the Tariff
Commission and the ones on which there are trade agreements revert,
if and when the President of the United States served notice or within
6 months or whatever period it is.

Mr. MARTIN. Senator, I think we have tried to make clear that we
would perfer to be under section 336.

Senator MALONE. That is all I asked you; thank you.
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You do understand, then, if I understand you properly, that the
President can at any time he cares to cancel such an agreement by
notice to the country with which such agreement is made.

Mr. MARTIN. Under the present law that is right, Senator.
Senator MALONE. If there were no law extended it would still be

that way.
Mr. MARTIN. If there is no new authority to enter agreements, that's

right, sir, it would be unchanged.
Senator MALONE. Thank you.
If I then understand you properly, and I am sure that I do, you

would prefer that this act not be extended and then that the President
should serve notice in due time that the trade agreements that are
made with whatever nation it was made, what nation was it made
with

Mr. MARTIN. The general agreement, sir.
Senator MALONE. I am talking now about what nation did we make

the agreements with.
Mr. MARTIN. We had made it with about 20 of them. I think the

lock concession was initially negotiated with the United Kingdom but
under the agreements all the countries have a legal right in the con-
cession.

Senator MALONE. We have the most-favored-nation concession or
clause--everybody knows that. That is true; is it not?

Mr. MARTIN. That is all right.
Senator MALONE. Now, let me ask your client here if what you

would prefer would be the expiration of this act under June 12, 1955,
and then the cancellation of this agreement through Presidential order.
Is that what you would like to see, and go back to the 1930 Tariff Act
under section 336 where it is set down the principle under which they
can fix the duty from time to time on a fair and reasonable competition
and give the difference in cost of production between this Nation and
the chief competing nations?

Mr. COLEMAN. o far as this particular industry is concerned, I
am sure that would be favorable to us.

Senator MALONE. I am not asking about any other industry and
you did not come to testify about any other industry.

Mr. COLEMAN. I was being explicit, sir.
Senator MALONE. That is very good.
You would not know anything about the steel business, would you?
Mr. COLEMAN. Very little. We buy a good deal of steel.
Senator MALONE. I would advise you, however, to read these two

acts if you are going to testify before committees about them. It
would be very helpful.

Now, you understand, further, I am sure you do, or at least your
attorney will, that if we do not extend this act, there is no further
authority for the General Agreement on Tariff and Trades at Geneva
or the assembly resolution of the United Nations creating another
trade or world trade organization or the State Department organiz-
ing something like International Materials Conference, that they did
organize and proceed to distribute the markets of this nation through-
out the world; that all of these trick organizations fall of their own
weight. They are no longer effective if we go back to the Tariff Com-
mission and the Tariff Act of 1930.
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Mr. COLEMAN. That is my understanding, sir.
Senator MALONE. That is what you want, is it not, in your own

business?
Mr. COLEMAN. In our industry it would be very favorable to us.
Senator MALONE. I will understand that you are not taking in any

other industry; you can be very free in your answers as far as that is
concerned.

Do you find yourself handicapped in securing new capital to go
into a business of this kind under the present situation?

Mr. COLEMAN. If someone wanted to do so, I think it would be
difficult under the circumstances, Senator. As a matter of fact, there
have been since 1950 three people who manufactured luggage locks
who have ceased making luggage locks through American competi-
tion, competition between American domestic producers. That is how
keen the competition is in our own industry.

Senator MALONE. Since what date?
Mr. COLEMAN. Since 1950. That is an approximation.
Senator MALONE. These imports have been coming in during that

time and since that time?
Mr. COLEMAN. Yes, sir.
Senator MALONE. Is it altogether from competition here or would

the imports have something to do with it, sir?
Mr. COLEMAN. I cannot state that accurately.
Senator MALONE. Three have gone out of business.
Mr. COLEMAN. That is right, sir.
Senator MALONE. We do not object to competition that pays ap-

roximately the same wages and taxes if someone can put us out of
usiness we are just out, are we not?
Mr. COLEMAN. That is right.
Senator MALONE. I was in the engineering business and we never

kicked about losing a job if we lost it to somebody paying the same
wages and same taxes.

Mr. COLEMAN. Yes, sir.
Senator MALONE. That is all, Mr. Chairman.
Senator BENNETT. Thank you, Mr. Coleman.
The next witness is Mr. Gwilym A. Price, president, Westinghouse

Electric Corp., Pittsburgh. Pa.

STATEMENT OF GWILYM A. PRICE, PRESIDENT, WESTINGHOUSE
ELECTRIC CORP., PITTSBURGH, PA., ACCOMPANIED BY E. V.
HUGGINS, VICE PRESIDENT

Mr. PRICE. Mr. Chairman and gentlemen of the committee, I have
with me Mr. E. V. Huggins, vice president of the corporation. Mr.
Iluggins has been living pretty close to this problem for 2 or 3 years.
I doubted whether it would be necessary to have him here with me
but after listening to the questions here today, I realize that he is
much more familiar with all these details than I am and I am very
happy to have him here.

My name is Gwilym A. Price. I am president of the Westing-
house Electric Corp. I have been chosen to speak on behalf of 51
companies in the electrical manufacturing industry. These companies
range from very large to very small producers, manufacturing a wide
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variety of products. I wish to file a copy of their recommendations
with my statement.

I should like to thank you for the privilege of appearing before
this committee. May I add, gentlemen, that yours is a most difficult
and demanding task. None of us envies you in this performance of
your public duty.

In speaking on January 27 before the House Ways and Means Com-
mitte, I made certain points on behalf of my own company. Mr. A.
F. Metz also testified on behalf of a number of companies. Addi-
tional information and recommendations were submitted by the manu-
facturers of communications equipment, who have also submitted a
statement to your chairman. I am now authorized to confirm the
comments and recommendations for all of the companies involved.
I will not duplicate the testimony and evidence before the House com-
mittee, but I will enumerate the points which were made. Summarized
very briefly, those points are :

First, the United States electrical manufacturing industry is in a
far worse competitive position today in world markets than it was
before the war. The relative difference in wages between United
States and foreign workers in the industry has increased. As a result,
foreign producers of heavy electrical power equipment, for example,
can undersell us in world markets by up to 30 to 40 percent.

Second, United States tariffs on electrical and communications
equipment and machinery, having been cut to a range of 83/4 percent
to 171/ percent, are now completely inadequate to protect us and our
workers against foreign competition in our own country.

Third, so far as my own industry is concerned, there has been no
trade liberalization abroad for the substantial tariff concessions we
have made under the Reciprocal Trade Agreements Act. In fact, so
far as I have been able to learn, no significant concessions have been
made by any countries which result in greater exports from the United
States. It is harder today to sell American-made electrical equipment
in foreign countries that manufacture such equipment than it was
either in the 1930's or just after the war. For instance, it is not possi-
ble to sell United States electrical power and communications equip-
ment in Germany, England, or Switzerland, which are the largest
foreign manufacturers of such equipment.

Fourth, foreign equipment does not have the capacity or reliability
of that furnished by United States manufacturers. Our power
supply and communications could face serious emergencies arising
from substantial delays and expense in overhauling and replacement
of foreign-built equipment.

Fifth, our electrical and communications systems and equipment, by
any standards we care to use, is the keystone of our ability to prepare
for any war emergency and to survive that emergency. Yet the pro-
curement policies of the Federal agencies are based almost entirely on
price and do not take these defense factors into first consideration.

That summarizes our position as expressed on January 27. This
committee has requested that new material be offered. "With your
permission, I should like to do that in offering you specific and con-
crete evidence on only one of the points I have made-the fact that
installation of foreign-built equipment entails a national risk of the
first magnitude.
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The statement that foreign-built power equipment is not of a qual-
ity equivalent to that of equipment built in United States plants is not
the conclusion alone of United States manufacturers. It is, rather, the
considered opinion of experts familiar with power equipment around
the world. I refer to Stone & Webster, one of the world's largest
engineering and construction firms. In a 1953 study which this com-
pany made on the effects of buying electrical power equipment abroad,
these statements are made:

It is the generally accepted opinion of engineers in the United States that
foreign-manufactured equipment does not have the capacity or reliability of
equipment furnished by United States manufacturers.

The experience with equipment and service provided by foreign manufacturers,
particularly at times of stress such as war, indicates that they cannot be depended
upon to deliver essential equipment as needed; nor to service that equipment after
it is installed.

In testimony of the electrical manufacturing industry on this point
in past years, we have always said that failure of foreign-built equip-
ment could happen and was likely to happen. Now we will give you
specific examples of such failures that have actually occurred.

1. In Canada, 3 large water-wheel generators were put into opera-
tion in 1 installation. Two units were Canadian built with design and
technical assistance from United States manufacturers. The other unit
was designed and built in Europe. All these machines were built to
meet the same specifications. The European unit failed last year very
shortly after it was put into operation. The failure was apparently due
to design deficiencies and serious damage was caused. Twenty-three
essential parts had to be replaced, with other major parts being re-
paired in the field by personnel from Europe. The replaced parts were
sufficiently small in size so that they could be flown in from Europe,
but they could not be produced by the manufacturer's subsidiary in
Canada. The unit was out of service 6 weeks. The two machines built
in Canada with the benefit of United States design and technical as-
sistance have shown no design deficiencies or failures. Each has been
shut down, 1 for 1 week and I for 3, due to not unusual initial oper-
ating problems.

2. On April 1, 1954, a 100,000 kilowatt unit of the Hearn generating
station in Toronto, the largest installation in Canada, exploded, de-
stroying the generator and setting off a serious oil fire. Four days later
a second unit similarly exploded. The third unit was down for fre-
quency conversion and so was not in operation. The fourth and final
unit was removed from service to avoid the possibility that it would
be similarly damaged. The major moving parts of the equipment had
to be returned to the manufacturer in England. No one in Canada
could repair or replace them. The damaged units are still not back in
service, almost a year later.

The resulting large power deficit has been supplied by utility com-
panies in Detroit and Niagara Falls, using in part generators manu-
factured and installed by American companies nearly 60 years ago.

No official figures have been released, but the amount of the loss is
readily estimated at $10 million. That is about equal to the total origi-
nal cost of the four generators.

3. The United States Government recently acquired ten 5,000-horse-
power electric motors of foreign design and manufacture. They were
installed for use in a vital Government-owned defense installation. Be-
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cause of poor design and engineering features, one of the motors failed.
As a result, and as a precautionary measure, all the remaining motors
were shipped to the plant of a domestic manufacturer for retreatment
and testing. Fortunately, this work could be done without substantial
rebuilding and replacement of parts. After the unavoidable delay of
some months that this entailed, the motors are back in operation at an
increase in efficiency.

4. A cooperative in the southeastern section of the United States
bought two 6,500-horsepower turbine generators from a Swiss manu-
facturer. Delivery was made on time and erection proceeded nor-
mally under the direction of an experienced engineer provided by
the manufacturer. The first unit was placed in service on December
6, 1954, and appeared to be in satisfactory operating condition. After
30 days of operation, certain parts failed. The unit is still out of
service and startup time is unknown at present.

5. A publicly owned electric utility in the United States purchased
two foreign-built generators of substantial size. The machines had
to be rebalanced, but the foreign manufacturer was unable success-
fully to do this. An American company had to be retained by the
utility to do the work. Thereafter the generators gave satisfactory
service for a short period. One machine then developed vibration.
The foreign manufacturer contended that the trouble was not in the
machine and was unwilling or unable to pinpoint the source of the
difficulty. The customer hired a firm of consultants to study the
situation; they reported that the foundation was at fault. In similar
circumstances, any American manufacturer would have assisted a
customer in locating the difficulty and would have provided a speedy
remedy.

There are many examples of similar experience with foreign-built
power and communication equipment in Latin America, particularly
during the last war, that might be cited.

What do these failures of foreign equipment prove? Briefly, they
prove that right now-today-in 1955-

1. Foreign equipment is not built to the standards of quality of
United States-manufactured equipment.

2. Foreign equipment does not meet the standards of performance
required by the power systems in this country.

3. Foreign manufacturing companies do not have in this country
or in Canada adequate facilities or staff to maintain, repair, and
service large or complicated electrical equipment.

4. When foreign equipment fails, the operating utility must look
to United States-built facilities to replace the lost power.

5. Differences in quality cannot be covered in the engineering speci-
fications, because of the complexity of the equipment, the highly
detailed engineering, and other factors common to the industry.

6. While a, foreign manufacturer is able to make adequate equip-
ment for use in his own or other foreign countries, he has not had
experience in building equipment of sizes and complexities required
by the heavy demands in this country but unknown in his own power
and communications systems. The experience of United States manu-
facturers in this larger and more complicated equipment has been
built up over the years. The solutions of the problems posed are com-
plex, detailed, and refined. It is not simply a case of making tbe same
thing bigger:
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In fact, the United States Government is itself beginning to experi-
ence some of these problems. In the fall of 1953, a foreign manufac-
turer received an order for large generators at the McNary Dam from
the Corps of Engineers-three times larger than any the foreign
manufacturer had ever built. When an American manufacturer re-
ceives an order of this type, he has no difficulty meeting the United
States engineering requirements of the job. The detailed engineer-
ing requirements, which can never be written into bid specifications,
are based upon American standards with which the Government and
the manufacturers are familiar.

In the case of the McNary Dam job, the wide difference between
European and American practice has created major difficulties be-
tween the Corps of Engineers and the foreign manufacturer. The
manufacturer has submitted such a minimum of information that it
has been very difficult for the engineers properly to check the few
drawings that have been received. The first items of parts, none of
which are critical, required 62 days' ocean volage to arrive at the
site of the dam and were not in good condition although usable.

The United States agencies which have to buy ana operate elec-
trical equipment prefer United States equipment. In the past, they
have frequently been overruled on theoretical "Trade not aid" prin-
ciples.

The statement was made before the Ways and Means Committee by
a leading propagandist for II. i. 1 that foreign manufacturers have
adequate service and replacement facilities in Canada. That state-
ment, gentlemen, is totally wrong. Certain of the nine companies
competing for United States power equipment orders maintain manu-
facturing facilities on this continent. These facilities are not, nor
are they held out to be, adequate to handle major repairs or mainte-
nance or to produce major replacement parts.

As the examples I have referred to show, they have not been used
for this purpose. To our certain knowledge, no foreign manufacturer
has in the W1estern Hemisphere a plant or staff adequate to handle
maintenance or repair of major items of equipment.

Not only do foreign manufacturing companies not have mainte-
nance facilities in the United States, but official records disclose quite
clearly that maintenance in foreign countries is itself inadequate.
The British Electricity Authority discloses that the "out" or "down"
time of generating equipment, all British made, in Great Britain's
electrical system is 13.2 percent of total hours of operation or nearly
twice that in the United States. As stated in a recent publication of
the British Electricity Authority, power facilities were inadequate on
February 2, 1954, to meet industrial and domestic consumer demands
because-
over 10 percent of the total generating capacity was out of commission because
of breakdown, overhaul and repair work, and other causes. This percentage is
not, however, an abnormal figure; on the contrary it is less than average.

In fact, the situation on maintenance and repair in Great Britain
has become so critical that Lord Citrine, chairman of the British Elec-
tricity Authority, has recently reported that, as a means of helping
to effect speedier repairs, the British Electricity Authority is plan-
ning to establish its own central workshops and maintenance orgaiza-
tion.
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As to the situation in Western Europe, generally, the 1950 report of
the Organization for European Economic Cooperation mission is
significant.

Maintenance of power systems in Europe is often prolonged due to delays in
the delivery of replacement parts. While similar delays do occur in the United
States, they are not so usual nor do they last so long.

Quite obviously, if foreign manufacturers cannot maintain their
equipment at home, where their factories are, they cannot maintain it
in the United States, several thousand miles away.

The United States electrical manufacturing industry, on the other
hand, is fully equipped to maintain and service its products through-
out the country. For this, it maintains a field staff of more than 3,000
engineers and more than 5,000 other technicians and highly skilled
workers. These are in addition to the industry's research, develop-
ment, and design staffs. The geographical coverage is such that within
a few hours practically every important generating station or manu-
facturing plant can be reached. Adequate personnel from all over
the country can be concentrated at any trouble spot.

For example, recently in Philadelphia a 150,000-kilowatt generator
furnished by a domestic manufacturer failed, and was damaged suffi-
ciently to require replacement. The normal time for manufacturing
a generator of this size is longer than 1 year. You have seen that the
two foreign-built generators of the Toronto plant still have not been
replaced almost a year after the explosions occurred. In Philadelphia,
the domestic manufacturers actually replaced the generator in just 11
weeks-a tremendous undertaking.

In the case of natural disasters such as the Kansas City flood or hur-
ricanes Carol and Hazel, the electrical manufacturing industry brings
in its field staff from all over the country to replace fallen wires and
repair damaged equipment. Thus the first prerequisites of rehabilita-
tion-namely, communications and power-are promptly and effec-
tively restored.

This could not be accomplished with foreign-built equipment in the
communications and power systems, for the United States electrical
manufacturing industry cannot provide comparable service for for-
eign-built equipment due to differences in standards. Much equipment
is custom built; for example, power generators. No two machines,
except those in the same station, are built alike. To make major
repairs to foreign-built waterwheel generators, the domestic manufac-
turer would require about 2 years-as shown by World War II ex-
perience.

In the case of transformers, we estimate that a major repair schedule
on a piece of foreign equipment would require two to three times as
many man-hours of work as a similar repair on a United States-built
transformer. If a standard replacement from our stock is compared
to a special adaptation of that replacement for a foreign transformer,
the ratio could rise to 10 times as many man-hours or more.

You may naturally ask the question why such countries, with a long
tradition of fine craftsmanship behind them, are not producing equip-
ment of a quality comparable to that of the United States manufac-
turers. The answer lies partly in the fact that the foreign manufac-
turers build exactly to the ordered capacity and allow very little
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reserve capacity. They count on plentiful and inexpensive mainte-
nance labor. They have not had to build to meet the load require-
ments of this country. They have not had the experience of United
States companies in producing large and complex equipment.

The export of power equipment by foreign companies is not an un-
mixed blessing for their own economies. For example, the British
Electricity Authority, in its report for 1953-54 shows that the rate
of installation of new equipment is not keeping up with the rate of
obsolescence and demand. In fact, one of the leading officials of the
authority, in 1953, reported-
Britain's use of industrial power needs to be about three times greater to reach
the American standard * * * The situation is gravely serious, for in addition
to our economic need for greatly expanded production, an efficiently equipped
industry is essential to national preparedness and military defense.

This points up two astounding paradoxes. First, Britain is export-
ing electrical equipment that it badly needs at home, to the detriment
of its production for export and for its national defense. Secondly,
the British electrical manufacturing industry is operating at capacity.
Ours is not. We have, in our industry alone, several thousand un-
employed. I, for one, intend to fight for American orders to provide
jobs for the American workers who are now unemployed. In the case
of my own company, at our plant in East Pittsburgh, where much
of this equipment is made, we have laid off employees with over 12
years' seniority. I cannot view that situation in a relaxed frame of
mind. Theoretical arguments of "trade not aid," "we must import
in order to export," and similar cliches do not provide jobs.

Heavy electrical-equipment plants built post-Korea under certifi-
cates from the Government that they were "necessary to the national
defense" are partially idle and their staffs partially disbanded. The
most recent published data of the Edison Electric Institute, as of
October 1, 1954, shows an increasing amount of estimated open ca-
pacity in the industry over the next 3 years. A tabulation showing
this is attached for your information.

It does not make sense to permit orders to go overseas, where they
are suffering from a power shortage and the electrical equipment in-
dustry is strained to capacity, when the United States electrical-equip-
ment industry has substantial idle capacity with employees out of
work. It also does not make sense to put foreign-built equipment in
our power and communication systems. No other producing country
does.

Nor can it be claimed that the United States public is saving money
as a result of lower priced imports. On every $100 worth of goods
sold, the governments in this country collect about $26 in taxes from
the manufacturer, its stockholders, suppliers, and employees. For-
eign manufacturers and foreign employees pay no taxes in this coun-
try. Cost of maintenance and repairs will be increased very substan-
tially. Our people must make up for that loss.

What is the remedy?
Average wages in this country in the electric-manufacturing in-

dustry are from 3 to 10 times those of its foreign competitors-a
greater spread than ever existed prewar. This spread increases as
aggressive union activity and Federal wage supports have their effect.
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Prewar, a tariff of 35 percent assured employment and permitted the
industry to build up with sound organization, sound engineering, and

sound development to do the job it was called upon to do in World
War II. Insofar as Federal purchases of heavy electrical equipment
were concerned, there was an additional 25 percent differential pro-
vided by the Buy American Act. The result was that the American
utility industry was able to provide power for our war industries with-
out any major breakdown such as has occurred within the past 2 years
in the case of foreign-built equipment.The answer is obvious. Power equipment and communication equip-
ment are an essential part of the security system of the United States.
Without it, our defense mobilization base and our industries engaged
in providing military end items would be unable to operate. Looking
to the specific provisions of H. R. 1, an amendment should be written
in to provide for increases in the tariff rates on electrical and com-
munication equipment and other essential equipment and commodities.
This should insure installation of electrical equipment which can be
depended upon and the maintenance of organizations which can be
depended upon in the event of an emergency. The free markets of
the world in the nonmanufacturing countries provide a yardstick for
such increases. In these markets, foreign manufacturers can and do
undersell those in the United States by as much as 30 percent to 40
percent.

For essential security items, and power equipment and communica-
tion equipment are not the only ones to fall in this category, an em-
bargo on the shipment of foreign power and communications equip-
ment into the United States is not too much to ask in the interest of
the country. The other manufacturing countries which are seeking to
sell in this market impose just such an embargo.

(The table accompanying the statement is as follows:)

Scheduled and open capacity American heavy electrical equipment industry (as
of Oct. 1, 1954)

1957 and

Total capacity shipped and scheduled for shipment 1954 1955 1956 lar

Steam turbine genciators (in kilowatts) 12,014,800 10, 406, 50 4,809,400 1,631,100
Estimated open capacity .... .............-.................. 675, 000 6,100, 000 14, 100, 000

Generators for hydraulic turbines (4,000 kilowatts and
large, in kilowatts) ............................... 1, 819, 100 1, 401,900 430. 700 35, 000

Estimated open capacity ................................ 200, 000 2, 300, 000 2, 700,000
Steam generators (in 1,000 pounds steam per hour) ---- - 102, 074 54, 122 10, 073 2,250

Estimated open capacity 29----------------- -, 0 1 3 02, -0
Hydraulic turbines (5,000 horsepower or larger, in hol se-

powet -............... ....................... . 3,272,400 2,378, 400 813, 400 945, 250
Estimated open capacity ...... ....... ...-------- - ----- 1,100, 000 3, 200, 000 3, 700,000

Power transformers (501 kilovolt-ampere and larger, in
kilovolt-ampere) ................................... 63, 669, 000 24, 403, 000 4,184,000 2, 000

E stim ate open capacity ..... ------------------ 1,000, 000 49, 000, 000 70, 000, 000 73, 000, 000

SOURCE: 16th Semiannual Electric Power Survey, Edison Electric Institute, October 1954, pp. 12-14.

In summary form, Mr. Chairman, I have been chosen to speak on
behalf of 51 companies in the electrical manufacturing industry.
These companies range from very large to very small producers manu-
facturing a wide variety of products. I am filing with the committee
a printed copy of their recommendations.
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(The recommendations referred to are as follows:)

RECOMMENDATION S OF ELECTRICAL MANUFACTURERS ON FoREIGN TRADE POLICY

Presented by the manufacturers listed on pages 6, 7, 8, and 9 representing over
$3,330,000,000 in annual sales and having more than 235,000 employees

• There exists considerable divergence of opinion on a proper foreign trade policy
for the United States. A widespread lack of knowledge is evident as to the impact
of free trade on specific industries which definitely indicates that each industry's
products must be considered individually. We hope that our contribution will
be considered constructive in speaking as members of the electrical manufactur-
ing industry which is the "sine qua non" of all industries requiring either electric
power or communication.

Limitations of the market
The United States does not have a limitless market and naturally many of its

industries, including the undersigned, are extremely anxious that their markets
(built up at their own expense and through hard work) be not thrown wide open
to foreign competition, based upon substandard wage rates and modern equip-
ment, at the risk of a declining economy, loss of jobs and a probable wave of
bankruptcies.

Our foreign trade problems stem largely from the fact that we continue to de-
velop industrial capacity at least equal to our ability to increase an already high
domestic demand. There is no excess demand of substantial size. This domestic
market is the result of a selling technique unequaled anywhere in the world.
Naturally, such a market is looked upon as made to order, with practically no
promotional cost, for any foreign industry since they have access to modern
equipment, extremely low wage rates, currency manipulation, and a very well
entrenched policy of subsidy in many forms.

Bad jobs for good ones ?
The companies signing this brief make products which have a labor cost of

30 percent or more of total cost and foreign competition is based on rates from
one-tenth to one-third of our labor cost. This differential cannot be made up by
any labor saving machinery which has not been made available to foreign manu-
facturers nor can any management technique overcome both this hurdle and that
of high taxes.

Certainly this great country will survive even if the majority, or a substantial
minority of its citizens suffer economically from an import policy based upon
incomplete information. The voters will change it, or most probably your com-
mittee will change it, but by that time the damage can be disastrous. We must
insure that any policy does not eliminate more jobs than it creates or does not
export good jobs in this country transformed into substandard jobs elsewhere.

Controlling the balance of trade
We know that we can be an importing country simply because we are that

today. But we also know that our imports have been selective by reason of
tariffs. We are, therefore, concerned with what products require a tariff and
how much, and also with what volume of imports we can maintain our high level
economy. If trade is to be kept in balance multilaterally and if we are to be as
self-sufficient as is mandatory under present-day world conditions, we cannot
afford to let trade balance either get out of hand or reduce our economic level.
Further, we should not seriously jeopardize our tax bases at a time when Govern-
ment expenditures and revenues are in a deficit balance.

Recommendations for long-range policy
It is, therefore, quite obvious that the enormity of the problem does not permit

of final solution in any one session of Congress but rather that necessary policies
be laid down for continuing legislative survey and action. It is respectfully re-
commended that:

(1) A careful analysis be made of those products which are absolutely neces-
sary for defense, security, and welfare, and action be taken to protect them
completely. Manufacturers of electrical power and communication equipment
are in this category.

(2) Encourage the import of those items which are not in competition with
existing industries in the United States and especially those which constitute a

59884-55-pt. 1 -34
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necessary raw material for the manufacturer of our industrial and defense
products.

To say that the United States maintains overall substantially high tariffs does
not reflect the facts. World comparison shows us to be 8th from the lowest in
a list of 43 countries. We have an average rate of 5.1 percent in a range from
1.6 percent to 46.3 percent. Certainly we are giving foreign industry plenty of
opportunity to export into this country with such a low average tariff.

(3) After protecting essential industries, place equitable tariffs and quotas
on items not necessary for defense but subject to substantial foreign competition
of substandard elements of cost which cannot be offset by mass production tech-
nique. We certainly would not expect to maintain our own economy and at the
same time provide anything like an unlimited market for English, German, Swiss,
Japanese, and other foreign industries. The satellite countries, which were a
large share of the market of those industries, cannot possibly be replaced by us.
Therefore, any trade concessions which we make must be limited and such
limitations must have proper relation to our multilateral trade balance. Cer-
tainly, no one can say how much of our markets would go to foreign manufac-
turers without a reasonable tariff. Any such statement is 100 percent guesswork.
Our markets are lush compared with any other country and are bound to attract
an increasing volume of uncontrolled imports.

(4) Make every effort to furnish our marketing and selling techniques to other
countries which have too much productive capacity. All people want more and
more products. This demand can only become activated by concentrated market-
ing, financing, and producing, in that order. The facilities for these functions
which are used in the United States are many; such as competent advertising
and marketing staffs, installment credit, higher incentive wages, opportunities
for all employees, equity capital, machine tools, etc. Even in Europe, with more
than 200 million people (who are aware of advanced standards of living), they
have not commenced to realize the market potential. Certainly there is a great
spread between their per capita consumption and ours. A very good index is
the per capita use of electricity. The following schedule indicates those coun-
tries which need aggressive marketing techniques:

Per capita kilowatt-
hour consumption of

Country: electrical energy
United States -------------------------------------------- 2,984
Sweden ---------------------------------------------- '2,905
Switzerland -------------------------------------------- 12, 425
United Kingdom ----------------------------------------- 1, 048
France -------------------------------------------------- 939
Europe (exclusive of U. S. S. R. and satellite countries) ------------ 923

These countries lack fuel supplies and their consumption of electrical energy for pur-
poses where others use gas, oil, and coal magnifies their general use of electrical energy.

The introduction of our marketing techniques can be accelerated by making
it attractive for United States capital to invest in foreign industries.

(5) Inasmuch as expansion of total international trade seems to be the de-
sirable goal, we must create the atmosphere in which such expanded trade can
exist. Our own domestic trade area consists of 48 individual federated States
with the same money standard, with no tariff barriers, and with directly com-
parable conditions of competition. How can we provide these same conditions
in those areas which have lower per capita consumption than ours and/or which
want to trade in our market? If increased international trade is only possible
with the satisfactory basic elements of suitable money standards, equal
competitive conditions, and the elimination of other trade barriers, anything we
do in such emotional efforts as unlimited "trade not aid" will be expensive, tem-
porary, and to no avail. We must, therefore, point our efforts toward duplicating
in world trade the same commercial atmosphere that now exists between our
own States.

(6) Provide the means by which necessary protection of industry can be had
as we proceed to find the proper solutions toward ultimate expansion of inter-
national trade. Our Tariff Commission should be given what strength is neces-
sary to carry on a policy which can aim for better international trade while pro-
tecting defense and welfare.

These recommendations are presented after reviewing many objective studies
which we name below (copies of which have been submitted to your committee)
and from which we quote in the attached appendix.
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Minority Report of Randall Commission on Foreign Economic Policy
Stone & Webster Report-The United States Electrical Manufacturing

Industry and Its Relation to the Security, Health, Safety, and Welfare
of the Country, prepared for NEMA

Analysis of Legislation, Treaties, and Regulations Affecting the Ability of
American Manufacturers to Compete with Foreign-Produced Goods, pre-
pared for NEMA

National Industrial Conference Board Report-The United States and Its
Foreign Trade Position, prepared for NEMA

American Tariff League Reports on Comparative Wages and Comparative
Tariff Rates-Strength at Home

Study by Forstmann Woolen Company-Importance of Wool Manufacturing
and Other Textiles in our National Economy

United States Council-International Chamber of Commerce-The Expan-
sion of Trade

World Trade and the United States-Claudius Murchison for the Ameri-
can Cotton Manufacturers Institute.

The careful analyses and statistical data which have gone into these works
make them necessary reference material for any discussion of this subject.
Their factual integrity is inherent, of course, in their authorship which is greatly
respected.

An area for immediate attention
There has been much debate by those who hope to achieve increased inter-

national trade in a hurry versus those who see immediate danger signals. The
minority report of the Randall Commission plainly indicates the danger of hasty
conclusions.

While mass-production industries and those in special fields such as publica-
tions, do not see any material foreign competition in their own field as yet,
there are many industries which are feeling enough of the impact of such coin-
petition to really become anxious. They are the industries which need your
attention.

The following companies in the electrical manufacturing industry have joined
in presenting this statement in an effort to solicit your attention to the desirable
protection of their markets. Because of the greater use of labor in their prod-
ucts as against mass-production items, every additional man that might be
added in a mass-production industry because of increased foreign business,
would probably cost two men in these electrical manufacturing companies who
would no longer receive tariff protection. We are vitally concerned with jobs
because jobs furnish the markets for both mass-produced items and all other
products. We are also vitally concerned with the probable decline of continu-
ing research which has had to be compatible with our remarkable growth.

Electrical manufacturing companies presenting this statement

The Acme Wire Co -------------------- Hamden, Conn., and New Haven, Conn.
Allis-Chalmers Manufacturing Co ------- Terre Haute, Ind., Boston, Mass., Nor-

wood, Ohio, Pittsburgh, Pa., and
West Allis, Wis.

Anaconda Wire & Cable Co ------------- Orange, Calif., Sycamore, Ill., Ander-
son, Ind., Marion, Ind., Muskegon,
Mich., Great Falls, Mont., and Hast-
ings-on-Hudson, N. Y.

The Arrow-Hart & Hegeman Electric Co__ Hartford, Conn.
Century Electric Co ------------------- St. Louis, Mo.
S. H. Couch Co., Inc ------------------- Quincy, Mass.
Delta-Star Electric Division-H. K. Por- Chicago, Ill.

ter Co., Inc.
Duncan Electric Manufacturing Co --- Lafayette, Ind.
The Electric Controller & Manufactur- Cleveland, Ohio

ing Co.
The Electric Products Co --------------- Cleveland, Ohio
Electric Specialty Co ------------------ Stamford, Conn.
Elliott Co ---------------------------- Ampere, N. J., Jeanette, Pa., and Ridg-

way, Pa.
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Electrical manufacturing companies presenting this statement-Continued

Fairbanks Morse & Co ------------------ Stuttgart, Ark., Pomona, Calif., East
Moline, II., Freeport, Ill., Kansas
City, Kans., Three Rivers, Mich., St.
Louis, Mo., St. Johnsbury, Vt., and
Beloit, Wis.

The Falk Corp ------------------------ Milwaukee, Wis.
The Formica Co --------------------- Cincinnati, Ohio
General Electric Co.-Laboratories de- Various locations

partment.
General Electric Co. - High - voltage Philadelphia, Pa.

switchgear department.
General Electric Co. - Low voltage Philadelphia, Pa.

switchgear department.
General Electric Co. - Medium - voltage Philadelphia, Pa.

switchgear department.
General Electric Co. - Large motor and San Jose, Calif., Fort Wayne, Ind.,

generator department. West Lynn, Mass., Schenectady,
N. Y., and Erie, Pa.

General Electric Co. - Locke depart- Baltimore, Md., and Schenectady,
ment. N. Y.

General Electric Co. - Medium steam Lynn, Mass.
turbine generator and gear department.

General Electric Co. - Power trans- Rome, Ga., and Pittsfield, Mass.
former department.

Hudson Wire Co ...... Winsted, Conn., Cassopolis, Mich., and
Ossining, N. Y.

Kennecott Wire & Cable Co ------------ Phillipsdale (Rumford 16), R. I.
Kirkwood Commutator Co ------------- Cleveland, Ohio
Kuhlman Electric Co ------------------ Bay City, Mich., and Crystal Springs,

Miss.
Kurz & Root Co --------------------- Los Angeles, Calif., and Appleton,

Wis.
Landers, Frary & Clark --------------- New Britain, Conn.
McGraw Electric Co.:

Bersted Manufacturing Co. Division- Boonville, Mo., Moberly, Mo., Fostoria,
Ohio, and Oakville, Ontario, Canada

Bussmann Manufacturing Co. Divi- St. Louis, Mo.
sion.

Clark Division ------------------- Chicago, Ill.
Line Material Co. Division -------- Birmingham, Ala., North Kansas City,

Mo., Olean, N. Y., Zanesville, Ohio,
East Stroudsburg, Pa.. Sherman,
Tex., Kenova, W. Va., Barton, Wis.,
South Milwaukee, Wis., and Tor-
onto, Ontario, Canada

Manning, Bowman & Co. Division-- Fostoria, Ohio, and Elgin, Ill.
Pennsylvania Transformer Co --- Canonsburg, Pa.
Toastmaster Products Division Elgin, Ill.

(commercial).
Toastmaster Products Division Elgin, Ill.

(domestic).
Tropic-Aire, Inc ----------------- Fostoria, Ohio

Memco Engineering & Manufacturing Co_. Commack, Long Island, N. Y.
Mica Insulator Co --------------------- Schenectady, N. Y., and Rutland, Vt.
S. Morgan Smith Co Philadelphia, Pa., and York, Pa.
Murray Manufacturing Corp----------- Brooklyn, N. Y.
National Electric Products Corp -------- Torrance, Calif., Linden, N. J., and

Ambridge, Pa.
New England Mica Co ---------------- Waltham, Mass.
The Ohio Brass Co -------------------- Barberton, Ohio, and Mansfield, Ohio.
The Ohio Electric Manufacturing Co ---- Maple Heights, Ohio.
The Okonite Co ----------------------- Passaic, N. J., Paterson, N. J., and

Wilkes-Barre, Pa.
Pacific Electric Manufacturing Corp --- San Francisco, Calif., Santa Clara,

Calif., and Scranton, Pa.
Pass & Seymour, Inc ----------------- Solvay, N. Y.
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Electrical manufacturing companies presenting this statement-Continued
Phelps-Dodge Copper Products Corp .... Los Angeles, Calif., 1 mill; Fort

Wayne, Ind., 2 mills; Bayway, N. J.,
2 mills; Yonkers, N. Y., 3 mills.

Picker X-Ray Corp -------------------- Cleveland, Ohio.
Porcelain Products, Inc ---------------- Carey, Ohio, and Parkersburg, W. Va.
Proctor Electric Co -------------------- Arbutus, Baltimore County, Md., and

Philadelphia, Pa.
The Reliance Electric & Engineering Co__ Ashtabula, Ohio, Cleveland, Ohio,

Euclid, Ohio, Welland, Ontario,
Canada.

Robbins & Myers, Inc ------------------ Springfield, Ohio, and Memphis, Tenn.
Rockbestos Products Corp -------------- New Haven, Conn.
John A. Roeblings Sons Corp ------------ Trenton, N. J.
Rome Cable Corp -------------------- Torrance, Calif., and Rome, N. Y.
Sangamo Electric Co ------------------- Springfield, Ill.
Smoot-Holman Co ------------------- Inglewood, Calif.
Stackpole Carbon Co ------------------ Kane, Pa., Johnsonburg, Pa., and St.

Marys, Pa.
Steber Manufacturing Co -------------- Broadview, Ill.
Syntron Co --------------------------- Homer City, Indiana County, Pa., and

Blairsville, Indiana County, Pa.
The R. Thomas & Sons Co -- Lisbon, ,Ohio.
Wagner Electric Corp ----------------- Mount Vernon, Ill., and St. Louis, Mo.
Westinghouse Electric Corp ------------ Bridgeport, Conn., Baltimore, Md.,

Boston, Mass., Buffalo, N. Y.,
Brooklyn, N. Y., Elmira, N. Y., New
York, N. Y., Bloomfield, N. J.,
Newark, N. J., Jersey City, N. J.,
Cleveland, Ohio, Lima, Ohio, Mans-
field, Ohio, Beaver, Pa., East Pitts-
burgh, Pa., Essington, Pa., Pitts-
burgh, Pa., Sharon, Pa., Sunbury,
Pa., Trafford, Pa., and Hampton,
S.C.

A-PPENDIX

Important quotations from available studies on ftwigo trade

GENERAL STATEMENTS

Commission on foreign economic policy-minority report January 1954
Page 1: "(1) The (majority) report was prepared too hastily, without ade-

quate consideration of the views of our industries, farmers, and workers, all of
whom would be adversely affected by its recommendations."

Page 2: "(2) The (majority) report does not meet the mandate of Congress
because it fails properly to coordinate foreign economic policy with domestic
economy and national security of the United States."

Analysis of legislation, treaties, and regulations affecting the ability of American
manufacturers to compete with foreign-produced goods

Page 30: "American producers are subject to various statutes and regulations
which, because of conditions they attach to the employment of labor, tend to
increase production costs."

Pages 41-42: "Prior to the war, American industry to a considerable extent
was protected from ruinous foreign competition by then existing legislation.
The Buy American Act was an effective instrumentality for protection because
the administratively adopted 25 percent cost differential really meant something.
Since the policy of 'trade not aid' was not in existence, there was no pressure
on agency heads to ignore the cost differential and base awards on public interest
considerations. Moreover because of the absence of inflation the 25 percent
differential could have been a fair measure of the differences between foreign
and domestic costs. The impact of the Reciprocal Trade Agreements Act of 1934
was not severe. Trade agreements with competitive countries were not consum-
mated until late in the thirties and their significance was soon eliminated by the
outbreak of war in 1939.
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"Now, of course, the situation has radically changed. We have seen how post-
war trade agreements have substantially reduced the rates established by the
Tariff Act of 1930 and prewar trade agreements and we have noted the manner
in which the policy of 'trade not aid' is overriding the protection hitherto afforded
by the Buy American Act.

"All this leads to the question of what legal procedures can affected industry
now follow to protect itself. Unfortunately the answer must be that very little,
if anything, can be done under existing conditions. Our study has shown that
there can be little hope of success if one attempts to obtain relief by invoking the
'Escape clause' or 'Peril point' procedures of the Reciprocal Trade Agreements
Act."

The United States and its foreign trade position
Page 2: "3. The rate of increase of imports of electrical equipment reflects

the rehabilitation of foreign industry and its approach toward a surplus position.
"The rate of increase in imports has accelerated significantly in more recent

years, as compared with a slowing down in the growth of exports."
Pages 3, 4, 5: "5. Foreign manufacturers of electrical products have very large

labor cost advantages over United States competitors. These advantages are
greater now than ever before.

"(a) In 1952 total monetary hourly wages and wage supplements (converted
into United States dollars at official exchange rates) of the 9 nations covered by
the survey ranged between only 10 percent of United States wages (and supple-
ments) in Japan to 33.0 percent in Belgium and Sweden. In 1938, the range was
from 7.3 percent in Japan to 46.6 in Germany.

"Wage supplements have now become a significant factor in any wage compari-
sons among nations. For example, in France and Italy such supplements exceed
one-third of the cash wages of their workers.

"The wage ranges for 1938 and 1952 in the 9 countries were as follows:

1952 1938

United States ---------------------------------------------------------------.- 100.0 100.0
Belgium.. -- - 3.3. 0 34.5
S w ed en .... . . . ...... .............. .... ... ....... .................... .... 33.0 44.1
France -------------------------------- ------------------------------ - - - - - - - - - 30. 43.3
U united K ingdom --------------------------------------- 28.0 37.0
S w itzerlan d - ---------------------------------------------------------------- 23 8 33.9
Germany --------------- 22 0 46.6
N etherlands ------------. . . . . -- - 20. 7 41.0
I ta ly ......................... ....... . ................ . ... ................-19 .6 2 2 . 7
J a p an . . . . ... .. . .. .. .. .. . ... . . .. .. . ... .. .. . .. .. . .. . .. . .. .. .. ... ... . .. . .. 9 9 7 .3

"The wage differentials between the United States and these nine countries
have widened substantially in the postwar years. Only Japan, of the nine coun-
tries, has increased its wage rates relative to the United States since 1938.
Germany, as shown by the above table, has moved from her prewar position of
the highest wage country among the nine nations to the fourth lowest in 1952."

"(c) The legal workweek (before overtime payments become due) ranges
between 44 and 48 hours in most European countries. Overtime payments are
not generally more than 25 percent above regular wages."

"6. Foreign exporters almost universally enjoy the benefits of many and
varied kinds of both domestic and export subsidies, as well as a rather wide
variety of other types of aid from their government. United States industrial
producers enjoy much less assistance of this sort."

The United States electrical manufacturing industry and its relation to the
security, health, safety and welfare of the country

Page i: "The economy of this country, its great productivity and high stand-
ard of living is dependent upon electric power and the proper equipment to use
it. The extraordinary development of the United States economy has been
made possible by the United States electric utility industry expanding its ca-
pacity and by the United States electrical manufacturing industry developing
and producing the equipment for generating, transmitting, and distributing elec-
tric power and for using it effectively and economically.

"From 1946 through 1955, the electrical industry will have produced and put
in service more electrical equipment than in the previous seventy-odd years of
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its history. The generating capacity scheduled to be in place by 1955 will be
more than double the 1946 capacity.

"The continuous and uninterrupted supply of adequate electric power is essen-
tial to the industrial, agricultural, and domestic economy and health of this coun-
try. Without such power the expansion of industry, the growth of agriculture
and the improvement in the standard of living which have taken place would
not have been possible.

"The great progress made in the United States in the use of electricity is
due to the recognition of the great potential of this form of energy by users
and producers of electrical equipment and their continuous cooperative effort
to develop the equipment necessary to realize this potential.

"There is intense competition among United States manufacturers to develop
new and better equipment. This continuous development is accomplished with
the funds of private companies, without Government subsidy.

"Standards for equipment are established which maintain that high degree
of reliability and high quality of electrical service accepted as commonplace in
this country.

"Progress in establishing international standards has been slow as United
States representatives, at meeting held for this purpose, have refused to lower
United States standards and European representatives, seemingly content with
their lower standards, have declined to raise their standards to our level."

Page 5: "It is significant that 19.8 percent of the scientists and engineers
engaged in all manufacturing industries in this country in 1951 were working
in the electrical manufacturing industry. Of the funds expended for research
and development by all the manufacturing industries in 1951, 24.5 percent was
spent in the electrical manufacturing industry. Part of this work is directly
related to the defense effort. The personnel engaged in classified work for the
Army, the Navy, or the Atomic Energy Commission must be cleared for this
purpose.

"The funds expended for research and development in the electrical manu-
facturing industry amount to 3.6 percent of the sales dollar. The correspond-
ing amount spent by all manufacturing industry is 0.71 percent. This means
that the rate of expenditure for research and development in the electrical manu-
facturing industry is five times the rate for all industry."

The importance of wool manufacturing and other textiles in our national economy
This brochure of only 26 pages is a most concise exposition of the necessity

for the protection of our fundamental industries and their millions of well-paid
employees who comprise the greatest market in the world.

STATEMENT RE IHZCOIMIENDATION NO. 1

The expoinsiont of trade-United State.s Council of the Itternational ('h~imber of
Commerce, Inc.
Page 11: "If progressive tariff reduction threatened to eliminate or unduly

diminish the volume of production of domestic industries which are strategically
essential to the Nation, provision must be made for the maintenance of those in-
dustries and ,kills. We suggest that the initial responsibility for meeting this
problem should rest with the National Security Council. It should be empowered
to direct the Department of Defense to place orders to maintain those industries."

Page 1. : "On strategic items the Department of Defense should be empowered
to make domestic purchases for security reasons or to insure the maintenance of
strategic industries and skills."

Commin4ssion on Foreign Economic Policy-Minority report January 1954
Page 19: "Recognizing that certain industries, particularly public service in-

dustries such as transportation, electricity and gas, and communication, are basic
to the entire economy in both peace and war, any sound policy should consider the
necessity of insuring that their operation is not dependent upon any foreign
sources of supply of equipment or maintenance which cannot be depended upon in
any emergency."

The United State electrical manufacturing indust?y and its relation to the
security, health, safety, and welfare of the country
Page 7: "That United States built equipment generally is capable of operating

above capacity was a significant factor in the outstanding performance of
American industry during World War II. During the war when power demands
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rose above the rated capacity of the electric utility industry, the utilities were
able to operate equipment well above rated capacity. This practice has continued
since the war and the ability of United States built equipment to tolerate such
overloads is recognized in statistics on capability of the Edison Electric
Institute."

Page 9: "The disaster service record of the United States electrical manufac-
turing industry. The electrical manufacturing industry of the United States has
assumed important responsibilities in emergencies, such as the disasters caused
by flood, fire, and explosion. Their engineers, technicians, highly skilled work-
men, as well as their manufacturing plants, local repair shops, inventories of
finished products and materials have been made available immediately for resto-
ration to normal service of damaged electrical equipment and products. The
pool of more than 8,000 experienced engineers, servicemen, technicians, and highly
skilled workers is drawn upon to send to a stricken area on short notice. It is
impossible to estimate the material and equipment which could be made avail-
able, including facilities which could be improvised from local resources, by the
ingenuity of these workers. It is evident that foreign manufacturers could not
render an equivalent service irrespective of their natural desire to restore to
service equipment of their own manufacture and this necessarily would be left
largely to the United States manufacturers, assisted by any advisory personnel,
materials and parts which could be flown into the area from abroad or from
depots in the United States. It is also evident that personnel, materials, and parts
of foreign manufacturers in the United States are limited in amount and variety
as compared with those of the United States manufacturers."

Page 11: "Experience with equipment of foreign manufacture, drawn from
instances in which American electrical manufacturers were asked to service,
replace, or rebuild such equipment, clearly indicates the hazards of purchasing
essential equipment from foreign manufacturers."

Page 15: "The experience with equipment and service provided by foreign
manufacturers of electrical equipment, particularly at times of stress such as
war, indicates that they cannot be depended upon to deliver essential equipment
as needed nor to service that equipment after it is installed. Because complete
information, drawings, and specifications, for equipment furnished by foreign
manufacturers are not available, and because of differences in basic design and
manufacturing practices, it would be difficult for electrical manufacturers in the
United States to repair or service such equipment.

"If very much essential electrical equipment is purchased from foreign manu-
facturers for installation in the United States some reduction in the rate of
expansion and the rate of operation of American industry and of agriculture and
civilian utilization of electric power can be expected."

STATEMENT RE RECOMMENDATION NO. 2

The American Tariff League-how low are United States tariffs?

Page 2: "Table I shows the United States as a low man on the tariff totem
pole. The United States ratio is 5:1. It will be explained later why this ratio
is slightly lower than would be the case if United States Government statistics
were used as a basis. Above the United States are 35 countries with higher tariff
levels than the United States, ranging from 5: 6 up to 45: 3. Below the United
States are only seven countries.

"From this comparison we must conclude that the United States tariff level is
lower than that of most countries today."

STATEMENT RE RECOMMENDATION NO. 3

The American Tariff League--what about the wage gap?

Page 2: "The importance of the wage gap in determining tariff policy was ex-
pressed by United States Secretary of Commerce Sinclair Weeks in an address
before the National Foreign Trade Convention, November 16, 1953:

"What I do suggest is that in the process of determination, when we come to
those products where there exists radical differences in domestic and foreign
labor costs not offset by greater productivity and where the output of this product
is important to a substantial segment of the American economy, then we be
guided in our tariff determination to the end that an adequate recognition of the
labor standards of our workers in that industry be made.
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"Given this type of fair competition, I am entirely willing to place United
States industry on its mettle as against any other industry anywhere in the
world. Thereafter, let the man who makes the better mousetrap get the
business."

Page 3:
TABLE I.-The wage gap-Comparative average hourly earnings of industrial

workers in the United States and selected foreign countries in United States
dollars

Country Date Hourly Wage
Country ateearnings gap

U nited States .... .... .. . ....................... October 1953 - $1.78
Canada -.---------------------------- - - Septem ber 1953 ..... . . $1.38 $0. 40
Sweden I ............ . .. . .. . . M ay 1953 ----- 75 1.03
New Zealand I - March 1953 ..... .. ... .69 1 09
N orw ay I -------------------------------- --- .- 2d quarter 1953 ..... ..... .60 1 18
Switzerland ----..-------- ... . ....-- October 1952 ---- 57 1.21
Argentina I ..... .... . ... . M arch 1953 ... .. ... 57 1 21
Belgium ------------------ 3d quarter 1952 ... . .. .. .48 1.30
United Kingdom - April 1053 ... ........... 47 1 31
F ran ce -------------- - - -- --- - -d o ..... . .. ........ . 46 1.32
Germ any ---------------- M ay 1953 . . . .. - -. - .44 1.34
Italy ------ July lN53 - 37 1.41
Ireland -une --- -- June1953 . .. ......... 35 1.43
Japan .. . -------- - Year 1952 _ 19 1. 59

I Adult male workers only.

Many, perhaps most, foreign countries today add to the wages of workers
a substantial group of benefits that vary, in kind and amount, from country to
country. They range up to 50 percent of the basic wage and are, in part, made
immediately available to the workers, not earmarked for their ultimate possible
benefit as with social security taxes in the United States.

Commission of foreign economic policy-minority report January 1954
Page 9: "It [majority report] fails to recognize the existence of the funda-

mental principles of international trade and the essential philosophy of tariff
policy development which Congress has followed since 1792. Under these pol-
ices we have developed the most dynamic, the most productive, and the most
balanced society of all history with the highest living standards for our people."

Page 17: "We have supplied the means for new plants, machinery, and know-
how in our programs of foreign aid, but we did not contemplate by this action
that our aid would be further extended to give away also the domestic markets
of our own industries and workers to absorb this newly created foreign capacity."

STATEMENT RE RECOMAMNIATION NO. 4

Commission on foreign economic policy-minority report Jan1uary 1954
Pages 16-17: "What is needed, quite obviously, is not a redivision of exist-

ing markets. We must expand these markets and create new ones."
"Much has also been done, both privately and through our Government, by

way of technical assistance-but this effort has been to increase production, not
to expand consumption. Expanding consumption through improved marketing
facilities and methods is what is now needed."

Page 19: "(7) Unquestionably, American investment abroad should be en-
couraged. Incentives by way of tax revision are now under consideration by
the Joint Committee on Internal Revenue Taxatiomn and this phase of the prob-
lem will, therefore, be considered by Congress."

World trade and the United States-By Claudius Mlurchison (Economic Ad-
visor-The American Cotton Manufacturers Institute, Inc.)

Page 3: "Most currencies, with the exception of the dollar, are either value-
less as international media of exchange, or so restricted as to have usefulness
only in limited areas. Wide disparities have been created among national price
levels. The bases of international free market operations have disappeared.
Most movements of commodities or capital are tightly regulated. World trade
Is the prisoner of bureaucratic control."
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Page 27: "World trade is entangled in a jungle of restrictions which not only
impede the interchange of goods, but make virtually worthless most of the
world's currencies as media of international exchange."

STATEMENT RE RECOMMENDATIONS NO. 5

Commission on foreign economic policy-minority report January 1954
Page 5: "During such a period it may be possible to regain multilateral con-

vertibility of currencies on a gold standard basis, return to the traditional tri-
angular trade which existed for decades before it was disrupted by wars, and to
adjust the political and ideological differences which now prevail between the
East and the West."

Page 6: "We ourselves propose that the United States could further stimu-
late foreign investments by exempting foreign governments from registration
with the Securities and Exchange Commission of their securities offered to
American investors, putting them on the same basis as our own States."

Pages 12-13: "As Mr. Bernard Baruch pointed out in his statement before
the Commission:

"In all studies of this kind too much emphasis was placed on tariff reduc-
tion as if it held the solution to all international economic difficulties. One
effect of this distorted emphasis is to give foreign countries an excuse for blam-
ing their troubles on the United States, and by feeling sorry for themselves,
to overlook what they must do on their own. * * *

"At present the lack of stable currencies is a far more serious obstacle to free
trade than tariff barriers. These barriers take the form also of quotas and em-
pire preferences. As long as currencies continue to be manipulated, all trade
is made more difficult. What trade does take place, tends to be forced through
government channels. If the energies and ingenuities of the multitude of indi-
vidual traders all over the world are to be given a chance, as is so vital, the very
first requirement is to have a free nmrket and free currencies.

"Nothing stimulates trade more than the knowledge that currencies are indeed
freely interchangeable. Nothing does more to block the flow of trade, apart
from war, than the fact that a nation's currency lessens in value beyond its own
borders.

"It may be argued that currencies cannot be stabilized and kept stable unless
there is a far larger volume of trade. Under certain conditions this argument
would have validity. One of the responsibilities of the Randall Commission, as
I see it, is to ask itself whether the instability of currencies is really due to a
shrinkage of trade or whether the causes lie in the unwillingness of governments
to do what must be done, to live within their means; also, in the failure to make
peace. If these and other questions are faced up to, the answers may be un-
pleasant, but no policy can succeed if it is based on an evasion of the facts. No
doctor's recommendations are better than his diagnosis."

"This position of Mr. Baruch was vigorously supported by Mr. Per Jacobson,
representative of the economic advisers to the Bank of International Settlements,
when lie appeared before this Commission in Paris.

"There he said:
"'Convertibility means a free exchange market * * * a free exchange market

means getting rid of exchange controls-the worst features of restraint on trade
* * * now why do we have convertibility? You know the textbook reasons,
that there is more world trade, more prosperity, and a raised standard of living
and these reasons are very correct. * * * I also believe that in all European
countries we shall never get the savings and confidence in the currencies really
before we get convertibility. So we will never be able to stand on our own legs
before we get a sound currency system * * *. It is my honest belief that the
only way to stop aid (United States aid abroad) safely is to see that the countries
apply monetary discipline, and I know of no other way to get them to do it than
to have convertible currency * * * convertibility is for me one of the great de-
fenses for a free economy.'

Page 13: "Nowhere in the Commission's entire report is any reference made
to the desirability of return to gold as a basis for regaining multilateral con-
vertibility and trade, despite the fact that an international gold standard has
been proven over the years to be the best method of attaining and maintaining
convertibility."
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STATEMENT RE RECOMMENDATION NO. 6

The American Tariff League, Inc.-Strength at Home

Page 7: "Since today's tariff system is sometimes powerless to prevent or
remedy injury by rate adjustment alone, there should be recourse to quotas
or other forms of administrative or legislative regulation in individual cases
when necessary. These should be of an emergency character and should be
applied only when tariff changes are inadequate:

Commi8sion on Foreign Economic Policy-Minority Report January 1954

Page 18: "The fundamental principle guiding the review and the recom-
mendations of the Tariff Commission should be that of equalizing, by tariffs, the
overall differentials which exist between this country and other countries. Any
such review would, of necessity, reflect the fact that in mass production indus-
tries, with high and efficient mechanized processes, tariffs can be low or non-
existent. Such review would also reflect the fact that in industries manufactur-
ing custom-built goods, with high labor content, tariffs, to insure continued re-
search and development and to insure a sound economic and defense structure,
may require higher rates. Any such tariff structure would have to be sufficiently
flexible to provide formulas for administrative adjustment to compensate for
foreign governmental subsidies and other discriminatory factors which would
militate against United States producers in their own home markets.

"Obviously, in any review, protection should be eliminated or avoided for in-
dustries which are economically unsound and are not required for the economy
and security of the country. Frivolous efforts by individuals or organizations
to start new industries not essential to the economy, which can be more economi-
cally conducted elsewhere, should be discouraged."

Mr. PRICE. The recommendations contain a list of the companies I
have referred to.

Senator MARTIN. The signatory companies are in the statement.
Mr. PRICE. Yes, sir.
I thank you for the privilege of appearing before this committee.
May I add, gentlemen, that yours is a most difficult and demanding

task. None of us even advise you in this performance of your public
duty.

This committee has requested that new material be offered. With
that I will comply. But I wish to confirm the statements and recom-
mendations offered by Mr. A. F. Metz representing 51 companies in
the electrical industry, by the telephone equipment section of the
National Electrical Manufacturers Association, and by myself, before
the House Ways and Means Committee.

Senator MALONE. Do we have any part of that testimony that is

not included in the statement included for the record submitted also
for the record?

Mr. HUGGINS. It is not included in the statement submitted for the
record. It is in the record of the House hearings. The statement sub-
mitted for the record includes a summary of the conclusions and rec-
ommendations made by the three witnesses referred to.

Senator MALONE. Mr. Chairman, the hearings in the Senate com-
mittee are going to be very widely read among industrialists. I pre-

sume the hearings from the other side of the Capitol would be read,
also.

However, there are some that are dependent upon the Senate com-
mittee and I really believe that any part of the statement that is not

included in the statement submitted to this committee to complete the
record should be included.

Senator BENNETT. It is the understanding of the Chair that the

Senate rules forbid the republication of material that has already
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been printed as a public document; and to the extent that these docu-
ments, this material in the House hearings falls within that limita-
tion, I think it is impossible for us to accept it for the record, but if
there is any part of the statement made in the House that was not
printed in the House hearings, it probably would qualify.

Senator MALONE. Well, Mr. Chairman, I will not press the point.
I will not argue the point about the Senate document. I think as far
as the Senate document is concerned, that is true. As far as evidence
is concerned before a separate committee, if it is a part of the state-
ment, I am pretty sure that there is no objection but I will not press
the point, Mr. Chairman. It is just for the full information of not
only this committee but the people that are watching this very closely
all over the country.

Senator BENNETT. As the Senator knows, this is the printed copy
of the House hearings in these two thick volumes. I am sure the
material that we will develop will be almost as thick. So I think-

Senator MALONE. I have had a little trouble getting the number I
would like to get of that House record, but I will not press the point.

Senator BENNETT. Mr. Price.
Mr. PRICE. With your permission, then, I should like to offer you

specific and concrete evidence on only one point: The fact that pur-
chase and installation of foreign-built equipment entails a national
risk of the first magnitude. In testimony of the electrical manufactur-
ing industry on this point, in past years, we have always said that
failure of foreign-built equipment could happen and was likely to
happen.

Now, we will give you specific examples or one specific example in
my oral testimony of some such failures that have actually occurred.

On April 1, 1954, a 100,000-kilowatt unit of the Hearn generating
station in Toronto, the largest installation in Canada, exploded, de-
stroying the generator and, setting off a serious oil fire. Four days
later, a second unit similarly exploded. The third unit was down for
frequency conversion and so was not in operation. The fourth and
final unit was removed from service to avoid the possibility that it
would be similarly damaged.

Senator M.LkLNE. What kind of a unit was this? What make?
Mr. PRICE. This was a generator built in England, a turbine gen-

erator.
Senator BENNETT. To generate electric power.
Mr. PRICE. Generating electric power.
The major moving parts of the equipment had to be returned to the

manufacturer in England. No one in Canada could repair or replace
them. The damaged units are still not back in service, almost a year
later.

The resulting large power deficit has been supplied by utility com-
panies in Detroit and in Niagara Falls using in part generators manu-
factured and installed by American companies nearly 60 years ago.
No official figures have been released but the amount of the loss is
readily estimated at $10 million. This is about equal to the total
original cost of the four generators.

Senator MALONE. Were these relatively new generators?
Mr. PRICE. Yes, sir. They had been in operation merely a matter

of months.

534
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My complete statement submitted contains four other detailed ex-
amples of failure of foreign built equipment in the United States and
in Canada.

There are many other instances of such failures in Latin America
that could be cited.

What do these failures prove?
Briefly, they prove that right now, today, in 1955, first, foreign-

built equipment is not built to the standards of quality of United
States manufactured equipment.

Second, foreign equipment does not meet the standards of perform-
ance required by the power systems in this country.

Third, foreign manufacturing companies do not have in this coun-
try or in Canada adequate facilities or staff to maintain, repair, and
service large or complicaated electrical equipment.

Fourth, when foreign equipment fails, the operating utility must
look to the United States built facilities to replace the lost power.

Fifth, differences in quality cannot be covered in the engineering
specifications because of the complexity of the equipment, the highly
detailed engineering and other factors common to the industry.

Senator MALONE. 'What do these units include, if you would name
them?

Mr. PRICE. They were turbines and the accompanying generator.
It was the generator which failed and exploded. You know there is
a shaft, the rotor, and the blades and the general nature of the gen-
erator. While a foreign manufacturer is able to make adequate equip-
ment for use in his own or other foreign countries, he has not had expe-
rience in building equipment of sizes and complexities required by
the heavy demands in this country, but unknown in his power and
communications systems.

The experience of United States manufacturers in this larger and
more complicated equipment has been built up over the years. The
solutions of the problem posed are complex, detailed, and refined.

It is not simply a case of making the same thing bigger. In fact,
the United States Government is itself beginning to experience some
of these problems. In the fall of 1953, a foreign manufacturer re-
ceived an order for large generators at the McNary Dam for the Corps
of Engineers three times larger than any the foreign manufacturer
had ever built. The wide difference between European and American
practice has created major difficulties between the Corps of Engineers
and the foreign manufacturer.

The manufacturer has submitted such a minimum of information
that it has been very difficult for the engineers properly to check the
few drawings that have been received.

The first items of parts, none of which are critical, these parts being
imbedded in the concrete, required 62 days ocean travel to arrive at
the site of the dam and were not in good condition although usable.

The United States agencies which have to buy and operate electri-
cal equipment prefer United States equipment. In the past, they have
frequently been overruled on the theory of trade-not-aid principles.

Senator MALONE. About this trade-not-aid, the aid has not decreased
very much. You just mean aid; don't you?

Mr. PRICE. But that is the slogan that I am referring to.
Senator MALONE. That was invented by, and I pinned it right on

him right after he created it in 1951-unfortunately he was not here
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when the London bankers created a reciprocal trade slogan for us to
mouth.

Mr. PRICE. The statement was made before the Ways and Means
Committee of the House by a leading protagonist for H. R. 1, that
foreign manufacturers have adequate service and replacement facili-
ties. That statement, gentlemen, is totally wrong. To our certain
knowledge, no foreign manufacturer has in the Western Hemisphere
a plant or staff adequate to handle maintenance or repair of major
items of equipment.

Not only do foreign manufacturing companies not have mainte-
nance facilities in the United States, but official records disclose quite
clearly that maintenance in foreign countries is itself inadequate.

In fact, the situation on maintenance and repair in Great Britain
has become so critical that Lord Citrine, chairman of the British
Electric Authority, has recently reported that as a means of helping
to effect speedier repairs the British Electricity Authority is planning
to establish its own central workshops and maintenance organization.

Quite obviously, if foreign manufacturers cannot maintain their
equipment at home where their factories are, they cannot maintain it
in the United States several thousand miles away.

The United States electrical manufacturing industry, on the other
hand, is fully equipped to maintain and service its products through-
out the country. For this, it maintains a field staff of more than 3,000
engineers and more than 5,000 other technicians and highly skilled
workers.

The United States electrical manufacturing industry cannot pro-
vide comparable service for foreign built equipment due to differences
in standards.

You may naturally ask the question, why such countries with a long
tradition of fine craftsmanship behind them are not producing power
equipment of a quality comparable to that of the United States
manufacturers.

The answer lies partly in the fact that the foreign manufacturers
built exactly to the ordered capacity and allow very little reserve ca-
pacity. They count on plentiful and inexpensive maintenance labor.
They have not had to build to meet the load requirements of this
country. They have not had the experience of United States com-
panies in producing large and complex equipment.

The export of power equipment by foreign companies is not an
unmixed blessing for their own economies. For example, the British
Electricity Authority in its report for 1953-54 shows that the rate of
installation of new equipment is now keeping up with the rate of
obsolescence and demand.

In fact, one of the leading officials of the authority in 1953 reported,
and I am quoting now:

Britain's use of industrial power needs to be about three times greater to reach
the American standard. The situation is gravely serious, for in addition to our
economic need for greatly expanded production an efficiently equipped industry
is essential to national preparedness and military defense.

This points up two astounding paradoxes. First, Britain is export-
ing electrical equipment that itbadly needs at home to the detriment
of its production for export and for its national defense.

Secondly, the British electrical manufacturing industry is operat-
ing at capacity. Ours is not.



TRADE AGREEMENTS EXTENSION

We have in our industry alone several thousand unemployed. I,
for one, intend to fight for American orders to provide jobs for
American workers who are now unemployed.

In the case of my own company, at our plant in East Pittsburgh,
Pa., where much of this equipment is made, we have laid off employees
with over 12 years seniority. I cannot view that situation in a relaxed
frame of mind. It does not make sense to permit orders to go overseas
where they are suffering from a power shortage, and the electrical
equipment industry is strained.

Senator MARTIN. How many have you been required to lay off at
your East Pittsburgh plant?

Mr. PRICE. Senator Martin, at the height of our employment in 1953
we had 18,000 people employed. We have laid off 2,700 and quite a
few of the remaining are on a 4-day week.

Senator MARTIN. You do not hav e any overtime .
Mr. PRICE. Very little of it except in a very few operations. It also

does not make sense to put foreign-built equipment in our power and
communications system. No other producing country does.

What is the remedy?
The answer is obvious. Power equipment and communication

equipment are an essential part of the security system of the United
States. Without it, our defense mobilization base and our industries
engaged in providing military end items would be unable to operate.

Looking to the specific provisions of H. R. 1, an amendment
should be written in to provide for increases in the tariff rates on
electrical and communications equipment and other essential equip-
ment and commodities. This should insure installation of electrical
equipment which (can be depended upon in the maintenance of organi-
zations which can be depended upon in the event of an emergency.

The free market. of the world and the nonmanufacturing countries
provide a yardstick for such increases. In these markets, foreign
manufacturers can and do undersell those in the United States by as
much as 30 to 40 percent.

For essential security items and power equipment and communica-
tion equipment are not the only ones to fall in this category. An
embargo on the shipment of foreign power and communications equip-
ment into the United States is not too much to ask in the interest of
this country.

The other manufacturing countries which are seeking to sell in this
market impose just such an embargo.

Senator MARTIN. Mr. Chairman, might I ask a question?
Senator BENNETT. The Senator from Pennsylvania.
Senator MARTIN. Mr. Price, some time ago I received a report of

the-last October-of the Advisory Council on the subject of foreign
trade. Are you a member of that organization?

Mr. PRICE. I am a member of the Business Advisory Council to the
Department of Commerce.

Senator MARTIN. Can you explain to us what that really is?
Mr. PRICE. It is an unofficial body of businessmen, a few educators

Government officials, who at some time or another have been members
of the BAC, who are confidential advisers to the Secretary of
Commerce.

Senator MARTIN. Who creates that council?
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Mr. PRICE. I believe it was-the precedent was established under
Secretary of Commerce Roper and it has been carried on. I believe
it is created by appointment of the Secretary of Commerce.

Senator MARTIN. Are you familiar with the report to which I
referred of last October?.

Mr. PRICE. Fairly familiar with it.
Senator MARTIN. What does it recommend as far as tariff policy

is concerned?
Mr. PRICE. There were two reports submitted. The first one was

in November 1953. It recommended an extension of the Reciprocal
Trade Agreements Act for 2 years with no increased authority. That
was in November of 1953.

In October of 1954, a new committee recommended, approved an
extension of the act for 3 years and the 5 percent reduction per year
which is a part of this bill provided that there must be full hearings
before any reductions. Also, strengthened escape clause with tariff
committee recommendations mandatory in the absence of defense
considerations.

During the 3-years extension, the Tariff Commission to make a new
and complete study with a view to the overall revision of tariffs, not
on an industry basis but on a product-by-product basis within in-
dustries.

The objective of the revision should be reasonable and legitimate
protection for domestic producers who would be seriously hurt.

Also, consideration was to be given to the national defense, health,
and welfare as well as expansion of foreign trade.

Rates should put foreign producers on a comparable competitive
level with efficient United States producers.

And this substantially, without going into many details, comprises
four of the principal provisions of the report.

Senator MARTIN. How was that report made. How did you come
to those conclusions?

Mr. PRICE. That report was made by a special committee under the
chairmanship of General Clay, Gen. Lucius Clay. The special com-
mittee of which I was a member submitted the report. It was unani-
mously approved by the whole membership of the BAC at the October
1954 meeting and was published immediately thereafter by the Sec-
retary of Commerce.

Senator MARTIN. Mr. Price, would you care to comment on how
H. R. 1 meets the recommendation of this report?

Mr. PRICE. Senator, if I may, sir, at the privilege of the committee,
I am not as familiar with all of the language of this H. R. 1 as my
associate, Mr. Huggins is. if he may answer that question, I would
prefer that he did, sir.

Senator MARTIN. If you would permit.
Senator BENNETT. Without objection.
Senator MARTIN. I would like very much to because I think it is

pretty important.
Mr. HUGCINS. I think there is a basic difference in philosophy be-

tween the BAC report and H. R. 1. H. R. 1 is specifically designed to
further foreign trade in so many words without regard to the other
factors that are mentioned in the BAC report whereas the basic
philosophy, I believe, in the BAC report is the legitimate protection
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for domestic producers and the establishment of rates following a full
study by the Tariff Commission of the current tariff situation which
would place foreign producers on a comparable competitive level with
United States producers. It would not exclude them but it would
not give them-it would remove the advantages that their low-wage
costs and the other factors that contribute to the lower prices on foreign
goods contribute to the existing situation.

That is a broad philosophy difference.
On the question of GATT, the Business Advisory Council felt that

GATT should be limited primarily to an organization to recommend
policy and trade philosophy rather than an active organization
through which tariffs were set. I think that the view of the BAC
does not fit in with the first section of H. R. 1. I think it is 3 (a) (1)
(a) where they have extensive language which comes from GATT
and in which they also have the provision which simply provides that
the enactment of H. R. 1 shall not be deemed to approve or disapprove
the organizational provisions of GATT.

The implication is there, as previous witnesses have indicated, that
by limiting the approval and disapproval the org-anizational provisions
of GATT, H. R. 1 can be construed as impliedly approving the sub-
stantive provisions of GATT which Congress has never before done
and which so far as I know Congress has never had the opportunity
to see.

There are 2 or 3 other major features. I think there is one provi-
sion of H. R. 1 which directs that the President, whenever he can,
shall disregard classification categories. That has been commented
on by other witnesses.

And I think the Business Advisory Council report specifically con-
templates a very selective approach to the tariff problem and the
President himself has stated and recommended that any approach to
the tariff problem be selective. In that regard, H. R. 1 might be
considered as inconsistent.

Under the principles of the BAC report, I think you might con-
template a strengthening of the escape clause so that the recommenda-
tions of the Tariff Commission or the findings of the Tariff Commis-
sion as to the existence or nonexistence of injury would be binding
and mandatory and subject to overrule only for defense conditions,
defense considerations.

Senator MARTIN. Thank you very much, Mr. Chairman.
I would like to ask Mr. Price another question.
You are reported in the papers last week as stating that your com-

pany had taken more business for power equipment in the first 2
months of 1955 than you had in all the year of 1954. How do you
reconcile that with the statement that you have made to us here this
afternoon ?

Mr. PRICE. Senator Martin, I would like you to have the back-
ground for that statement.

Senator MARTIN. I think I understand a part of it but I am asking
this question more to enlighten the committee and also the Congress
and the American public.

Mr. PRICE. And also to keep the record clear.
At the time the statement was made, we were dedicating a $7 or $8

million steam laboratory in addition to our steam turbine facilities in
59884-55-pt. 1-35
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the south Philadelphia or Chester, Pa., as against a background of the
necessary moving of a section of that plant out to Kansas City, Kans.,
as against a background of unemployment and the prospect of even
further unemployment over the next year or so.

In the Delaware Valley, the Westinghouse Electric Corp. employs
some 11,500 people with an annual payroll of some $75 million. So
it is a matter of concern to those people when an unemployment situa-
tion arises.

As a result of a very, very low ordering of new business by utilities
in the year 1954, and the latter part of 1953, our backlogs in that
division are decreasing. There is every probability that over the next
12 months the employment level in the plant may be lower than it is
today. I wanted to give some assurance that looking ahead not to
1955, or not even to 1956 necessarily, but that sometime in late 1956
or 1957, the new orders that we received in December of 1954, January
of 1955, and February 1955, would mean more jobs in the late 1956 and
early 1957, because that is what the lead time is in that type of business.

Senator MDARTIN. Thank you very much.
Mr. PRICE. Also, I might say that the principal things that we com-

plain about in this plant in south Philadelphia is a little, very little
affected by the things that we are meeting in this business. It is the
water-wheel generator. It is the hydroelectric projects where we meet
this competition principally. We do not meet it in our domestic utili-
ties. As a rule, they do not buy foreign equipment and the plants
which are affected by the hydroelectric jobs placed by the Government
are in east Pittsburgh, not in south Philadelphia.

Senator MARTIN. And a whole lot of your trouble is by things that
are placed by the Government, then, rather than by private industry?

Mr. PRICE. That is a large part of our problem because by and large
private industry recognizes the strength, the willingness of the domes-
tic manufacturers to build extra capacity into their equipment, to turn
handsprings to install it and service it, and see that it performs
properly.

Senator LRTN. Mr. Chairman, I am not asking the next question
just to kind of brag on what we have in Pennsylvania, but to carry out
the principle of the question asked a moment ago. West Penn is erect-
ing or has erected a couple of plants. The Penn Power erected that
magnificent plant upon the Delaware at Martin's Creek, and several
others, but all of that has been purchased domestically. There hasn't
been any competition from anything for it.

Mr. PRICE. No.
Senator MARTIN. The real competition that you have had with

foreign manufacturers has been through orders placed with the
Government?

Mr. PRICE. That is right. By and large, Senator, that is true.
Senator MARTIN. Mr. Chairman and other members of the com-

mittee, that was the thing that just surprised me. It amazed me. You
take Pennsylvania has a great deal of unemployment and it is largely
because of the conditions in the mines. The same applies to West
Virginia and Kentucky. But when I went into this unemployment
and I found that the Federal Government was giving orders to foreign
countries and these dynamos and things like that, I was really very
much surprised because I like to see a man have an opportunity to
work at gainful employment he is qualified to do and at wages, if he
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is frugal and thrifty that he can have something to show for it, for
his efforts at the end of the year.

I was just surprised and I wanted to bring that out. And I apolo-
gize to the chairman and the other members of the committee for
taking the time, but it is to me a vital thing.

Mr. PRICE. Senator Martin, if I might be a little more specific on
this point you just mentioned

Senator MARTIN. I wish you would.
Mr. PRICE. I would like to be. I have told you that from my point-

that from the high point of our employment in East Pittsburgh, Pa.,
right outside of Pittsburgh, of 18,000 in 1953 we have reduced our
employment by some 2,700 people; in that plant at East Pittsburgh,
we have a large new generator aisle. It manufactures generators
both for steam turbines and for hydroelectric turbines. Twenty mil-
lion dollars plus of our own money went into that plant built under
a certificate of necessity with about 7.5 percent of the cost under rapid
amortization. It was, necessary, we thought at the time, for the
national defense.

.As a result of the Government jobs placed with foreign manufac-
turers with these low-wage scales, under )rice consideration only,
where Westinghouse was the low domestic bidder, we estimate today
that in our, l)rincipally in our East Pittsburgh division if the business
we had lost in 1953 and 1952 were moving through our aisles today,
we would have approximately a thousand more jobs in the Pitts-
burgh area. That is a "four" under the Labor Department indices-
a 4-A labor area.

Senator MARTIN. It is a 4-A labor area.
That is very interesting. It is a matter that I think ought to have

the very serious consideration not only of the Congress but the
people of the United States, that they know of that situation.

Our unemployment in Pennsylvania is a critical thing and it has
given a lot of us considerable worry. These 2,700 that you have had
to lay off, I presume quite a number of them own their own own
homes or having partially paid for at least?

Mr. PRICE. I certainly think so because that seems to be something
that all of our people want to do. It is characteristic of the
corporation.

Senator ARTIN. The employment of the Westinghouse plant at
East Pittsburgh, they are a very high grade type of man, it is my
recollection. I have not seen them for a long while. I have not been
in your plant for years. But I used to go through it occasionally
because it was educational.

Mr. PRICE. These people, most of them, are highly skilled.
Senator MIARTIN. Thank you very much.
Senator MALONE. Mr. Price, I was just down to York, Pa., and

went through the Smith plant there. They do manufacture, I guess,
some of the approximately same type of equipment?

Mr. H(cGINs. That is the water wheel instead of the generator that
goes with it.

Mr. PRICE. Is that Baldwin-Lima-Hamilton?
Mr. HUcoINS. S. Morgan Smith.
Senator MARTIN. Where is that located?
Senator MALONE. In York, a great manufacturing town.
Mr. PRIoE. They make a water wheel which turns the-
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Senator MALONE. It is massive equipment, a good deal like yours,
the same type of thing.

Senator MARTIN. The greatest diversity of industry in Pennsyl-
vania is in the city of York. They have a great diversity.

Senator MALONE. That must be right. I was very much interested
in it because they are getting the same treatment you are getting.
And they are in the same condition. It seems that we create our own
difficulties, our own distress areas, and then we have various ways and
various experts that treat them.

Your statement, Mr. Price, is one of the greatest indictments of our
present officials charged with installing the proper machinery in these
plants that I have ever heard. It is a terrific indictment, and I agree
with it thoroughly.

It is a better statement than I could have written, and I write some
pretty good ones sometimes when I am really hot.

Mr. PRICE. I am sure you do.
Senator MALONE. We use your equipment out there. We are not

manufacturing anything in competition out in the western slope. I
was State engineer when we built Boulder Dam, now Hoover Dam,
and consulting engineer on the Central Valley project, and this
machinery, the machinery that was installed there is giving wonder-
ful service, all local machinery, I might say.

You said you had 51 companies in this particular business, in the
entire industry?

Mr. PRicE. There are 51 companies, sir, that signed this statement
which I am attaching to my statement as appendix No. 1.

Senator MALONE. How many other companies are there altogether?
Mr. PRICE. There are some companies in the electrical industry

which are in particular phases of the industry which have not signed
this statement, but these 51 companies are interested in general in
the same things that Westinghouse Electric Corp. is.

Senator MALONE. Did General Electric sign it?
Mr. PRICE. General Electric has signed it, yes, sir. The Allis-

Chalmers Co.
Senator MALONE. What would you say would be the approximate

number of employees in this entire setup of 51 companies?
Mr. HUGGINS. We do not have figures on the entire industry, Sena-

tor. There are about a million and a quarter, according to the Bureau
of Labor Statistics.

Senator MALONE. Most of these are skilled workers?
Mr. HuoINS. They vary from common labor all the way up to

very high skill workers.
Senator MALONE. All trained people.
Mr. HuaGINs. These companies would employ a very substantial

part of that million and a quarter.
Senator MALONE. Practically all of them are skilled in their particu-

lar job?
Mr. PRICE. Yes, sir, either certain type of machine or even very

much higher skills.
Senator MALONE. What is the general spread of wages, just what the

ordinary skilled worker for an ordinary type job? What would you
consider ordinary type of wages to the most highly skilled, Just
approximately. You can correct the record if you care to later.
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Mr. PRICE. I would like to give that to you specifically. I can say
this to you, that in the kind of work that I have been talking about
here today, the average would be in the neighborhood of $2.25 per hour.
In the beginning rates, in some of the other plants where the skills are
not nearly equal to those at East Pittsburgh it would be much less
than that. I do not know what. I would like to give you that infor-
mation accurately instead of guessing at it.

Senator MALONE. That is near enough. I think in York I made
special inquiry. I was very much interested in going through the
plant because I had not been through one for several years, a plant
of that nature. I think the spread was around $1.80 to $2.25, some-
thing in that neighborhood.

Mr. PRICE. That would be probably so in our East Pittsburgh works
and other plants not requiring the same skills. The average might be
$1.75, around there.

Senator MALONE. These men that are highly skilled, they spend their
lives in this particular work, do they not?

Mr. PRICE. They do, like a watchmaker.
When I tell you that as a result of laying off 2,700 people since the

peak of 1953, we have gotten to the place where if we lay off any
more we are getting people with 12- and 13-years seniority, you can
understand how long these people have been with the Westinghouse
Corp., the kind of people they are.

Senator MALONE. Anyone who has ever had anything to do with
electrical machinery, where they have these tremendous revolutions
per minute with this heavy machinery can readily see that the
smallest blow will show up very quickly.

Mr. PRICE. That is right.
Senator MALONE. They must be almost perfect.
Mr. PRICE. They turn at some 3,600 revolutions per minute. Some

of these blades are 42 or 43 inches long, in the steam generators they
are operating under very higlh temperatures that have them at a red
glow. A defect is a very serious thing.

Senator MALONE. Fatal in most cases, is it not ?
Mr. PRICE. It may be.
Senator MALONE. I was extremely interested in the indictment of

our own officials which I know you did not intend and just for the
good of the country I think it is very good that it is in the record.

In a recent trip to South America, in every one of those South
American nations, in almost every nation I was confronted immedi-
ately with the proposition that we should encourage our businessmen
to give 4 to 6 years credit for the repayment of machinery and other
purchases because, they said, that is what the Germans and the
English and the French are offering. Of course, I had my comeback
that that is with our money. We give them the money to offer that
long-range payment plan. I thought our own people are operating
on their own money, perhaps are doing the best they could. But they
say they want to buy our machinery for two reasons. One reason is
because it is better machinery; and another reason, because when war
starts, they could not get the foreign machinery. That is, across an
ocean.

Mr. PRICE. They have had 1 or 2 experiences.
Senator MALAoN. That particular statement from the Anaconda

Copper Co.-they are large machinery people. In their new plant up
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in northern Chile, the head of the plant told me that they simply
would not buy anything across a major ocean because they had that
experience in the First World War and they had to remake almost
every piece of machinery right on the ground because they could not
get it repaired.

But we come back to the general industrial, economic-
Mr. PRICE. May I interrupt you there just to add a little bit to

what you say there?
Senator MALONE. Certainly.
Mr. PRICE. The argument has been made so many times that we

have to import if we are going to export. That is right. We do.
I don't know about other industries but I know something about our
own industry.

On business which is placed on purely a price basis because of our
higher standard of living, because of the things which have happened
in the last 25 or 30 years, if business abroad is placed on a purely
price basis in the kinds of things I have been talking about here today,
we have already lost our world markets. Don't misunderstand me.
We still get a substantial amount. I am talking about, the Westing-
house Electric Corp. specifically. We still get a substantial amount of
business in the international field.

But we don't get that on a price basis. We get it from 3 or 4
sources. We get it from companies like Anaconda Copper who have
learned over the years that it doesn't pay, that sometimes they can't
get foreign manufactured equipment when they want it. It doesn't
always have the extra capacity built into it that they want and
domestic oil companies and others who know that domestic American
manufacturers build something in their equipment that isn't on their
nameplate, something beyond the rating plate.

If something is wrong, his engineers will turn handsprings to fix it.
There is that class of customer.

There is the foreign operator who has had somewhat the same ex-
perience and knows too that in certain classes of equipment techno-
logically we are so ahead of the rest of the world that you can only
get a certain type of equipment in the United States, that has been
true in some power equipment, steel-mill equipment, and so forth, and
then in other cases where the demands of a particular job requires such
a large piece of equipment that the foreigners thus far haven't had any
experience in building.

That is where today those are the special situations that we are get-
ting our international business, but on a price basis we have forfeited-
I say we; I mean the country-our business has forfeited its world
markets.

Senator MALONE. We have forfeited them through inflation, have
we not, among other things?

Mr. PRICE. Yes.
Senator MALONE. And because of our high standard of living, which

we want to maintain.
Mr. PRICE. I hope we will.
Senator MALONE. If you finally give up the ghost here that our

Government is going to continue to buy the cheapest machinery wher-
ever they can get it, which means cheap labor in most cases, isn't there
a lot of heavy machinery such as you are describing that is almost
impossible to do anyway except by hand, and through machines oper-

544
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ated by skilled mechanics that any skilled mechanic can operate, but
there is not very much difference in the hours of labor if you have the
same machine, no matter what country you are located in. It is a
matter of the labor, isn't it?

Mr. PRICE. That is right, sir. Most of this type of equipment that
I am talking about is built on a job-shop basis.

You build 1 or 2 or 3 pieces of equipment of a certain type a year.
It is not mass production. And there is just as competent labor obtain-
able in foreign countries as we have here, just as skilled.

Senator MALONE. If you finally found you just couldn't sell to the
competition with the lower-cost machinery, to our Government, and,
of course, our Government, I suppose, is one of the chief markets for
this type machinery, because we build a lot of dams.

Mr. PRICE. It is the principall market in this country for hydro-
electric equipment.

Senator MALONE. Yes. If you finally had to give it up you could
build a plant where this cheap labor is located and take your foremen
and sutperintendents and go over there and meet the price, couldn't
you

Mr. PRICE. I suppose we could. It would be contrary to the practice,
policies of the Westinghouse Electric Corp. for the past 20 to 30
years. We could.

Senator ALONE. When was your Westinghouse organization first
started?

Mr. PRICE. Well, we were 65 years of age in 1946. Senator Martin
came to our 65th birthday party. So in 1946 we were 65.

Senator MARTIN. We had to go through a picket line, you remember.
Mr. PRICE. You walked through a picket line. We would be 74

years of age today.
Senator MALONE. If it became necessary-and the only difference

in cost if you manufactured it there, with that price labor with your
own foremen and superintendents, would be the water transportation-
you could meet the competition, could you not?

Mr. PRICE. We could. Of course, sir, that is entirely foreign to
policy that we have had up to this day.

Senator MALONE. I want you to know it is entirely foreign to my
policy, but I am only asking you for the purpose of the record to show
that the chief difference in the cost of this equipment is in the labor.

Mr. PRICE. Yes, sir. That is right.
Senator MALONE. And what they really mean when they say the

customer is entitled to a lower price is that they are entitled to a lower
cost labor product; that is what they really mean.

Mr. PRICE. You might just as well import the labor into this country
and let us employ them at the English or Swiss or Japanese rates.

Senator MALONE. I have many times said on the Senate floor and
elsewhere that no one can be for free trade and be against free immi-
gration, because the result is the same.

Mr. PRICE. You are exactly right, I believe.
Senator MALONE. There can be no other conclusion. That is the

next move of these economic one-worlders. There is no question about
that either.

I notice that you have offered some amendments, taking for granted
that this act will be extended.
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You are, I presume, familiar with the Tariff Act of 1930 to which
this regulation would revert in the event that the act was not extended
and on any pieces of equipment or product that a trade agreement
had been made that whenever the President of the United States
served notice on that country with which the trade agreement had
been made that also would revert in a stated length of time to the
Tariff Commission on the basis of the difference in the cost between
this Nation and the chief competitive country. You are familiar with
that provision?

Mr. PRICE. Well, Senator, may I make a statement on that point
and then you can go ahead and question me. I am not familiar with
the Tariff Act of 1930.

I know more about the act after listening to you and the witnesses
this morning than I did when I came in.

May I give you this background of my testimony and our interest
in this problem.

This is comparatively for me and for my company, at least in the
last 10 or 20 years, a new experience. In the prewar period-and I am
speaking now of the period before World War II, from the early
thirties we had the Buy American Act, which provided a 25-percent
differential.

We had a tariff act that on most of our kind of equipment that I am
talking about today provided a 35-percent average differential, so
that we had approximately a 60-percent protective margin on the
kind of products that I am talking about today.

In the postwar period we had an absolutely abnormal situation.
Europe was being rebuilt mostly with our money under the Marshall
plan. We had an abnormal foreign trade.

This situation as it has affected us we first encountered in the years
1952, 1953, and 1954.

With your conclusion-however it is done-that the tariff rates
should put foreign producers on a comparable competitive level with
efficient competitive United States manufacturers, I thoroughly
agree.

We don't want to keep out any foreign products. If they have some
technological advantages that we don't have, if they can do something
that our manufacturers cannot do, if they can think up some new
wrinkle that makes it more desirable, we don't want to keep them out.

But we would like to be competitive with them by tariff rates or
whatever the situation is; we would like those competitive disad-
vantages leveled.

I am not a tariff lawyer. I don't care whether it is the Tariff Act
of 1930, whether it is H. R. 1, or what it is.

I would like to see the matter remedied some way.
Senator MALONE. Wouldn't you like to see it on a principle ?
Mr. PRICE. Yes, sir. On these very, very essential national defense

projects which are so important to our national defense-and I don't
put it all on that ground-but there are some of these installations
where I think we should adopt it as a national principle that we will
not have foreign built equipment installed.

Senator MALONE. If you put it purely on the basis of national
defense-

Mr. PRICE. I don't put it purely on the basis of national defense.

546
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Senator MALONE. Or any other basis except the basis of fair and
reasonable competition, that is what you would like to see. That is
very plain.

On the basis of point of manufacture, Pittsburgh, of course, or some
other place in the United States is where we would like you to stay.

If you moved to Canada, not very far away, you would have the ad-
vantage of the country here and you could get your equipment here
very easily or if you went to Mexico you probably could do the same
thingsWe* are talking about the economic structure of this country pri-

marily. We have only brought the national defense in-or some
people have-because there was some evidence that we were becoming
vulnerable because we were becoming dependent for critical materials
or equipment on areas across an ocean; we couldn't defend ourselves,
which, in my opinion, according to the investigation that has been
made already by a committee of Congress, was one of the plans of
the Harry Dexter Whites and the Hisses and all the rest of them.

If that doesn't work out, an economic collapse would be just as
effective, and one way of getting an economic collapse is to continue
just what you are experiencing, that is loss of jobs, cutting down the
manufacturers in these areas that have been self-supporting and living
a good standard of living for so many years everybody forgot how
they were getting along until something happened to them just like
to you.

This is the first time you have had to come down here and complain
about it, the Buy American Act that we have all depended on or at
least it was just a way of expressing it, that at least that much differ-
ence in the wages and the taxes and cost of doing business was 25 per-
cent, as you just outlined it.

What is it now?
Mr. PRICE. Six percent to ten percent. That is, that has been re-

duced by Executive order to where between 6 and 10 percent, say,
6 percent is the margin. The tariff rates have been reduced gradually
until they are about 15 percent.

Senator MALONE. What were they to start with?
Mr. PRICE. Thirty-five on the average, so that it is the 60 percent

that we regarded as normal prewar World War II, is down now to
6 plus 15, or 21 percent.

Senator MALONE. What were the wages in the competing countries?
Mr. HUGGINs. About a third to a tenth of ours.
Mr. PRICE. One-third to a tenth. If you took the Japanese rates

it would be about a tenth. If you took England or Swiss, it would be
somewhere around a third.

Senator MALONE. This total protection did add up so you could
stay in business?

Mr. PRICE. That is right.
Senator MALONE. But now you can see the end of the business if it

is merely on a straight bid of cost.
Mr. PRICE. Yes, sir.
Senator MALONE. There are these other organizations that I call

trick organizations that are set up to deal in a game when our markets
are in the pot. Of course, we all understand when our markets are not
in the pot, there is no game because there are no other markets of any
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magnitude to divide. GATT at Geneva was operating and able to
operate because of this very act.

I suppose you have studied that situation.
Mr. PRICE. I haven't. I don't know whether Mr. Huggins has or

not.
Mr. HUGGINS. I don't know whether it is operating because of the

act or without regard to the act. I don't know of an act that legalizes
GATT, but certainly GATT is operating.

Senator MALONE. If this reverts to the Tariff Comission of 1930
or if we amended the act for 1955 instead of advancing this one and
you go back to a principle, that those tariffs must be fixed on the basis
of fair and reasonable competition and that means the difference in the
cost between here and your chief competitive nation, then our markets
are no longer in the pot and there is nothing for GATT to operate on.
Is there?

Mr. HUGGINS. I think that there is good evidence to support that
statement, Senator.

If what we read in the newspapers is correct, with different foreign
representatives commenting that they are only in GATT because of
the United States.

Senator MALONE. Of course, my little grandson knows that and he
was 5 years old last Friday. There is no game if the sucker isn't in
it. Any poker game in any little town that is evident. If the man
with the money doesn't come in then the game breaks up.

Mr. PRICE. Or the poor poker player.
Senator MALONE. If it wasn't a tragedy, it would be laughable, some

of this stuff.
If I understand you correctly, that is exactly what you would like

to see a duty, or as the Constitution of the United States calls it, a
tariff, adjusted on the principle of fair and reasonable competition
with the factors all taken into consideration of wage standard of living
and taxes and other expenses of doing business compared to the chief
competitive nation; isn't that what you really want?

Mr. PRICE. I can go for that. As to mechanics of it, there I just
am not competent to talk about it.

Senator MALONE. That is what you would like to see.
Mr. PRICE. I would like to see that. I would like to see these for-

eign low-wage producers placed on a competitive basis with efficient
domestic manufacturing industry.

We could live that way.
Senator MALONE. Now there is only one objective of any other kind

of an act, the kind we have now, and that is to give one man the right
to trade one industry for another, or in some way in his judgment,
decrease the politicall danger of a foreign country, or in his judgment,
the overall good of the economy of America. That would be in
one man's judgment and that is what we have now under this act.
We need to change the act on the basis of fair and reasonable competi-
tion, on the basis of the principle that we formerly had, namely a
law set up by the ICC, to determine freight rate on reasonable return
on investment. There may be a year's hearing on the particular factors
but they finally come back to one thing, that is, what is a reasonable
return on investment.

In this act of 1930, the principle was laid down of the difference in
cost between this Nation and the chief competitive nations-in other
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words on the basis of fair and reasonable competition to equalize
the differences. Isn't that what you are talking about, for safety of
investment security?

Mr. PRICE. Senator Malone, I have complete confidence in this
administration. I do think this Congress should write into this legis-
lation some principles on which to act. I can give you that general
statement, and that is about as far as I would like to go or can go
outside of what I have already said.

Senator MALONE. Mr. Price, I want to say to you I have complete
confidence in our President. I helped elect him and I intend to elect
him again if lie runs. There was a runor at one time that we had
three branches of Government. We had the executive, legislative,
and the judiciary-the legislative to pass the law, the executive to
carry them out, and the judiciary to find out whether we are right or
wrong as far as the Constitution is concerned.

I have said this on radio and television, and I say this all my
working hours wherever I am asked, that there is no one man who
is going to point to what the policy of this Government is going to
be. The policy is going to be what this Congress passes after full
debate and the President signs. That is what it is going to be. That
is what we are here considering today. It isn't a question of having
confidence in an individual Senator or in all of them or in the Chief
,Justice of the United States. It is a matter of the Constitution of the
United States. You are also for the Constitution of the United
States, aren't you?

Mr. PIUCE. Yes, indeed.
Senator MALONE. Do you know that in article I, section 8, the

Constitution says that the legislative branch shall set the duties or
tariffs and shall regulate foreign commerce and foreign trade, and
that they did amend the Constitution by an act of Congress and put
it in the executive? All I am arguing, and have been for 8 years
here, is to go according to the Constitution of the United States.
If we want to change it, we can amend it, but have some principle
laid down so if anyone wants to go out and build another plant like
the Westinghouse plant, he can go to the investor and say, this is the
law, you will have protection against any foreign country, manu-
facturer, on the basis of fair and reasonable competition. There may
be mistakes made, but they must be corrected ultimately. If youcan't compete with General Electric and Westinghouse, don't go into
it. But if you have some improvement, then you are safe in your
business. That is what you want, isn't it?

Mr. PRIcE. Yes, sir.
Senator BENNETT. Any other questions?
Senator MILLIKIN. You don't want to be injured by unfair coi-

petition?
Mr. PRICE. That is right.
Senator BENNETT. If the law makes that clear, and that is enforci-

ble, that is your objective?
Mr. PRICE. That is right, sir.
Senator BENNETT. You don't care what the particular form of the

law is as long as you are not injured by unfair competition
Mr. PRICE. That is right, sir.
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Senator BENNETT. If there are no other questions, thank you very
much, Mr. Price. I appreciate your being with us and all the mate-
rial you presented will be contained in the record.

Mr. PRIcE. Thank you, sir.
Senator GEORGE. Mr. Chairman, I am requested to offer for the

record the following letter by Mr. George D. Watrous, Jr., Washing-
ton, D. C., with a copy of Mr. Watrous' reply to a request from
Mr. Gwilym A. Price, president of Westinghouse Electric Corp.,
urging Mr. Watrous, as a stockholder, to join him in opposition to the
bill, H. R. 1. Mr. Watrous emphasizes his approval of the bill.

(The letters follow:)
WASHINGTON, D. C., February 24,1955.

Hon. WALTER F. GEORGE,
Chairman, Committee on Finance,

United States Senate, Washington, D. C.
DEAR SENATOR GEORGE: I am enclosing a copy of a letter I have just written to

Mr. Gwilyn A. Price, president of Westinghouse Electric Corp., in response to a
form letter from him requesting me, as a stockholder, to write in opposition to
H. R. 1 if I felt as he did. I do not.

If rules and circumstances permit I should appreciate it if you could insert
this letter in the record when and if you hold hearings on H. R. 1, preferably in
juxtaposition to any statement that has been or may be presented by Mr. Price.

Sincerely yours,
GEORGE D. WATROUS, Jr.

WASHINGTON, D. C., February 24, 1955.
GWILYN A. PRICE,

President, Westinghouse Electric Corp.,
Post Office Boo 2278, Pittsburgh, Pa.

DEAR MR. PRICE: I have your form letter of February 9 suggesting opposition
to H. R. 1 and am in complete disagreement with practically everything you
say despite the fact that I was born and brought up a New England Republican
and hold stock in the company.

After 30 years' service with the United States Tariff Commission as statistician
and economist I retired about a year ago, and just as you are "sincerely con-
vinced that such legislation is unnecessary and dangerous" such experience has
equally convinced me that it is both necessary and sound.

A point-by-point discussion of your views is impracticable but there are a few
comments I should like to make.

In 1952 I inherited a few shares of stock in Westinghouse and having com-
plete confidence in its ability to meet both foreign and domestic competition I
doubled my holdings. Your apparent lack of similar confidence and your de-
featist attitude is appalling and if based on facts the affairs of the company
should be wound up and orders on hand turned over to General Electric which
seems to be doing all right.

In the course of my work at the Tariff Commission I have had occasion to
read a great deal of the testimony before the Ways and Means Committee and the
Committee on Finance each time the Trade Agreements Act has come up for
renewal. Each time every butcher, baker, and candlestick maker comes in and
with tears in his eyes tells how his industry has been sold down the river and the
dire consequences that will result. Note that future tense. Practically never
does such a witness give any convincing, testimony to show that his business
has been injured in the slightest degree. Earnings of $5.06 per share in 1954 as
compared with $4.53 in 1953, and your statement as reported in the paper today
that orders are expected to be 10 percent above last year, do not suggest to me
that the corporation is in extremis.

I am also sorry to see you drag in the national defense plea for it has been
overdone to the point where it lacks any significance. The Swiss watch case
was genuinely such a matter and it was solely on that ground that the President
increased the rates of duty. Personally I think a direct subsidy would have been
better. Certainly there is nothing about Westinghouse involving special skills
that must be protected from imports.
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Incidentally the compensation demanded by Switzerland, to which you refer in
your printed statement, is not as you imply a monetary compensation but the
granting of other tariff concessions equal in value to those withdrawn. A very
different matter.

Finally you suggest a new Tariff Act and express the opinion that the Nation
would gain thereby. You cannot be familiar with the conditions attendant on
the passage of the Tariff Act of 1930 and the foreign repercussions that resulted
or you would never suggest that there might be any possible gain to the Nation.

Secretary Wilson in an oft-misquoted speech correctly linked the welfare of
the United States and General Motors, but if your views are sound that axiom
is not applicable to the United States and Westinghouse.

Sincerely,
GEORGE G. WATROUS, Jr.

Senator BENNETT. We will now hear from Mr. Fred G. Singer, in-
ternational trade and tariff committee of the Manufacturing Chemists
Association, Inc.

STATEMENT OF FRED G. SINGER, CHAIRMAN, INTERNATIONAL
TRADE AND TARIFF COMMITTEE OF THE MANUFACTURING
CHEMISTS' ASSOCIATION, INC.

Mr. SINGER. Mr. Chairman and members of the committee, my name
is Fred G. Singer. I am chairman of the international trade and
tariff committee of the Manufacturing Chemists' Association, Inc.,
which association represents something more than 90 percent of the
tonnage of chemicals produced in the United States. More than half
its 150 members are classed by Government standards as small busi-
ness. I have been charged by the association to present this testimony
to you.

The association in general endorses the administration's overall
foreign economic policy objectives, which we take to be the expansion
of world trade to strengthen the economics of our partners of the free
world, while maintaining the economic strength of our own country,
which strength remains the keystone of dependability and security for
the free world. However, we object strongly to overemphasis on the
importance of continued United States tariff reductions in solving the
trade problems of the world.

H. R. 1 is directed to this particular aspect of the foreign economic
problem.

Respectful of this committee's request for brevity, we have taken the
liberty of supplying each member of this committee with a copy of
our testimony to the House, so that, if any member should care to do
so, he may examine our own considered expression of concern over
the long-term effect of the trade agreements program, as it has de-
veloped, on employment, on our national security and welfare, both in
peace and in war. That testimony includes our objections to certain
parts of the bill, particularly the new authority to reduce tariffs in
three alternate ways, as still written in this bill (p. 4, line 12 through
p. 5, line 23).

In order to help in reading that testimony, we have struck through
those parts which no longer apply. The references are, of course, to
H. R. 1 as first introduced in the House.

Mr. Chairman, I did not know the rules of the House. We are not
asking that the attachment be included in the record as the material
reproduces a document which has already been published, but we
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wanted each Senator on this committee to have the copy in that con-
venient form.

Senator BENNETT. I understand from your testimony it has been
supplied to each member of the committee in his own office.

Mr. SINGER. That is right. We are not requesting that it be in-
cluded in this record.

Senator BENNETT. That is fine. Thank you.
Mr. SINGER. We are limiting our comments today to developments

with respect to this legislation which have occurred since our presen-
tation to the House on January 27.

On February 17, 1955, during the debate on the House floor, Presi-
dent Eisenhower wrote a letter regarding H. R. 1 to Hon. Joseph W.
Martin, Jr., from which we quote those parts which are pertinent to
the point we wish to make. I quote: "No American industry will be
placed in jeopardy by the administration of this measure," and
further: "You know, too, that. this program will be selective in appli-
cation, for across-the-board revisions of tariff rates would poorly
serve our Nation's interests" and lastly: "in the program's adminis-
tration the principle of true reciprocity will be faithfully applied."
These are strong, clear statements, and they delineate a sane and
reasonable approach to the tariff question. This approach is thor-
oughly consistent with the position taken by this association. How-
ever, holding to the principle of government by law rather than by
personality, we note that none of this thinking appears in this bill,
the Trade Agreements Act itself, or in any of its amendments.

We respectfully urge that the present bill be amended to make
specific provision for tariff determination only on a selective and
product-by-product basis, with due regard for the principle of true
reciprocity.

To explain this point further, it is essential, in our opinion, that
negotiators sent by the President to international conference have a
clear vision of the framework within which they are authorized to
speak.

Beyond that, this bill, if enacted, will be one of the existing laws
under which you will later be examining the application of the new
authority to the multilateral tariff and foreign-trade treaty known
as the General Agreement on Tariffs and Trade or, in short, as the
GATT.

Our association has attempted to review H. R. 1 in the light of the
GATT. We understand that there has been at the recent ninth session
discussion of a New Proposal for the Reduction of Customs Tariffs,
known as the Pflimlin plan. The original plan was adopted for study
by the GATT contracting parties in October 1953. A comparison
with H. R. 1 shows that the present bill's tariff reduction provisions
are almost completely in line. We quote to you from the description
of purposes of this plan:

In brief, what are the main characteristics of the new approach to tariff
reduction? In place of bilateral negotiations between countries on a product-by-
product basis aimed at a strict balance of concessions, there would be an
obligation on all participating governments to reduce the protective incidence
of their tariffs in accordance with a common standard. The concept of mutual
advantage remains. The balance for any particular country, however, is
measured not by setting off specific concessions obtained against specific con-
cessions granted, but by setting off the overall reductions made by it under the
common standard against the overall reductions made by others under the
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same standard. Another feature of the plan is that it requires efforts propor-
tionate to each country's tariff level. And, finally, it provides an additional
obligation to reduce individual rates of duty which exceed given levels (GATT/
1954-1, p. 5).

This can only be read to mean a call for reductions of rates on an
across-the-boar'd basis and the imposition of an arbitrary ceiling.

Our second point at this time, Mr. Chairman, is our deep concern
over the wording of the second and new proviso to section 3 (a) of the
bill, page 3, lines 7 through 12. This proviso reads:

Proided fiirthcr, That the enactment of the Trade Agreements Extension Act
of 1955 shall not be construed to determine or indicate the approval or dis-
approval by the Congress of organizational provisions of any trade agreement
entered into under this section.

This proviso, at first glance, appears similar to the "caveat" which
originated in this committee, with particular reference to the GATT,
and which has been incorporated in all Trade Agreement Extension
Acts since 1951. Actually, the new working is very different from
the old. We have italicized the word "organizational" because that
is the word which changes everything.

This choice of words confirms our worst fears that Congress might
be delegating to the executive branch all of its remaining constitu-
tional authority to regulate our trade with foreign countries. This,
added to the authority granted in section 3 (a) (1) (A), page 2, line
20 through page 3, line 4, including the vague reference "to other
matters," effects a delegation of authority far beyond that requested
by the President. It is based on the introduction of the word "or-
ganizational" in a recommendation of the Randall Commission ma-
jority report (p. 49, lines 4 through 13).

The first time that word was mentioned was in a staff paper pre-
pared for the Randall Commission by the Department of State, ac-
cording to general understanding (Staff Papers: p. 276).

The GATT, as it exists provisionally today, is divided into three
sections, which are numbered but bear no titles. There is no section
entitled "Organizational Provisions" but, without a detailed study,
it might be claimed that part I could be referred to as "The Tariff
Schedules and the Most-Favored-Nation Treatment Provisions,"
part II as "Commercial Policy Provisions" and part III as "Organi-
zational Provisions."

The United States has provisionally entered into the GATT, part
I under the Trade Agreements Act authority, but, as pointed out by
the Randall Commission, questions have arisen as to the authority
under which we entered parts II and III. Yet, under the new word-
ing, the Congress would waive review of the commercial policy pro-
visions, and pass only on the organizational provisions of the GATT.

We urge that the wording of the original caveat be substituted for
the new wording and as a separate section of this bill.

Mr. Chairman, this completes my testimony.
Senator BENNETT. Thank you, Mr. Singer. Are there any ques-

tions, Senator Millikin?
Senator MILLIKIN. No questions.
Senator BENNETT. Senator Martin.
Senator MARTIN. I have no questions.
Senator BENNETT. Senator Williams.
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Senator WILLIAMS. I have no questions.
Senator BENNETT. Senator Malone.
Senator MALONE. As I understand your testimony, you are afraid

of the Geneva agreement on trade and tariff organization at Geneva
under the present setup.

Mr. SINGER. Yes, sir.
Senator MALONE. If this act were not renewed and reverted to the

Tariff Commission, an agent of Congress under the 1930 Trade
Agreements Act, GATT would no longer operate, would it, to divide
our markets?

Mr. SINGER. Senator, I am keenly interested in the points that you
have been making during this inquiry of our petitions, but I do not
quite understand that question. The enactment of H. R. 1 has nothing
to do with the life of the Trade Agreements Act. The principal
purpose of H. R. 1 is the requirement under the act, which is in the
statute, that the authority to enter into trade agreements be renewed
from time to time. The act itself is not affected by that nor is the
right to proclaim, and any article which has never been the subject
of a trade agreement has never left the protection of the Tariff Act
of 1930. It is only those articles which are subject to a trade agree-
ment which have lost the benefit of paragraph 336 of the Trade Agree-
ments Act of 1934. That may have made sense at the beginning of this
program, but now that practically everything is under the trade-agree-
ments program, many of us think that it would be very wise on the
part of Congress to reestablish the authority of 336 over all the articles
of commerce.

Senator MALONE. That was the purpose of my question. I have
asked it so many times, I probably didn't quite complete the question.

Mr. SINGER. I tried to understand you.
Senator MALONE. You are definitely correct, but if there is no

extension of this act and no further trade agreements can be made
by the State Department, technically speaking

Mr. SINGER. GATT is something that is quite independent from the
Trade Agreements Act.

Senator MALONE. I understand that.
Mr. SINGER. You are going to have legislation, I understand, on

this matter.
Senator MALONE. Suppose we complete the question this time. Sup-

pose we do not extend this Trade Agreements Act and there is no
interference and no possible chance of any further trade agreements
being made by the State Department.

Mr. SINGER. No new ones.
Senator MALONE. No new ones can be made.
Mr. SINGER. Yes, sir.
Senator MALONE. The President may at his discretion serve notice

on any country with whom a trade agreement has been made for can-
cellation and within a specified time that reverts to the Tariff Com-
mission, does it not?

Mr. SINGER. He has to advise and still has to proclaim before that
particular agreement is canceled, then it would eventually be canceled.

Senator MALONE. Call it proclaiming, but he serves notice on the
nation with which the trade agreement has been made.

Mr. SINGER. Yes; then we come back to the procedures under 1930.
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Senator MALONE. After a specified time the regulation of that
article will revert to the Tariff Commission.

Mr. SINGER. Yes, sir; under the provisions of the Tariff Act.
Senator MALONE. To stop all this business, should we not extend

the act, and then persuade the President in each case from time to
time to proclaim, if that is the best word, serve notice at least on the
nations with which we have such trade agreements, so that those
products all in due time come back to the Tariff Commission under
that policy of fair and reasonable competition; isn't that the solu-
tion of it?

Mr. SINGER. That is a solution, if you can persuade the President
to do so.

Senator MALONE. If you persuade the Congress to start it, it might
help.

Mr. SINGER. All right, sir.
Senator MALONE. What you are talking about is if you could your-

self bring it about to revert that section 336 and be regulated as a
duty in accordance with the difference between the cost of production
here and the chief competing nation.

Mr. SINGER. I would add, yes, sir, that 336 is 1 of a group of
sections that was known as constituting the flexible provisions of
the Tariff Act of 1930. I think if we came back to the procedures
under those flexible provisions, the majority of people in industry
would be satisfied.

Senator MALONE. I have not heard one complaint since they have
been under this new setup for a while. If they could go back to
that fair and reasonable competitive 'basis, you wouldn't complain;
would you?

Mr. SINGER. No, sir.
Senator MALONE. Then what you would like to do is get these trick

organizations like GATT and United Nations Assembly Organiza-
tions just set by a resolution to regulate foreign trade on a world-
wide basis, International Trade Agreements Act, International Ma-
terials Conference, I suppose you are more or less familiar with
what that was. It was set up by the State Department following
the refusal of Congress to take the International Trade Organiza-
tion. If we just got all of those organizations out of our hair through
this simple procedure, they are the ones you are afraid of, aren't they,
in addition to the State Department?

Mr. SINGER. Yes, sir. If I could make a personal remark, I am
not authorized on behalf of my organization to say it, but I have had
a great many years of experience in Europe working for American
companies, and I sincerely believe that we cannot merge our system
or our economic ideas or other ideas that constitute what we call
the American way of life with the systems of other countries. We
are required by the United Nations Charter to harmonize, but that
is very different from merging, and I don't think we can ever merge
with others without dropping our standard of living.

Senator MALONE. Of course, overpopulation is their trouble in
Europe and Asia. Your ancestors and mine left there 100 or 200
years ago because they couldn't make a living, and they still can't.

Mr. SINGER. It is awfully hard for the young people.
9884-55-pt. 1-36
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Senator MALONE. If we divide our market with them, we might
hold them up for a little longer.

Mr. SINGER. We might bring their standard of living up a little,
but we would lower our own considerably.

Senator MALONE. You are making my speech.
Senator BENNETT. Any further questions?
Senator MILLIKIN. I would like to ask this question. If the pres-

ent law and the proposed bill had the effect of protecting against
serious injury, would that serve your purpose?

Mr. SINGER. Senator, could I have that again?
Senator MILLIKIN. Yes. If the present law as modified by the

proposed bill protects against serious injury, would that serve your
purpose?

Mr. SINGER. If it had clear standards and yardsticks by which in-
jury could be measured and every word in the bill could be properly
understood, my answer would be "Yes."

Senator MILLIKIN. And you have the same difficulty in having every
word understood no matter what system you might get into, either
a new revision of this bill or of going back to some old law where there
would be some question about what was meant.

Mr. SINGER. We shall never be able to carve in granite what we
really mean to say, apparently.

Senator MILLIKIN. Thank you very much.
Senator BENNETT. Thank you very much, Mr. Singer.
The next witness is Mr. Richard F. Hansen of the Allied Chem-

ical & Dye Corp.

STATEMENT OF RICHARD F. HANSEN, ASSISTANT TO THE
PRESIDENT, ALLIED CHEMICAL & DYE CORP.

Mr. HANSEN. Mr. Chairman, members of the committee, my name
is Richard F. Hansen. I am assistant to the president of Allied
Chemical & Dye Corp.

A representative of Allied testified before the Ways and Means
Committee regarding H. R. 1. Because that statement is in the record
and available to the members of this committee, we do not propose
to repeat it here. However, we do urge the committee to consider it
because it describes that portion of the organic chemical industry
which is most vulnerable to reduced duties which would be authorized
byH. R. 1.

It was somewhat comforting to be present on February 18 when
Representative Martin read to the House the letter he had received
from the President regarding the administration's foreign trade
program. As you know, it said that the program is designed to "rein-
force the military and economic strength of our country"; that "it
would ill serve our Nation's interest to undermine American industry
or to take steps which would lower the high wages received by our
working men and women"; and that it will be "administered to the
benefit of the Nation's economic strength and not to its detriment."

Coming as they did, on top of previous assurances that the program
was moderate, gradual, selective, and reciprocal, these encouraging
words would have furnished a rallying point for most segments of
industry, labor, and agriculture but for one fact, namely, the dis-
crepancies between this description of the program and the provisions
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of H. R. 1. If H. R. 1 were confined to granting the authority neces-
sary to carry out such a program, and contained appropriate safe-
guards to assure that no more could be done, we would not be here
today. But we are convinced that H. R. 1 goes much further. Our
reasons are:

1. That H. R. 1 does not require that the powers it would grant must
be exercised on a moderate, gradual, selective, and reciprocal basis.

2. H. R. 1 is drawn to authorize wide discretionary powers and is
almost completely devoid of any standards to govern the action which
may be taken under it.

3. Past actions and present attitudes of the administrators of the
Trade Agreements Act raise doubts that the powers granted would be
exercised moderately, gradually, selectively, or reciprocally unless the
law so requires.

We assume, of course, that the program to which the President refers
is a present program, and that it includes both negotiations and plans
for negotiations which are now being carried out. In the light of this
assumption, it is pertinent to ascertain what H. R. 1 would do to im-
plement this program, and what the entire program would embrace.

In the first place, we find nothing in H. R. 1 which would in any
manner "reinforce the military and economic strength of our coun-
try." It is entirely silent on the subject. It would, of course, leave
intact the present provisions of the law regarding the ascertainment of
"peril points" before tariff concessions are made, and the escape-clause
procedure which permits withdrawal of concessions after they are
made. But these fall far short of the mark.

Up to the current negotiations involving Japan, the "peril-point"
procedure has accorded no protection to domestic industry. How
much value it will have in these negotiations remains to be seen, since
neither the findings nor determinations required by it have ever been
released. This procedure was first passed by law in 1948. Hearings
under it were first held prior to the negotiations at Annecy in 1949.
However, the requirement that the findings be adhered to, or the rea-
son for deviations therefrom be explained, was repealed before the
Annecy negotiations w-ere completed.

There were no "peril point" provisions in effect prior to the negotia-
tions at Geneva in 1947 or Torquay in 1951. llence, all negotiations
to (late appear to have been conducted on the basis of a "calculated
risk," leaving to actual experience to determine whether or not Amer-
ican industry would be injured by reduced tariffs.

On balance, the "escape clause "i would appear to encourage the mak-
ing of concessions which, in many instances, might not be made if
they were irrevocable. In actual practice this procedure has been
widely condemned by domestic producers because it encourages reduc-
tions but provides little relief. In large part this is probably due to the
lack of appropriate standards and definitions covering the conditions
under which concessions should be withdrawn or modified. As a re-
sult, there have been relatively few cases in which even a majority of
the members of the Tariff Commission have been able to agree as to
whether a domestic "industry" had experienced, or had been threat-
ended with, "serious injury," and even fewer instances in which the
President has agreed that this condition existed.

Neither "industry" nor "serious injury" is defined in the law and the
different meanings attributed to them have deadlocked the members of
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the Tariff Commission on a number of occasions. For example, in the
recent proceeding involving woodscrews, some of the members held to
the view that the only factors to be considered were those "directly
and inherently part of the operations in the production and sale" of
the particular product involved-woodscrews. The other members
were of the opinion that all operations of the companies making wood-
screws should control. Those who found domestic industry had been
seriously injured pointed out that if the law be interpreted to require
consideration of the profits of the companies on all products they
made, it would practically nullify the escape clause. They stated that
under such a view "no relief would be granted for any of the thou-
sands of individual chemicals as long as the chemical industry was
making satisfactory overall profits."

Significantly, the President declined to grant relief in that ease
on the ground that the financial statements of the companies making
up the bulk of the industry showed "that the industry as a whole
has not suffered serious injury." We agree with the Randall Com-
mission that "one of the essential strengths of our entire economy is
the vitality and diversification of our industry." We do not agree
with an interpretation of the "escape clause" procedure which penal-
izes diversification and denies relief to companies because they have
added more profitable items to their lines.

Section 2 of the Trade Agreement Extension Act of 1954 (Public
Law 464, 83d Cong.) adds nothing to the "escape clause" procedure.
It applies only to new concessions. It provides simply that duties
shall not be reduced on any article if the President finds that the
reduction "would theater domestic production needed for projected
national defense requirements."

How is this question to be resolved?
Is section 2 of the 1954 act intended to restrain decreases in duties

only in the case of the specific defense products for which mobilization
goals have been established? Would it apply in every case in which
we have idle domestic capacity under mobilization o ls

Would a reduction in duty be precluded if the indicated effect would
render production of a specific product unprofitable?

Would an entire industry with a diversified line have to show that
its operations as a whole were not profitable?

More important perhaps is whether the provision would be inter-
preted to apply at all to hundreds of chemicals which are essential
to, but several steps removed from, military end items.

Finally, if costs and profits are to be used as the basis for finding or
predicting injury, there will always be the question of cost allocation
as applied to multiple products of a highly integrated operation.
This is a serious question in the chemical industry where by-products
and co-products are in many cases inevitable. .Cost accounting is far
from an exact science and we know from experience with price regula-
tions how serious it can be and how difficult it is to demonstrate to an
administrative official that certain products of an integrated opera-
tion are unprofitable.

Under these circumstances, it would appear clear that the "peril
pont" and "escape clause" provisions and the 1954 amendment re-
latin g to national defense requirements would have to be amended and
adequate standards provided before they could be relied upon to
"reinforce the military and economic strength of our country." As
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presently interpreted, production of relatively small but vital seg-
ments of our industry could be undermined, product by product, and
driven to foreign countries having much lower costs. The very fact
that the operations which are most vulnerable to foreign com-
petition are relatively small, increases the danger that this may come
to pass.

As this committee knows, it has been our national defense policy for
nearly 5 years (under the Defense Production Act of 1950) to en-
courage a massive expansion of defense production facilities-to
create a mobilization base adequate to meet any emergency that might
confront us in the future. This has meant the financing and build-
ing of facilities beyond levels necessary to meet civilian demand. Un-
der this program the chemical industry has invested nearly $6 billion
in nearly 1,100 separate projects, of which $3 billion has been certified
as "necessary in the interest of national defense." As pointed out by
the Joint Committee on Defense Production, "Adding new capacity
can be futile, however, unless the mobilization base, built at great cost,
is maintained in the maximum possible state of readiness."

These plants cannot long be kept in a maximum state of readiness or,
indeed, maintained at all, unless they are permitted to operate at an
economical rate. It is rarely possible to convert them to uses other
that those for which they were intended and the only alternative is
dismantling or scrapping.

In order for tax-amortization certification to be of any value the
project for which it was granted must return the capital investment
and produce income sufficient to utilize the deduction. Equally im-
portant to these production facilities is availability of competent,
highly skilled operators, technicians, and scientists. They can't be
stockpiled or mothballed for future use. In fact, essential personnel
must be constantly replenished. But technically trained employees
will not be attracted to the industry unless it continues to be dynamic
and to offer real opportunity.

Neither H. R. 1 nor existing law would prevent or seriously dis-
courage the frittering away, step by step, of necessary defense facili-
ties. If each of the thousands of chemical products made in this
country were considered one by one, it is probable that in many in-
dividual cases a finding could be made in good faith that a decreased
duty on a particular product would not, per se, "threaten domestic
production needed for projected national defense requirements." But
the cumulative effect of reductions on a significant number of related
products could be very serious.

Fundamentally, of course, the real question is whether lower tariffs
would result in the high levels of international trade that have been
suggested as a reason for H. R. 1. Although the effect of reduced
tariffs would be far from uniform, we do not believe such action would
greatly increase imports on an overall basis. In many instances, it
would merely result in a corresponding depression of domestic prices.
We have excess production capacity for most products already in-
stalled. For a short while we probably would find it more advan-
tageous to continue producing and selling some products until more
profitable uses could be found for the plants, even though the rate
of return would be considered abnormally low and would be grossly
inadequate to warrant new installations. In fact, we are presently in
this situation as regards a number of products, and further tariff
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reductions would only aggravate it. The inevitable result, however,
would be the complete cessation of operations when it results in a
net out-of-pocket loss, which I understand has happened already.in
the case of some chemical plants. We also believe that in numerous in-
stances segments of the industry will move abroad as they become
unprofitable.

In other cases, however, it is equally clear that reduced tariffs would
lead to imports of chemicals which would displace an appreciable
volume of domestic production. There appears to be an increasing
tendency by American companies to produce abroad then bring their
products back to this country at lower prices than those at which they
could be produced here. It is already happening with chemicals.
Foreign materials are not only being imported into this country under
present rates of duty, but are also capturing a sizable portion of what
has for many years comprised our export market in third countries.
This tendency can be expected to increase in cases where it can be
ascertained in advance that domestic production will not be com-
petitive. The effect of this upon employment in the domestic chemical
industry is obvious.

Taking the principal provisions of H. R. 1 in order, we note that
section 3 (a) (1), page 2, line 3, repeats without change the declared
purpose of the present law of "expanding foreign markets for the
products of the United States," and outlines the means by which such
purpose is to be accomplished. In essence, it provides that foreign
markets are to be made available for American products by affording
"corresponding market opportunities" for foreign products in the
United States.

Section 3 (a) (1) (A), page 3, lines 7 to 12, provides that enactment
of H. R. 1 is not to be construed as approval or disapproval of "organ-
izational" provisions of any trade agreements. Heretofore Congress
has avoided expressing approval or disapproval of any of the provi-
sions of trade agreements. In view of the different form of caveat
included in prior extensions of the act, and of the refusal of the House
to amend this provision by eliminating the word "organizational," a
serious question is raised as to whether this language would not sig-
nify congressional approval, and therefore ratification of the substan-
tive provisions of the General Agreement on Tariffs and Trade. This
unfortunate result could be avoided by now deleting the word "organ
izational" is that the proviso would clearly apply to both the substance
and structure of all trade agreements.

Section 3 (a) (2) (D) (11), page 4, line 14, would grant authority
to reduce rates to 50 percent of the January 1, 1945, rate, on articles
determined by the President to be "normally" not imported or to be
"normally" imported in "negligible quantities," provided such arti-
cles are identified on a list furnished to the Tariff Commission for
peril-point findings. This grant of authority is vague and indefinite
and wholly devoid of any reasonable standard for its exercise. It
fails to heed the recommendations of the Randall Commission that, in
addition to including limitations on maximum permissible changes,
congressional delegations of tariff-changing power "must be accom-
panied b7 adequate standards" (report, p. 49).

Does 'normally" mean under unspecified conditions in the United
States, or in the world, or during a reasonable period, or all such
conditions."
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Does "negligible quantities" mean amounts which are small abso-
lutely or relatively? If relatively, in relation to what: World produc-
tion, United States production, production of the country with which
an agreement is being negotiated, United States imports of the specific
article, or total United States imports?

Whatever meaning is attributed to these terms, the provision is
predicated on a false premise. It assumes arbitrarily that all articles
not imported in substantial quantities are kept out of our markets
by excessive tariffs. It wholly ignores many other reasons which may
be more controlling, such as: United States patents; a small domestic
demand for the specific article; a preference for other articles of
different design; or, in the case of chemicals, because certain com-
pounds are not presently articles of commerce in this country. How-
ever, in the case of hundreds of compounds, a significant cut in duty
could lead to their importation (or offering) in substantial quantities
for conversion to established articles of commerce.

Under this provision, foreign goods could be withheld from our
markets deliberately, by cartels and other devices, just to qualify for
such a reduction in tariff rates.

Finally, this provision completely fails to require that the reduc-
tions made under it be made on a moderate, gradual, selective, or
reciprocal basis. How could one determine what volume of foreign
goods would enter our markets and what "corresponding market
opportunities" would be opened up for American goods by reductions
of 20 percent, 30 percent, or 50 percent? It is wholly discretionary,
except for the condition (imposed by sec. 3 (a) (3) (B)) that not
more than one-third of the decrease be put into effect in any one year.
The "negligible quantity" test is purely arbitrary and is a negation of
selectivity.

Section 3 (a) (2) (1)) (iii), page 5, line 3, would authorize reduc-
tions in rates to 50 percent ad valorem on articles now subject to
duties above that amount. In each case the ad valorem equivalent
would be determined by the President during a period determined
by him to be "representative.' To the extent ie determines prac-
ticable, lie would use the standards of valuation contained in section
402 of the Tariff Act of 1930.

Except for the reference to section 402, this is wholly devoid of
standards. The majority report of the House Ways and Means Com-
mittee frankly admits that "the restrictiveness of a duty bears little
relationship to the height of the tariff" (appendix A, p. 36). Because
the height of a tariff bears little relationship to its restrictive effect,
authority to reduce all rates to a maximum of 50 percent ad valorem
is completely arbitrary. Certainly no claim can be made that this
authority would be moderate, gradual, or selective, or that it could
have any relation to the furnishing of "corresponding market oppor-
tunities."

Section 3 (a) (2) (E), page 5, line 24, would authorize cuts to 50
percent of the January 1, 1945, rates on articles listed in the Federal
Register of November 16, 1954, if the President determines such cuts
are necessary to provide expanding export markets for Japan, includ-
ing markets in third countries. This provision is a complete depar-
ture from the theory and stated purpose of the Trade Agreements
Act which has always contemplated concessions by this country in
exchange for reciprocal concessions by other countries for our prod-
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ucts. Since its passage, the act has been aimed exclusively at the
development of foreign outlets for American production by affording
"corresponding market opportunities for foreign products in the
United States."

In 1954 an effort to authorize such multilateral negotiations for
the benefit of other nations was defeated. Adoption of section 3 (a)
(2) (E) would appear to legitimatize negotiations which were never
contemplated by Congress.

Under section 3 (a) (3) (C), page 7, line 7, the period of time
within which a cut of 15 percent of the July 1, 1955, rate may be put
into effect would be extended beyond June 30, 1958, for such period as
the cut was legally suspended.

With all other authority under H. R. 1 expiring on June 30, 1958,
there would seem to be no sound or sufficient reason for providing for
an indefinite number of partial and piecemeal extensions. We believe
that all authority to make or institute reductions should expire at the
sarn time.

Section 3 (a) (3) (D), page 7, line 17, would authorize the Presi-
dent to exceed the maximum limit on any reduction or part thereof
(in order to simplify computations of duty) by further reducing the
rate to the next lower whole number or by one-half of 1 percent, which-
ever is lower.

All grants of authority should be subject to outside limits and no
good reason appears why reductions in duty rates, whatever they may
be, should not be computed within such limits. Complicated fractions
can be avoided by conceding less than the maximum, as well as by
conceding more. Express authorization to exceed the maximum in
each case would be an open invitation to reduce all rates to the limit.
If this excess authority is requested by the administration it casts
doubt on the oft-repeated assertions that the program would be car-
ried out moderately, gradually, selectively, and reciprocally.

It will be noted that this provision would allow any limitation in
3 (a) (2) (D) or (E) and 3 (a) (3) (B) to be exceeded, for example,
under 3 (a) (2) (D) a 15-percent reduction in a 10-percent rate would
be 1.5 percent, to be effected in amounts of 0.5 percent per year for 3
years. The final rate would then be 8.5 percent. But if the rate ar-
rived at each year, after applying the 0.5-percent reduction, is further
reduced by 0.5 percent per year (as provided in section 3 (a) (3) (D)),
the final rate would not be 8.5 percent but 7 percent, and the reduction
would not be 15 percent but 30 percent!

Section 3 (a) (4), page 8, line 8, would direct the President (to the
maximum extent he deems practicable and consistent with the purpose
of the act) to avoid the subdivision of classification categories.

It is doubtful that the extent and implications of this provision were
understood by its author. To avoid the separate enumeration of hun-
dreds of thousands of products, the tariff schedules contain many gen-
eral descriptions commonly referred to as basket clauses. Some of
these apply to thousands of distinct commodities. For example, para-
graph 27 specifically names 86 cyclic intermediate chemicals but gen-
eral language in the same paragraph also embraces over 1,000 adi-
tional intermediates in commercial use and an unknown number of
others not commonly traded in. If no segregation is to be made of
these products, the impact on the hundreds of producers of products
in this category could be enormous. This is not selection. It is a
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negation of the selective process. Although inadequate in providing
a satisfactory standard, the Kean bill in 1954 at least had the virtue
of trying to furnish some guide for action. It proposed, as the Rand-
all Commission had recommended, that subdivision in a manner which
would cause confusion or controversy should be avoided.

To overcome, insofar as possible, the need for classifying articles
by similitude and chief use, the chemical industry has spent thousands
of hours in devising new descriptions which, if adopted, would group
like products together in related groups or chemical families. This
approach could greatly simplify the chemical schedule and greatly
assist importers, appraisers and others in properly and expeditiously
ascertaining the applicable rate of duty. Under 1I. R. 1, however, it
could also have the effect of subjecting large categories, containing
numerous distinct compounds, to wholesale reduction.

It would be far preferable to permit subdivision of classification
categories but to require a careful consideration of all items on a
product-by-product basis before any reductions could be made.

In summary, we wish to make clear that we are not opposing the
principle of enlarging market opportunities for American goods by
making moderate, gradual, and selective reductions in United States
tariffs. Nor are we advocating a policy of raising trade barriers. We
do wish that no further rate changes be made in chemical schedules
at this time. We still have not experienced the full effect of the
drastic reductions made in 1951.

We should know what these effects will be before we make further
changes. We should ascertain whether they will impair our mobiliza-
tion base. We should recognize that it will be much more difficult
to retrace our steps later and reinstitute measures which may prove
necessary than it is now to insure that the course we chart is the cor-
rect one-to guarantee by law that whatever action may be taken
will, in fact, be moderate, gradual, selective, and reciprocal.

Thank you for this opportunity to present our views on H. R. 1.
The CHAIRMAN (presiding). Thank you for presenting what seems

to me to be a very fine analysis of this legislation.
I missed a part of your statement, but I will read it all very care-

fully.
We are very proud of the fact that under my administration as

Governor of Virginia the Allied Chemical Co. constructed a big plant
at Hopewell. I believe you made a success of that operation.

I would like to ask this question. From what countries do you an-
ticipate the greatest danger of imports?

Mr. HANSEN. The segment of the industry that concerns us, and
which the introductory part of my paper indicates was described in
detail in the House report, is the synthetic organic chemical industry,
which is built around carbon compounds. And while there are a
few large production items in this category, most of them, numbering
in the thousands, quickly cease to be mass production items and be-
come small batch produced products, relatively small quantities with
a high degree of labor content, and it would be that part of the in-
dustry.

The countries which have made the greatest advances in that field
are Germany, Switzerland, and Great Britain, and we would expect
our greatest competition from those three countries.
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The CHAIRMUAN. How do the wages in those three countries corn-
part with those in this country?

Mr. HXNSEN. They run about a third to a fourth of the rates in
this country. The latest figures we have on that obtained from the
Bureau of Labor Statistics

The CHAIRMAN. Would you read the rates in Germany and Switzer-
land?

Mr. HANSEN. Germany, as of May 1954, the latest available figures,
411/2 cents per hour. Great Britain, 52 cents per hour in April 1945,
against the United States average of $1.90 in May 1954, which is
now nearer $2. It has since gone up. There may also have been
some adjustments in the others.

You will recall that the negotiations of the 1,200 items that are
now being negotiated with Japan, all come under section 27. If
these products were made in Japan, they would be made at a rate of
26 cents per hour as of 1953, according to the latest available figures
from the same source.

The CHAIRMAN. What about Switzerland?
Mr. HANSEN. We don't have any exact figures on Switzerland.

They undoubtedly would be very comparable with the German rates.
The CHAIRMAN. Do you have any figures on the productivity in

these countries, per man, per man-day or per man-hour, as compared
with this country?

Mr. HANSEN. The most authoritative study, Senator Byrd, on that
was one published in January of this year by the National Industrial
Conference Board, a pamphlet called, Convertibility and Foreign
Trade. The source of their information was companies that produce
both in this country and abroad and had similar operations. They
were asked what their experience was, what their costs were here,
and abroad. They published 1 case-it is a case study publica-
tion-which shows that in 3 out of 4 products, German costs were
50 to 60 percent on an overall basis of what they would be here. In
the case of the fourth product German costs were approximately 95
percent of our cost of production. In the case of these products cost of
production includes not only labor but materials and overhead and
power and buildings and everything else, complete cost.

The CHAIRMAN. That includes the investment per man?
Mr. HANSEN. That is right; yes, sir.
The CHAIRMAN. Repeat that now. Repeat the figures.
Mr. HANSEN. The averages ran from 50 to roughly 95 percent, but

in the case of 3 out of 4 products the average cost of production in
Germany was between 50 and 60 percent of all cost of production on
an overall basis of American costs, all costs included.

The CHAIRMAN. That includes the taxes, I assume, on everything.
Mr. HANSEN. I believe everything is included.
The CHAIRMAN. Depreciation, investment, et cetera?
Mr. HANSEN. There are some other figures on that subject included

in the House report. I happened to be present and heard Mr. Queeny,
chairman of the board of Monsanto Chemical Co.-and he placed in
the record actual figures from their operations abroad and over here.

The CHAIRMAN. What is the tariff on a comparative basis? Could
you link the tariff up with this 50 percent of cost?

Mr. HANSEN. We are trying to find out if we can now survive under
the present tariff. We are running into difficulty on some products.
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The CHAnMAN. I am speaking of the present tariff.
Mr. HANsEN. On an overall basis, we can probably get along on

present tariff rates.
The CAIRMAN. Take 50 percent of the domestic cost as the cost

abroad, add the cost of transportation; how do you stand then?
Mr. HANSEN. The best index we have on that is how we are getting

along on today's market. There have been very large inroads made in
our market. In just one field of intermediates that I referred to, the
imports have trebled in a period of 3 years, so we know that foreign
producers of those products are able to enter our market under present
costs and present tariff rates. Our feeling is that before further de-
creases are made, we should know what our experience will be under
present rates. We primarily want more time here before we have to
face further decreases.

The CHAIRMAN. You don't object to reasonable competition?
Mr. HANSEN. No, sir.
The CHAIRMAN. The high tariff is like a stone wall. You want a

reasonable chance to survive.
Mr. HANSEN. That is true.
The CHAIRMAN. Can you survive under the existing tariff ?
Mr. HANSEN. We can in a good many cases. You have to go

through an independent investigation on an individual product or a
group of closely related products to know how you can come out. That
is the kind of procedure and protection we think we would get if our
recommendations regarding amendments to the peril point and es-
cape clause were adopted. The two problems that have occurred are
a lack of understanding and agreement as to what constitutes an
"industry" and "serious injury." If "industry" includes, as applied
to the chemical industry, all the big installations and mass producers
like the one in Hopewell, to which you referred, of big tonnage items,
that would mean that the industry would show profits on an overall
basis, but it wouldn't prevent us from suffering very serious injury
in an entirely different segment of the business, and eventually seeing
that end of the business die.

The CHAIRMAN. Are your objections advanced because of the liberal-
ization in this proposed law, or do you object to the existing law?

Mr. HANSEN. It is a cumulative effect of a number of things. We
are experiencing very serious effects from imports right now. Added
to that, reductions on over 1,200 intermediates are now being negotiated
with Japan. The supplemental list of products for reduction in nego-
tiation with Switzerland, on a compensatory basis, for which we would
not get any reciprocal advantage at all, includes a great number of
dyes, one whole basketful of dyes, which number in the hundreds. By
the time we add all of those together, negotiations under the present
law hit at the heart of the organic chemistry industry.

The CHAIRMAN. It seems to me your paper has very clearly pointed
out the fashion in which this new legislation liberalizes the existing
laws. I understand that you think the existing tariff treaties and
those to be made are going to be harmful, considering the peril point
feature.

Mr. HANSEN. If the escape-clause and peril-point provisions and
section 2 of the 1954 law were all amended so that the industry which
would be protected would be the individual industry or segment of
an industry producing a specific product or group of closely related
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products, and didn't take in the entire "industry" in its broadest
sense, and if the "injury" concept were defined, as some of the wit-
nesses have indicated here earlier today, so we didn't have to become
bankrupt in order to qualify for relief, then we think we would have
adequate protection in going through the Tariff Commission and
having it make the findings of how reductions could safely be made.
It is a fact that their opinions have been disregarded in some cases
and that the members of the commission have been unable to agree
in others. That is what gives us the trouble.

The CHAIRMAN. Thank you very much.
Senator Millikin, do you have any questions ?
Senator MILiiuN. No questions.
The CHAIRMAN. Senator Malone.
Senator MALONE. Mr. Hansen, I listened very carefully to your

testimony. I think you made a very clear statement. Your danger
comes from judgment being exercised over your entire industry by
people clearly not able to judge; in other words, not on a principle at
all, but on a setup under the 1934 Trade Agreements Act, so that
these additional factors can be included in judging whether a trade
agreement should be made or not. That has nothing to do with con-
tinuity of your industry. You can take into consideration the overall
economic good. You can take into consideration the condition of the
foreign nations, the political implications, and have nothing to do
whatever with the survival of your industry.

Mr. HANSEN. That is possible; yes, sir.
Senator MALONE. Isn't it probable under the present law?
Mr. HANSEN. In certain areas, that has already happened.
Senator MALONE. That is what I gather from your testimony, and

naturally it is within the purview of the law.
Mr. HANSEN. That is true.
Senator MALONE. The President is clearly within his authority to

lower a duty on any product for a reason entirely removed from your
well-being.

Mr. HANSEN. That is true.
Senator MALONE. Is that one of the things to which you object?
Mr. HANSEN. Yes, it is. We feel that the escape-clause proceeding,

the peril-point proceeding and the 1954 amendment should all be
strengthened to preclude that.

Senator MALONE. How would you strengthen that if you still leave
it to the judgment of the President, of course, technically, but really
the State Department, who has its eye on foreign negotiations for
the most part? How would you strengthen it unless you had it sub-
ject to approval by the Congress of the United States?

Mr. HANSEN. I think that would be a very good solution. That is
one of the suggestions that was offered this morning, as I understand
it. I didn't see the detail of it, but we would be perfectly willing to
see that occur. If the escape-clause and peril-point finding were
made and the President did see fit to disregard it, and then his pro-
posal would have to be presented to the Congress for concurrence,
we would abide by that procedure.

Senator MALONE. Wasn't that what the Congress was trying to do,
to get away from any arbitrary assassination of an industry when they
passed the 1930 tariff law laying down a principle of fair and reason-
able competition, and saying specifically that the only method they
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had of determining what the duty should be; that is, the Tariff Com-
mission, an agent of Congress, would be on the basis of the difference
of cost here and the cost in the chief competing countries?

Mr. HANSEN. That could well be the intention. I haven't gone into
the history of the 1930 act.

Senator MALONE. We don't have to go into the history of it. I
don't mean to imply any question that that was their intention. That
was what it said.

Mr. HANSEN. The substance of it says that.
Senator MALONE. It says it in so many words, that they shall deter-

mine the difference in the cost of a product in this Nation and the
cost of a like or similar article in the chief competing nation, and
recommend that to be the tariff. That is exactly what it says.

Mr. HANSEN. That is what the act provides; yes, sir.
Senator MALONE. That would satisfy you, wouldn't it?
Mr. HANSEN. It would be one alternative. We hadn't looked at it

in that light. We hadn't gone back through it. I am reflecting the
point of view of other people.

Senator MALONE. I understand that; but we are considering here
not only when this act is worded as it should be, if we are going to
pass it, but whether or not we are going to pass it, understanding if
we do not extend the act which has been extended from time to time
every 3 years for a while, and then in 1951 for 2 years and in 1953 for
1 year and in 1954 for 1 year, regardless of the Randall Commission
report, now it is being considered to pass it for 3 years or 1 year or at all.

There will be some opposition to passing it all.
If you had your way about it, would you rather have it on the basis

of principle in the Tariff Commission, an agent of Congress, or have
it, as it is, under the 1934 Trade Agreements Act, and this H. R. 1
doesn't change this one provision, that it is transferred and left to
the judgment of one man, arbitrary judgment with these other factors
considered if he wants to consider them.

Mr. HANSEN. I don't believe I am in a position today to say which
one I would prefer because we haven't compared them on that basis.
We came down with the idea of testifying with respect to a specific
piece of legislation, and this would be acceptable to us if the Senate
saw fit and the House would go along with amendments along the
lines we have indicated. Whether section 336 under certain circum-
stances would be preferable, I am just not equipped to say today.

Senator MALONE. You don't know today whether you would have
a principle laid down on the basis of fair and reasonable competition
and the Tariff Commission, an agent of Congress, fix the duty on that
basis of fair and reasonable competition, or you would like to have
it in the hands of one man, considering the factors set down in the
1934 Trade Agreements Act.

Mr. HANSEN. I don't believe that is quite the choice, because, as we
would like to see H. R. 1 amended, you would have the Trade Agree-
ments Act, but you would also have the findings made by the Tariff
Commission, and that is the body that Congress established for the
purpose, and it would make the final determination, and you would
have the right to accept or not accept any deviations from it.

Senator MALONE. You mean the Congress?
Mr. HANSEN. The Congress, yes.
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Senator MALONE. If you could not get an amendment along that
line, then would you like the see the act lapse and go back under the
1930 Tariff Act on that policy.

Mr. HANSEN. If I understand your question correctly, I believe
rather than have H. R. 1 in its present form, we would prefer to see the
act lapse.

Senator MALONE. Then any products on which there had been no
trade agreements would revert to the Tariff Commission on that prin-
ciple and where there were trade agreements, whenever the President
saw fit to ask for the cancellation of the trade agreement requested
within a certain time, it reverts to the Tariff Commission, then
wouldn't you be on the principle you are outlining?

Mr. HANSEN. That would be one way to get there.
Senator MALONE. That is the principle you would like to see, one

way or another.
Mr. HANSEN. The principle would be quite acceptable. That is the

objective. Ultimately we would like to have, as you put it earlier
in one of your questions, an equalizing tariff. If we could get a tariff
that would equalize costs abroad and domestic costs, we could com-
pete on an even basis with our domestic competitors and our foreign
competitors.

Senator MALONE. That is about all anybody wants. We hear spe-
cial articles written that there are high tariffs and low tariff advocates.
I don't know any high tariff advocates. They just want that dif-
ferential equalized continually. Under the 1930 Tariff Act it can
be brought up at any time whenever it is found that there is an eco-
nomic relationship that has been changed. Then an adjustment could
be made. That is the principle there adopted.

Mr. HANSEN. We would like that.
Senator MALONE. What is it that makes you able to secure new

money to go into an industry ? When you have money in an industry
you try to save yourself in any way you can to save the investment.
That happens in any industry that is in danger. Isn't the principle
we have just outlined something that would make it more feasible
to secure money for a new industry because you could say foreign
competition was going to be equalized by the duty?

Mr. HANSEN. We have obtained some money under existing law,
so it wouldn't necessarily be vital, I think, to return to section 336 for
that purpose. It would depend, of course, upon the individual prod-
ucts involved and how vulnerable you were to foreign competition,
but certainly you have to be able to demonstrate to the satisfaction of
an investor that it is a sound proposition, and you would have an op-
portunity to make money in order to attract his money.

Senator MALONE. Under the present situation any industry in this
Nation that needs a duty to equalize that difference in cost is vulnera-
ble, is it not?

Mr. HANSEN. That is true.
Senator MALONE. Under the other situation, it would only be

through a mistake in calculation or in some miscarriage of the prin-
ciple that you would be in danger. At least you have the principle
to rely on.

Mr. HANsEN. That is correct.
Senator MALONE. Now you talk about mothballing the industrial

machinery. What about the trained men in the business? Are there
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trained men and employees in this business who it takes a considerable
time to become proficient in their jobs?

Mr. HANSEN. Yes. Tie areas in which we are most vulnerable have
the highest skills, 1 believe, of those found in the chemical industry,
highly skilled, technically trained men, many of them having spent
years in college in graduate work to prepare themselves for it.

Senator [LONE. In research?
Mr. HANSEN. That is right.
Senator MALONE. In business experience?
Mr. HANSEN. That is true.
Senator MIALONE. To make it work
Mr. HANsEN. Yes.
Senator MALONE. What becomes of these men if these industries'

production is decreased through foreign competition that you are
unable to meet and so have to go out of business?

Mr. ILANSE-N. They would just drift away, I suppose, and do the
best they could to find some livelihood, but one of their prime objectives
would be a job that had some security where they could go and feel
they could stay for a while. They wouldn't want to drift in and out.
If we lost them today, they wouldn't be available to us tomorrow.
As a matter of fact, we have a very acute shortage of scientific trained
people right now. The industry is very hadly handicapped for that
reason. We are terribly concerned about where we will be 2 or 3 or 5
years from now. There are not enough students now interested in
chemistry, chemical engineering, and physics in high school. Unless
they are interested now, they may not be 2 or 3 years from now in
college.

Senator MALONE. How long does it require to produce a good chem-
ical engineer and where does lie start ?

Mr. HANsEN. Usually his interest starts in high school. Unless it
starts there, we have very great difficulty in persuading him to take
up the scientific profession later. The basis is mathematics. Unless
lie gets 2 or 3 or 4 years in mathematics in high school, he isn't
equipped for chemistry and chemical engineering in college work.
We have to )lant the seed early. We haven't yet learned how to do it.
We are struggling every day to find ways of interesting prospective
scientists to take up the study.

Senator MALONE. Isn't one way to kindle an ambition-a lot of it
is kindled through the parents and through example and through talk
the boy hears-isn't one way to kindle it the general conclusion that
the industry is a safe industry, and that after college and a couple
of years of postgraduate work he has a lifetime career ahead of him?

Mr. HA.INSEN. That is true.
Senator MAALONE. Isn't that the only way.
Mr. HANsEN. Yes. Unless we can create the impression sincerely

that opportunity is available for a lifetime, then people wouldn't take
up the work. They would go into another field.

Senator MALONE. As a matter of fact, in nearly all these indus-
tries-I have listened to the testimony today about heavy power
machinery, hydraulic machinery, where the machinists must train
for years-isn't that the case in nearly all of these jobs, that a person
must have at least, to his way of thinking, reasonable assurance that
when he graduates from school or if he doesn't graduate, if he is a
mechanic, finally after 4 or 5 years' experience that he is reasonably
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sure he can settle down and raise a family and look forward to a life of
hard work; isn't that what makes him do it?

Mr. HANSEN. I think you have stated it very well.
Senator MALONE. Do you think it is very much of an encouragement

to hear these industries coming down every year fighting for their lives
before a congressional committee to try to persuade Congress not to
decapitate them in some way? Do you think that is very much en-
couragement to a young man to go into the business?

Mr. HANSEN. I do not. That is a very poor approach to the
problem.

Senator MALONE. Haven't we done it now for 21 years? Isn't this
the 21st year?

Mr. HANSEN. I haven't been in this work that long, but it has hap-
pened too frequently.

Senator MALONE. And it has been testified to several times today,
and I get from your testimony that you had the same experience that,
with a couple of wars and preparation for war, you had a very short
time in the last 10 or 15 or even 20 years, when you call it an average
time of existence of an industry on its own feet, standing on its own
feet. There have been wars, preparation for war and special con-
tracts, special tax concessions, and loaning money to the business and
special contracts. It is pretty hard to tell just where you stood,
isn't it?

Mr. HANSEN. That is true. We seem to go from crisis to crisis.
Senator MALONE. That is exactly right, for 21 years, from crisis to

crisis. Then isn't it about the only thing you can do, to sit down in
the cool of the evening and think it through, using a little common-
sense, as to what would be the reasonable protection of an industry
if we didn't have a crisis to ride on for a while? Wouldn't it be a little
commonsense conclusion some place along the line that maybe what
was used in 1930, when we had a principle upon which we could rest,
would be better than to have it in the hands of one man, however ex-
perienced he might be, who could almost overnight destroy the busi-
ness or make the industrial map of the country different?

Mr. HANSEN. It would certainly have virtues, Senator, but I don't
feel I am competent to look at it from that overall standpoint and
decide that that would be the best way to do it. There are many other
problems. We in the chemical industry are very conscious of the fact
that there are many other situations that have a bearing on this prob-
lem, and I am not certainly equipped today to say that would be the
best approach to it.

Senator MALONE. Do you think anybody is equipped, any one man
is equipped to take into consideration all of the meshing of the eco-
nomic factors in the United States of America and say that one in-
dustry ought to be decreased and another increased through the sale
of foreign products in the country, so a country can secure money to
buy something else? Do you think anyone is qualified to do that?

Mr. HANSEN. I think one of the great virtues of our country is that
no one man has to do that, that we can shake our opinions down in an
open forum under the democratic process, as we do here today. We
rely upon you and the fellow members of the committee to give us
that guidance.

Senator MALONE. I would point out that we did have a system
like that, but under the system under which we have been operating
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for 21 years, and which we are considering today whether we will
extend or not, there is no one outside the executive department of
Government who sits down and judges whether or not you are pro-
ducing something that could be better produced abroad, regardless
of the economic considerations. You realize that is the situation un-
der law we have now, don't you?

Mr. HANSEN. I guess that is true. I hadn't thought of it in that
light.

Senator MALONE. No one has any more confidence in the integrity
of the President of the United States than I do. I don't think there
is any human being or group who can judge the entire economy of
a nation and the entire economy of the whole world and the meshing
of these economies and can pass on the situation in that manner.

Mr. HANSEN. We share the confidence you have in the President,
Mr. Senator.

Senator MALONE. Of course you do.
There were three branches of Government at one time-- the execu-

tive, the legislative, and the judiciary branch to judge whether we
operate within the Constitution or not. The legislative branch under
article I, section 8, is charged specifically with the responsibility of
setting these duties, imports, and excises and to regulate foreign com-
merce and foreign trade. We call those duties tariffs or import
duties. Section 336 of the Tariff Act passed by the Congress laid
down that principle of fair and reasonable competition and gave them
only one method of proceeding, and that was to determine the differ-
ence in the cost of production in this Nation and the cost of production
in the chief competitive nation on each product, not the overall bene-
fit of the chemical industry, but on each of your chemical products.
There are more than 5,000 of these products altogether. Then they
would recommend that to be the tariff, and wouldn't that be the fair-
est way to do it?

Mr. HANSEN. That certainly would be one way to do it. I am not
prepared to say that that would be the best way. Whether it would
be more complicated or not, I don't know.

Senator MALONE. There may be a better way, but that better way
would not be to leave it in the judgment of one man to consider all
the political factors all over the world and the overall economic situa-
tion of the Nation, would it?

Mr. HANSEN. On the basis we have recommended here, it wouldn't
be left to the judgment of one man. The intial study would be made
under the Tariff Commission, just as it might under 336, and the
Commission would determine how far any product could be reduced,
and they wouldn't have to examine the entire list and write a whole
schedule. They could consider it in terms of a group of related prod-
ucts, and they could make the determination, and if the President felt,
in his best judgment, that he had some other information that he
didn't feel at liberty to disclose to the world, that he had an ample
reason to take a different point of view, I wouldn't want to differ with
him. If he then submitted a report to the Congress and explained in
ways that he could tell you why he took that action, I certainly would
abide by it.

Senator MALONE. In other words, even if his action in destroying
this particular section of the industry was based on some interna-
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tional, political consideration or the overall best interests of the econ-
omy of the Nation, as lie considered them, you would be satisfied.

Mr. HANSEN. Well, you put a tough case.
Senator MALONE. It is no tougher than actual reality.
Mr. HANSEN. When you refer to the destruction of an industry,

if we got that far I think we would get an adequate hearing. If we
didn't get the hearing that satisfied us before the Tariff Commis-
sion, or we didn't get the ear of the President, I'm sure we could
get the ear of the Congressmen and Senators in connection with
protection.

Senator MALONE. You can get our ear. We are talking now about
an act which we are considering extending, and if we do extend it,
then it remains in the executive department. Then these trick or-
ganizations, like GATT and the organization just recently formed
under a resolution passed by the United Nations Assembly-another
world-trade organization-will meet each year and determine what
to do with the market and consumption and all these side issues. If
you go back to the principle, then we are not in that pot, and when we
are not in the pot, there is no game.

Therefore, you don't have these 40 or 50 nations that have these
low-wage rates, as has been very adequately explained, with their
mouths watering to divide the markets of the United States. It would
be done then on a principle of fair and reasonable competition, which
you seem to agree would be adequate.

Mr. HANSEN. That is all we ask for.
Senator MALONE. Thank you.
Senator MILLIKIN. Mr. Chairman.
The CHAIRMAN. Senator Millikin.
Senator MILLIKIN. If the present system should be extended, do

you think the amendments you offered would offer you protection?
Mr. HANSEN. We would be satisfied, Mr. Millikin.
Senator MALONE. Then one more question. If you do not get the

amendment, you would be opposed to the extension, would you?
Mr. HANSEN. I believe so. We might have to take another look

at it. But if I have to answer yes or no today, I believe I would
prefer to see the trade-agreements program perhaps lapse rather than
to see H. R. 1 without any change. That is my best judgment today.

Senator MALONE. I was going to ask you one more question here.
You do use a mineral called ?luorspar in some of your chemicals,
don't you?

Mr. HANSEN. Yes; we do.
Senator MALONE. You are familiar with what happened to it? The

tariff was reduced. In Illinois and other Western States where they
produce fluorspar, companies went out of business, and fluorspar is
being imported now. If you use it in chemicals, are you aware of the
effect nonproduction of this material in the United States might have
in critical times?

Mr. HANSEN. It is a very important chemical. We own mines in
California, Colorado, and New Mexico for the production of fluorspar.

Senator MALONE. How are you getting along in California with
your mine?

Mr. HANSEN. We haven't opened that up. We are holding that
in reserve, sort of.
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Senator MALONE. Do you think you could under the present situa-
tion?

Mr. HANSEN. The taxes are very low. We can hold it for quite
a while.

Senator MALONE. You can hold it, but how would you operate it
under the present situation as far as the tariffs or duties are concerned?

Mr. HANSEN. I don't believe we would under present circumstances.
That is why the property is idle. We have surveyed the property.
We are not operating it because it is not the most profitable thing to do.

Senator MALONE. Isn't the reason that Illinois properties and other
properties in other States have closed down the same reason?

Mr. HANSEN. I would think so. Also, the arrangement on the fluor-
spar tariff schedule, where the more expensive the material, the lower
the rate of duty is quite an unusual thing. I have never seen that as
applied to any other product.

Senator MALONE. Who made that trade agreement?
Mr. HANSEN. I don't know. I know very little about that.
Senator MALONE. Wasn't it the same situation that we are about

to extend here under which it was made?
Mr. HANSEN. Except we would have, in my opinion, 2 or 3 safe-

guards that we did not have at the time that occurred.
Senator MAIONE. If they took your amendments?
Mr. HANSEN. Yes.
Senator MALONE. I understand that you think it might help, but

I only brought out the situation of fluorspar because there are 5,000
other products that are practically in the saine situation, and which
would be forced into the same situation very easily. They have plenty
of authority to do it. The lead and zinc mines, most of them, are on
the street. It is much cheaper to send the stuff in than it is to do any-
thing else about it, and it looks very reasonable to someone in a tall
building in New York where they can look out of the office building
toward Europe, Asia, and Africa easier than they can the States
west of the Hudson River. It looks very reasonable to them and to
the State Department, without doubt. I wanted to bring that out
as one shining example. I think your answer has been correct.

The CHAIMAN. Thank you very much. You have given excellent
testimony, and you have been very frank.

The next witness is Mr. E. A. Norton, secretary, National Milk
Producers Federation.

STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK
PRODUCERS FEDERATION, ACCOMPANIED BY M. R. GARSTANG,
GENERAL COUNSEL, NATIONAL MILK PRODUCERS FEDERATION

Mr. NORTON. Mr. Chairman, members of the committee, I am E. M.
Norton, secretary of the National Milk Producers Federation, 1731 I
Street NW., Washington, D. C.

The National Milk Producers Federation is a national farm organ-
ization. It represents nearly half a million dairy farm families and
some 700 or more dairy cooperatives which they own and operate.

In terms of volume, about one-fifth of the milk sold from farms in
the United States is marketed through these cooperatives. They
process and market practically every form of dairy product produced
in this country.
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The federation represents primarily the viewpoint of dairy farmers.
Our bylaws require at least 75 percent of our board of directors to be
active dairy farmers.

The annual membership meetings of the federation are attended
by dairy leaders from all sections of the United States. At these
meetings national issues affecting dairy farmers are considered, and
resolutions are adopted reflecting the aggregate views of the dairymen.

Our purpose in appearing before this committee is to present for
the information and consideration of Congress the views and desires
of dairy farmers as expressed in these resolutions.

DOMESTIC AGRICULTURAL PROGRAMS

This country is committed to a high standard of living, a high price
level, high wage rates, and to the maintenance of agricultural prices
at levels which will protect the purchasing power of farmers.

This results in an economy which in this country is in some respects
above the general world level. For example, the domestic prices for
many agricultural commodities are substantially above world price
levels. As long as this condition exists, it is necessary for us to main-
tain effective import controls and to retain the right to sell in world
markets at competitive world prices regardless of the fact that such
prices may be lower than the domestic price.

Our national foreign trade policies should recognize these facts,
and no trade agreement should be authorized which would impair
these important rights.

We never have asked that dairy farmers be paid high prices. We
have asked only that the prices which farmers receive be reasonably
and fairly related to the cost of things that farmers buy. That is the
theory of parity. It is the basis of our agricultural segment of our
economy.

Although the purchasing power of dairy farmers is now maintained
at only 75 percent of parity, our domestic price support level is still
substantially above world prices, enough so that strict import controls
are essential to prevent imported world surpluses from further com-
plicating our own surplus problems.

Our testimony before the House Ways and Means Committee was
directed primarily to the need for protecting our domestic agricultural
programs against imports under section 22 of the Agricultural Adjust-
ment Act. H. R. 1 as originally introduced would have authorized
the President by proclamation to put trade agreements into effect in a
manner inconsistent with existing law. It thus posed a serious threat
to section 22.

An amendment to section 3 of the bill directed to this objection
was recommended by the Secretary of Agriculture and accepted by
the House Ways and Means Committee. The bill as reported and as
passed by the House contains the amendment.

This amendment is most important to the agricultural economy of
the United States. We urge you most earnestly not to let its effective-
ness be impaired in any way in the Senate.

In line with the request of the committee, I will not repeat here the
arguments made before the Ways and Means Committee in support of
section 22. But I do want to emphasize the importance of the amend-
ment and the necessity for retaining it.
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FUTURE LEGISLATION SUBSERVIENT TO THE TRADE AGREEMENTS

There is one aspect of this amendment which we believe should be
further clarified.

Section 3 (a) of the bill would amend subsection (a) (1) (A) of
section 350 of the Tariff Act of 1930 to provide, among other things,
that provisions of trade agreements could not be put into effect in
the United States in a manner inconsistent with existing legislation
of the United States.

Section 3 (c) of the bill would amend subsection (c) of section 350
of the Tariff Act of 1930 to include the following definition:

(B) The term "existing" without the specification of any date, when used
with respect to any matter relating to the conclusion of, or proclamation to
carry out, a foreign trade agreement, means existing on the day on which the
trade agreement is entered into.

We are concerned that the proviso when read in conjunction with
the definition may only prevent trade agreement provisions from
being put into effect in this country in a manner inconsistent with the
legislation of the United States existing as of the date the trade agree-
ment was entered into.

This leaves the implication that Congress would not have the right
by subsequent amendment, or by subsequent legislation, to grant
relief to the people of this country from a provision in a trade agree-
ment which later proved to be unwise.

It also leaves the implication that in future legislation, Congress
will be restricted by the trade agreements in the type of legislation
enacted.

We believe it would be a serious mistake for Congress to make sub-
servient to the trade agreements its right to enact future legislation.
This would be particularly dangerous if an international trade organ-
ization should be set up under the organizational provisions of the
revised GATT now being drafted. It would mean, in effect, that
Congress would be obligated to get clearance from some 30 or 40
foreign nations before enacting legislation affecting foreign trade.

We recommend, therefore, that the bill be further amended to pro-
vide that no provision of a trade agreement shall be given effect in or
by the United States in a manner inconsistent with the legislation of
the United States.

This would be a clear notice to other contracting nations that Con-
gress still retains ultimate control over the international trade of the
United States. Trade agreements which are sound would have noth-
ing to fear from such control. It obviously is most important that
Congress retain the right to correct those which may prove to be
unsound.

This is a matter which vitally affects the welfare and jobs of the
American people. In fact, the whole economy of this country is at
stake. Surely it cannot be argued, in a matter of such great impor-
tance, that Congress should circumscribe its rights and, in effect, by
tying its own hands render itself impotent to grant relief if subse-
quent developments should prove a trade agreement provision to be
unwise. Yet it is what we fear H. R. 1 would do. We realize of
course that Congress could disregard the trade agreements, but Con-
gress ought not to put itself in a position where that would be
necessary.

575
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Unless it is contemplated that the effects of the trade-agreements
program will be so unfortunate that Congress will need to act, then
there should be no objection to the Congress being left free to act.

If this limitation on the power of Congress indicates that revised
trade agreements may contain provisions which Congress would not
accept, or if it implies that Congress cannot be trusted in such mat-
ters, then there is all the more reason why Congress should not relin-
quish the reins in such a manner that it cannot later pick them up.
If none of these possibilities are contemplated, then there should be
no objection to removing from the bill any possible doubt as to this
limitation on the right of Congress to act.

PRACTICAL PROBLEMS ARE INVOLVED

We are not advancing a theoretical argument. The provision in
H. R. 1 making future legislation subservient to the trade agreements
presents practical and immediate problems. We fear it will present
event more serious ones in the future.

For example, the General Agreements on Tariffs and Trade-
which Congress has not recogmzed heretofore but which this bill
would in efect approve-was entered into in 1947. It contains re-
strictions on import quotas, foreign nations are demanding that we
discontinue the use of agricultural import quotas to protect our do-
mestic agricultural programs.

Agricultural import controls are currently being applied under
section 22 of the Agricultural Adjustment Act and under section
8 (e) of the Agricultural Marketing Agreement Act of 1937.

Section 22 has been amended since 1947 so that it was not existing
legislation in its present form in 1947. Section 8 (e) of the Agri-
cultural Marketing Agreement Act of 1937 applicable to imports of
certain fruits and vegetables was enacted only last year and therefore
was not existing legislation in 1947.

If H. R. 1 is passed in its present form and the general agreement
is ratified, the least we can expect is a troublesome argument from
foreign nations that are trying to tear down our agricultural import
quotas.

Examples of future legislation that would be impeded by this pro-
posal to limit the right of Congress are the two-price agricultural
programs being considered for such commodities as wheat, rice, and
dairy products.

Obviously, no such farm program enacted in the future would be
"existing legislation" at the time GATT, or the revised GATT, was
entered into. Foreign nations already are complaining that such pro-
grains would contravene the provisions of GNTT. If Congress enacts
them, they say, the United States will be breaking its international
agreements. But since Congress so far has not ratified or recognized
GATT, these arguments at the moment do not have much weight
except in administrative circles. However, H. R. 1 contains an im-
plied ratification of GATT. Once Congress recognizes this agree-
ment, the prohibition against the use of two-price systems will be a
serious matter.

Congress will be faced immediately with a restriction on its right to
enact domestic agricultural legislation-if it makes its rights sub-
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servient to the trade agreements by enacting H. R. 1 in its present
form.

THE DURATION OF TRADE AGREEMENTS IS NOT LIMITED

Unless the trade agreements are made subservient to the will of
Congress as expressed in future legislation, Congress will find itself
divested of the right to act in important matters of international
trade for the duration of a term, the length of which it does not know.

By enactment of 11. R. 1 in it present form, Congress would say to
the President, iii effect, and through him to the State Department-
you are authorized to commit the United States to foreign-trade agree-
ments which regulate our international trade and to apply them in
this country in a manner inconsistent with any legislation we may
subsequently enact. You have 3 years in which to get the agreement
signed, but there are no limits whatever on the length of the term of
the agreement. You may commit us for a term of 3 years, 5 years,
25 years, or any other term you wish.

Of course, the Congress later could terminate or restrict the power
to make further agreements, but that would not undo the agreements
already made. One of the objectives of foreign nations is to bind
the United States against any congressional change in our foreign
policy for a long period of time. Suggestions have been made for
a 5-year or 4-year extension of the trade agreements power. The
danger does not lie in the number of years for which the power is ex-
tended, but in the length of the term of the trade agreement entered
into and in the fact that the right of Congress to enact future legisla-
ion affecting foreign trade would be made subservient to the trade
agreement.

H. R. 1 contains a specific authorization to the President to commit
the United States to GATT, or to a revised GATT the terms of which
Congress has never seen.

The CHAIRMAN. Will you point that out in the bill?
Mr. NORTON. Yes, sir.
The CHAIRMAN. Section 2?
Mr. NORTON. Section 3.
The CHAIRMAN. Will you read it?
Mr. NORTON. This is Mr. Garstang, attorney. May he read that?
The CHAIRMAN. Mr. Garstang, will you read that section?
Mr. GARSTANG. Yes. It is in the new language which would be

added to the proposed subsection (a) of the Trade Agreements Act.
The CHAIRMAN. What page?
Mr. GARSTANO. Two, beginning on line 20. The present language

in the bill is:
(a) To enter into foreign-trade agreements with foreign governments or

instrumentalities thereof-

from there on it is new language-
containing provisions with respect to international trade, including provisions
relating to tariffs, to most-favored-nation standards and other standards of
nondiscriminatory treatment affecting such trade, to quantitative import and
export restrictions, to customs formalities, and to other matters relating to such
trade designed to promote the purpose of this section similar to any of the
foregoing.
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The CHAIRMAN. And the proviso.
Mr. GARSTANG (reading) :

Provided, That no such provision shall be given effect in the United States
in a manner inconsistent with existing legislation of the United States: Pro-
vided further, That the enactment of the Trade Agreements Extension Act of
1955 shall not be construed to determine or indicate the approval or disapproval
by the Congress of organizational provisions of any foreign trade agreement
entered into under this section.

And then, (b) follows, about putting in effect by proclamation.
The CHAIRMAN. Is that not what you recommend at the top of

page 4 of your statement?
Mr. GARSTANG. No.
Mr. NORTON (reading):
* * * no such provision shall be given effect in the United States in a manner

inconsistent with legislation of the United States.
The CHAIRMAN. Is that not:

Provided, That no such provision shall be given effect in the United States in a
manner inconsistent with existing legislation of the United States?

Mr. GARSTANG. In the proviso, we think the danger there is in the
word "existing" which, when you read it in connection with the defi-
nition of "existing" further back in the bill, makes it as of the date the
trade agreement is entered into and we would like to see the word
"existing" taken out so that the trade agreement cannot be applied
any time in contravention of the existing legislation of the United
States.

The CHAIRMAN. If in the proviso "existing" were deleted, that
would cover the recommendation you make at the top of page 4?

Mr. NORTON. That is right.
The CHAIRMAN. Of the statement.
Mr. GARSTANG. Well, we are still concerned with the new powers in

that subparagraph A which authorizes specifically putting into a
trade agreement the things which are in GATT.

The CHAIRMAN. Did you treat more fully the reason you want that
done?

Mr. NORTON. In the statement, yes, sir.
The CHAIRMAN. Well, I would like for you to state specifically in

the record exactly why you think this new language should be deleted.
Is that what you want done?

Mr. GARSTANG. Yes, sir.
Mr. NORTON. Yes, sir.
The CHAIRMAN. And do you cover that?
Mr. NORTON. Later on we cover it, maybe not as completely as you

would like, but certainly we can do that.
The CHAIRMAN. I would like for you to do that and have a special

memorandum if you have not already covered it, as to why you think
it should be deleted. I think there is a good deal of merit in it. If
GATT should be approved, it should not control or have precedence
over these reciprocal trade agreements or add any additional power.
I have not had a chance to study that.

I would like to have all the information possible in regard to this
statement you have submitted.
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Mr. NORTON. Well, we have covered it a little more, further on in
the statement, Senator, but we certainly would be happy to broaden
the base in a memorandum to you.

The CHAIRMAN. Yes; I wish you would do that.
(The information requested is as follows:)

FUTURE LEGISLATION SUBSERVIENT TO THE TRADE AGREEMENTS

There is one aspect of this amendment which we believe should be further
clarified.

Section 3 (a) of the bill would amend subsection (a) (1) (A) of section 350
of the Tariff Act of 1930 to provide, among other things, that provisions of trade
agreements could not be put into effect in the United States in a manner incon-
sistent with existing legislation of the United States.

Section 3 (c) of the bill would amend subsection (c) of section 350 of the
Tariff Act of 1930 to include the following definition: "(B) The term 'existing'
without the specification of any date, when used with respect to any matter
relating to the conclusion of, or proclamation to carry out, a foreign trade
agreement, means existing on the day on which the trade agreement is entered
Into."

We are concerned that the proviso when read in conjunction with the defini-
tion may only prevent trade-agreement provisions from being put into effect in
this country in a manner inconsistent with the legislation of the United States
existing as of the date the trade agreement was entered into.

This leaves the implication that Congress would not have the right by subse-
quent amendment, or by subsequent legislation, to grant relief to the people of
this country from a provision in a trade agreement which later proved to be
unwise.

It also leaves the implication that in future legislation, Congress will be re-
stricted by the trade agreements in the type of legislation enacted.

We believe it would be a serious mistage for Congress to make subservient to
the trade agreements its right to enact future legislation. This would be par-
ticularly dangerous if an international trade organization should be set up
under the organizational provisions of the revised GATT now being drafted. It
would mean, in effect, that Congress would be obligated to get clearance from
some 30 or 40 foreign nations before enacting legislation affecting foreign trade.

We recommend, therefore, that the bill be further amended to provide that
no provision of a trade agreement shall be given effect in or by the United States
in a manner inconsistent with the legislation of the United States.

This would be a clear notice to other contracting nations that Congress still
retains ultimate control over the international trade of the United States.
Trade agreements which are sound would have nothing to fear from such con-
trol. It obviously is most important that Congress retain the right to correct
those which may prove to be unsound.

This is a matter which vitally affects the welfare and jobs of the American
people. In fact, the whole economy of this country is at stake. Surely it cannot
be argued, in a matter of such great importance, that Congress should circum-
scribe its rights and, in effect, by tying its own hands render itself impotent
to grant relief if subsequent developments should prove a trade-agreement pro-
vision to be unwise. Yet that is what we fear H. R. 1 would do. We realize
of course that Congress could disregard the trade agreements, but Congress
ought not to put itself in a position where that would be necessary.

Unless it is contemplated that the effects of the trade-agreements program
will be so unfortunate that Congress will need to act, then there should be no
objection to the Congress being left free to act.

If this limitation on the power of Congress indicates that revised trade agree-
ments may contain provisions which Congress would not accept, or if it implies
that Congress cannot be trusted in such matters, then there is all the more
reason why Congress should not relinquish the reins in such a manner that
it cannot later pick them up. If none of these possibilities are contemplated,
then there should be no objection to removing from the bill any possible doubt
as to this limitation on the right of Congress to act.
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RATIFICATION OF GATT

H. R. 1 contains a specific authorization to the President to commit the United
States to GATT, or to a revised GATT, the terms of which it has not seen.

In effect Congress would say to the President: Instead of Congress directly
ratifying GATT, or the revised GATT now being negotiated, we authorize you
to do it for us and in our name.

This authorization appears in the proposed subparagraph designated (A) which
begins on page 2, line 20, of the bill. This is the provision defining the President's
power under the Trade Agreements Act.

H. R. 1 as it presently stands would rewrite the grant of power to read as
follows (italic added) :

"(A) To enter into foreign trade agreements with foreign governments or
instrumentalities thereof containing provisions with respect to international
tradc, including provisions relating to tariffs, to most-favored-nations standards
and other standards of nondiscriminatory treatment affecting gukch trade,
to quantitative import and export restrictions, to customs formalities, and
to other natters relating to such trade designed to promote the purpose of this
section similar to any of the foregoing: Provided, That no such provision shall
be given effect in, the United States in a manner inconsistent with existing
legislation of the United States: Provided further, That the enactment of the
Trade Agreements Extension Act of 1955 shall not be construed to determine
or indicate the approval or disapproval by the Congress of organizational pro-
visions of any foreign trade agreement entered into under this section."

That part of the above provision not italicized is the exact wording of the
present law. The italicized part is new language which H. R. 1 would add to the
present grant of power.

The General Agreement on Tariffs and Trade contains, and the revised GATT,
we understand, will contain, provisions relating to standards of nondiscrimina-
tory treatment, to quantitative import and export restrictions, to customs formal-
ities and to other matters similar thereto. These are the substantive provisions
of GATT which undertake to regulate our foreign trade rather than to reduce
tariffs. They are the provisions which Congress so far has refused to recognize
or ratify.

When the new wording contained in the grant of power in H. R. 1 is carefully
examined in relation to the present law, and in relation to the provisions of
GATT, it appears quite clear that H. R. 1 would authorize a ratification of GATT
or the execution of a revised GATT.

We believe this power will be used to ratify indirectly the important substan-
tive provisions of GATT, or the revised GATT, such as the restrictions on the use
of agricultural import quotas, restrictions on future legislation setting up two-
price agricultural programs, restrictions on the quality and sanitary standards
of our imports, and customs simplification. Then only the relatively unim-
portant organizational provisions of GATT will be submitted to Congress for
direct approval.

Congress is being asked to commit itself and the United States-through the
enactment of H. R. 1 in its present form-to all of these important and far-
reaching regulations of our international trade, without holding any hearings on
the substantive part of the revised agreement and without even knowing in
advance the terms of its provisions.

The significance of this provision of H. R. 1 is appalling when it is considered
that Congress has steadfastly and consistently refused to recognize or approve
the original GATT-the terms of which it does know-and that the ITO Charter
containing the same substantive provisions as GATT was killed by Congress.

We do not believe that Congress should approve directly or by Implication the
revised GATT until its terms are known nor until hearings have been held to
explore its effect upon the American people and the American economy.

We recommend therefore that H. R. 1 be amended to take out of section 3 the
authorization to enter into GATT-type trade agreements. A proposed amend-
ment is attached.

Beginning on page 2, line 20, and continuing through line 12 on page 3, strike
out the proposed subparagraph (A) and insert the following :

"(A) To enter into foreign trade agreements with foreign governments or
Instrumentalities thereof: Provided, That no provision in any such agreement
shall be given effect in or by the United States in a manner inconsistent with the
legislation of the United States; and"

On page 11, after line 21, add a new section as follows:
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"SEc. 5. The enactment of this act shall not be construed to determine or
indicate the approval or disapproval by Congress of the executive agreement
known as the General Agreement on Tariffs and Trade nor of any agreement
which is a revision of or substitution for such agreement."

Mr. NORTON. I will return to my prepared statement.
Surely Congress-and in particular the members of this committee--

have not forgotten the promises made by the State Department to this
committee in 1947. These were, in effect, that the provisions of the
ITO Charter would not be put into effect in this country without sub-
mitting it to Congress for approval. In spite of these assurances,
practically all the provisions of the ITO Charter were incorporated
in GATT, and an attempt was made to apply them in that manner
without congressional approval. Congress has never been permitted
to act on GATT. The ITO Charter itself was withheld from Congress
for several years. When it was later presented, it did not have suffi-
cient appeal to get out of committee.

Negotiations are presently being conducted to revise GATT. Only
the organizational provisions of the revised GATT are to be submitted
to Congress. This means that Congress will be permitted to act on
only that part of the new agreement which corresponds to the old
ITO organizational provisions.

The important substantive regulations of our international trade
are not to be submitted to Congress. Included in the regulations
which Congress apparently will not see until after H. R. 1 is passed
are:

(1) Restrictions on the use of agricultural import quotas;
(2) Restrictions on the right oY Congress to set up future two-

price agricultural programs for such commodities as rice, wheat, and
dairy products;

(3) Restrictions on future quality and sanitary standards; and
(4) Customs simplification.
Congress is being asked to commit itself and the United States,

through the enactment of H. R. 1 in its present form, to all of these
important and far-reaching regulations of our international trade,
without holding any hearings on the revised agreement itself and
without even knowing in advance the terms of its provisions.

The significance of this provision of H. R. 1 is appalling when you
consider that Congress has steadfastly and consistently refused to
recognize or approve the original GATT-the terms of which it does
know-and that the ITO Charter containing the same substantive
provisions as GATT was killed by Congress.

We do not believe that Congress should approve directly or by
implication the revised GATT until its terms are known nor until

hearings have been held to explore its effect upon the American people
and the American economy.

We recommend therefor that H. R. 1 be amended to take out of
section 3 the authorization to enter into GATT-type trade agreements.

The CHAIRMAN. Is that before the Foreign Relations Committee?
Mr. NORTON. I beg your pardon?
The CHAIRMAN. Is the GATT business before the Foreign Rela-

tions Committee now, do you know?
Mr. NORTON. They just finished an organizational meeting of GATT

in Geneva on October 28.
The CHAIRMAN. Has it come before any committee of the Congress,

yet?
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Mr. NORTON. No, sir; it has not.
The CHAIRMAN. The chairman has to leave and I will ask Senator

Malone to preside in the place of the chairman.
Senator MALONE. Mr. Chairman, what would be a reasonable

adjournment hour?
The CHAIRMAN. I think that the Senator can determine that.

Frankly, if he wants to ask my advice, I think that if each witness
did not take an hour, it seems to me

Senator MALONE. Well, it could, without any cross examination,
but I am very much interested. For example, right here, I am in-
terested in the information that this witness has on this reorganiza-
tion of GATT and I think it is necessary to bring that out on cross-
examination.

The CHAIRMAN. Yes; but there is much which has been gone over
and I say with justifiable frankness, if we take an hour or more with
each witness, these hearings are going late into the evenings. I do
think that the GATT matter is extremely important, I agree with
the Senator on that.

Senator MALONE. Well, we are going to have some more witnesses,
but this is very important.

The CHAIRMAN. Well, I regret the chairman is compelled to leave.
I will ask the Senator to take the chair.

Senator MALONE. Well, I was here until 8: 30 last night, and I can
do that again tonight, if it is the wish of the chairman, and we can go
on unless there are some witnesses who have to catch a train or a
plane.

The CHAIRMAN. You can proceed as long as you wish. The chair-
man is forced to leave.

Senator MALONE. There are four other Witnesses scheduled. If
we can make arrangements with these witnesses to come back and if
that would meet with your approval-

Mr. NORTON. Senator, I would not mind winding mine up very
quickly if I might put the statement into the record and just read the
last paragraph.

Senator MALONE. 1 would like very much to learn something about
this situation. Now, Mr. Chairman, I will be very happy to do
this if I am to judge when to recess-

The CHAIRMAN. I think that it is proper for you to be the judge.
Of course, whether these gentlemen remain is a matter entirely up
to them-

Senator MALONE. I am happy to do it, of course, as you know.
The CHAIRMAN. I thank you very much for taking over the chair.
Senator MALONE. Mr. Norton, while you are on the subject, I

noted that you had some notes and considerable data on this reorgani-
zation and if you could throw a little light on just what theyhave
done, I would like to have it.

Mr. NORTON. I wish we could, Senator, but our news release which
was issued March 7, states that the final communication on the
results of the review session will be issued and made public March 22.

So, here we are talking about extending an act which involves
this, but we are not going to know what the implication involved in
the reorganization is until March 22.

Senator MALONE. Well, I could say to you, Mr. Norton, that is not
an unusual situation.
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Mr. NORTON. No, that is correct.
Senator MALONE. When you are dealing with such organizations,

is it?
Mr. NORTON. No, sir.
Senator MALONE. Now, we are interested in the idea of getting

it on the Senate floor, and no doubt they have an idea that it would
be passed before March 22.

Mr. NORTON. I think that is probably right.
Senator MALONE. And probably, if it is not, and all the information

is available to the Senate, it will deny it, just like it did the Inter-
national Trade Organization. a

Of course, I feel that if the American people had any idea just what
Congress is doing and the effect of it and the import of it, that they
would move in on Washington, they would not even wait for an
election, I think that is about what would happen, that we would
have another Coxie's army that would be twice as dangerous.

But, what is this information you have?
Mr. NORTON. It is a release, and I will submit it for the record, if

you like. It is a regular service that we get.
Senator MALONE. What does it say, just the purport of it, Mr.

Norton?
Mr. NORTON. I will read it:
The Department of State today announced that the ninth session of the con-

tracting parties to the General Agreement on Tariffs and Trade, which convened
in Geneva on October 28, 1954, closed today. Representatives of the contracting
parties completed the review of the general agreement, which began on November
8, and the drafting of:

(1) An agreement establishing an organization for trade cooperation to admin-
ister the General Agreement on Tariffs and Trade and to facilitate consultation
and study of matters relating to international trade;

(2) Amendments of the trade rules contained in the general agreement;
(3) Technical amendments of the general agreement to give effect to the trans-

fer of its organizational provisions to the proposed new organization for trade
cooperation; and

(4) A declaration extending from June 30, 1955, to January 1, 1958, the firm
life of the tariff concessions previously negotiated by the contracting parties
which are an integral part of the general agreement.

The text of the agreement on the Organization for Trade Cooperation and the
texts of other documents will be authenticated and will be open in Geneva for
signature by governments. Within a few days the Department will issue a report
on the business conducted in the course of the ninth session other than the review
of the GATT. A final communique on results of the review session will be issued
and texts made public on March 22, 1955.

The General Agreement on Tariffs and Trade is the principal instrument
through which the United States has carried out the provisions and purposes of
the Trade Agreements Act. It is a multilateral trade agreement among 34 na-
tions, including practically all major trading countries, accounting for approxi-
mately 80 percent of world trade. Negotiations looking toward the accession of
Japan to the GATT are now underway.

United States participation in the review session of the contracting parties
to the GATT afforded opportunity to carry out the recommendation of the Presi-
dent's Commission on Foreign Economic Policy that the organizational provisions
of the GATT be renegotiated with a view to providing an organization to sponsor
multilateral trade negotiations, to recommend broad trade policies, and to pro-
vide a forum for consultation regarding trade matters, and that the organiza-
tional provisions so renegotiated be submitted to the Congress for approval. In
his message to Congress on foreign economic policy of March 30, 1954, President
Eisenhower signified his intention to act promptly on these recommendations
and to seek to negotiate certain revisions of the trade rules of the general agree-
ment to provide a simpler and stronger instrument.

The decision was made by the contracting parties in October 1953 to convene
a session in the fall of 1954, "to review the operation of the general agreement
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upon the basis of experience gained since It has been in provisional operation,
and in the light of this review to examine to what extent it would be desirable to
amend or supplement existing provisions of the agreement and what modifica-
tions should be made in arrangements for its administration."

Senator MALONE. What is that dispatch, what paper?
Mr. NORTON. This is a dispatch from the Department of State.

You may have it if you like.
Senator MALONE. Well, up to now, almost all of these regulations

and GATT organizations have just amounted to what we might call-
a corral, do they not?

Mr. NORTON. Well, again, they are only asking that the organiza-
tional provisions of GATT be sent up to Congress for review. They
do not talk about the real meat of the coconut, which, is, of course,
the provisions which affect our international trade, and those are
the things that we would like for Congress to review.

Senator MALONE. Is not that the corral?
Mr. NORTON. That is right.
Senator MALONE. And those others have been just leading up to

that?
Mr. NORTON. That is right, but the thing you folks will have

brought up before you-is the document which says, "Now, we are
going to have a secretary and we are going to rotate it and we are
going to meet in Geneva or we are going to meet in Washington and
we are going to decide matters affecting 34 or 44 nations"-but it is
another thing to bring before you a contracting instrument that
says, "This is what is going to bind our country"--those they have no
intention, we don't believe, of bringing here.

Senator MALONE. Well, would not commonsense bring you to the
conclusion that there is only one objective, and that is to divide the
markets of the United States of America among the nations of the
world?

Mr. NORTON. Yes, sir.
Senator MALONE. On the basis of population, entitlement for con-

sumption, as someone phrased it-you have heard of that before?
Mr. NORTON. Yes, sir.
Senator MALONE. What do you believe about it or what do you think

it is for?
Mr. NORTON. Well, it could be for that. However, if it is for

that-
Senator MALONE. For what?
Mr. NORTON. For the division of markets for world trade-and I

speak only for the agricultural field, I do not know anything about
Senator MALONE. Well, there are other markets besides the agri-

cultural.
Mr. NORTON. Absolutely.
Senator MALONE. Well, would you not believe that would be the

conclusion-that perhaps one of the weaknesses of the witnesses
before this committee for 21 years, on the occasions when this act was
up for extension, was that everyone came in standing on his own
basis and did not understand the general effect on the economy of the
country and maybe they are working one against the other, seeking
special action, and so on.

Mr. NORTON. Oh, well
Senator MALONE. That is the way you have been handling it.
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Mr. NORTON. That is right.
Senator MALONE. And you finally go into the corral with the rest

of them?
Mr. NORTON. We are trying not to.
Senator MALONE. Maybe you have a lead cow.
Mr. NORTON. There is no bell on the lead cow trying to lead us into

this corral.
Senator MALONE. Well, who is trying to stay away from that?
Mr. NORTON. The dairy farmers are.
Senator MALONE. I think you have made a very good witness here

but I do not think you have gotten into it quite deeply enough to show
the Senators and the Congressmen the real destruction that can be
wrought by such an organization.

In other words, if it ever comes before the Congress, or does not
come before Congress extends this act, you still have the basis for all
of these GATT-type organizations. They come in like the December
revolution, creating within the United Nations a world-trade organi-
zation.

Now, we know what they intend to do, and that is to divide the
markets of this Nation with the nations of the world, that is the only
objective there can be; is it not?

Mr. NORTON. That is right.
Senator MALONE. That is right?
Mr. NORTON. Yes.
Senator MALONE. Well, have we not yet learned how to keep out of

the sucker gate'?
Mr. NoRoN. Apparently not.
Senator MALONE. Now, you are talking before one of the strongest

and most important committees in all of the Congress?
Mr. NORTON. Yes, sir.
Senator MALONE. And the fact that you have to come here and ex-

plain it ought to have some significance.
Of course, I have been screaming about it, but I think that maybe

you have gotten a little closer to the subject today. You suggest the
test operation and how they are prepared to spring the trap, better

than I have, because I have not made any additional study since last
Monday, the 7th of March. This State Department release was issued
last Sunday, a week ago. Up to that time I read about everything on
it. If the people of this Nation, from the steel producers to the dairy
farmers, out there in the States and the economic areas that they
have built up economically through their ambition and work and the
sweat and everything that goes with it, really understood what is
taking place what do you think they would do ?

Mr. No~roN. I believe that they would react as you have described
earlier.

Senator MALONE. You mean move on Washington?
Mr. NORTON. Yes, sir.
Senator MALONE. Well, how are we going to wake them up? Have

you any idea? I would like to know.
Mr. NORTON. Well, we have a great deal of concern. We have a

great deal of concern among our people-this, Senator, is really one
of the hottest issues, if you may call it that-
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Senator MALONE. Do you get any reaction?
Mr. NORTON. Of our dairy people.
Senator MALONE. Do you get any reaction from any Congressmen

or Senators?
Mr. NORTON. Yes, there were-2 or 3 years back, section 104 was

enacted, which contravened all the existing legislation in the Trade
Agreements Act; that was a direct rebellion, at least of a type, by
the dairy producers, and of course the Congress in its wisdom felt
that section 104 of the Defense Act was the proper stand to take.

Senator MALONE. You are aware that there has been a suit filed
against the Secretary of the Treasury by a glass company in West
Virginia questioning the constitutionality of this entire procedure?

Mr. NORTON. We have that in our statement, and it was on the basis
of that suit that we inserted that constitutional question in the state-
ment. Yes, sir, I am aware of that.

Senator MALONE. You are also aware that all of your companies
that you represent here can file as friends of the court?

Mr. NORTON. Yes, sir.
Senator MALONE. To get this matter tried out, to see just how

far you can transfer legislative authority to the Executive, as a matter
of fact, constitutional legislative authority.

Has your organization done anything about it?
Mr. NORTON. We have discussed it; yes, sir.
Senator MALONE. When was the suit filed?
Mr. NORTON. About a week ago.
Senator MALONE. This just scares me to death-this is the reason

I am in the Senate, for this particular thing, you might say, alone.
I think it is destroying the United States of America and doing it

in such a subtle way and under the guise of war and preparation for
war and various other things, and to keep debts piling up and keep
these contracts being given out and so on, so that finally we all become
absolutely dependent on some joker in Washington for our very
existence.

We have gotten away entirely from principle; there is no principle
left in any of the things that we do; there is no principle about it.

The first abandonment of principle was in the Trade Agreements
Act; there is no principle attached in the Trade Act-do you believe
there is?

Mr. NORTON. No, sir.
Senator MALONE. No rhyme or reason?
Mr. NORTON. No. Of course, H. R. 1, as originally proposed, we

thought, circumvented everything.
Senator MALONE. Well, I am going to ask you a direct question.
Is not the 1934 Trade Agreements Act, regardless of any amend-

ments whatever, as long as it is in the hands of the Executive and,
of course, the State Department through its power over foreign af-
fairs, is that not the basis of the organization, or GATT ?

Mr. NORTON. That is right.
Senator MALONE. The Assembly of the United Nations?
Mr. NORTON. Yes, sir.
Senator MALONE. And the ITO, and everyone of those trick organ-

izations; is that not the basis of it?
Mr. NORTON. That is the basis of it; yes, sir.
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Senator MALONE. Well, then, if you do not extend it, they all fall of
their own weight; do they not?

Mr. NORTON. It would seem so; yes, sir.
Senator MALONE. And, of course, the President would have to be

prevailed upon after serving notice on the countries with which those
trade agreements have been made, to cancel those agreements. In my
opinion, knowing the President as I do. once he realizes the full im-
port of the agreements and what GATT might do and all of these
other trick organizations waiting for the sucker to sit down at the gate
and then close the gate, I do not think it would take very long to get
him to serve such notice and then everything goes back to the Tariff
Commission on the principle laid down by Coiig'ess, so that you anid
no one else need worry about the objective of Congress. The only
principle upon which the Tariff Commission could operate in deter-
mining what the duties should be, would be that of fair and reasonable
competition, is that it?

Mr. NORTON. We need one step further than that.
Senator MALONE. What is it?
Mr. NORTON. We feel, or at least I feel, that even though we had

the competitive-price situation involved in this, that we would need in
addition, quantitative-import limitation.

Senator MALONE. Well-
Mr. NORTON. Which we could get through the Tariff Commission.
Senator MALONE. Well, of course.
Mr. NORTON. That is right.
Senator MALONE. Everything is in there.
Mr. NORTON. That is right. Now, we had the right to appear before

them and they are responsible to Congress and we feel that is correct.
Senator MALONE. Under the 1930 Tariff Act they are responsible

directly to Congress.
Mr. NORTON. Yes, sir.
Senator MALONE. And the Congress has laid down the principles

upon which they operate. Now, if they depart from the principle,
they could be before a committee any time.

Mr. NORTON. Yes, sir.
Senator MALONE. Then it is up to Congress, whatever they do.
Mr. NORTON. That is right.
Senator MALONE. As long as they want to carry on, on a special piece

of legislation under majority rule.
Mr. NORTON. That is right.
Senator MALONE. Which has nothing to do with GATT or NATO

and nothing to do with the Assembly of the United Nations, nothing to
do with trade organizations, nothing to do with materials confer-
ences-in other words, we need fear no foreign nation.

Mr. NORTON. That is correct.
Senator MALONE. Well, can there be any other idea or conclusion

drawn other than that they are intending to remake the industrial map
of the country through lower duties on one product, and then come in
and destroy a part of the industry and try to improve the position of
another industry-

Mr. NORTON. That is right.
Senator MALONE. Could there be any other conclusion?
Mr. NORTON. None; none.
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Senator MALONE. Even in a city where commonsense is probably
the scarcest thing on earth, it is hard to come to any other conclusion,
is it not?

Mr. NORTON. That is right.
Senator MALONE. And there is less here than any place I have ever

been in.
Now, if it is the objective of all of these organizations, even the

trade agreements themselves, how can the little neighborhood sections
of the economy that have grown up without anyone knowing that
they were there because they competed in their own particular local
markets, how can they stay? They will pass out of the picture. But
the producer in these areas knows, or at least he did know prior to
the Trade Agreement Act that he had protection against imports
from a. country with a lower standard of living and lower wages and
that he was only competing with his own people who were paying
approximately the same wages and taxes, did he not?

Mr. NORTON. That is right.
Senator MALONE. Is that all he needed to know, just like the rules

of a football game?
Mr. NORTON. That is right.
Senator MALONE. And that is all you want?
Mr. NORTON. That is all we want.
Senator MALONE. And if you can get any special legislation that

you think your industry might need and Congress sees fit to pass it,
that is the business of Congress and your organization, is it not.

Mr. NORTON. That is right.
Senator MALONE. Well, I think that you have made a good witness

and I appreciate it very much and I personally would appreciate
if you learn a little more about that situation and I would be very
happy to know about it.

Mr. NORTON. I will be very happy to give it to you.
Senator MALONE. Thank you.
Mr. NORTON. Mr. Chairman, may I have the balance of the state-

ment in the record?
Senator MALONE. Yes.
Mr. NORTON. H. R. 1 raises a constitutional question. Unless H. R.

1 is amended in the above respect, its constitutionality will be in
doubt.

The power to regulate international trade is vested in Congress.
A broad delegation of this power without adequate standards and
safeguards would be unconstitutional.

The only standards in H. R. 1 apply to reductions in tariff rates.
No standards are provided respecting import quotas, export restric-
tions, national security, customs simplification, nor any of the other
matters relating to the regulation of our international trade. The
broad delegation of power with respect to these items without ade-
quate standards for their exercise and without adequate safeguards
would, we believe, raise a serious constitutional question.

Our statement before the House Ways and Means Committee further
develops our position on the approval of GATT by H. R. 1. In
accordance with the request of the committee, I will merely refer to
that statement and not repeat those arguments here.

Suggestions have been made that the findings of the Tariff Com-
mission under the peril-point and escape-clause provisions of the
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Trade Agreements Extension Act of 1951 should be accepted as final
unless they are set aside by Congress.

It seems to us that the findings of the Tariff Commission under
the peril-point provision should be binding on the Presiden t and that
no reductions of tariffs should be made below the peril point unless
Congress itself appproves the reduction.

When tariffs are reduced below the peril point, a deliberate and
planned injury to some segment of the American economy is contem-
plated. Such an injury should not be made unless other factors far
outweigh the harm to be done. Congress itself should be the judge
of that. The Constitution so provides. It is one thing for Congress
to delegate the power to reduce tariffs where injury will not result.
It is quite another thing to delegate to the President the power to dis-
locate important segments of American industry.

The same reasoning is applicable to escape-clause actions. The
findings and recommendations of the Tariff Commission in such mat-
ters should be final unless reversed by Congress itself.

This is not a matter of distrusting the President. It is simply that
Congress is more responsive to, and more clearly reflects, the will of
the American people. The framers of our Constitution recognized
this fact when they wisely retained for the people the right to have
Congress and not the President make these important decisions con-
cerning international trade.

Senator MALONE. Thank you very much.

STATEMENT OF OTIS M. REED, NATIONAL CREAMERY ASSOCIATION,
AMERICAN BUTTER INSTITUTE, INC., AND DAIRY INDUSTRY
COMMITTEE, ACCOMPANIED BY JOHN B. BRECKINRIDGE, COUNSEL

Mr. REED. Mr. Chairman, my name is Otis M. Reed, and I am
Washington representative of the Joint Committee of the National
Creameries Association and the American Butter Institute.

At this point, Mr. Chairman, I also want to specify that I am speak-
ing for Dr. E. W. Gaumnitz, executive secretary, National Cheese
Institute, Inc.; and Mr. Robert J. Remaley, American Dry Milk
Institute, who are scheduled to follow me but who, in order to conserve
the time of the committee have consolidated their testimony and I
shall give it for them.

I am also speaking for the Dairy Industry Committee which, in
addition to ourselves, is composed of the National Cheese Institute,
the American Dry Milk Institute, the Evaporated Milk Association,
the Milk Industry Foundation, and the International Association of
Ice Cream Manufacturers.

My offices are at 1107 Nineteenth Street NW, Washington.
The National Creameries Association is composed of some 950 diary

processing plants, both cooperative and private, located in the States
of Wisconsin, Minnesota, North and South Dakota, Iowa, Kansas,
and Nebraska. The American Butter Institute is composed of proc-
essors, both cooperative and private, with membership in 43 States.
Taken together, these two associations process and distribute most
of the creamery butter produced in the United States.

It is my understanding, Mr. Chairman, that the statements pre-
sented by witnesses before the House Ways and Means Committee
in the hearing on H. R. 1 have been made available to this committee
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in summary form. In view of this, I will not repeat any of the facts
and statistics given in my statement before the House Ways and Means
Committee, which appears at pages 2268 to 2283 of the printed
hearings.

If the Congress extends the Reciprocal Trade Agreements Act,
we have several recommendations.

Senator MALONE. First, I would just like to ask you, if you would
make yourself clear, do you want this act extended or would you
rather it not be extended?

Mr. REED. We would rather it not be extended.
Senator MALONE. You are against extension but if you have to take

it you want something with it to help swallow it?
Mr. REED. We want these safeguards, yes, sir.
The first recommendation we have is that the language in subpara-

graph A of section 3 (a) following the word "foregoing" on page 3,
line 4, through the word "States," on line 7, be maintained in the act.
This language reads as follows:

Provided, That no such provision shall be given effect in the United States in
a manner inconsistent with existing legislation of the United States:
At this point, I want to digress from my written statement and state
that we are unequivocally in support of Mr. Norton's statement.

Senator MALONE. "Existing legislation" means existing at the time
of the agreement?

Mr. REED. That is correct.
Senator MALONE. How about legislation Congress might want to

pass subsequent to that time?
Mr. REED. We think you would be estopped from passing such legis-

lation.
Senator MALONE. Under your amendment?
Mr. REED. Yes.
Senator MALONE. Why do you advocate it?
Mr. REED. What we would like-I might be quite frank about it-

is that before-
Senator MALONE. That is what I would like you to be. If I thought

you were trying to fool the committee, I wouldn't be here at going
on 7 o'clock.

Mr. REED. This is tricky language, sir.
Senator MALONE. You tell us what is tricky about it and why we

should permit ourselves to be caught with an agreement, that
thereafter the Congress couldn't legislate.

Mr. REED. We should take out the word "existing."
Senator MALONE. You put that in, did you not?
Mr. REED. No, sir.
Senator MALONE. I thought this was your suggestion.
Mr. REED. No, this is the language that is currently in H. R. 1 as

it passed the House.
Senator MALONE. How would you write it?
Mr. REED. We would take out that word "existing," and say-

Provided, That no such provision shall be given effect in the United States in a
manner inconsistent with legislation of the United States.

Senator MALONE. Why don't ou go a little further: "with any fu-
ture legislation of the United States"?

Mr. REED. I would be perfectly willing to do that.

590



TRADE AGREEMENTS EXTENSION

Senator MAONE. Why don't you make that suggestion?
Mr. REED. I would make that suggestion, sir.
Senator MALONE. Someone might assume the word "existing," the

way it would be, there, even if it were deleted.
Now how would you have it read?
Mr. REED. I believe if you take out the word "existing," sir, that

you have it covered.
Senator MALONE. Let's read it:

Provided, That no such provision shall be given effect in the United States in
a manner inconsistent with legislation of the United States.

Now when you make a contract under legislation with another party,
under legislation of the United States, that contract is binding, isn't
it, and future legislation wouldn't be retroactive, would it?

Mr. REED. I would think the contract would be binding only insofar
as it would not contravene any legislation which we have now or which
the Congress might enact.

Senator MALONE. I might ask Mr. Breckenridge, if you were to
read this, if you were to meet this in a contract with some individual,
wouldn't you think that it would be legislation of the United States
then existing?

Mr. BRECKENRIDGE. If any contract is subject to legislation of the
United States, and a trade agreement would be subject to legislation,
and if this says, "not contrary to legislation of the United States,"
I think it would automatically mean legislation in the future.

Senator MALONE. Why do we have to leave it so it would have to be
interpreted in some way? Why wouldn't you just think of some word
now that would clear it up instead of going through all that business,
later?

Mr. BRECKENRIDGE. Well, I believe that would be clear enough but
if the committee wanted to make it completely clear, they could say,
"Any existing or future legislation of the United States."

Senator MALONE. It might be an innovation for Congress to make
it completely clear, but don't you think we ought to?

Mr. BRECKENRIDGE. Yes, sir.
Mr. REED. We would be in favor of inserting the words "or future

legislation." It would then read-
Provided, That no such provision shall be given effect in the United States in a

manner inconsistent with existing or future legislation of the United States.

That certainly should be clear.
This provision is quite necessary in order that any authority granted

under H. R. 1 not be used to circumvent or to modify by administra-
tive action thereunder, laws of the Congress of the United States.
The organizations which I represent, while interested in all features
of the reciprocal-trade-agreements program, are nevertheless most
interested in import-control regulations proclaimed or authorized
under section 22 of the-

Senator MALONE. I am always interested in anyone who continually
uses "reciprocal trade." Where did you pick up the phrase?

Mr. REED. I don't know. It has been used so much in common ref-
erence--"reciprocal trade agreements," and so forth.

Senator MALONE. It is in all the special writers' language and in
releases from the Department of State and on the radio and television,
but did you ever read the act?
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Mr. REED. Yes, sir.
Senator MALONE. Do you find it?
Mr. REED. I don't think there is too much from what I have seen

of it that is "reciprocal."
Senator MALONE. It is not used in the title nor in the body of the

act and as a matter of fact, the term was invented by the London
bankers in 1934 to sell free trade to just such people as you who come
in honestly and try to build a business and complain when you are
hurt.

Now we have "Trade, not aid." Mr. Butler, the Chancellor of the
Exchequer, invented that, but I just happened to be here and I pinned
that one on him in 1952 right quick. "The dollar shortage" was in-
vented in the same place. They have had us mouthing these phrases
for 22 long years, and jumping from one tree to the other, trying
to prevent our business from being destroyed by them. Do you agree
with that?

Mr. REED. Yes, sir; I do.
Senator MALONE. Go ahead.
Mr. REED. It is our considered opinion that quantitative restrictions

upon the imports of butter, cheese, and other dairy products are abso-
lutely necessary under existing conditions whereby our prices are
being maintained considerably aove world prices by our price-support
program.

Senator MALONE. Could you maintain those prices with a tariff,
with your costs of production under section 336 of the Tariff Act, the
difference in cost of production? That is what you are now getting
apparently, isn't it?

Mr. REED. We are getting 75 percent of parity, sir. The price-
support program is for manufactured milk and butterfat, supposed
to return to the producer 75 percent for the butterfat he sells in cream-
of parity, that is-and 75 percent of the parity price for manufactur-
ing milk. Even so, the price of butter in major foreign exporting
countries, such as New Zealand, is so low relative to our price-support
level that butter could be brought into this country, all costs and duties
paid, at 7 cents under our price support. And remember our price
support is 75 percent of parity.

Senator MALONE. You are talking now about your present duty,
are you not?

Mr. REED. That's right.
Senator MALONE. Wasn't that duty cut under a trade agreement?
Mr. REED. Well, the cut in price support-is that what you mean?
Senator MALONE. No, the cut in tariff. Wasn't there a cut in the

tariff on butter?
Mr. REED. The tariff on butter has been cut, yes. It is now 7 cents

per pound on the first 60 million pounds imported, but even with that
tariff New Zealand can ship butter here, pay all the cost, pay that
tariff, and still have an advantage of 7 cents on our markets.

Senator MALONE. Do you know what tariff section 336 of the Tariff
Act says?

Mr. REED. As I recall-and my legal counsel can check me if I am
wrong-it provides that tariffs as set in the act of 1930 may be
modified upon-

Senator MALONE. I'm talking about the 1930 Tariff Act; section 336.
What does it provide?
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Mr. REED. I think, sir, that is the provision of the law which pro-
vides for modification of tariffs up or down, depending upon a finding
of the Tariff Commission as to the costs of production in our country
and in foreign countries.

Senator MALONE. That is the principle laid down by Congress, isn't
it, and in your testimony the foreign country would be New Zealand?

Mr. REED. New Zealand, Australia, Denmark
Senator MALONE. If the tariff was set on that basis, what would

you have to fear?
Mr. REED. You wouldn't have very much to fear, I don't think, ex-

cept for one thing: We have programs in this country designed to en-
courage the receipt of prices by producers of parity levels in the
market place. Now, your parity prices might be divergent from the
findings of actual costs of production that the Tariff Commission
might make.

Senator MALONE. You are paid up to the 75 percent, aren't you?
Mr. REED. That's right.
Senator MALONE. That would only be needed for your domestic

competition. In other words, if you produced more butter than you
needed in the United States you still get the 75 percent parity from
the Government.

Mr. REED. That is what we are getting now; yes.
Senator MALONE. But you need fear no outside competition, if you

had that difference in cost, due to the difference in cost of production
here and in New Zealand, if that is in fact the chief competitive nation.

Mr. REED. I can't answer your question directly, because I don't
know what the costs of production are in New Zealand, nor do I know
the actual average costs of production in the United States, but under
current production and marketing conditions, and as they have existed
for a number of years, New Zealand, Australia, Denmark, and the
Netherlands could import butter into this country at prices mate-
rially below the prices which our Government was setting as a matter
of policy. For some years that was 90 percent of parity. Last year
they dropped us to 75 percent of parity and, even so, our prices are
materially above what butter could be shipped into this country for,
paying all the tariffs that are applicable now.

Senator MALONE. The 7 cents a pound?
Mr. REED. Yes, sir.
At 75 percent of parity-I have just returned from a long field trip

in the States of Wisconsin, Minnesota, and Iowa, and our farmers tell
'us that under 75 percent of parity they are not going to be able to
continue to produce their volume, that they are not making the money
to do it.

Senator MALONE. Let me ask this question in another way, because
I know from the testimony that I have listened to now for a week,
you are so far away from the dog that bit you that you now are turn-
ing further to trick organizations and help from the Government to
try to survive instead of trying to find out what really happened to you
in the first place.

Now, this is what this law said under section 336 of the act. As a
matter of fact it was passed in 1930 and it had no time to be operative.
[Reading:]

The Tariff Commission is authorized to adopt such reasonable procedure, rules,
and regulations as deemed necessary to execute its functions under this section.
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It has been said before that the Commission can hold a hearing on its
own motion or at the request of either House of Congress, the Presi-
dent, or any interested party. If they find today that the tariff set
yesterday is not right they can change it tomorrow. There is no limit.
That is the reason it is flexible. And have a special act of Congress
to carry it out, on a principle of what? On the basis of fair and rea-
sonable competition.

Mr. REED. That's right.
Senator MALONE. So, it says:
The Commission shall report to the President the results of investigations as

found with respect to such differences in cost of production. If the Commission
finds by the investigation that the duties expressly fixed by statute do not
equalize the difference in the cost of production of the domestic article and a
like or similar foreign article when produced in the principal competing country,
the Commission shall specify in its report such increases-

you see there is no such thing as high tariff or low tariff, it is a differ-
ence you are looking for-

Mr. REED. Surely.
Senator MALONE (reading):

the rates of duty expressly fixed by statute including any necessary change of
classification-

they can change the classification-
as it finds necessary to equalize such differences.

If you are operating under this statute and it was carried out, which
it would have to be, then you would not need to fear competition, would
you?

Mr. REED. I think we would still want to maintain section 22, and
strengthen section 22.

Senator MALONE. I have been asked to maintain it and I have no
objection to it, but what I am trying to get from you, you don't
want any more than an even break in business, do you?

Mr. REED. NO.
Senator MALONE. That wouldn't be right to ask?
Mr. REED. No.
Senator MALONE. I want to ask this question, again. I want to be

sure that you understand the import of it: You would not need to fear
foreign invasion of the market if a tariff or duty-flexible-was set on
this basis and continually adjusted, would you?

Mr. REED. I don't think we would have to fear anything along that
line, except for one possibility, sir, and that is, if the Congress as a
matter of congressional policy decided to authorize and operate pro-
grams that might make our prices even higher than that differential,
then in that event we would have to have section 22.

Senator MALONE. In that event you get the money from the Gov-
ernment when your own competition, in this country, produces-when
all of you together produce more butter, we'll say, if that is what's un-
der consideration-than the people of this Nation consume, or even
dispose of. That is when you would need and would have the subsidy
to keep you up to parity. But, you wouldn't need to fear ai import
from a foreign nation, would you, if they had to pay this differential?

Mr. REED. Just so they had to pay the differential. But if, for
example--
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Senator MALONE. Now, if the Government was going to buy their
butter, too, at the support price-which we might be foolish enough
to do, considering the things that we are doing-I wouldn't put it
past us, at all-if we do that then, of course, you would have to come
back to a limitation, but we just refuse to buy the imported butter and
pay the taxpayers' money for it, above the competitive price.

Mr. REED. You put your finger, sir, right on the thing that has had
us scared for so long, regarding this whole matter of section 22.

Senator MALONE. Everybody in the United States is just scared to
death. I have never in my life seen people so frightened as they are
now and have been for several years.

Mr. REED. We have good reason to be scared, I think.
Senator MALONE. Of course you have.
Mr. BRECKENRIDGE. Mr. Chairman, section 336 if properly operated

is designed to protect the American producer, whereas section 22 is
a part of price-support programs and is designed to protect the Gov-
ernment. In other words, if Government creates through a price-
support program conditions which artificially bring in imports which
would not normally come to the United States, that is what section
22 is designed to stop, and it provides for a quantitative quota and not
just a fee. And there you are protecting the Government and the tax-
payer rather than just the producer, so I think even if you had section
336, you would still have to have 22 as a part of a Government price
support program.

Senator MALONE. Well, your point is that there is no way of de-
termining what butter it is, that it might come in and then just mix
up with the rest of the butter, but I rather thought there might be
some way of isolating it when it was imported. If that is not true,
maybe you are right about it, but nevertheless that is a detail anyway,
isn't it, when we are talking about foreign competition?

Mr. BRECKENRIDGE. That's correct, sir. However, in connection
with section 336, I think we should point out that going back to 336
as it is now written in the Tariff Act of 1930, it would not be adequate
because the President still has the final decision under section 336.
The Tariff Commission could find the difference in cost of production
but the President does not have to put it into effect unless he so
desires.

Senator MALONE. Let's see what it says.
Mr. BRECKENGIDGE. If you are going to reply on section 336, there

again the findings of 336 should become effective automatically unless
congress should overrule it. I think the Senator will recall the

case of fluorspar. We had an investigation back in 1933, under
section 336 and the Commission found a difference in the cost of pro-
duction requiring an increase in the tariff but the President didn't do
anything. He didn't even publish the report of the Commission.

Section 336 would have to be made operative through Congress to be
effective.

Senator MALONE. The Commission would have to report to Con-
gress instead of the President. However, the principle would be
rilht.9r, BRECKENRIDGE. The principle would be right.

Senator MALONE. I come back to it-I want to clear up that point-
as far as foreign competition is concerned. If this flexible import duty
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is continuously adjusted on the basis of fair and reasonable competi-
tion, you would not need to fear foreign competition unless there was
this ceiling that was being held above the market price. In that case
you wouldn't fear it anyway because you are getting the additional
price.

Mr. REED. Except it would be so much more expensive to run.
Senator MALONE. That is true, and there may be a point to that,

that you would have to retain the other sections.
Mr. REED. I think that marked expansion in the cost of the price-

support program because of a factor of that nature would probably
lead to very serious public disapproval of the programs and we might
lose our price-support programs.

Senator MALONE. Well, we have before now bought the foreign
product of various commodities but, of course, it is a very important
policy, just as it is a very important policy in my judgment to leave it
to the judgment of one man as to whether or not you are going to trade
one industry for another in this country. Do you understand that the
1934 Trade Agreements Act can only mean one thing-that is my
judgment; I would like to know what your judgment is-and that is
the rearrangement of the industrial map so as to encourage the pro-
duction of one article, to get the money to export another article, or to
buy the exports of another article, isn't that about what it adds up to?

Mr. REED. I think that is approximately correct, sir; yes.
Senator MALONE. Go ahead.
Mr. REED. The language now contained in the proviso noted above,

as amended-and I might interpolate there, as further suggested be
amended, here, by you, sir-will be sufficient to protect the operations
of section 22 and we most assuredly recommend and urge that the
Senate retain this proviso as it was amended by the House.

Second, we hope that the Senate will amend H. R. 1, assuming it
passes H. R. 1, to provide for strengthening section 22 of the Agri--
cultural Adjustment Act as amended.

Senator MALONE. If I understand your testimony, you would prefer
that we not extend the act.

Mr. REED. That's correct.
You may well ask why, since President Eisenhower has invoked the

provisions of section 22, and, since July 1, 1953, quantitative import
restrictions on certain dairy products have been in effect under section
22, we should request this Congres to strengthen section 22. The rea-
sons are simple.

First, section 22 as it is now drafted is discretionary with both the
Secretary of Agriculture and the President. I do not want to imply
that an administrative official should not be given any discretion in the
application of laws, but the discretion they can exercise should be ap-
plied within the framework of a very definite policy or statement of
intent of the Congress.

There is no clear statement of the intent of the Congress as to the
manner in which section 22 shall be applied in section 22 at this time.
Lacking a clear-cut statement of intent, different persons may quite
conscientiously apply this section differently.

Second, even though the Tariff Commission finds the existence of
imports or possibilities of imports that will hamper operations under
our domestic agricultural laws, the President may or may not act on
such facts as he sees fit.
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This situation leads to a great deal of uncertainty on the part of the
dairy industry as to how section 22 will be applied, and the duration of
the controls applied under section 22.

Would it not be better to develop a rule to state clearly the intent
of the Congress in this matter, not only as a guide to administrative
officials, but also to the various agricultural industries that are in-
volved? We believe so, and our suggestion in regard to this phase
of the matter is set forth below.

We recommend to the Senate that H. R. 1 be amended so as to
remove inconsistencies in policy that now exist in the Trade Agree-
ments Act and laws affecting our domestic agriculture, particularly
those pertaining to price support and related programs.

Our domestic agricultural programs are designed to aid farmers in
securing parity prices in the marketplace. Our foreign trade policies
are designed to promote a maximum volume of trade with other
nations.

We submit it is possible to correlate our domestic farm policy goals
and our foreign trade policy goals.

For some years we in the dairy industry have been trying to develop
a revision of section 22 which we think would improve the section
materially and go far toward coordinating our farm policy goals and
our foreign policy goals.

For several years representatives of the dairy farmers and proces-
sors have had to fight the foreign trade battle over each year, with
always a great deal of uncertainty as to the results. We urge the Con-
gress to cure these uncertainties by improving section 22.

We have prepared a proposed amendment to section 22 which
would provide a formula for the application of import controls. This
formula would provide in effect that as long as farm prices are below
parity, imports of agricultural commodities would be limited to the
average for the 5 preceding years.

I have here, Mr. Chairman, a detailed amendment which we have
prepared, which I would like to submit for the record at this point.

Senator MALONE. It will be submitted and appear in the record as
a part of your statement.

Mr. REED. Thank you, sir.
(The amendment referred to follows:)

PROPOSED AMENDMENT OF SECTION 22 OP THE AGRICULTURAL ADJUSTMENT ACT,
AS DEVELOPED BY THE DIC SUBCOMMITTEE ON IMPORT CONTROL

"SEc. 22. (a) It is the policy and the intent of the Congress that, notwithstand-
ing the provisions of any other law and operations thereunder, imports of agri-
cultural commodities or products thereof shall be controlled through import fees
or quantitative limitations, to the extent necessary (i) to achieve the purposes
of titles I, II, and III of the Agricultural Act of 1949, or the Soil Conservation
and Domestic Allotment Act, as amended, or section 32, Public Law 320-74th
Congress, approved August 24, 1935, as amended, or the Agricultural Marketing
Agreement Act of 1937, as amended, or any loan, purchase, or other program or
operation undertaken by the Department of Agriculture or any agency op-
erating under its direction, and authorized by the laws enumerated in this
paragraph (a), or (ii) prevent any substantial reduction in the amount of
any produce processed in the United States from any agricultural commodity
or product thereof with respect to which any such program or operation is being
undertaken. In no event shall imports of any agricultural commodity or product
thereof be permitted to exceed, during the marketing year for which a program
to support prices to producers directly, or indirectly is in effect under any of
the laws enumerated herein, average annual imports of such commodity or
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product thereof during the five-year period immediately preceding the current
program year, unless and until the United States farm price of such commodity
or product, except for milk and butterfat and the products thereof, in which
case the United States farm price of butterfat shall govern, reaches (a) parity
prices as seasonally adjusted for such commodity or product and remains at
such level for three consecutive calendar months, or (b) such higher levels
as the Secretary may determine pursuant to section 402 of the Agricultural
Act of 1949: Provided, however, That the volume restrictions set forth herein
shall apply during any period when farm prices are below parity: Provided fur-
ther, That the Secretary of Agriculture is authorized to impose such additional
quantitative limitations of imports as the Secretary may find necessary, during
the operation of any price support program for any agricultural commodity, to
minimize the cost of such purchases, or losses that would be incurred in the dis-
position of any commodity in Government inventory: And provided further, That
the procedure set forth in paragraphs (b), (c), and (d) hereof shall be appli-
cable to the establishment of import fees, but shall not be applicable to quantita-
tive limitations except in case the Secretary deems it necessary to limit imports
to levels below the level established pursuant to this paragraph (a).

(b) Whenever the Secretary of Agriculture deems it necessary to apply import
fees, or quantitative limitations designed to limit imports to lower levels than
those authorized in paragraph (a) of this section, he shall so advise the Presi-
dent, and, if the President agrees that there is reason for such belief, the Presi-
dent shall cause an immediate investigation to be made by the United States
Tariff Commission, which shall give precedence to investigations under this sec-
tion to determine such facts. Such investigation shall be made after due notice
and opportunity for hearing to interested parties, and shall be conducted sub-
ject to such regulations as the President shall specify.

(c) If, on the basis of such investigation and report to him of findings and
recommendations made in connection therewith, the President finds the existence
of such facts, he shall by proclamation impose such fees not in excess of 50 per
centum ad valorem or such quantitative limitations on any article or articles
which may be entered, or withdrawn from warehouse, for consumption as he
finds and declares shown by such investigation to be necessary in order that the
entry of such article or articles will not render or tend to render ineffective, or
materially interfere with, any program or operation referred to in subsection (a)
of this section, or reduce substantially the amount of any product processed in
the United States from any such agricultural commodity or product thereof
with respect to which any such program or operation is being undertaken:
Provided, That no proclamation under this section shall impose any limitation
on the total quantity of any article or articles which may be entered, or with-
drawn from warehouse, for consumption which reduces such permissible total
quantity to proportionately less than 50 per centum of the total quantity of such
article or articles which was entered, or withdrawn from warehouse, for con-
sumption during a representative period as determined by the President: And
provided further, That in designating any article or articles, the President may
describe them by physical qualities, value, use, or upon such other basis as he
shall determine.

(d) The fees and limitations imposed by the President by proclamation under
this section and any revocation, suspension, or modification thereof, shall become
effective on such date as shall be therein specified, and such fees shall be treated
for administrative purposes and for the purposes of section 32 of Public Law 320,
Seventy-fourth Congress, approved August 24, 1935, as amended, as duties imposed
by the Tariff Act of 1930, but such fees shall not be considered as duties for the
purpose of granting any preferential concession under any international obliga-
tion of the United States.

(e) After investigation, report, finding, and declaration in the manner pro-
vided in the case of a proclamation issued pursuant to subsection (b) of this
section, any proclamation or provision of such proclamation may be suspended
or terminated by the President whenever he finds and proclaims that the circum-
stances requiring the proclamation or provision thereof no longer exist or may
be modified by the President whenever he finds and proclaims that changed
circumstances require such modification to carry out the purposes of this section.

(f) Any decision of the President as to facts under this section shall be final.
(g) No trade agreement or other international agreement heretofore or here-

after entered into by the United States shall be applied in a manner Inconsistent
with the requirements of this section.
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Mr. REED. The application of this formula would be automatic and
accordingly would express the will of the Congress as to how import
controls and price support programs are to be correlated, policywise.

As we view it the proposed amendment to section 22 would clear up
the inconsistencies between the policies of the Congress with refer-
ence to agricultural prices in this country as exemplified by our many
agricultural laws, and the policy of the Congress regarding foreign
trade, Heretofore, interest in the farm programs has been to improve
and maintain the price to farmers whereas the pressures under the
Trade Agreements Act as it has been administered, have been to reduce
tariffs and increase imports tending to reduce American farm prices
to the world price level.

I would like to state as an aside, Mr. Chairman, that I am not
bringing up a boogerman, here. I have spent some time in the Gov-
ernment service in the Department of Agriculture and I know that
we continually came up against it, the inconsistency in the policies in
in the two acts and if you could straighten that out, I think both acts
would be administered much more in line with the intent of the
Congress.

Senator MALONE. Also, when there is any disparity to come up
against the policies of the I)epartment of Agriculture, do you not?

Mr. REED. Yes.
It is submitted that our proposed amendment resolves this incon-

sistency in policy. It would permit average import and thereby main-
tain the average pattern of foreign trade when our domestic farm
prices are below parity. When our prices are above parity, no im-
port controls would be authorized under section 22 and the maximum
volume of imports consistent with our farm policy would be
encouraged.

Other witnesses will offer testimony in favor of strengthening the
escape-clause provision of the act-and that has been offered-and a
provision to avoid any congressional approval of the general regula-
tory provisions of the General Agreement on Tariffs and Trade com-
parable to the provision which this committee has included in all ex-
tensions for the past several years. We fully endorse such testimony.

My statement ends at that point, but I wish to submit a recommen-
dation for the committee.

Senator MALONE. As I understand it, you are just against the Gen-
eral Agreement on Tariffs and Trade?

Mr. REED. We are against that, too; yes, sir.
Senator MALONE. I would go a step further, then, and ask you if

you oppose any international regulation of foreign trade, or the domes-
tic production of the United States?

Mr. REED. Sir, we have followed the principle for years, in our argu-
ments that we have made before committees of the Congress, that as a
matter of principle, the Congress of the United States should control
the tariff structure, and that in this operation, the Congress should
use the Tariff Commission, that that should not be-

Senator MALONE. As an agent of Congress.
Mr. REED. Yes, sir, as an agent of Congress, that that should not

be an agent or subject to the will of the executive branch, but to the
Congress.

Senator MALONE. You have read the Constitution of the United
States, haven't you?
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Mr. REED. We have stuck with that principle for years and we still
stay with it, sir.

Senator MALONE. You are staying with the Constitution of the
United States?

Mr. REED. Yes, sir.
Senator MALLONE. That is an unusual procedure in Washington.

Do you feel isolated?
Mr. REED. Sometimes, yes, sir. I know a large number of my col-

leagues in the agricultural field feel exactly the same way. They feel
Congress should reserve its authority over foreign trade.

Senator MALONE. I have been distressed, today especially, and for
the last 2 days, with men like you coming in representing an industry
vital to this country-and they are all vital to this country, however
small or however large, they are a part of the economy of this Nation,
and the reason we are great is because we have protected them all our
lives-and they have started out by saying that "We would like
amendments" because they assume that they are whipped to start
with.

Mr. REED. I think that's correct.
Senator MALONE. They are whipped down so that they can hardly

look anybody in the eye anymore when they start talking about their
own industry.

Mr. REED. That's right.
Senator MALONE. And they assume all they can do is get another

lease of life for a few months, a contract, or an amendment that will
dull the edge of the stiletto when it is used.

Mr. REED. That's correct. That's correct, sir.
Senator MALONE. It would be impossible to imagine such a situa-

tion 2 decades ago, or even 1 decade ago, that the businessmen of
America could be brought to that frame of mind, begging for their
own lives in Washington, D. C. Is that what you find?

Mr. REED. That is what I find. Our experience has been for years,
and we have argued, that the Congress should reassert its control over
the foreign trade of this country and that the Tariff Commission
should be the agent of the Congress. We still reassert that position.
Heretofore, sir, we have not had any luck with Congress, on it.

Senator MALONE. Another breath of fresh air. We have had two
or three of them in the past week and more power to you. I hope you
will keep on talking about what you have talked about today.

Mr. REED. We certainly shall.
May I read just this one brief paragraph, sir? It is our recom-

umendations concerning the escape clause:
We recommend that the escape-clause section of the Trade Agreements Act,

sections 6 and 7, be clarified and strengthened by, (1)-

now this is again assuming that the bill is extended-
by substituting-

Senator MALONE. If you cannot stop what you would like to see,
then you hope the committee would adopt your amendment.

Mr. REED. That's right;
by substituting the words "American workers, miners, farmers or producers"
for the words of domestic industry and, (2) making final the decision of the
United States Tariff Commission as to the facts relating to injury and as related
to any remedy.
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Senator MALONE. Even if it was final, when they ask for a point to
be determined below which an industry would be imperiled and then
they base the trade agreement on it, within 10 seconds or before the
ink is dry, a foreign nation can get out from under its obligations
under the agreement, through a change in its monetary system,
evaluation, or application of exchange or import permits-you do
understand that.

Mr. REED. Surely.
Senator MALONE. So obviously it can only be a one-way street.
Mr. REED. Surely.
Senator MALONE. Go ahead.
Mr. REED. That concludes my statement.
Senator MALONE. Well, thank you very much.
Mr. BRECKENRIDGE. Mr. Chairman, there is one other amendment

which we would like to suggest adding to H. R. 1, if it passes, and that
is to reactivate section 336, the flexible cost of production provision in
the Tariff Act of 1930. The reason the amendment is necessary is
that section 336 is not applicable to any commodity included in a trade
agreement under the present law. Section 2 of the Trade Agree-
ments Act of 1934 provides-the second sentence of section 2 says;

The provisions of section 336 of the Tariff Act of 1930 shall not apply to any
article with respect to the importation of which into the United States a foreign
trade agreement has been concluded pursuant to this act or to any provision of
any such agreement.

Now, I believe over 90 percent of the commodities involved in
foreign trade in the United States have been included in agreement.
Therefore, they are not ineligible to ask for relief under section 336,
of all those commodities. Whether you extend the trade agreements,
or not, that sentence must be stricken out before an industry can go
and ask for relief under section 336.

Senator MALONE. Unless the President of the United States should
serve notice on the country with whom such agreement is made, of
cancellation.

Mr. BRECKENRIDGE. He is not likely to do so, we feel. We feel 336
should be reactivated and the Tariff Commission should be thereby
instructed to administer it effectively.

Senator MALONE. Regardless of any trade agreement?
Mr. BRECKENRIDGE. Right. If you just struck out that sentence,

even if you were in a trade agreement you could go to the Commission
and apply for relief under section 336.

Now, we also feel, as we do with section 22 and the escape clause,
that the findings of the Commission under section 336 should be made
final, except for review and overruling by the Congress.

Senator A.LtLONE. Well, I would agree with you, but you would be
making inoperative the entire Trade Agreements Act, would you not?

Mr. BRECKENRIDGE. No; I don't believe so. If you just struck out
that sentence, you would merely make the trade agreements subject to
the safety valve-the safeguarding provision of section 336. When
imports increased, because of low labor costs abroad, the cost of pro-
duction was substantially below the American cost of production,
they could seek relief under section 336, as well as the escape clause.

Senator LIALONE. I would favor that, of course. I was just re-
marking that that in itself would nullify to a great extent all the
provisions and there would be no need to extend the act in any case.
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Mr. BRECKENRIDGE. No, I don't believe that it would nullify the
provisions. It would merely make an avenue of relief available to
the industries that are not now available. I think the trade agree-
ments would stay in effect and the reduced duty would stay in effect
until the Commission found the necessity of an increase to offset the
differential in cost of production, and that would be reported to Con-
gress and would go in effect unless Congress overruled it.

Senator MALONE. I agree thoroughly with you that it should be
nullified, and of course that would be a step in the right direction. If
you didn't extend the act, however, it would go right back on the
provisions of section 336.

Mr. BRECKENRIDGE. No, sir; if you didn't extend the act you would
still have to make that same amendment because all the trade agree-
ments would remain in effect and any commodity in them still could
not apply for relief under section 336.

Senator MALONE. Unless the President asked for cancellation.
Mr. BRECKENRIDGE. And it is not likely he would do that in the

foreseeable future.
Senator MALONE. If you didn't extend the act you should simul-

laneously amend it.
Mr. BRECKENRIDGE. You should simultaneously amend 336 and re-

store the availability of 336 relief.
Senator MALONE. We would like to see that even if we did extend

it.
Mr. BRECKENRIDGE. It would have to be done whether you did or

did not extend it.
Senator MALONE. I understand. I think your point is good.
We will have a 3- or 4-minute recess and then we have 1 more

witness.
(A short recess was taken.)
Senator KERR. You may proceed, Mr. Herres, either by reading

your statement or summarizing it.

STATEMENT OF OTTO HERRES, REPRESENTING THE LEAD AND
ZINC MINING INDUSTRY

Mr. HERRES. Thank you, Mr. Chairman.
My name is Otto Herres. I am a mining engineer experienced in

the management of coal and metal mining properties. I have devel-
oped and operated mines under emergency conditions during two
world wars.

At the time of the Korean war I was drafted by the Government
to help with the defense effort and served as Chief of the Lead-Zinc
Branch of the Defense Minerals Administration.

During the Korean emergency foreign mining properties were
opened and expanded with the support of American aid programs.
Foreign production was overstimulated by high prices in the scare
buying period when our mines were restricted by price controls. For-
eign governments using monopolistic and socialistic methods in the
purchase and sale of metals were favored in their stockpiling efforts
at the expense of the American taxpayer.

And so the aftermath of the Korean war brought disaster to the
Nation's lead-zinc mines. Excess tonnages of foreign lead and zinc
remaining when the emergency ended have flooded the markets of the
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United States during the past 3 years at prices below the average cost
of American production. Such action has made marginal mines out
of once prosperous properties. The domestic industry has suffered
heavy losses and distress has come to many communities.

Senator KERR. Mr. Herres, I would like to ask you one question.
Does your statement further on give information which discloses the
percentage of imports which are being brought in by American com-
panies from foreign properties?

Mr. HERRES. Not specifically American companies, because the im-
port figures that are available are not broken down by companies but
only by countries.

Senator KERR. Do you have an estimate of how much of the imports
are being brought here by American companies operating abroad?

Mr. HE mRS. My best judgment is that a good share of the imports
that are coming here are produced by American companies operating
abroad.

Senator KERR. From foreign properties?
Mr. HERRES. From foreign properties.
Senator KERR. Would you say that three-fourths of the imports are

brought here by American companies, or half of it, or a third of it,
or what would you estimate?

Mr. HERES. For lead and zinc I would think probably at least half
of the imports that are coming in originate with

Senator KERR. Are produced by American companies in foreign
properties?

Mr. HERRES. Are produced by American companies that have inter-
ests in foreign properties.

Senator KERR. Thank you. I would be very grateful to you as one
member of this committee, if you have accurate information on that
question, if you would submit it to us.

Mr. HERRES. I will see what I can find, sir, and submit it later.

(The following letter was subsequently received for the record:)
WASHINGTON, D. C., March 14, 1955.

Hon. ROBERT S. KERR,
Senate Finance Committee,

Washington 25, D. C.

DEAR SENATOR KERR: During my appearance before the Senate Finance Com-
mittee to present a statement for the lead and zinc mining industry on Tuesday,
March 8, you requested me to furnish you with an estimate of how much imports
are being brought to the United States by American companies operating abroad.

The Bureau of the Census reports that imports of zinc in ores and concentrates
in 1954 amounting to 448,624 tons (zinc content) were supplied 39 percent from
Mexico, 34 percent from Canada, and 21 percent from Peru. The remaining
6 percent was mainly from Bolivia, Yugoslavia, Africa, and Australia.

Imports of zinc metal were 156,896 tons of which two-thirds came from Canada,
8 percent from the Belgian Congo, 5 percent from Belgium, and 4 percent from
Peru. The balance came from various European countries and Australia.

Imports of lead ore (lead content) were 161,517 tons coming 40,702 tons from
Canada; 38,796 tons from Peru; 35,506 tons from South Africa; 21,557 tons from
Australia; 13,522 tons from Bolivia and the remainder in small tonnages from
other countries.

Lead metal imports were 276,282 tons; 68,694 tons from Mexico, 59,886 tons
from Canada, 58,445 tons from Australia, 38,464 tons from Yugoslavia, 20,048
tons from Peru, 15,241 tons from French Morocco, and the remainder in smaller
tonnages from various other countries.

Mr. Jean Vuillequez, vice president and director of sales of the American
Metal Co., Ltd., testified to the United States Tariff Commission during the
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hearings of the escape-clause petition of the domestic lead and zinc mining
industry on November 3-6, 1953, that his company operates no metal mines In
the United States, but represented concerns producing in Canada, Mexico, and
South Africa and is the principal importer into this country of foreign lead.
American Metal Co., Ltd., operates lead-zinc mines in Mexico.

Testimony of Mr. V. C. Wansbrough, managing director, Canadian Mining
Association, and his consultant, Mr. G. C. Bateman, to the Tariff Commission
was to the effect that one Canadian company, the Consolidated Mining & Smelt-
ing Co., affiliated with the Canadian Pacific Railroad Co., operating the largest
lead-zinc mine in the world, produces all of the refined lead and more than 70
percent of the refined zinc in Canada; Hudson Bay Co. produces the remaining
zinc. These companies are not American owned.

The American Smelting & Refining Co. operates in the United States, Mexico,
South America and has interests in Australia.

Some of the lead and zinc imported from Africa comes from mines in which
Newmont Co. has interests.

All of the zinc metal imported from Peru is reported to be produced by Cerrode
Pasco Corp., an American company.

It is estimated that probably around one-fourth to one-third of the ores and
metals, of lead and zinc imported into the United States in 1954, came from
American companies operating abroad, mostly from Mexico.

Sincerely yours,
OTTO HERMES.

Mr. HERES. The domestic industry has suffered heavy losses and
distress has come to many communities.

A national committee was organized 2 years ago in an effort to cope
with the emergency confronting the industry. The committee repre-
sents every lead-zinc mining district in the country from New York,
New Jersey, and Virginia in the East, Tennessee, the Central States
of Kansas, Oklahoma, and Missouri, and the Rocky Mountain region
to California and Washington on the Pacific coast. Lead-zinc mining
is a nationwide business. I was called upon by the industry to act
as chairman of the emergency committee.

Producers of lead and zinc have been on the defensive against
policies that threatened to destroy their very existence for nearly 20
years. Workers in the mining industry believe in reciprocal trade and
favor trade agreements that are truly reciprocal. But they question
the wisdom of permitting the destruction of an industry essential to
the Nation's security and well-being by excessive imports of ores and
metals that can be produced advantageously at home. If a healthy
lead-zinc mining industry is to survive in the United States experience
should teach us that there must be some restriction on imports flood-
ing our markets from the low-wage areas of the earth.

Senator MALONE. At that point, Mr. Herres, is what you need to
protect the industry something that represents the differential in cost
here, and in the chief competitive country, because of duty or tariff,
Is that what you need?

Mr. HERRES. We need something of that nature, Senator. All we
want is an even break with the other fellow. Their must be some way
of giving us an even break, or some restriction on these imports. ,

Senator MALONE. Wasn't that the original idea of the Tariff Act
of 1930, when it directed the Tariff Commission, an agency of Con-
gress, to determine the differential cost between this Nation and the
chief competitive nation, and to recommend that as the tariff?

Mr. HERRES. If Congress would do that, that would solve our
problem.

Senator MALONE. In 1934, we changed the entire picture and left
it to the President of the United States, whoever he may be, to take
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into consideration other factors, like the overall good of the economy
and the relations of industry in this country with international polit-
ical factors, and ignore entirely that differential if he so desires. Is
that about right?

Mr. HERRES. That is about right, although in effect the decision
seems to be in the hands of the State Department and the State De-
partment is more interested in promoting foreign production than it
]s in protecting American industry.

Senator MALONE. I think you and I know that has been a fact, but
the law does say, "The Chief Executive," doesn't it? And then he
allows any of his Cabinet officers or whoever he so desires, to give him
the information.

Mr. HERRES. That is my understanding.
Senator MALONE. Thank you.
Mr. HERRES. After World War I an emergency tariff was needed

almost immediately to protect agriculture from a flood of imports.
Today agriculture is protected by quotas and import restrictions;
otherwise the farm price support program soon would be submerged
by a deluge of imports from all parts of the world. The lead-zinc
mines are not asking for price supports. But workers in the mines
would appreciate consideration and the same rotection that is af-
forded their brothers of the soil. Metals as well as food are essential
to the strength and good health of our country.

We appeared before your committee 10 years ago and pointed out
that a 20-percent reduction in import duty on zinc resulting from a
Canadian trade agreement signed November 17, 1938, was a serious
blow to the domestic lead-zinc industry. Far more zinc came in from
Mexico than Canada. Prices dropped compelling several mines and
smelters to close; wage cuts were forced in some districts and the
search for new ore reserves became uneconomical. The duty on slab
zinc was reduced from 1.75 cents per pound to 1.40 cents, but on the
average East St. Louis price of 4.61 cents per pound for the year
1938, the reduced duty at least amounted to about 30 percent of the
selling price.

Today with duties reduced still further under subsequent trade
treaties to seven-tenths of a cent per pound of zinc, the duty amounts
only to about 6 percent of the current market price of 11.5 cents.

This is even less protection than is afforded to our most efficient
mass production industries such as steel and automobiles.

In April 1938, the United States Bureau of Mines stated that the
proposed reduction in tariffs on lead and zinc was not in the public
interest if considered from the standpoint of national defense. But
State Department views triumphed over experienced advice and re-
ductions were made with the usual consequences under such circum-
stances. A critical shortage of zinc developed and existed during the
opening years of World War II until idle plants could be rehabili-
tated and new mining operations gotten underway. Soldiers had
to be returned from the Army to work in the mines. Men died because
the Nation was not adequately prepared.

Again in 1950 at the request of the States of Utah, Nevada, and
New Mexico, we appeared before the committee for reciprocity infor-
mation in opposition to further cuts in the zinc tariff proposed in
trade-agreement negotiations at Torquay, England. The three States
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under normal conditions produce in excess of 100,000 tons of zinc a
year.

It was pointed out that American mines producing complex' lead-
zinc ores would suffer serious injury from further tariff cuts in com-
petition with imports produced at lower wages paid in devalued
currencies and assisted with ECA dollars. Today the lead-zinc mines
of Nevada and New Mexico are standing idle, many of their miners
are unemployed and nearly 60,000 tons of their zinc is no longer being
produced.

The zinc-mining industry asked only for an even break-a place on
the high plateau with other industries in the United States which
are supported to a considerable degree by all manner of more or less
disguised subsidies and Government credit, or an adjustment of do-
mestic prices to the same world price level proposed for zinc. It is
not possible to have two incompatible economies without trouble
coming to one or both of them. Zinc miners cannot do business on
the low-wage metal prices of a war-impoverished world in a high-
wage country.

But once more State Department views prevailed. Rather than
protect the domestic production essential or national defense and
security during these critical times, the State Department negotiated
another tariff reduction at Torquay and supported a program for fi-
nancing expanded foreign production of metals. And when the Ko-
rean war came the country again experienced a shortage of zinc.

The mineral policies of the State Department over the past 20
years have been responsible for metal shortages during two wars
of this period and price instability that has been harmful to producer
and consumer alike. No effective protection is available to the domes-
tic mining industry against the dumping of metals on our markets
from low-wage countries that have devalued their currencies. And
no safeguard of consequence has been available to the consumer
against shortages in times of heavy demand, or excessive prices on
foreign metals during periods of shortage.

Senator MALONE. When they devaluate the currency or revalue the
currency in terms of dollars following a trade agreement, what does
it do to the trade agreement?

Mr. HERRES. It has the effect of a wage reduction in the foreign
country and nullifies whatever protection the domestic industry in
this country may have, or it reduces the effective amount of that pro-
tection.

Senator MALONE. Proceed.
Mr. HERREs. Unfortunately the same difficulties of shortages and

abnormally high foreign prices on the basic metals, and the same hard-
ships from restrictions on consumer use are likely to be suffered again
when the next great crisis arises, unless the mines of this country
are permitted to operate and develop the ore reserves needed for fu-
ture production of metal essential to national defense.

Senator MALONE. What in the meantime does it do to the national
economy in this sector, to have these trade agreements made that have
this effect, regardless of the demands of national defense that may be-
come acute at any time.

Mr. HERmREs. The trade agreements deprive the industry of protec-
tion or damage the workers and the industry is destroyed.
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Senator iMALONE. That is what they have done; isn't it
Mr. HERRES. That is in effect what is going on now.
Senator MALONE. What would you say of the percentage of zinc

miners who are actually out of work and the number who are on the
verge of it, if there apparently is no hope to revert to a principle of
protection?

Mr. HERIES. During the past 2 or 3 years, one-fourth of all the
lead-zinc miners in the United States have lost their jobs and indus-
try has reached depression lows. For the year 1954 which just ended,
the production of lead and zinc in this country from the domestic
mines was the smallest it has been for any time since 1931 to 1934.
Yet at the same time the smelter production of zinc in this country
was making new records. It set a new record for the month of Janu-
ary, operating largely on imported ores and concentrates which have
supplanted much of the domestic output.

Senator MALONE. About what percentage of the employees are en-
dangered if no change in principle is anticipated? During the next
year or two, we will say? If there is no change in the principle that
we have had for 20 years, how many are endangered?

Mr. HERRES. This sort of thing can go on and get worse because
many of the mines today, that are still in operation, are continuing
on hope that Congress will recognize the problem and provide some
relief.

Senator MALONE. Some run at a loss rather than run the expense
of reopening.

Mr. HERRES. Some are operating at a loss today, because they are
hoping some relief will be provided by Congress and it is less expen-
sive for them to operate their mines at a loss than to have their mines
idle.

When the extension of the Trade Agreements Act for another year
was before your committee for consideration 2 years ago, we filed a
statement calling attention to the emergency confronting the lead-zinc
mines because o7 excessive imports and pointed out the need of con-
structive action for the preservation of the industry. It was stated
then and it is true today, that unemployment and heavy economic
losses are troubling communities. Small independent companies
unable to obtain financial support because of the depressed price of
zinc are being forced out of existence, but we cannot believe that it is
the-policy of Congress to liquidate small business in this country. The
industry proposed at that time and urges now, action to restrict exces-
sive imports of lead and zinc but only when they are offered at prices
that will destroy the lead-zinc mining industry of this Nation.

But high officials from the executive department of the Govermnent
acknowledging the predicament of the mining industry, advised the
ines to seek relief through the escape-clause provision of the Trade

Agreements Act rather than by legislative means.
Pursuant to a resolution of the Committee on Finance, July 27,

1953, and the Committee on Ways and Means of the House of Repre-
sentatives, July 29, 1953, the United States Tariff Commission insti-
tuted a general investigation of the domestic lead and zinc industries.
including the effect of imports of lead and zinc on the livelihood of
Arnerican workers. And following the recommendation of adminis-
frlaon officaLs the industry petitioned for escape-clause relief.
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In May 1954, the United States Tariff Commission reported unani-
mously to the President that lead and zinc ores and metals were being
imported in such increased quantities as to cause serious injury to the
domestic industry. The bipartisan Commission recommended:

It is necessary that the rates of duty 50 percent above the rates existing on
January 1, 1945 * * * be Imposed for an indefinite period.

Because of the customary opposition from the State Department,
however, the President did not follow the experienced advice of the
Tariff Commission. But he did recognize the injury to the mining
industry and the need for providing relief in his directive establishing
a long-term stockpiling program for lead and zinc on August 20,
1954.

In October 1953, the President expressed concern over "depressed
conditions within numerous metal mining districts" of the Nation and
set up a special cabinet committee to determine how the United States
can maintain sufficient raw materials to meet "any contingency during
the uncertain years ahead."

And a year later, in November 1954, the President's Cabinet Com-
mittee on Minerals Policy recommended an orderly but vigorous
development of domestic mineral resources, warning that:

Mines of the future must be planned today-not a decade hence.

And they added:
a strong, vigorous and efficient domestic mineral industry is essential to the
long-term economic development of the United States.

The President has stated that he is prepared to make appropriate
recommendations to Congress if the objectives of adequate market
prices and recognition by foreign countries that the stockpiling pur-
chases are designed to help domestic production are not achieved.
But since August the price of zinc has advanced only one-half cent,
from 11 cents per pound to the current quotation of 111/2 cents.

For the year 1954 an average of 41,460 tons of zinc a month from
foreign ores in addition to an average of 13,444 tons of imported
slab zinc, a total of 54,904 tons, average per month, entered the
United States consumption while the output of the mines at home
was dropping to an average per month of 38,750 tons.

Excessive imports of foreign ores have been taking over a larger
proportion of United States smelter production at the expense of
the Nation's mines. Domestic mine output of zinc consequently has
been reduced to less than 39,000 tons a month from an average of
60,000 tons a month in early 1952. Smelter production of zinc is
at an all-time high while mine output of lead and zinc is the smallest
since the depression years, 1931-34.

Is it in the public interest to permit an industry which is the
largest of its kind in the world, and which is essential to national
defense and security, to be priced out of existence by a flood of foreign
lead and zinc offered at less than the average cost of domestic pro-
duction?

President Truman's statement to Congress of May 25, 1945, seems
to have been forgotten:

I have had drawn to my attention statements to the effect that this increased
authority might be used in such a way as to endanger or "trade out" segments
of American industry, American agriculture, or American labor. No such
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action was taken under President Roosevelt and Cordell Hull, and no such
action will take place under my Presidency.

It would seem that miners can put little faith in political promises.
In June, 1950, we stated to the Committee for Reciprocity Informa-

tion:

Basing our opinion on experience we have no high hopes of receiving con-
sideration for our mining industry at the hands of the State Department, nor
that the petition for relief which we plan to present under the "escape clause"
will be approved, regardless of how logical our case may be. And we believe
that the State Department by hasty and ill-considered action in opening our
markets to free competition with goods produced far below our wage levels and
living standards can bring on unemployment and invite disaster.

Time has shown that our fears were not unfounded.
A few weeks ago President Eisenhower told Congress with respect

to the Trade Agreements Act of 1954:
No American industry will be placed in jeopardy by the administration of this

measure.

As far as zinc is concerned we do not anticipate any further reduc-
tion in the duty for the simple reason that the tariff already has been
cut so low that anything more is hardly worth the bother.

We have been furnishing assistance to European countries by pro-
viding billions of dollars to feed their populations, rebuild their in-
dustries and restore their trade and we are giving them arms and
munitions for defenses against Russian aggression. But now that
farms, factories, and mines of the free world are recovered from the
devastation of war, Europe and other countries and their colonies are
producing much larger quantities of goods for export and the prob-
em is arising of how to protect our workers from the competition of

this production that we have helped to reestablish and are giving our
support. The State Department told Congress recently that the
United States should help other countries sell goods here by lowering
our protective tariffs, but because this would allow foreign goods to
undersell American goods, it is suggested that the Government pro-
vide relief for the American enterprises that would be put out of busi-
ness. When he was Administrator of the Marshall plan, Mr. Paul G.
Hoffman proposed that if there must be some relief in this situation
that it be given directly. He seemed to feel that as the Government
has responsibility to labor made idle by increased competition of
imported goods, relief should be afforded by unemployment insurance
and temporary Government assistance furnished to the industries
that would be put out of business by reconversion to some new line
of work. It may seem a bit absurd that the State Department and the
ECA should have to argue over how to help American enterprise sur2

vive world competition under a free-trade program. Even in times
like this it is somewhat odd to have to consider that a competitor you
have set up in business and who is dependent upon your prosperity for
support, may put you out of commission.

The State Department proposal offers bigger and better fields to the
economic planners for spending and extending their bureaucratic
regulations and controls. These doctors will never run short of
patients as long as one remedy calls for another. Under the pro-
p osal they can pay subsidies to Europe and Asia and then subsidies to

business in this country for protection against the subsidies given to
Europe and Asia, all at the expense of the American taxpayer. A
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possibility of further tariff cuts aiding imports probably is greatly
overrated and of little consequence to foreign producers, compared
to the probable harm that may come to some segments of industry
and sections of our country. What seems difficult for people inex-
perienced in business to understand is the effect of bringing even a
small surplus of goods to a market that already is amply supplied.
Unless imports are cheaper either by reason of price or quality, they
do not come in. But if they are cheaper, the competitive effect is to
lower the domestic price structure, thereby causing far greater losses
to domestic producers than the relatively small volume of the market
they take over. Competitive goods from Western Europe may amount
only to $11/4 billion annually, compared to $140 billion home produc-
tion, as Mr. Hoffman said, but if their price is a tenth lower the loss
from competition with the foreign goods may be $14 billion and not
just the $114 billion worth of goods displaced. Or, for example, if
capable workers in a community are willing to work for $40 a week
when those employed are getting $80, how long will the prevailing
wage hold before there is trouble?

The administration has promised to try to maintain full employ-
ment of American workers. Mr. Hoffman's unemployment insurance
is not likely to prove a satisfactory substitute either for political
promises or high wages, and displaced communities are not apt to be
very happy over reconversion prospects. Nor will the plan to main-
tain domestic production by means of subsidies make much room for
more imports. Neither proposal seems to have solved the problem.
There are far greater barriers to world trade today than what little
remains of the American tariff system. World trade will flow more
freely when the countries getting our aid remove some of the real bar-
riers between themselves, such as currency restrictions, export and im-
port controls, quotas and state trade. Then they can do more business
with their next-door neighbors, where their goods and trades are more
needed, than by us. Subsidies and unemployment insurance to. in-
dustries and workers in the United States are not the right answer.

But the President on August 20, 1954, in directing expanded stock-
piling purchases for lead and zinc stated that he is prepared to make
appropriate recommendations to Congress if the objectives of adequate
market prices and recognition by foreign countries that the stockpiling
purchases are designed to help domestic production are not achieve{

It is becoming increasingly evident that stockpiling is not accom-
plishing its avowed purpose. The problem is one of supply and de-
mand. Stockpiling will not cure an excess supply of foreign lead and
zinc flowing to this country. To the extent that it increases prices
it will encourage more imports as well as the expansion of foreign
production which will be shipped to our markets.

That leaves only one logical answer; namely, restriction of excess
imports, but only when they are offered at prices that will destroy the
lead-zinc mining industry of this nation.

Lead is being purchased under the President's stockpile program
at 15 cents per pound. No definite information is available to in-
dustry as to the ceiling price on zinc purchases, but indications are
that the zinc price may be 13 or 13 cents per pound.

With consideration to the President's objective of bringing about
"the attainment of market prices for lead and zinc that are sufficient
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to maintain an adequate domestic mobilization base," we respectfully
recommend that the committee include in the Trade Agreements Act
a provision imposing an excise tax of 3 cents per pound on imports of
lead and zinc, respectively, whenever excessive imports cause market
prices to fall below the levels that are sufficient to maintain an adequate
domestic mobilization base.

Because of the President's promise to make appropriate recom-
nendations to Congress if needed to accomplish the purpose of attain-
ing adequate prices, we hope for the assistance of the administration
in the enactment of this proposal. We respectfully recommend that
the committee call upon the Office of Defense Mobilization and the
United States Tariff Commission for advice as to the adequacy of the
suggested ceiling prices of 15 cents per pound, New York, for lead and
13 cents per pound, East St. Louis, for prime western grade zinc.

Obviously the ceiling prices should be based on a commodity index,
to adjust for conditions of inflation or deflation.

The excise tax should be suspended for the protection of the con-
sumer whenever the market reaches reasonable ceiling prices that will
permit the industry to survive. There is a precedent for our proposal
in the excise tax of 2 cents per pound on imports of copper. That
tax now is suspended as long as the price of copper remains about 21
cents per pound.

We speak from many years of experience in producing raw materials
and from many years of working with men who have to depend on
the productive resources of this country for their living.

Our problems involve the welfare of the country. Let the indus-
tries of the United States produce new wealth and prosper and we will
have money to spend and invest in foreign countries to help others
raise their standards of living. But we will sell more automobiles
by keeping our mines in operation, and our farmers prosperous, and
our railroads running, than we are going to sell by displacing our
production through imports.

The lead-zinc miners, as I have told you, have been striving for years
to get a square deal for our industry. No one in Washington has
been able to dispute the fact that a basic industry essential to the
national defense and civilian welfare has experienced serious injury.
We now appeal to Congress for consideration. It is the constitu-
tional responsibility of Congress to enact the tariff laws and not the
State Department.

Senator BENNETT. I want to commend Mr. Herres for his state-
ment. I have one question, just for the record. The present duty on
zinc is 0.7 cent per pound. What is the equivalent percentage, on
the present value of the zinc? Isn't it about 5 percent?

Mr. HERMeS. It is close to 6 percent at the present time.
Senator BENNETT. Of course, as the price goes up, the percentage

goes down.
Mr. HERRES. The percentage goes down.
It might be interesting to note that the tariff prewar amounted to

approximately 30 percent ad valorem on lead and zinc, and while the
State Department has cut the tariff 50 percent, because of inflation
the effect has been to cut our protection from 30 percent down to some-
where around 5 or 6 percent. The inflation has helped.

Senator BENNETT. There was only 1 cut of 50 percent in the theo-
retical tariff rate?
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Mr. HERRES. That is correct, after the first Canadian cut in 1938.
Senator BENNETT. So what is the corresponding percentage tariff

on lead, if zinc is between 5 and 6?
Mr. HERRES. The same is true of lead. The prewar protection on

lead was approximately 30 percent. The price of lead, today, is 15
cents and the duty is 1%6 of a cent per pound, so the available protec-
tion is somewhere around 7 percent of the market price. That, as I
pointed out, is less than the protection on our most efficient industries,
such as automobiles and steel.

Senator BENNETT. On the basis of those percentages and the pres-
ent price, if the Tariff Commission's proposal were followed and the
tariff were increased 50 percent to 9 percent in the case of zinc, and,
let's say, 10/2 percent or 11 percent in the case of lead, that would
not supply you adequate protection, because of the effects of inflation?
Is that a fair statement?

Mr. HEiRRES. That is a correct statement, although if the Tariff
Commission recommendation was approved, or still would be ap-
proved by the President, it would be very helpful.

The recommendation is 50 percent over the tariff which was in
effect on January 1, 1945, and that varies slightly from the 50 percent.

Senator BENNETT. Let me ask you the question in another way:
If the Tariff Commission recommendation were approved, how would
that compare with your suggestion of approximately 3 cents a pound
excise?

Mr. HERRES. It would differ in two respects. In one respect, if the
Tariff Commission recommendation was approved, it would be a flat
tariff on lead and zinc, regardless of the price.

Senator BENNETT. I was thinking in terms of money, rather than
in terms of the operation of the two approaches.

Mr. HERRES. It would be somewhat similar, if this 3-cent excise tax
would be imposed in addition to the nominal duty that is now in effect,
but we propose for the protection of the consumer, the same plan
that is now in effect with copper, that whenever the price reached a
level that is adequate to maintain the industry and permit it to sur-
vive, we would be willing to see that excise tax suspended.

Senator BENNETT. If the industry were permitted to have its choice,
would it prefer the tariff route? Would it prefer to have the recom-
mendation of the Tariff Commission adopted, or would it prefer this
3-cent excise tax?

Mr. HERRES. Let me answer that this way, Senator, which is prob-
ably the best I can do: The entire industry, without exception, engaged
in domestic mining appeared before the Tariff Commission in support
of a petition for escape-clause relief. They pointed out that the addi-
tional tariff available under the escape-clause action was not adequate
to permit all of the mines in the country to reopen, or to operate, but
that it would be helpful, and they feel, today, that if the President
approved that recommendation and we got the additional tariff, and he
carried out the recommendation of his cabinet policy committee to
maintain this stockpiling purchase program on a basis to provide
relief for distressed communties at such time as it was needed, that
that would go a long way to help the industry.

There are many in the industry who feel this proposal that I have
just presented would be more effective and would provide greater
stability, which is needed both by the industry and the consumer.
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Senator BENNETT. Has the industry's experience with the copper
tax been generally satisfactory?

Mr. HERRES. It was when it was in operation, but for the past 16
years we have had no normal competition in world trade, and there
is no normal test, today, of the copper excise tax, for the reason that
there has been a shortage of copper ever since the war days, and it has
been made worse by labor troubles in' various parts of the world. There
was a big strike in the mines of Chile early in the year-in the past
year-and during January and February there have been some 31,000
miners on strike in the copper mines of Africa. At the same time, the
Government stockpiling program for the defense program has been
continued, and the Government has been in the market for copper to
build up the defense stockpile. So there has been no normal competi-
tion in copper for many years, because of these world conditions and
shortages, but the people in the copper industry feel that that form of
protection is good.

Senator BENNETT. Is it applied to any other metal now besides
copper?

Mr. HERRES. That is the only one at the present time that I know of,
although it was applied to lead and zinc during Korean emergency.
You will recall that Congress suspended the tariff on lead and zinc
when the Office of Price Stabilization fixed ceiling prices. The ceiling
V prices for lead and zinc were fixed at 19 cents for lead and 19.5 cents
or zinc, and while those prices were in effect the Congress suspended

the tariff, with the provision that whenever the prices dropped back
to 17 cents a pound the President should restore the suspended tariffs,
so we have had instanc( of this procedure, both for lead and zinc, as
well as the excise tax on copper, which was first enacted by Congress
during the thirties. And at the time that excise tax was first imposed
it was 4 cents a pound, but the State Department in some of their trade
negotiations have cut it 50 percent, so it is now 2 cents a pound, and
it is now suspended, while the price of copper is above 24 cents. To-
day, as you know, because of the world shortage of copper, the price
in this country has increased to 33 cents, and on the London metal
exchange recently it has been as high as 45 cents a pound.

Senator BENNETT. So there is no need for this-well, it has been
some time since the excise tax has actually operated, as you point out.

Well, I think those are all my questions, Mr. Chairman.
Senator MALONE. Do you have any questions, Senator Kerr?
Senator KERR. Mr. Herres, on page 6 of your statement, the first

full paragraph, you say:
This leaves only one logical answer, namely, restriction of excess imports.

Isn't it your judgment that in reality that is the only effective remedy?
Mr. HEREs. That is correct, Senator.
Senator KERR. Either that, or a tariff which would amount to the

differential in cost of production.
Mr. HERREs. Yes. Sufficient tariff to permit our mines to survive

in this country.
Senator KERR. So, in reality, the 3 cents excise tax, while it might

be helpful, it isn't an amount equal to the differential in cost?
Mr. HERRES. No, but if it was started to operating at an adequate

base it would afford us relatively good protection. I think most of the
mines in the country would feel that that would be very helpful.
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Senator KERR. It would be much better than what you have.
Mr. HERRES. Oh, yes. Far better.
Senator KERR. If the problem exists with any domestic industry

competing with an abundance of foreign supply which can be pro-
duced at a far less cost-if you get a remedy for any industry in that
situation, it has to be on the basis of curtailing of imports to the
extent you can produce at home the supply you are making, or a
tariff equal to the differential in cost of production ?

Mr. HERRES. That is right. If it wasn't for restriction on im-
ports, your commodity credit program for agriculture wouldn't last,
at all.

Senator KERR. It would break any government.
Mir. HERRES. Senator Ed Johnson, now Governor of Colorado, pro-

posed a community credit plan for lead and zinc, but without some
restrictions on imports, all that would do would be to unload all of
the lead and zinc in the world in the United States.

Senator KERR. Furnish a support price for world production in-
stead of our own?

Mr. HERRES. And it would get worse, because with our wages and
living standards, the price would have to be high enough that it
would encourage expansion of production all over the world, and we
would just be flooded with lead and zinc.

Senator KERR. We don't even have price supports on basic com-
modities, here, except with a program to control production.

Mr. HERRES. Control production, and a restricted import.
Senator KERR. The same principle would have to be implemented

in the program for lead and zinc, or any other domestic products
faced with competition of world production. It would have to be
the same.

Mr. HERRES. That is right, and the mining industry would prefer
not to come under government control. We prefer free enterprise.

Senator KERR. That is all.
Senator MALONE. Your questions have been very helpful, Senator

Kerr.
Mr. Herres, I didn't hear you say what you would prefer, whether

you would prefer that this act that we are discussing be extended or
allowed to expire on June 12, 1955. Could you express an opinion?

Mr. HERRES. As I pointed out in my statement, Senator, the act and
the proposed extension of it affords us absolutely no protection; so
far as we are concerned, unless the Congress sees fit to make the Act
effective, we'd just as soon see it expire.

Senator MALONE. If it does expire, don't the trick organizations
like the General Agreement on Tariffs and Trade that have been man-
ipulating the tariff structures of the nations, and these new organi-
zations like the one just created by resolution through the Assembly
of the United Nations, and international trade organizations, and
the International Materials Conference, don't they fall of their own
weight if we don't extend it, and wouldn't that be some protection?

Mr. HERRES. As far as our industry is concerned, we are opposed to
having the industry of the United States come under any inter-
national regulation or controls. We prefer to see the responsibility
for our industry in the hands of Congress.
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Senator MALONE. Well, it is not in the hands of Congress now, and
if we extend the act, it is still in the hands of the Executive as trans-
ferred from the congressional responsibility according to the Constitu-
tion, to the Executive and if we extend the act, it remains there;
doesn't it?

Mr. HERRES. We hope that this committee and the Congress will
see fit to place the responsibility back in the hands of Congress in
one way or another in the judgment of the committee.

Senator MALONE. To do that, you may just have to sit still and
not pass any extension?

Mr. HERRES. That would be one way and as I say, the act at the
present time is nullified, as far as any protection to our industry is
concerned.

We tried everything we could under the act and we have no recourse,
no protection, except to appeal to Congress.

Senator MALONE. If we allow the act to expire, any product upon
which there is no tariff agreement is immediately referred to the
rrariff Commission, an agency of Congress. WVhere there is a trade
agreement they continue in effect until the President of the United
States serves notice for cancellaation. Then in due course they would
revert to the Tariff Commission.

Mr. HERRES. In that event, we would want to go before the Tariff
Commission and make our case for protection.

Senator MALONE. If the President served notice on a nation with
which the trade agreement was made for lead and zinc, a notice of
cancellation, then upon your application the Tariff Commission could
again take up the question of the adjustment of the flexible import
fee as set down in 33; of the Tariff Act and fix it, and then, on the basis
that the Senator from Oklahoma has just suggested as one way to do
the job, and that is the differential cost between the production, here,
and that in the chief competitive nation. Isn't that what it provides?

Mr. HERRES That is my understanding, and I hope that if any
such action as that is taken that the Congress will see fit to have the
Tariff Commission report to Congress its recommendations, rather
than to the State Department.

Senator MALONE. I think that is a good idea, and a very simple
amendment to the Tariff Act would do that, would it not?

Mr. HERRES. That is my understanding.
Senator MALONE. Wouldn't that be the logical way to do it and

have it on a principle laid down by Congress, of fair and reasonable
competition? You are not afraid of fair and reasonable competition,are you ?Mr. HEu ms. We are not. All we want is a square deal.

Senator MALONE. That is what I gathered from your testimony.
You would prefer, then, I take it from your testimony, that the act
not be renewed?

Mr. HERRES. That is the way we feel about it. If it affords us no
protection, it might just as well be wiped out.

Senator MALONE. If you had your way about it, would you prefer
that it not be extended and gradually get back to that fair and
reasonable protection that the Tariff Act originally afforded?

Mr. HERRES. That would be quite satisfactory to us, and the Ameri-
can Mining Congress, and many of the other mining associations
throughout the country have gone on record to that effect.
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Senator MALONE. As a matter of fact, did not the American Mining
Congress in its convention pass a resolution asking that the 1934 Trade
Agreements Act be allowed to lapse?

Mr. HERRES. That is correct.
Senator MALONE. As a matter of fact, didn't the Colorado Mining

Association pass a resolution asking that it not be renewed?
Mr. HERRES. Yes, sir, they did.
Senator MALONE. And that there be no international organization

allowed to regulate the domestic economy of this Nation?
Mr. iHERtES. That is correct. They passed such a resolution in

February of this year.
Senator MALONE. Now you agree with those resolutions?
Mr. HERRES. Yes, sir.
Senator MALONE. That just about covers the situation as far as

the questions I noted were concerned in your testimony. I think
you made a very good statement. Your suggestion of a 3-cent excise
tax, when it goes below a certain base price, which of course is not op-
erative at the present time-there is no base price set, but if it goes
below a certain base price that you think is a fair price, then that ex-
cise tax would be helpful in holding the price up. But if it went
below-15 cents, I believe you mentioned for lead-

Mr. HERREs. Fifteen cents for lead, I mentioned.
Senator MALONE. If it went below 12 cents, then your 3 cents

wouldn't be very helpful.
Mr. HEREES. If the price of lead went there, the 3 cents excise tax

would prevail from there on down.
Senator MALONE. At 12 cents, you would be getting below 15 cents.
Mr. IEmEs. If the market price in this country went to 12 cents,

this 3 cents would still be quite effective.
Senator MALONE. With 11 cents, you would get 14 cents?
Mr. HERmES. No. The way it would work is, if the market in this

country went to 12 cents, we would get 12 cents, but the importer would
pay the difference between 12 cents and the excise tax, or 9 cents, so
that would afford us some protection.

Senator MALONE. It would afford some protection, but only to the
extent of the 3 cents, and if it went to 10 cents, then it would only af-
ford a 13-cent theortetical protection.

Mr. IIERRES. I think we would be satisfied if the market price went
to 10 cents and we had a 3-cent excise tax.

Senator MALONE. Yes.
Now as you suggested, however, that if it could be on a basis of fair

and reasonable competition, and the difference represented by a duty,
you would be better satisfied?

Mr. HERRES. Yes, if that could be worked out.
Senator MALONE. That would be worked out providing we did not

extend the act and the President saw fit to cancel the trade agree-
ments that cover lead and zinc?

Mr. HERRES. We would be satisfied with any such arrangement.
Senator MALONE. Of course.
Now I was very much interested in your description of the 2-cent

excise tax on copper being operative above 24 cents. You are aware
that in some instances, here, this is a 25-cent guaranty by the Gov-
ernment that is in effect?
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Mr. HtREs. Yes, sir; there are a number of Government price guar-
anties in effect under the Defense Production Act for the expansion
of copper properties.

Senator MALONE. In this matter of the suspension of the duty, or
the excise tax on copper, there being 3 companies in the United
States-2 of them international, importing copper as well as produc-
ing it in a domestic manner, with no protection whatever-that abso-
lutely precludes any new company going into the field here, doesn't
it?

Mr. HERRES. Not with respect to copper, because there is an abnor-
mal condition in copper.

Senator MALONE. What is that condition?
Mr. HERRES. There are some new companies going into the field be-

cause the price of copper is high, but if it was lead and zinc, I would
say you were right.

Senator MALONE. Well, aren't you right anyway, because by the
time you bring in a new mine, 3 or 4 years have elapsed and if the
price goes down, you have no protection, at all?

Mr. HERRES. Yes, that is correct. The great trouble with the mining
industry, today, is that there is no assurance for the future.

Senator MALONE. That is right.
Mr. HERRES. As you know, many of the mineral industries are being

supported by purchase programs or subsidies of one kind or another
that are in effect temporarily. They all have a dateline on them.

Senator MALONE. So if someone here, just by an Executive order,
wants to, he can make or break you and as a matter of fact, no new
money will go into the business?

Mr. HERRES. That is right. They can't see far enough ahead to
invest large sums of money, even in uranium which is the booming
mineral of today. The uranium miners are concerned as to what
their situation will be after 1962.

Senator MALONE. Unless the act is extended, you will have to have a
tariff on uranium to stay in business in 5 years. There is no question
about that, at all.

Mr. HEIRES. They are finding uranium in all parts of the world.
Senator MALONE. I said in a congressional report in August of last

year that in 2 years if we treated our taxpayers half as well as we
treated the foreigners, uranium would be running out of their ears in
this country. Of course, everybody knows that now.

I think I understand how you can run a new copper business, when
you get a $90-million loan from the Government as one company did in
Arizona. One could start a new business. That, would start nearly
every business. But not everybody can get a $90-million loan from the
Government, so I am talking now about a new investor who rakes up
his own money or his friends' money or stockholders' money, and goes
into a business where it takes 3 or 4 or 5 years to get into production,
where there is no principle laid down for protection of that industry.
How are you going to get the new money?

Mr. HERRES. It takes a good many millions of dollars to open a cop-
per mine, today, unless the investor can see far enough ahead to justify
the investment and see some return of the money; if he can't he won't
open a new copper mine.

Senator MALONE.. You wouldn't say that the stability of the economy
in any mining industry, that this system of invoking a 2-cent excise
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on copper would be very successful in bringing new capital into the
business?

Mr. HERIES. No; that wouldn't be adequate if copper gets into the
condition that lead and zinc is in, today, and many of the copper
producers foresee that some such circumstance is coming up.

Senator MALONE. That is right.
Now, I was very glad that you mentioned the fact that a very small

amount of imports sometimes vitally affects a market and has a vital
effect on price. That is what you tried to say, wasn't it?

Mr. HERRES. Look what it did to zinc. In the last 2 or 3 years,
the excessive imports have put 200,000 tons of domestic production
out of existence. It drives the price down, we say, from 15 cents to
10 cents. It was below 10 cents a year ago. The domestic industry,
if you do a little simple arithmetic, you will find has lost a gross
income of $105 million on that basis, and the foreigner has gained
$10 million, and he has had to send in 200,000 tons more zinc to get the
extra $10 million. It doesn't help him very much, and it does great
damage to the domestic producer.

Senator MALONE. So what happens, this relatively small amount of
imports in the beginning broke the price 4 or 5 cents and turned
about 90 percent of this ore, out there, into country rock, didn't it?

Mr. HERRES. That is what it does.
Senator MALONE. It is a very simple operation. But these hand-

raised economists and engineers who are around Washington don't
understand that. I think it is all proportional, that you would
only cut the amount. You cut the price, here, in proportion to the
amount imported, in comparison to the full market. They just don't
understand that. Of course, they have never met a payroll and they
have never operated a mine. They are in a very dangerous quandary
in Washington, D. C. That is what makes this a very dangerous
town in the United States of America.

Mr. HERIES. I think Senator George, of your committee, made a
very pertinent observation in that respect a few days ago when he
said he wished the administration of some of these affairs was in
the hands of more practical men. Many of us in industry join with
him in that thought.

Senator MALONE. We have had 20 years of it, and there doesn't
seem to be very much prospect of improvement, because a man who
can make money in anything else won't take one of the jobs, and
therefore you get either ones who have failed in business or else ones
just out of school who can write a good report. Now, that has been
going on a long time in Washington. But it is only in the last
two decades that we turned it over to them. Congress did maintain
a principle up to about two decades ago.

Now, I didn't understand you to say how many mines were operat-
ing out there in the three States that you mentioned. That was
Utah, Nevada, and California. How many mines are operating there,
now, if you have any idea?

Mr. HERRES. In the State of New Mexico, there isn't a single mine
in operation.

Senator MALONE. How many were there before this reorganiza-
tion of the tariff, or this great manipulation under the 1934 Trade
Agreements Act?
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Mr. HERRES. I had word from one of the operators in New Mexico
- few weeks ago to the effect that there were 1,200 miners unemployed
in New Mexico. New Mexico for the year 1954 did not produce a
single ton of zinc but normally New Mexico produced 40,000 to 50,000
tons of zinc a year. The companies that operated the mines in
New Mexico, the zinc mines, were among the best and most efficient
in the world and the mines, many of them, are new mines, and they
were operated by such companies as Kennecott, American Smelting
& Refining Co., the Empire Zinc Division of the New Jersey Zinc
Co., the United States Smelting & Mining and Refining Co., the Peru
Mine Division of Illinois Zinc Co., and such people as that. The
finest mining companies in the world.

Senator MALONE. How many men did they employ?
Mr. HERRES. They were employing 1,200 men in those mines, or

approximately, according to the information I have.
Senator MALONE. How about the State of Nevada? I am interested

in the situation out there.
Mr. HERRES. The State of Nevada, to the best of my knowledge,

is producing practically no zinc today.
Senator MALONE. How many men did you employ in the zinc and

lead business before the debacle hit us?
Mr. HERRES. Well, the operation with which I am most familiar,

there were 600 or 700 men employed.
Senator MALONE. Where are they now?
Mr. HERRES. They are out of work.
Senator MALONE. How about Utah?
Mr. HERRES. Utah has some of the mines on part-time. Some are

,closed down. One of the biggest lead-zinc smelters in the country,
the Tooele Smelter of International Smelting Co., an affiliation or
operation of Anaconda Copper Co., is idle. There are some mines
in Utah operating and the reason they are operating is that they
lose less money than they would by standing idle. One of the best
mines there stood idle for a year or two at the expense of $25,000 a
month or $300,000 a year.

Senator MALONE. That is pumping, of course.
Mr. HERRES. Pumping and maintaining the mine. Another very

good mine has in it quite a bit of water. They have to keep in opera-
tion in order to keep the pumps running. If they stop producing at
a loss, their pumping cost, would be prohibitive and if they stopped
the pumps the mine would be lost forever. That is the reason why
Utah isn't shut down. Some of the mines in Idaho are still showing
good production because they have silver in the ore. They are mining
zinc at a loss, at the expense of silver. That is, they are getting less
for their silver than a normal return because of the zinc content of
the ore.

Senator MALONE. How many people will be unemployed when the
Congress shows that it is going to extend this act and they do not
give this relief and they get discouraged enough to close a mine rather
than run it in the red ? How many men will be unemployed there?

Mr. HERRES. Well, there are some of these mines that are operat-
ing on the hopes that Congress will see fit to provide some relief.
If Congress doesn't or the administration doesn't recognize the prob-
lem, these mines will close down as soon as they get the word.
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Senator MALONE. How many men will that affect?
Mr. HERRES. A fourth of the miners are unemployed now and I

would say about half of them would be. Some of them would con-
tinue extracting the ore. They die hard. They would mine the richer
portions of the ore, and then the property would be ruined. They do
that in order to exist for a while.

Senator MALONE. That is the same situation in all the mining States
as far as the lead-zinc mining is concerned?

Mr. HERRES. That is true over most of the country.
I believe there is a miner here from the Tri-State Field that would

like to be heard and I suggest you hear his story. That is one of the
important districts that has been very badly damaged.

Senator MALONE. I think you have made a very good witness, Otto.
I am perfectly familiar with your record over the years. You have
always been a student and you have contributed materially to the
information before this committee and we thank you.

Are there any further questions?
Senator KERR. Mr. Tom Kiser of the Tri-State district is here. Mr.

Kiser is very familiar with the situation in the Tri-State area in the
State of Oklahoma, where there are a great number of mines, many
of them small operations acutely affected and keenly interested in this
legislation. I would like for Mr. Kiser to be heard.

Senator MALONE. Mr. Kiser, bring up anyone you would like to and
just have a seat here. Identify yourself for the record.

STATEMENT OF TOM KISER, REPRESENTATIVE OF THE SMALL-MINE
OPERATORS OF THE TRI-STATE DISTRICT, KANSAS, OKLAHOMA,
AND MISSOURI

Mr. KisER. My name is Tom Kiser. I represent the Small Mine
Operators of the Tri-State district which is Kansas, Oklahoma, and
Missouri. We have a population there, that is directly or indirectly
concerned with our mining area, of about 85,000. In order to shorten
this record, I might at this time, on behalf of myself and the small
operators, endorse Mr. Herres' statement. However, I would like to,
add a small oral statement.

Senator MALONE. I would say, as far as the chairman is concerned-
and I am sure it applies to the Senator from Oklahoma-you take your
time, because this record is very important not only in the mining
industry, but as it applies to the economic structure of this Nation. I
have more time to listen to men like you, than I have for any other
occupation on this Hill.

Mr. Kisni. I certainly appreciate that. I think we can use it.
However, we have no written statement.

Senator KERR. You just tell your story in your own words, Mr.
Kiser.

Senator MALONE. Go right ahead.
Mr. KISER. Our condition is a very depressing one and it is con-

tinually growing worse. We have unemployment, decreased wages,
and we are forced to do selective mining to survive. I feel qualifed
to speak here as a practical miner having 28 years in practical experi-
ence and in the last 7 years I have operated a small operation o my
own, and still do. Our wages there range from about $11.20 a day
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to $8. However, 1 day last year 2 young fellows came to me and said
they had worked in the week preceding for $2 a day. However, that
isn't the general practice. Those fellows worked on a share-the-profits
system or something trying to make a living.

Senator MALONE. They were doing that, perhaps-
Mr. KISER. To survive.
Senator MALONE. To survive until something could be done.
Mr. KISER. Now, the district as a whole is not proud of that and in a

miner's terms they are not a damned bit proud of it.
Senator MALONE. In terms of where I come from and in terms of my

own way of expressing it, it makes me sick to think that the Congress
of the United States will let this continue, will let an act be extended
that has no intention whatever of taking care of domestic industry.

Mr. KISER. This whole thing became a political football and has
been kicked around some 3 years and we are beginning to have the
same opinion you do.

We have to produce about a 5-percent grade of zinc in order to
break even. That is rather hard. The average in the district, I would
say, is about 4 percent. At $68 or, that is, $2.72 a rock ton on 4 per-
cent, your royalty is 10 to 121/2 percent and your milling cost runs
from 95 cents up and some fellows have to have the ore trucked in.
You get a mining cost of $3.22.

Senator KERR. A mining cost of how much?
Mr. KISER. $3.22. Mining and milling.
Senator KRR. $3.22?
Mr. KIsER. That is right.
Senator KERR. For how much?
Mr. KISER. A rock ton. That is mining and milling.
Senator KiRR. And that is about 4 percent ore?
Mr. KISER. That is about 4 percent, so therefore, you have to have

about 5 to break even, and 5 percent ore is rather scarce, sir.
Now, we have a large volume of low-grade ores in the tri-State

district.
Senator KERR. Is it a fact that at a reasonable price there is a vast

quantity of ore there yet to be processed?
Mr. KisER. Definitely. I am in that situation myself, as a small

operator.
When I say we produce a low-grade ore, I don't mean low in quality,

but a low percentage of ore. We produce a very high-grade ore.
Even though we might recover 5 percent of it, the quality of that ore
is the best.

Senator KERR. What is the price of the ore per ton?
Mr. KiSRw. The concentrates?
Senator KERR. Yes.
Mr. KISER. Zinc ore is $68 on the open market, and lead $184.
Senator KERR. Sixty-eight dollars a ton.
Mr. KISER. For zinc ore. That is concentrates.
Senator KERR. And it costs how much to mine and mill your rock

per ton?
Mr. KIsER. I would say a minimum of three and a quarter. That

would depend on where you got your rock.
Senator KERR. What is the average?
Mr. KISER. I'd expect $4 would be an average of mining and

milling.
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Senator KERR. Four dollars, and you have to mine 25 tons of rock
to get a ton of concentrate?

Mr. KISER. That is right; at 4 percent.
Senator KERR. You hava a $100-a-ton cost in your concentrates and

a selling price of $68.
Mr. KISER. But you have overlooked some royalty there, Senator.

We have to pay our royalties, but they are included-yes, they are
included. I follow you now. Excuse me.

Senator KERR. The more business you do, the quicker you go broke.
Mr. KISER. That is right.
Now, including myself and a lot of other small operators and a few

of the large companies, they have had to abandon portions of mines
or completely abandon mines. In other words, take the bright spots.

Senator KERR. What percent of the operations are inactive at this
time?

Mr. KISER. I would say 50 percent.
Senator KERR. Are they operations that represent 50 percent of

the labor force?
Mr. KISER. I think so.
Senator KERR. You heard Mr. Herres say that he thought the best

relief would be a measure to limit imports.
Mr. KISER. Definitely; yes.
Senator KERR. What is your recommendation as to the best thing

to do, limit imports or a tariff covering the differential in cost of pro-
duction, or what?

Mr. HERRES. Senator, I am not too well informed on this, but my
personal opinion would be to let the thing die. But certainly we of
the tri-State district would like

Senator KERR. To let the act die, in itself, as I see it, wouldn't solve
your problem. As Senator Malone said, and as you know, if this act
isn't renewed, we still have these trade agreements in effect under
which you have the import situation which now bedevils you.

Senator MALONE. I hope that if the act dies, the President would
see the point -then of canceling these trade agreements and allowing
it to go on a policy of fair and reasonable competition.

Senator KERR. He presses very hard for the extension of the act.
Senator MALONE. If we don't get it that is another thing.
Senator KERR. Suppose Congress extends the act and he doesn't

extend the contracts? Then, they have no relief.
Senator MALONE. Then we, as Congress, go right in and pass an

act?
Senator KEm. That is what I am talking to him about.
Mr. KISER. Senator, I didn't get my statement finished. Maybe

through limited imports, but certainly we would like to be put on an
even basis with our foreign producers. We feel just even would be
sufficient.

Senator KERR. If the imports were limited to the amount that do-
mestic production couldn't produce at a reasonable price, wouldn't that
have a tendency to bring that condition about?

Mr. KISER. I think so.
Senator KERR. I thoroughly agree with you that you have to have

remedial action, and I think it has to be by positive legislation.
Mr. KISER. I think so.
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Now, Senator, you realize, a practical miner is almost a layman, but
we know what we need to survive, and we don't want to have to walk
on somebody else. We don't want the edge on anybody else. What we
want is an even break. And I don't think that is asking too much.
We contribute-I say "we," I mean the employees and employers who
pay taxes to support your own good United States, and why take the
money that we pay, to support foreign trade?

Senator KERR. Well, as I see it, actually, the solution of your prob-
lem is disassociated from the program of foreign trade, other than
to the extent that the foreign trade creates your problem.

Mr. KisEa. I think that is right, definitely.
Senator KERR. I can understand how there would be a basis for the

promotion of foreign trade that didn't injure you or some other
American industry, as being a field of thought and operation, sepa-
rate and apart from the solution of your problem. I think that your
position-and with it I thoroughly agree-is that you are opposed
to foreign trade which is stimulated by a Government program and
the result of which is destructive to your industry ?

Mr. KIsER. That is right.
Now, I realize, too, that there could be laws passed or not passed

which could affect us but are manipulated so that they didn't. We
need to have something done. This thing just drags on and on.

Senator KERR. You need a better situation in which to do business
or you are not going to be able to do business, and what you are
interested in is Congress doing whatever it takes to bring that about?

Mr. Kism. That is right.
Senator KERR. Is there anything else you want to say? As Senator

Malone said, this record is going to be the basis of considerations
before the Congress in their deliberations on taking action on this
matter and for your interests and the interests of those who are inter-
ested in your interests, we want you to make the record based on
facts that you think supports your position.

Mr. KISER. I think we should include labor some more in this thing.
Actually, I guess I am one who came up the hard way and speak some-
what for the laborers. Some people say, "Well, let those boys go
somewhere else to work." They have homes and families and if they
move off and break their families up-it isn't just as easy as that, to
just run up to Washington or somewhere and get a job. The man
is experienced in his line, but he doesn't fit anywhere else too well.

By the way, there are two major unions who endorse this deal,
they realize there has to be something done. They have approved
one contract with a major company for, I believe, $11.20 a day top
pay, and another major union that has a contract with one of the
large producers, is $10 a day. Personally, I pay $9.75 and I am not
proud of it. You will find fellows in my class who pay $5 or $6 a
day, and this one deal of $2 is all I heard, but that is ridiculous.

Senator MALONE. They are just trying to hang on.
Mr. KISER. Sure. That's all any of us are doing. I normally

work about 14 men. I have worked as many as 23, and now we have
6.

Senator MALONE. How many people in that entire area are nor-
mally employed when things are going fairly well?
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Mr. KISER. I would say directly and indirectly with the mines,
about 4,000. Now, I don't mean miners, but the pertinent industry
in the whole area. I would say about 2,000 are there now.

Senator KERR. It is one of the important zinc and lead mining areas
of the United States.

Mr. KISER. Definitely so, and it is an area that can step its pro-
duction up, almost immediately with a proper price, unless it has
been allowed to flood. There is an untold amount of low percentage
ore within the Tri-State district.

Senator MALONE. Well, I only have this to say to you-and I agree
with you that this idea that the State Department has, these theoreti-
cal hand-raised economists and engineers and ambassadors around
Washington-that we should appropriate money and move these
people some place else and compensate the investor who uses his
money by virtue of these trade agreements, is poppycock. That is
my personal opinion.

Mr. KISER. Well, they wouldn't like to be told to get up and leave
their homes and families.

Senator MALONE. The reason I say that is this: For 100 years,
almost, we developed this entire country on the basis of fair and rea-
sonable competition, and would regulate foreign trade on that basis.
Sometimes we are wrong on particular items. Sometimes it didn't
work out so well, but it was a principle laid down. And that de-
veloped the whole country. If these people in New York and Wash-
ington now have their way, and had their way at that time, there
would be no Oklahoma. The buffalo would still be out there, and
the antelope out in Nevada running wild. They wouldn't develop
that country. We are trading under this 1934 Trade Agreements
Act-I call it a monstrosity-we are trading the production indus-
tries of this Nation, like your own, for a bunch of brokers on the
waterfront, who take an override on everything that goes through
the ports, both ways, without producing anything. About a 10 per-
cent or 5 percent override, and they don't care where it is produced.

Mr. KISER. May I add here that the average miner is well aware of
that. You might say he is illiterate. He isn't. He is pretty sharp.
They read the papers and see television and listen to the radios and
they make just about the same statement you have made.

Senator MALONE. I have worked in the mines with a shovel. I didn't
have very much machinery, at that time. It was along in 1915 and
1916. I was a boilermaker's helper at one time. I can talk your lan-
guage. But, even if I had nerve, I am for the development of this
country. I lived in Oklahoma at one time down on that Washita River
in 1907 or 1906, whatever time it was, where they have that red land,
where it looks like somebody is bleeding, after the rains.

I don't know very much about your business down there, but I don't
need to. What I am in favor of is for the miners and the textile people,
the machinery, the machine tools, the crockery, the glass workers, and
everybody to stay in business with a reasonable protection, that dif-
ferential between the cost of production in this country and that in the
chief competing nation.

Now, if you need more protection than that-in other words, if there
is something wrong with the business, then probably there would have
to be a special reason for keeping you in this business. But when that
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differential in cost of production will keep you in that business, I think
we are derelict in our duty in not providing it, and we can provide a
special act, tomorrow.

I have had, Senator, a bill before this Congress continuously since
I have been here--and it is right in this committee, now, that would
reorganize that Tariff Commission, call it a Foreign Trade Authority,
and give them full authority to determine the basis of fair and reason-
able competition, at all times. And forget all this poppycock of giving
one man the privilege of remaking the industrial map of the United
States of America, in his own image, to allow more imports through
lower duties in one industry and build up another industry theoretic-
ally, by selling the product abroad and getting the dollars that they
secure through their increased imports in the other industry. I think
it is an idiotic thing to start with, and because we are continuing it
doesn't make it right.

All you have to do is to let the Trade Agreements Act expire. Ev-
erything that is not already under a trade agreement goes back to the
Tariff Commission, an agent of Congress. On that basis I have al-
ready explained it several times today-I am amazed more people
don't understand that. You do have a trade agreement on lead and
zinc. Therefore, on anything on which there is a trade agreement, the
President would have to cancel the agreement by serving notice on the
Nation with which it was made, and then within a reasonable time--
and the time is in the contract, 6 months generally speaking-it goes
back to the Tariff Commission on that same basis. But immediately
when you allow this act to expire, the State Department can make no
more agreements, and the General Agreement on Tariffs and Trade
is disbanded for all practical purposes, because we are not
sitting down in the game. You know what all these trick organiza-
tions are, the General Agreement on Tariffs and Trade, this new assem-
bly resolution of the United Nations creating another worldwide trade
organization, the International Materials Conference created by the
State Department, they make up an international poker game that
doesn't go on unless we sit down in it and put our markets in it. And
we have the only markets. For 100 years we have built them up. So,
I thoroughly agree with you. All you want is a fair and reasonable
competitive chance to survive.

Mr. KISER. That's right.
Senator MALONE. I am in favor of giving it to you. This Con-

gress could do it in 24 hours. You have read all the papers. Your
people have read them. You know what the Congress contemplates
doing, is to carry right on the thing that has broken you, without any
change whatever. We are talking about an escape clause, peril points.
If you ask the Tariff Commission to establish a point below which an
industry is imperiled, then when the State Department makes an agree-
ment, if it takes that peril point, which it seldom does, it makes a 3-
year agreement-there is no way to get out of it except for the Presi-
dent to cancel it-and there is no way to correct what they do. Then
almost immediately the foreign nations in the agreement-and I have
studied this thing for 8 long years back here-it is what I came here
for-change the value of their currency which throws the agreement
out of gear, or they impose an exchange permit in which you can't get
the exchange, or the money, unless they tell you you can bring that
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product in, or they have an import permit, or all three. Most of them
have all three, and they nullify immediately the effect that any trade
agreement might have on them. It is a one-way street from start to
finish. There is no question about it. And to see men like you, who
have grown up in an industry-and I know thousands of them not
only in the mining industry but in these other industries-confronted
by this constant threat of being ruined and your enterprises destroyed,
it is a sickening proposition to even consider extending the act.

I sincerely believe that if the people of this Nation understood what
Congress has been doing for 21 long years and are still doing, the
full import of it, they would move on this town. They wouldn't even
wait for an election. I don't think they would. I know if I was in
the mines and I understood what they are doing to me I would join
in the movement.

I appreciate your coming here. I am speaking for the committee,
I think. If you have any further information that you think would
be helpful to us, after you go home tonight, if you will send it to the
committee, it will certainly appear in the printed record if you have
any additional facts.

Mr. KISER. I don't have any in mind right now, but I would be
happy to supply anything you might care to ask for.

Senator KERR. We would be glad to have you supply any that you
want to, providing you do it within the next week or 10 days and we
can get it in the record as part of your statement.

Mr. KIsER. Very well.
Senator KERR. Thank you very much.
Senator MALONE. I personally appreciate your appearance here.
That completes the hearing today, and we will recess until 10 o'clock

tomorrow morning.
(Whereupon, at 9: 35 p. m., the committee adjourned, to reconvene

at 10 a. m., Wednesday, March 9, 1955.)


