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TRADE AGREEMENTS EXTENSION

WEDNESDAY, MARCH 2, 1955

UNITED STATES SENATE,
ComuITTEE 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 CaaRMAN. 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.

(H. 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 House 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. 8. ., 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. 8. 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

1




2 TRADE AGREEMENTS EXTENSION

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 existinz 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, 1953, decreasing by more than 50 per centun 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, 1953, decreasing (except as provided in
subparagraph (E) of this paragraph) any rate of duty below the lowest
of the following rates:

“(i) The rate 13 per centum helow 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 Agreenments Extension Act of 1951, as amended (19U. 8. 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 case of any article subiert to an ad valorem rate of daty
above 50 per centum (or a combination of ad valorem rates averesating
more than 50 per centum), the rate H0 per cenfum ad valorem (or a
combination of ad valorem rates acgregating 50 per centum). In the
case of any article subject to a specific rate of duty (or a comhination
of rate« including a specific rate) the ad valorem equivalent of which
has been determined by the President to have been ahove 50 per centum
during a period determined by the President to he a representative
period, the rate 50 per centum ad valorewn or the rate (or a combination
of rates), however stated, the ad valorem equivalent of which the
President determines would have heen 50 per centum 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 preceding sentence. ’

“(E) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, to which the 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 centuin any rate of duty existing on Januars;
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 centum of the rate existing on July 1, 1955, the
amount of decrease becoming initially effective at one time shall not exceed
J per centum of the rate existing on July 1, 1935 ;

“(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

*(iil) 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 decreaxe 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 beging 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 (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 centnm specified in clause (ii) of the pre-
ceding sentence shall be determined in the same maunner as the ad valorem effect
of rates not stated wholly in ad valorem terms is determined for the purposes
of paragraph (2) (D) (iii) of this subsection.

“(4) In exercising his authority under this section, the President shall avoid,
to the maximum extent he deems practicable and consistent with the purpose
of thix section, the subdivision of classitication categories.

“(5) Subject to the provisions of section 1 of the Trade Agreements Extension
Act of 1951 (19 U. 8. (7, sec. 1362), duties and other import restrictions pro-
claimed pursuant to this section shall apply to urticles the growth, produce, or
manufacture of all foreign countries, whether imported directly or indirectly:
Providcd, That the President shall, as soon as practicable, suspend the applica-
tion 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
proclamation made pursuant to this section.”

(b) The last sentence of section 350 (b) of the Tariff Act of 1930, as amended
(19 U. 8. 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 hy 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 he 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. 8. 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)” qnd
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 subsgction (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. 8. 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. 8. C., see. 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. 8. C,, sec. 1363 (b)), is hereby amended by striking out
the second sentence thereof.

Passed the House of Representatives February 18, 1955.

Attest:
RArLPH R. ROBERTS, Clerk.

The Cuarraran. 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 to
appear 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 :)

ExXECUTIVE OFFICE OF THE PRESIDENT,

BUREAU oF THE Bupger,
Washington 25, D. C., March 2, 1955,
Hon. Harry F. BYRD,
Chairman, Committee 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, gg
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, a< the DPresident
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 would be in accord with the
program of the President and is recommended.

Sincerely yours,
RowraNp HuGHES, Director.

DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington D. C., March 8, 1955.
Hon. 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
commiittee 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 ig, of course, familiar with the issues involved in the imports of
petroleum and natural gas, tuna and other fishery products, lead, zine, 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) DoucrLas McKay,

Secretary of the Interior,
The CrarmMaN. 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. Burz. Mr. 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, he 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 UTnion address indi-
cated the broad responsibilities which we carry and the spirit in which
we should move forward.

We must expund 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 heurtening. 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 .\greements 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 no“;
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 leve]
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 wi]] have a
stabilizing effect and increase confidence throughout the free worlq,

The Trade Agreements Extension Act of 1955 opens several avenueg
down which we may travel to effectuate a trade policy that will best
serve the interests of American agriculture and industry. Tt is
desire today to list what I believe to be the main benefits to our
country which may result from the passage of this legislation.

—— e —— i
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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 amplity this
latter pont.

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.

What has been happening to our exports of farm and nonfarm
products during this same period?  Kor the last 6 months of 1954, the
dollar value of total exports was $7,303 million as compared with
$7,595 million during the comparable months of 1953. This repure-
sents a decrease of almost $300 million in exports in 1954 from the
1953 level. Our imports for this same period dropped some $265
million, as previously indicated.

As you members of this committee well know, the Department «f
Agriculture has heen emphasizing strongly during the last 15 months
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 1952. In July-December 1953, our farm exports
were $29 million more than for the saie 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 $1,5532 million.
The decline in the value of our total exports, mentioned above, was
entirely attributable to the drop in our nonagricultural exports.

The point I wish to call particularly to your attention i that
under PPublic Law 480, which you so wisely enacted last year, we are
entering into competition for world markets, rather than settling
for the role of the world's residual supplier. Iowever, if we hope to
maintain this higher level of farm exports, foreign countries 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 harriers on
industrial products with Japan and other countries which buy large
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 bhefore
we enter into any trade negotiations—I. e., these trade negotiations
must be mutually beneficial to the United States and to the other
party or parties. Under the trade agreements prograny, concessions
have been obtained for many farm products which we customarily
export from the United States in any 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 United
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

y



VA

8 TRADE AGREEMENTS EXTENSION

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 ot 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 g
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 cyp.
rent tariff negotiations with Japan under the present Trade Agree-
ments Act.
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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 uantities
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 legisiation provides for reciprocity, and in the
program’s administration the principle of true reciprocity will be 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-
vides the means for deing 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 provides desirable safeguards to agriculture. The legislation
contains provisions which make it clear that trade agreements cannot
be used to modifyv any import restrictions imposed under section 22
or to limit the authority to impose import restrictions under section
22 of the Agricultural Adjusiment Act, as amended. Thus, our do-
mestic farm programs will be protected from disruptive rates of in-
crease in imports.

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

For the foregoing 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 CaarryaN. Thank you very much, Mr. Secretary.

Any questions?

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

Senator MrLLixin. 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. Burz. 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 Miruikin. 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. Burz. Yes. Over a period of years, nearly half of our imports
of farm products are what we call noncompetitive farm produects.
That includes such things as coffee, tea, rubber, bananas, cocoa, that
we import 1 very substantial quantities and some hard fibers, too.

wenator MiLLIKIN. Those we want irrespective of the reciprocal
trade system. They are on the free list.

Mr. Burz. Yes;they tend to be that.

Senator MILLIKIN. %‘here is no movement to put any of those prod-
ucts on a tariff-carrying basis; is that correct ?

Mr. Burz. Yes, sir.

Senator MirLIKIN. So that has nothing to do with the immediate
problem before us.

Mr. Burz. 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 perlod. What is your theory
explaining why those rates have remained over 50 percent during
the whole life of the reciprocal trade system ? °

Mr. Borz. I don’t have the information to answer that question
Perhaps Mr. Burmeister does. )

Mr. BuramzrsTer. 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 MiLuixin. We have had the opportunity.

Mr. BURMEISTER. Yes, but we did not negotiate with certain coup-
tries.

Senator MiLLikiN. Have you made a study of those rates that capy
more than 50 percent to determine Ay

Mr. BurmErster. I haven't, no, sir.

Senator MriLIkIN. To determine whether they are really blockine
trade or whether they are considered necessary for the proper safe.
guarding of trade? ‘

Mr. Brraerster. T recall a small listing of those products T thi, 1
by the United States Tariff Commission. I believe it was 1agt Vel N
But I have not made a study of the problem, Jear.

Senator Mmuraxin. Isn't it a fact that many of those rates ov
50 percent are rates which, despite the fact that they are Ogver‘gr
percent, continue to admit of imports? 0
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Mr. Burmeister. That is true.

Senator MiLLixin. So that the H0 percent is not a magic figure from
which you can assume that all rates over 50 percent are wrong

Mr. Buryreister. No, sir.

Senator MirLikin. The past administration has been very strong in
favor of reducing rates. They have had the opportunity to negotiate
with the countries of the world. 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 ?

Mr. Brrarerster. I think that would be true in certain cases.

SNenator MiLLixix. So that you wouldn't say that a H0-percent rate
isin and of itself an evil rate and must be reduced /

Mr. Burarrster. I wouldn't say that.

Senator MiLLikin., Orarate that ismore than that?

Mr. Burateister. 1 wouldn't say that,

Mr. Burz. The act does not imply, and the passage of the act would
not automatically mean, that the rates would be brought down below
50 percent. It authorizes the negotiating teams to negotiate in that
area.

Senator Minnikix. They have the right to negotiate in that avea
anyhow’

Mr. Burz. That isright.

Senator MiLLikin. If there is not some sort of an implication that
the rate over 50 percent is wrong, there i no purpose in having it in
the act, because the administration is at liberty to negotiate any rates
that still remain ; 1s that not correct?

Mr. Burz. Yes, sir.

Senator MiLLixin. Now, as to articles that are being imported into
this country in negligible quantities, perhaps it is necessary to keep the
rates and certain other limitations that do not allow a larger impor-
{ation 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. Burz. That is conceivable. I am sure the Trade .\greements
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 MiLuigiN. 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 comes in here in negligible quantities,
{hat may be a highly desirable thing under all the circumstances.

Mr. Burz. It could conceivably be. .

Senator MiLikin. Again, I am driving to the point that there is no
automatic harm in the fact that something comes in Lere in negligible
quantities. ) .

Mr. Burz. You are right; it doesn't follow automatically that it 1+
wrong. )

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

Mr. Burz. Indeed.

50884—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. Burz. That is correct.

Senator Mmurxin. 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. Borz. 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. Burz. Correct.

Senator MirLikiN. What are foreign countries doing in the way of
welcoming our own experts of agricultural commodities?

Mr. Bourz. 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 MrLLikIN. 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. Burz. 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 foreion
countries in agricultural commodities? °

Mr. Burtz. 1 can speak in general terms, using 2 or 3 countrv illus-
trations. Cuba has made a rather substantial concession to rice im-
ports into Cuba from this country under the Reciprocal Trade Agree-
ments Act. We have had some concessions from Canada on fresh
fruits and vegetables. Perhaps Mr. Burmeister can name some
others.

Mr. BurMmEIsTER. Senator, there are 34 countries in the general
agreement at the present time and many of them have made co?lsider_
able concessions on our agricultural products.

Senator Lone. 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. Burz. We will insert those figures in the record.  We don't Liave
them here.

(The information requested is as follows:)

From _1944 through 1_950 expor‘ts of Un.ited Stfltes rice to Cuba maore than
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 marketings, while at the samé
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time, domestic rice production in Cuba has been increasing. Cuban acreauses
devoted to rice in 1954 were almost double those prior to 1950. Where 5 years
ago, Cuba was producing about 15 percent ot 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 will 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 (‘uban 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 acreement Cuba was to
announce on July 1 each year a basic quota of 334 million quintals for entry into
Cuba at a low-duty tariff rate and a supplementary deficit quota equivalent to
662, percent of the addition amount needed together with domestic rice pro-
duction to meet the consumption needs of Cuba. Then on the following March
15 the remaining 331 percent of the deficit was to be announced adjnsted for
trends in production and consumption.

On July 1, 1954 the basic quota of 314 million quiutals was announced by Cuba,
but no suppleniental 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 vear were to he has heen 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 on March 15, Unofficial estimates given by
the Cubans in respect to their 1934 rice production and consumption have heen
quite at variance with the statistics gathered by the United States from several
gources. The Cubans have been pressed to either announce a supplemental
quota immediately or, if their intentions were that they would not issue addi-
tional gquotas, that such an announcement be made and the data upon which
such conclusions were hased be made a part of the announcement. No 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
mm fact a quantitative restriction on rice imports. If no low-duty quota is
forthcoming prior to July 1, 1955, then the 1954-35 imports of rice from the
United States will fall to 3,230,000 hags which will be materially below the totals
for some years,

United States caports of milled rice to Cuba, 194445 to 1953-51 (August=July)

Exports Erportas
(1,000 bags (1,000 baga
of 100 pounds) of 100 pounds)
194445 194950 __ e 6,119
194546 1950-51___ . ____ 6, 965
194647 1951-62_________ . __ a.118
IMT48 5,267 | 195203 - e 1, 876
1904819 195304 - ___ 4,755

Source:.Burean of the Census; Grain and Feed Division, Foreign Agriculture Service,
U 8. Department of Agriculture.

Mr. Burz. On the other hand, they give us a preferential tariff
{reatment on rice from this country. _

Senator Loxe. I believe you will find that they have heen buying
less and less American rice and demanding the right to sell more
and more sugar at the same time. ] ) .

Mr. Burz. But they are giving us a tariff concession on rice that
they buy from us. ) _

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

Mr. Burz. 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. Burz. I think the answer to your question hinges arouud the
use of the word “substantial.” If you interpret it the way I think
you do, the answer is “No.”

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

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

Senator Mirigrn. That is all. Thank you very much.

The CuatraaN. Any further questions?

Senator Grorgr. 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. Burz. Yes,sir.
Senator Groree. 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. Burz. 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 Groree. 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 18, 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 oy
otherwise, trading with people behind the Bamboo Curtain or the
Tron 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 regurdless of
whether it is a popular view or an unpopular view—that there is 10
ultimate way of escaping keen competition from Japan in our market
and in_neutral markets in which we both trade, unless Japan can
reestablish her trading relations with parts of the world wit], “’11(;111
many people in this country feel that Japan should not be tyadine

I am not in opposition to what you said regarding Japan. There

- 1s, of course, an obligation resting on us in a peculiar way so far gg

Japan’s economy is concerned, and T think we must all realize, who
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have any familiarity with this problem, that Japanese competition
is growing keener and keener and keener in this country already,
and it wilfconstant]y 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. Borz. T 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
oods in this country and receive dollars for them, ultimately those
dollars come back to buy something else made in this country.

Senator GEorcE. I recognize that. Yet it is very diflicult for the
manunfacturers in this country, let us say, of textiles—I lappen to he
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 diflicult for
the textile manufacturer in this country to escape the feeling that he
is doing more than his part in rehabilitating Japan and in enabling
her to earn more dollars.

It seems to me the only sensible, long-range policy is one which must
be carried on not merely through trade regulations, throngh negotia-
tions of trade agreements, but through a willingness here to encourage
Japan to reestablish markets in aveas 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 ix 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. i

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

Mr. Butz. That is approximately correct. T have the ficures here
if you want them.

Senator CarrsoN. 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. Burz. 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 agrieultural
exports increased approximately 4 percent, and from 1953 to the
current fiscal year 195455, we estimate they are going to increase
approximately 10 percent.
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Senator Carrson. 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. Burz. Roughly, it would be approximately 4 million to 5
million acres equivalent.

Senator Carrson. 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. Burz. Yes, sir.

Senator Caruson. 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 1s 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. Burz. 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 Cuamrman. May I ask this question. Do these figures include
the value of food that we have given away, exported ?

Mr. Burz. Yes.

The Crammman. 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. Burz. 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 195051 through 1954-55

[Million dollars}
Program 1950-51 1951-52 1952-53 1953-54 | 1954-551
Grants*
Fore%n ({perauons Administration:
egular . ______ .. . . ____________.. 376 250 220
Speeiald ... 1 107 150
Army civilian supply program 4. R 58 24 3
USDA—sec. 416 donations 5. ... ... ... (©) 67 133
Total. .. ... 436 448 506
Loans:
Pakistan and Afghandstan__.___ ... . ____ . | ... 16 .
Spanish_____._..._______. . . T U I R

Indwgrain.__.____ ____
Export-Imporl Bank 7

Sales for foreign currency:
OA--sce. 8502 ... ... .. _. el - . 125

FOA—sec 4028 . . . __ 350
USDA—Public Law 480, title 453
Total . .. O N 116 928
Barter (Pubhic Law 480, tatle IID) 10 ____________ . _ R I 200
Export subsidies:
Sec. 32 11___ 24 17 12 13 4
IWA R . 100 128 121 51 31
Total . ... 124 | 145 133 64 \ 35
Grand total ... 1,326 ( 999 665 | 741 ‘ 1,744

11954-55 actual expenditures will be less than the 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 1s difference hetween procurement authorizations and paid ship-
ments at start of year; [und July-December obhigations for programs outside Sec. 402 of $15 million.]

31953-54- East German relief, Famine relief, Operation Remdeer; 1954-55, estimated $150 million commit-
ments Public Law 480 title II (1including Operation Pomnsettia).

4 Shipments for all years; 1454-55 through Decermnber
p s Export values cxcept 1954-55 which represents dollar value of CCC disposition commitments through

anuary.

6 Less than half.

7 Disbursements except for 1954-55 which 1s value of commitments through Mareh 1.

5 Obligations through December for foreign currency sales under sec. 402 of Mutual Security Act of 1954;
part of this total will be exported in 1955-56.

¢ Budget Bureau ceiling for 1954-55; part of this total will be exported 1n 1955-56.

10 Expected commitments 1954-55; part of this total will be exported 1n 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 1n methods of valuation, value com-
parisons among programs and total do not apply to quantities of commodities inolved.

Source: Trade Statistics and Economic Geography Branch, FAAD-FAS-USDA—March 4, 1955.
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The Cuatrvan. 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. Butrz. Yes, sir. .

Senator WrLLiams. 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. Burmrzster. They are carried at the sale price.

Senator WiLLiams. 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. Burz. 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] !

Total Sales under
Season exports 2 IWA3
é\hl’lli(;n Million
ushels ush
Average 1934-35 through 1938-39. _______________________ .. . _____ 45 2 bushels
1945-46_____ R .- 389.6
1946-47_ 396.7
1947-48_ 485 4
1948-49___ 54 0
1949-50 305 4
1950-51__ ... ______ 366 0
1951-52___ 475 0
L 317 1
1988-84 . L 216 6

July-January 1954-55 . 4146, 5 5835

1 Includes wheat, wheat flour, macaroni, and semolina.

2 Compiled from monthly reports of the Bureau of the Census, U. 8. Department of Commeirce, or
marketing scasons beginning July 1 and ending June 30. 4

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,

5 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 havine
rather serious problems. I wonder if you know ofthand about how
many million bushels you have exported under the International
Wheat Trade Agreement Program the last year or anticipate thig
current fiscal year.

Mr. Burmeister. I don’t recall the figures offthand.

Senator Caruson. If you have it, I will be glad if you wil) put it
in the record.

Mr. Burz. We anticipate a total of approximately 230 nmillion
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. Burz. Approximately.

Senator Carrson. Two or three years ago we were exporting as
much as 450 million bushels.

Mr. Buraeister. That 13 correct.

Senator (Carson. There is another phase that gets into agriculture,
of course, and that iz 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,
nieat and live cattle?

Mr. BurmreistEr. You understand that the border has just been
opened for Mexican cattle.

Senator CarLsonN. That is correct.

Mr. BurMEsTER. The Mexican Government bas placed a quota on
the exportation of cattle to this country of 346,000 heads; 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 6 months,
Due to the fact that at least 1 State exported its G-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
9 months will run about 140,000 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 CarLson. On that basis, we are 2 months in the new year—
January and February—and we have imported approximately their
full quota for 6 months.

Mr. Burmeister. 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 CarrsoN. In other words, they are mature cattle.

Myr. Burarerster. That is right.

Senator Carrson. What concessions did we get 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 Caruson. I think that is all, Mr. Chairman.

The CuatrMaN. Senator Barkley?

Senator Barkrey. Can 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. i

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

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

Senator Bargrey. I understand that.

Mr. Burz. 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
gxgmrts of grain and feeds compared with $549 million the year

efore.

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. .

Se?lator Bargrey. Taking tobacco, in which my State, as you know
is profoundly interested, how does the dollar value compare with the
poundage of exports? Is there a variation there between the two?

) %\Ir. Burz. The poundage also is larger this year than the year
efore.

Senator BaArkLEY. You say we have trade agreements now wit], 34
countries.

Mr. Burmeister. That is correct.

Senator BargLEY. Are there some countries with which e pre-
viously had trade agreements with which we have none now?

Mr. BURMEISTER. Yes, sir.

Senator BargrLey. How many of those countries?

Mr. Burmeister. I will have to count them up. ~Mexico is one, T
know. There are some of the Iron Curtain countries with whicl,
do not have a trade agreement. I don’t have the figures wit}, me °

Senator BarkLey. During the previous hearing on one of thes

revious extensions of the Trade Agreements Act, when I was 3 mexﬁe

r of this committee, it was stated that our trade with the countri&;
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
1S trne now?

Mr. Buryrister. Yes, sir; I believe that is true now.

Senator BarkrLey. 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 BarkrLey. 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. Burmerster. I don’t believe we have attempted any agreements
in the last 2 years,

Senator BarkrLey. 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 T 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 Barkrey. 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. Burz. We certainly think so, Senator.

Senator Barxrey. I think that is all, Mr, Chairman.

Senator MiLLikix. Mr. Chairman, may I ask a question, please?

What do the Japanese pay for our wheat?

Mr. Burz. They pay the world price for our wheat. It is running
currently around $1.75 to $1.80.

Senator MrLLikix. What does our domestic manufacturer of wheat
products pay !

Mr. Burz. They pay the domestic price, whatever it happens to be.

Senator MiLLisix. Which is what?

Mr. Burz. It varies geographically. It runs around two and a
quarter. .

Senator MirLikin. This is a kind of a mouth twister, but T am
thinking of one case, the product, monosodium glutamate, which is
made by Japan. Japan makes it out of wheat. We can 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 produet.

How would you say that ought to be adjusted /

Mr. Butz. 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

e
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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 can buy the raw product at a much cheaper price than we
can buy it, unless we talke that into account in making our trade agree-
ments, we will put our own people out of business.

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

Senator MirLixin. 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 enlarge their market in this country if they can do so advan-
tageously. Would you gentlemen give that some thought ?

Mr. Burz. Yes.

The CHaRMAN. 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. Burz. 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. Burz. 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. Burz. 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 WrrLtiams. 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. Burz. Yes, indeed, we can do that.

(The information requested is as follows:)

BARTER PROGRAMS
Summary of opcrations, July 1, 1949, through Feb. 28, 1955

Approximate total exchance value of negotiated contracts________ $243, 000, 000
Deliveries of matervials________________________________________ 137, 573, 000
To he delivered ' __ _ o e 117, 427, 000
_—

Agricultural commodities delivered____________________ ____ ___ 152, 218, 000
Strategic and nonstrategic materials delivered___________________ 137, 573‘ 000
" -

EXCeSS oo e 14, 645, 000

a1 To be delivered through June 30, 1956. .

2 Represents excess of agricultural commodities delivered over receipts of
which contractors have provided adequate financial coverage in form of irrevoc
of credit or cash deposits.

Nore.—It should be noted that the manner in which barter contracts are usually cqpri
out prevents us from knowing in advance the particular agricultural commodit s ’th;tr”,'.’d
be exported under the contract. In other words, when a contractor acrees to deli will
million in materials in return for $1 million in agricultural commodities, he ver $1

aterial for
able letters

i i i i i s not re-
»d at that time to designate any particular agricultural commodity he w I
(ﬁgn;nay make selections from wheat, corn, dairy products, etc., fromytime“tl(l)1 tri‘iﬁzn;;

ilable and at CCC determined market prices over the life of his contract, o )
gx"]oama(’» to 18 months from the inception of the contract (usually paralleu;ga‘:]-‘eﬁge?e
schedule of materials and depending om size of the contract). Consequently, CCC does ;ny
ordinarily know what commodities will move under a barter contract until it is Con‘l)fet:.((’lt
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Agricultural commodities delivered to contractors July 1, 1949, through
Feb. 28, 1955

Quantity E pivc:l?]r;ge

\Ch:)l:%at ................................................. o s ?1. 756,000 | $116, 055, 000
Girain Sorghums. _. - _ldo.l: g gg;, 8(0’8 lg, gg; %
'Ii“lat):seed ........... _do.. .. 750, 000 1, 703, 000
CI0 acco.Uﬁ i R § 3,023, 000 1, 765, 000
otton—Upland. _ . __.do__.. 2%, 164, 000 8, 577, 000
Cottonseed ol S Sdo-_ 1| 28237000 2, 632, 000
PeANULS. oo S do-.- 360, 000 "33, 000
Totel - o] 152,218 000

Note.—Above quantities and exchange values are rounded figures based u P
] ¢ pon operating records.  Con-
sequently, they are subjeet to adjustment upon final accounting and closing of (-ulntr.xclsf, ' o
Matcrials dclivered hy 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, ferrochvome__________________________ $88, 722, 000
Nonstrategic materials:

Fertilizer____________ L __ $46, 956, 000
Raw silk 839, 000
Wool blankets_______________________ . ___.__ 262, 000
Asphalt __ . __ L~ 794, 000

— 48,851,000

Total_ _ _ 137, 573, 0LV

NOTE.—Abhove exchange values are rounded figures hased upon operating records. Con-
sequently, they are subject tuo adjustment upon final accounting and closing of contracts

Senator Wirrrams. Under Public Law 480.

Mr. Burz. Yes. We have had a rather vigorous barter business.
The first 6 months of the current fiscal year it was almost $100 million.

Senator Wirriaas. Would you supply us with the complete list of
what you gave and what you received ?

Mr. Burz. We will be glad to insert that in the record.

Senator MiLrikin. 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. Burz. Our Foreign Agricultural Service has a complete list of
those agreements.

Senator MirLixin. Will you provide those for the committee?

Mr. Burz. Yes; we can do that.

(The information requested is as follows:)

BILATERAL AGREEMENTS OF IMPORTANCE TO AGRICULTURAL TRADE

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-

iii
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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 g wide
range of industrial items, but also include malt, hops, and seed potatoes,

Brazil-France—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 yeﬁnery, 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 purchage 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 Cubynp Guy-
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ernment 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 alsc 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 hetween
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-Austriun tradc agreement.—In summary, the principal terms of this
agreement are:

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

2—Anustria 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 hoth 1954
and 1955 and to provide for consignment marketing in Austria of (‘'uban 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 beewax, pineapples and grape-
fruit, tripe, rum, sponges, palm leaves, and other produects.

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 ugreement was signed
May 11, 1953, and is to continue in force 2 years unless previously terminated
by either party upon 6 months’ notice.

Colombia-Swedcen agreenment.—Colombia signed a new agreement with Sweden
on February 8, 1954, wherehy 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 prohihited 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.

Colombie-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 ; tohacco, $0.350 million ; sall, sulfur, and miscellaneous products. Co-
lombia expects to obtain from Uruzuay 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.

Colombia-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 toba_\cco.
In return Colombia will buy from France glass and china, automobiles, wines,
champagnes, and vermouths. . .

Chilean-Yugoslav trade agreement—Chile and Yugoslavia signed a trade
agreement August 2, 1954, for the fiscal year 1954-55. The commo@xty 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 31t
$950.000. 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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ASTA AND THE MIDDLE EAST

Burma-Ceylon rice agrcement—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 agrcements.—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 agrecment—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 trede agreecment.—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 concessional 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 1051 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 smali
amounts of other Egyptian commodities to Germany. German exports listed
in the agreement represent several industries, largely steel, metal, machiﬂery
and chemical. ’

The Egyptian agreement with the U. S. 8. R. and Rumania could be con-
sidered a barter arrangement whereby the Egyptian currency received fo
petroleum products (principally kerosene) is used to buy cotton. r

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

The Greek-Egyptian agreement differs somewhat. No commodity ligts
included in the agreement but under liberalized import regulatio‘ns o
provides “invisibles,” probably shipping, tobacco and cigarettes, olivey ‘{11(1 liv
oil, raisins, figs, etc. Egypt makes payment largely with rayw (‘Ottuln ‘1' }\.e
Greece reexports. , which

Turkey—Turkey’s economy has expanded rapidly in the postwar
Its development and defense programs coptinue to require large i(n]pm't\‘ £
capital goods and consumer durables are in demand. EXP“l‘tS,rlaruelv f‘““
products and minerals, have not been sufficient to pay for import requir‘em(:ntn‘l
with the result that Turkey currently suffers from a serious cumulative hi\lllll('g‘

are
Greece

beriod.
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of-payments deficit. Consequently recent discussions relative to extension of
its bilateral agreements, which have been an impcrtant 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 goouds to
Turkey as Turkey works off its delinquent credits throuch 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 cominodity lists will be made vp. Japan will make an effort to buy Turkish
wheat and tobacco but no total is fixed for these two commodities. Turkish zoods
to be supplied to Japan specifically include $3 million of cotton and oilseeds,
wool, hides and skinsg, minerals and other products with a combined value of
about $3.5 mwillion. Japan will export diverse manufactures to Turkey, particu-
larly cotton piece goods, machines and accessories, iron and steel, and tires
and tubes.

EUROPEAN AGREEMEN1TS8 WITIH NOW-COMMUNIST COUNTRIFS

France-Wcest Germany.—The most recent exlension ol the trade agreement
between France and West Germany of January 14, 1933, covers the i-ionth
period October 1954-March 1955. Most important for acriculture is the provision
showing an annual French wheat export commitiment of 500,000 metric tons, as
compared with 250,000 metric tons provided for in the January 14, 1953, agree-
ment. The list of agricultural products to be sent from France to West Germany
also includes, among others, a quota of 54,000 metric tons of crains other than
wheat, and meat and slaughter animals to a total of 26,250,000 deutschemarks
(about $6.2 million).

Prance-Grecce.—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, 4000 metric tons; dried fizs, 500 wetric tons;
sweet wines and must, 5,000 hectoliters.

France-Spain.—The Franco-Spanish trade agreement for the period November
1, 1954-October 31, 1955, permits the importation into France of 220,000 metric
{ons 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-Pakistan.—The Franco-Pakistan trade acreement for the period Janu-
ary 1, 1954-June 30, 1955, contains, among the list of agricultural items for
export from Pakistan to France, 30,000 metric tons of cotton and 3,000 tons of
cottonseed 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 tor}s
of feed grains, 100,000 metric tons of rye, and %5 million worth of linseed oil.

West Germany-Denmark —The Danish-West German trade agreement for the
year 1954 contained the following guotas, amonz others, for imports ir}to Ger-
many: Pork (or live pigs), 20,000-25,000 metric tons; 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, Wes_t Germany under-
took not to impose quantitative restrictions on the following, among other,
imports from India: Vegetabhte oils, walnuts and cashews, cotton and tobacco
(West Germany has also liberalized imports of cotton and tobacco from the
dollar area). -

West Germany-Sweden.—The Swedish-West German trade protocol covering
the year July 1, 1954-June 30, 1955, contains _the fullowipg quotas for agricul-
tural imports into West Germany : Wheat, 2.)0.000' 3netr1c tons; rye apr} feed
grains, 50,000 metric tons; in additiou to unspecified, smaller quantities of

r, lard, vegetable oils, and seeds. . .
bu;‘t:sly-Argentinﬂ.—The trade agreement between Italy and Aljgentma. signed
June 25, 1952, to remain in force until December 31, 1958, prqvules for annual
quotas for imports into Italy from Argentina of 500,000 metric tons of wtgeaf,
beginning in 1954 (300,000 tons in 1953), and other [lroduc.ts', almost entirely
agricultural, to a total of $56.1 million, including $15.3 million gf_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——3
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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 ;otton 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 metrie

tons) and tobacco (1,000 metric tons).
TRADE AGREEMENTS WITH THE IRON CURTAIN COUNTRIES

France-Soviet Union.—The present trade agreement was signed on July 15,
1958, 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 cottonr 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. 8. 8. R.

A protocol to the 1948 U. 8. 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. § .8. 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
TFebruary 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 feedstufts, textiles,
and machinery. Total value of the trade in each direction is estimateq 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 Unjon. A private
firm bought 9,000 tons of Russian wheat, and another oil. Payment ways to be
made in cash, in dollars and Swiss francs.

Hungary—A trade agreement covering the year 1954 reportedly callg for
Hungarian deliveries worth $21.3 million, and West German deliveries worth
$20 million. Hungarian deliveries are to m_clude $16.4 rqﬂhon worth of agricy)-
tural products. German deliveries are to include chemicals, textiles, iron anq

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. 8. 8. 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 he 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 bloo

Bulgaria.—Clearing agreement with Bulgaria was signed and went into effect
September 1, 1953, effective until December 31, 1954, to he automatically extended
annually thereafter unless either party denounces it at least 3 months before
renewal date. Bulgaria exports wheat, corn, barley, oilseeds, egzs 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 1933 was as follows :

Chief Italian imports from Hungary

Agricultural :

Cattle for slaughter_______________________________________ head__ 11, 000
Hogs___ do__ 3,000
Poultry_ _______ o __ metric tons_-_ 1,300
Calves, slaughtered__________________________________________ do__ 5 ;)88
= do__ 3,
Ed;ble dry legumes_____ ___ e~ do__. 3,000
Barley formalt___._.____________________ 4, 000
Oats______ ':)' 888
Bran__ _____ e 5,
Livegame.____________________________. 65
Preserved meat and liver 30
Butter, fresh___________________________ o ______ 400
Wheat. . . do__ 20, 000
Malt_ do__ 2,)000
Corn_ . (@)

Nonagricultural :

Ngicotine _____________________________________________ million_ lire__ 100

Threshing machines_______--__________________________71_1___plfélges__ 128

Tractors___ . _____ million lire__ 10

Various chemical products, ete. . __________ do__ :,.30

Vegetable and grass seeds___________________ . ____ do_- 150
1To be determined later.

Agricultural : Chicf Italian erports to Hungary

______________________________________ million lire__ 50
e tric tons_. 5, 000
LemMONS _ o o metri s__ B,
Oranges and tangerines_______________________________________ do__ 1500
Almonds and filberts__ . _______ . (@)

ricultural :

Nonagu.Cu wral: metric tons__ 2, 000
Pyrites . ______ T 5500
Sulfare e __ 2,7
Sulfurie acid____-________-_____________________________'__.___dq-_ 5, 090
Machine tools_____ [ —.——miillion lire 8350
Various types of machinery_.__________________________________ do__ 510
Ball bearings_______ N do_. 750
Autos and trucks, etc do_.. 400

1To 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 :

Chicf Itulian imports from Poland

Agricultural ;
Oats__ . __________ o _____ metric tons__ 20, 000
Barley _ . ____ do____ 10, 000
Seed potatoes________________ . do____ 5, 000
Kidney beans_______ do____ 1, 000
Potato starch_________________________ o _____ do____ 1,000
Sugar beets and forage seeds___________________________. do____ 300
Sugar (temporary import) . ____________________ do____ 5, 000
Beges L ————— ___million pieces_._ 45
Poultry____________ L metric tons__ 1, 000
Rye do____ 5, 000
Nonagricultural imports include:
Coal ________ S do____ 1, 000, 000
Pigiron______________ ——— —e——do____ 3, 000
Steel ingots____________________________ ____________ do.___ 3, 500
Optical glass___________ . __________________ -kilograms__ 1, 000
Agricultural : Chief Italian exports to Poland
Lemons _____________ - ---metric tons__ 5, 000
Oranges._____________ do.___ 1, 000
Rice do____ 1, 500
Chestnut extract - do____ 2, 000
Tobacco - —— S $2, 000, 000
Hemp____ _metric tons__ 650
Nonagricultural :
Tires and tubes _________ __________________ $3, 000, 000
Ball bearings_ o $2, 000, 000
Dyes for textiles___ . _______ . _______ o ____ $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. 8. 8. R. provided for estimated equivalent of $30 million, and ex-
ports to U. 8. 8. R. for $27.8 million. Difference to be covered eventually by
later deliveries of cargo ships, refrigerator ships, port cranes, ete., which have
been ordered by U. 8. 8. R. from Italy.

Chief imports from U. 8. §. R.

Agricultural:
Hard wheat (amount can be increased by agreement) _metric tons__ 100, 000
Tobacco T &)
Oilcakes - __ metric tons_. 10,000
Nonagricultural :
Manganese ore_ __ .. . _____ . _________ __do____ 25,000
Chrome ore_____ - e do____ 15 000
Anthracite_____________ T do____ 100, 000
Crude Ol do____ 200, 000
Naphtha - i e P --do____ 100, 009
SawWn tiber oo cubic meters__ 100, 000
FUrS e million lire._ ' g2

1 Versus exports of Italian tobacco.
Chief exports to U. 8. 8. R.

Agricultural :
Orauges __________________ - mptl‘ic t()ns__ 10 000
Lemons _ e e do_.__ 10: 000
AlMOndS — o do____ 1 000
L L1 et e 2
TODACCO — oo T o
Nonagricultural :
Textiles of artificial fiber . _______________ meters__ 1,000, (10
Wool textiles..___ do___" ' 500" 0o

Also textile machinery, machinery for processing steel plates,
chemicals, etc.

17To be determined later.
2 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 economiec officials
Ygom 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 19955,

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 meat 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 Jamaica
and British Honduras. Information indicates that Trinidad has not yet ac-
cepted similar agreement for 1,500 tons. There is strong current acitation for
renewal of the agreement with Jamaica and British Honduras before its
expiration,

Apples.—There is an unotficial “gentlemen’s” agreement hetween New Zealand,
Australia, South Africa, and Canada dividing up the 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 did 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, Denmark

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 81, 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-
tinuing 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 Bulgarig 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 U;lited
Kingdom and a variety of steel products from the Continent. Aboyut $1 million
worth of foodstuffs, such as herrings, frozen fish, butter, margarine, ang milk
powder, has also been supplied by Lamet Trading under these agreementsg.

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
Baconm. ... eiiiaeo. Denmark____._________________. Sept. 29, 1955.
Holland_____ Do.
Irish Republic. . Apr 30, 1956.
Meat._ . oot e eeeeee Australia________..___.._________ Sept. 30, 1967 (revised in 1954 by
minmum price support agree-
. ment terminating Sept. 30 1967).
Irish Republie. ... _______. June 28, 1956 (revised).
Mulk produets..........._...._.__ Austraha: Butter and cheese.__.| June 30, 1955.
Denmark: Butter..__._...______ Sept 30, 1955.
Ousandfats_.__.___._.____........ Fiji. . Dec_31, 1957.
Australia'._ .. . _______________ Do.
New Zealand 2. . _______..______. Do.
Tokelau Islands__.._._______.. _. Do.
Cook Islands.._.._._____..______. Do.3
Nive. ... Do 3
Tonga.. ... ... ... Do.3
Solomon Islands___..__.__._.__. Do 3
. (iilbert and Ellice Islands._____. Do 3
Concentrated orange juice....._.._ British West Indies (Jamaica | End of erop year 19590
and British Honduras).
3117 Australia, South Africa and the | Dec 31, 1961.
sugar producing colonies.

1 Australian agreement for copra and coconut o1l 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 evported
{;(l);];dlsf)ew Zealand, Pactfic territories and protectorates (Western Samoa, Cook Islands and Tokelau
3 Ooprh.
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 Germany
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 1954 for continuation of a
trade agreement between Ireland and Norway. This agreement provides ship-
ments for another year of beef and pork, breeding cattle and limited quantities
of canned meat and certain industrial products. No Norwegian products were

mentioned in the discussions.

Senator MiLLikin. 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. Burz. There is some.

Senator MiLrikin. That won’t answer my question, there is <ome.
Is it substantial or is it a dribble or what isit?

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 MirrirN. Those are the instances I had in mind, but I
would like that expanded to cover the general field of agriculture 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. BurmEeisTter. Yes, they are part of the quantity, yes sir.



x

34 TRADE AGREEMENTS EXTENSION

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 clasg 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. Burz. 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 1t?

Dr. Burz. 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. Burz. You are talking about sales under Public Law 480 ¢

Senator Frear. I assume that is how they come. Itisn’t a sale. T
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. Burz. 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, 1f 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. Burz. 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-
ucts, agricultural products that come under those grants, and attempt
to see that they are used as they should be used. Our Foreign Agri-
cultural Service is constantly studying the agricultural products which
move among the various countries of the world to detect if they can
any abnormal movements from countries that may be importing sub-
stantial quantities of American farm products, to trace the verybthing
you mentioned.

Senator Frear. 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 we 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 itg agTee-
ment, is there anything we can do about it?

Dr. Butz. I cannot S£eak for the Foreign Operations Administra-
tion. I am quite sure, however, that we can stop shipments of thoge
products.




TRADE AGREEMENTS EXTENSION 35

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 rehef 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. Burz. 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
Eresented to the President, do you know how many of those cases have

een 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. Burz. 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. Burz. 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. Burz. Yes, sir; I think there is a likelihood that it will facilitate
desirable negotiations. )

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

Mr. Burz. 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. Burz. 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
Ezrticular features, the overall picture, in your opinion, would be

neficial if this proposed legislation is enacted ¢ :

Mr. Burz. I feel confident that would be true.

Senator Frear. Thank you.

The Cratrman. Senator Flanders?

Senator FLanpers. 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?

M}f. 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 Franpers. I asked a question. I didn’t make a statement.

Mr. Burz. 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 FLanpers. 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. Burz. Iam not sure I get your question. You mean we remedy
the evil of high price supports by reciprocal trade agreements?

Senator Fanpers. 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 completel
though 1t might no necessarily affect your practice. But you Wou_l)(’i
lose the argument.

Mr. Burz. Yes. I think, Senator, perha;fs the inconsistent thin
we do is to have the high price support and then have a Substantisﬁ
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 guestion of
reciprocal rade agreements with other countries.

Senator FraNpers. 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. Burz. Some countries do.

Senator FLanpers. What is the basis of the accusation of dumping
when the sales are made at world market prices?

Mr. Burz. 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 Franpers. Isn’t that a new definition, putting goods on the
world market at world prices?

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

Senator Franpers. 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 vou
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.

1‘\YIr. Burz. 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 FLanpers. That is self-evident.

That is all.

Senator Loxc. 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

ar ? \
Su%lr. Burz. That may come from the Department of Labor. Can
we get that?

Mr. BURMEISTER. Yes.

Mr. Burz. We will attempt to get that.

(The information requested is as follows :)
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Selected daily agricultural wage rates, complementary commodities

Commodity and country U’]]:ggrled Skilled labor dﬁf;‘:i&
Dollars Dollars Dollars
D] ® 0.68
0.06 0.12 .09
.20 .30 .25
) ® .90
India:
Meen oo m m .22
Worren___ - (O] (O] .10
Children__ - O] 0} .05
Indonesia___._.____ ... .31 .40 . 345
Ceylon:
M (O} O} .26
O] [Q] .22
Children__. 0] ® .18
Rubber:
Thailand 2... ... 1. 36 3.20 2.28
Malaya, .69 .90 .80
Cofice.
Brazil _____ 111 (O] 33.20
Costa Rica. .98 2.41 1.69
Colombiag ¢ [O) O]
Mexico. t.53 1.74 114
0coa:
Mexico. ... 5.53 1.74 1135
Gold Coast. m O] .42
Nigeria_ __..._____._ O] (O} 42
French Cameroons. m (O] 6.45
Ivory Coast ()] (O] 8.45
Brazl______... - O] @) 1.70
Costa Rica .98 2.41 1.69

1 Not available.

2 Plus food and lodging.

8 Yearly family contract, including shelter and food.
41950 minimum wage law $0.51, all agricultural workers.

% Legal minimum,

6 1951 rate, information for subsequent years not available,

Source: U. 8. Department of Agriculture Foreign Agriucltural Service, Mar. 4, 1955.

Senator Long. Have you given thought to the idea that we should g0
to a 2-price system in line with Senator Flanders’ suggestion of meet-
ing the world-market price for agricultural products?

Dr. Burz. 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 Lone. That is all.

Senator MiLL1kIN. Mr. Chairman, may I ask a question ?

What percentage of agricultural production is used domestically ¢

Dr. Burz. Approximately 90 percent of our total market for farm
products is in this country.

Senator MiLLIkIN. Is that in terms of dollars, in terms of bulk ?

Dr. Butz. In terms of dollars.

Senator MiLLikIN. Ninety percent.

Dr. Burz. Yes.

Senator MruLiiN. 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 gayroll, for obviously, 1f you injure the
American payroll, you reduce the buying power of the American

eople.

P Dr;'. Burz. Agriculture is keenly interested in an expanding do-
mestic payroll.
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Senator BarkrLey. 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. Burz. 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 BargLEy. That is another field we will have to 2o into at
another time. That is subject to controversy.

Dr. Burz. There is some difference of opinion.

Senator BarkrLey. 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—T 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. 1 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 \ugust. 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. Burz. 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 WirLrams. 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. Burz. 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 WiLLiams. In your anticipated figures.

Dr. Burz. Yes. ‘

The Caairyan. I asked a few minutes ago the value of the product
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. Burz. 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 COMPETITION VERSUS FREE TRADE

The CrarMaN. 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. Burz. 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. Burz. Yes.

Senator MavLoNE. That is your chief interest ?

Mr. Butz. Yes.

Senator MarLoNe. What is the price, generally speaking, at which
you have been disposing of farm products? Name the products and
the price.

r. Burz. I didn't get your question.

Senator MaLoNE. Name some of the products that you have been
sending to the foreign nations and the sellimg 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. Burz. Wheat is going at around $1.75 to $1.80, something like
that.

Senator MaLoNE. They are paying around $1.80?

Mr. Burz. Around $1.75 to $1.80.

- Senator MarLoNE. Per bushel, or per hundred ¢

Mr. Burz. Per bushel.

Senator MALONE. 60 pounds?

Mr. Burz. Yes. )

Senator MarLoNe. 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. Burz. Yes, sir.

Sernitor MavroNe. 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 {o do that? I understand that is what you
have to do to meet the world price, lose about 50 cents a bushel.

Mr. Burz. At the present time we have to, but the Trade \gree-
ments Act makes it a question of negotiation on tariff rates. The 50
cents subsidy we put into our wheat is the result of our domestic
price level being above the world price level.

Senator MaroNe. We all understand that. Why do you not just
answer my question? You do meet the world price in selling the
wheat.

Mr. Burz. Yes.

Senator Mano~Ng. That is very helptul.

If you took another ) cents off the price and sold it under the world
market price. you probably would not have to worry about a trade
agreenient, would you!

Mr. Burz., What do you mean “any other kind of a situation™!

Senator MaLoNe., You wouldnt have to worry about shutting other
industries down through allowing imports to come in from other
countries for the chance to cost the taxpayers 50 cents a bushel to sell
wheat.

Mr. Burz. They would still need the dollars if they bought their
wheat for $1.65.

Senator MarLoNe. 1 guess we are all in the same situation. There
are two ways a nation can be short of doHars.  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. Burz. 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. Burz. In some cases it is right. L

Senator MarLoNE. In what cases do you understand that 1s right?
We might as well just see how much you understand about it.

Mr. Burz. In the case of Turkey we have had some problem on the
question of exchange rates.

Senator Marone. What about France!

Mr. Burz. There is a problem with France. '

Senator Maroxs. Isn't there a problem in all of the nations of
TLurope?

Mr. Butz. I am not prepared to say.

Mr. BurmEister. It has been, but 1t has improved a lot.

Senator MarLoNE. It hasn’t improved enough so that the problem
is removed.
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Mr. BormEsTER. Yes.

Senator Marone. 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 Marone. What do you mean a “free market”?

Mr. Burmreister. There is no exchange control on the importation.

Senator MaroNe. But the price remains on their currency. You
have introduced a subject I had intended to ask you about. When
you sign a trade agreement, they are not really trade agreements, are
they? They are agreements to lower tariffs, -aren’t they?

Mr. Bourz. That is the essential part of the question; yes, sir.

Senator Marone. Isn’t that all of it ?

Mr. Burz. We are working for currency convertibility in unblock-
in% of exchange controls.

enator 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 é)tate—to
make agreements to lower tariffs on a particular commodity in the
particular country with which the trade agreement is being made;
1sn’t that right ¢ ’

Mr. Burz. Yes.

Senator Maronge. Isn’t that all of it?

Mr. Burz. You are asking questions that the State Department can
answer better than we can here.

Senator MaronE. I would like to know if you understand the subject.

Mr. Burz. It is my understanding that there may be other conces-
sions that the other countries might enter into. T am not sure of that.

Senator MaronE. 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. Burz. Yes.

Senator Mavone. 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 ig ’made
almost immediately thereafter fixes a special price for its currency on
that particular product or group of products or applies exchan }; or
import permits and thereby nullifies the effect of the trade agreer%ent

Mr. Borz. We have been aware of that. The British Empire h d
28 different prices foz the pound. N a

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

Mr. Burz. Yes, under the Trade Agreements Act, they can b
viewed in %IATT. . 1 € re-

Senator MaLoNE. I suppose pretty nearly anything can .
GATT, General Agreement Trades and Tariffs but n%thimlo f,f(lf,fc‘aolg
has been done for the benefit of this Nation. I undertook tbo debéterit

.
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on Monday, February 28. If you will read that debate it might help

ou. 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 isincluded 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 MaronE. 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 215 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. Burz. That has not come before the Department for considera-

tion.
Senator Marone. You do know that all of these things are hinged to
the 1934 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. Burz. Yes. )

Senator Marone. Iunderstand youdo understandit? o

Mr. Burz. I will take your word for it. I am not familiar with it.

Senator Marone. Nodding your head doesn’t do the reporter much

good. )
Mr. Burz. Allright.

Senator MaronE. 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 1t
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 kins 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 before very long.

Senator CarLson. Isthereroomin Nevada?

Senator Marone. 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
itat 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.

- 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. Burz. 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 ig one
Agriculture is represented on the Trade Agreements Committee,

Senator MarLoNE. Whoever is consulted the Executive Depa,rtmént
has the authority to rearrange the industrial map. Who are the mem-
bers of that committee, do you know ¢

Mr. Burz. State, Agriculture, Commerce, Labor, Foreign Opers-
tions Administration. | S

Senator MaLoNE. The FOA—that is Mr. Stassen, is it not?

Mr. Butz. And Defense. I think that is the group. Treasury is on

1t too. )
Senator MaronNe. Then I will ask the question in another way.
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~ 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. Burz. 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. Bourz. 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 MaroNE. Does Congress have any review of the Executive
action under the act /!

Mr. Burz. It is my understanding that within the limits estab-
lished, the agreements will be final.

Senator MavoNe. Of course they are final.  What are the limits?

Mr. Burz. They ure 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 Maroxe. What were the limits before this?

Mr. Butz. I think the limits before this were 50 percent of the 1945
ruates,

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. Burz. I am not prepared to answer the constitutional questions
Lere.

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

Senator MarLoNE. 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,
W. Va., on constitutional grounds, and also the (eneral .\greement
on Prades and Tariffs. So that will be decided we 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-
ence 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. Burz. Yes.

Senator MarLone. 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 vour efliciency of production.

Senator Marone. That is a fine statement coming from a Govern-
ment official where efficiency is practically unknown. Competition
in the business guarantees efficiency 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. Burz. Unless perchance total consumption of the item increased
because of a lower cost. .

Senator Maroxe. 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.

Senater.MavLoNe. 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. Burz. Yes, sir.

Senator Marone. 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 MarLone. If they are operating.

Mr. Bourz. Yes. All this act permits 1s additional changes of not
to exceed 5 percent per year for 3 years.

Senator MarLoNE. If there is any of the industry left, the 5 percent
and 10 percent and 15 percent would apply to it ?

Mr. Burz. Yes, sir.

Senator MaroNe. I guess that would destroy the rest of them if
there.are 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. Butz. Yes.

Senator MarLoNE. The glassware is slowly going out of business, you
understand that ?

Mr. Burz. That is right.

Senator MaLoNE. About 90 percent of the lead, zinec miners are on
the street or headed that way. You knew that; I guess?

Mr. Borz. Yes, sir.

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

Senator MaroNg. 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 pI.'oducts 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 g foreign
market at the world price could unbalm_lce that market, the executive
could refuse the escape asked for; could it not ¢

Mr. Burz. It could be done.
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t;hSenator MaroNE. It has been done in most cases, you understand
at.

Mr. Butz. Yes.

Senator MarLonE. 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. Burz. 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. BoTz. 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. Borz. Yes. Itis hoped that GATT negotiations will minimize
those cases.

Senator MaronE. 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 Maro~Ne. 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. BoTz. Yes. .

Senator MaLone. I have been in Japan. Do you have any idea
what they pay their workers there’

Mr. Butz. They have very low wage rates. )

Senator MaLoNE. About 15 to 19 cents an hour for skilled labor.

Mr. Butz. Yes. ) ]

Senator MaroNe. Do you know what we pay in this country?

Mr. Burz. $1.50 to $3. But there is much difference in the produc-
tivity of labor in the two countries.
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Senator Mavone. Is that so?

Mr. Burz. That is why we can pay that difference. ;

Senator MarLoxe. 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. Burz. No. o

Senator MaroNE. Then what you just said doesn’t hold water, does
it?

Mr. Burz. 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 MaroNe. 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. Burz. I am not familiar with it.

Senator MaronE. 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.

T 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 MarLone. How long do you think 1t 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 Marone. Well, I deduced as much from your testimony.
[ 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, whlcl} sﬁarted out as the Marshal] plan and
the loan to England of $334 billion. Where our standard of livi
wage is from $1.50 to $2.50. ng

Do you believe that the executive departments should have this
authority to do this thing in order, presumably, to sell agriculturq]
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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. Burz. 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 MaroNE. 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 the crockery business and machine-
tgol business, glassware business, the mining business for that pur-
pose. You do not see anything wrong with that?

Mr. Burz. 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 tlie tax dollars away in the first
instance because they will eventually return. That is I suppose a
sample of efficiency.

Mr. Burz. 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 pay 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. Burz. That factor must be given strong consideration by the
Trade Agreements Committee. 7

Senator Marone. Do you think that it has?

Mr. Burz. It is my impression that it has had some consideration.

Senator MarLoNE. As a result of the trade agreements, we are now
dependent upon India for 900,000 tons of manganese annually.

“ou could not get a Eound 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
todo?

Mr. Burz. T am not familiar with the manganese situation.

Senator Marone. I am outlining it for you, and for the purpose of
your answer, you might assume I am correct.

Mr. Burz. We should not get too dependent on a source too far
away.

Sg’nator MaroNe. 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. Burz. We are stockpiling quite a lot of that too. .

Senator MavroNe. 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. Thatisout of myarea. Thatisin ODM.

Senator Marone. I know that. You are in Agriculture. You are
ifiterested 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 prie.

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 Marone. What is the new approach?

Mr. Burz. Flexible farm supports.

Senator MaroNe. What would you do with the flexible farm sup-
ports? Just how would that operate and solve this question ?

Mr. Burz. 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 Marone. If we moved away from that system, you are
preparing it to sell on the open market ¢

Mr. Burz. 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 MaroNe. What you are moving toward is to get away from
the price support.

Mr. Burz. 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 MaroNe. What is the difference?

Mr. Burz. 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 al]
commerce.

Senator Maro~Ng. That is just a sort of delayed pass; isn’t it? It ig
just %mong the family you are passing it around. What good does
it do?

Mr. Burz. To have the high price support ?

Senator Mavone. No. What good does it do to pass it from one
part of your Department to another?

Mr. Borz. We produce foodstuffs to be consumed. 1f we can move
it into consumption either here or abroad for dollars

Senator MarLonNe. How could you move it into consumption better
by passing it from player to another? Who will finally run with the
ball?

Mr. Burz. This is a many-sided operation, one side of which :
improved trade relations aljoun(_l the world. The other sidevﬁciht i:
improvement in our domestic price-support program.
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Senator MaroNE. 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. Burz. 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 products.

Mr. Burz. 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 MarLoNE. You are for the displacement if it takes place.

Mr. Burz. Yes.

Senator Marone. 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. Burz. 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 currencies to pay for
housing abroad where they otherwise would spend dollars,

Senator MaroNe. At what price would you sell the product for?

Mr. Burz. 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 Marone. The only difference is that you take their money
for it instead of demanding dollars for it.

Mr. Burz. Yes, sir.

Senator Marone. That has been suggested on the Senate floor many
times, except have them pay the full price forit. Asa matter of fact
it was suggested by me when you were gomg to give 100 million
tons of wheat to India several years ago. Then use the rupees to buy
exports from India.

Mr. Butz. Pakistan, I believe it was.

Senator Marone. 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. Borz. Yes.

Senator MarLone. Are you doing anything about that?
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Mr. Burz. Yes. .
hSenator Marone. You would. Is there anything you can do about
that?

Mr. Burz. Well .

Senator Marone. We can only give it to foreigners below the price;
1s 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 MarLoNE. 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
1s going, the distressed areas.

Mr. Burz. Yes.

Senator MaronE. It is easy to determine why they are distressed,
many of themj it is because of the imports that come, like the pottery
area in Ohio and the glass area down in West Virginia. It isa 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 MaronE. I understood that was what you said. It might
have been some other department.

Mr.2 BuTtz. You are talking about the domestic distribution of

rain ?
. Senator Malone. The Commodity Credit Corporation that you
transferred it to.

Mr. Burz. Yes.

. Senator Mavone. 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 lowerin
the duties through trade agreements, so the foreign nations can seny
their low-wage products here to get the dollars to buy the orain 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 j
making available to the State welfare agencies in a number of StateS
that have contracts with the Department of Agriculture certaiy, foodS

.stuffs for distribution domestically. At the present time we ar-
making available butter, cheese, powdered milk, vegetable shortenin:
(=3}
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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. Burz. I am not familiar with the zinc situation, but we are
distributing products.

Senator Maro~NE. I am trying to tell you why you are doingit. 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 Mavont. 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. Burz. Yes, sir.

Senator Mavone. I think thatis all, Mr. Chairman.

The CHARMAN. Are there any further questions?

Thank you very much.

The next witness is the Secretary of Commerce, 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 CHamrMaN. We are pleased to welcome you to the committee.

Secretary Werks, Mr. Chairman and menbers 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 mare before
the House Ways and Means Committee, but not entirely so.

I support H. 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 the United States, which I am charged by
law to foster, promote, and develop. o

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. o

T 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-
ernments 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-
nally 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 ficure
may not be impressive when compared with the exports of some of the
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 I have just noted.

In nonfarm residential construction it was about 4 percent. QOther
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 produet.

The CramrMman. May 1 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
Erogram, and then give us a statement of our exports on a legitimate

usiness 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 CuairmaN., What is the amount of our legitimate businesé
exports? In other words, what is the amount of exports for which
the pgople who ship get paid and the Government doesn't subsidize
them ?

Secretary Weeks. That would probably be close to $12 billiop

The Cuamman. Does that include the agricultural productzs and
other things we give away, or not? ‘

Secretary WEEEs. Yes; 1t does.

The Cuamman. I would suggest that these figures be broken dow
to show the amount of legitimate business, showing that which we se]]]]
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and get paid for, as opposed to that which we give away, including
military aid.

Senator MaronE. 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 CHamyman, 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. i

Secretary Wreks. I was including in that figure all of the goods
and services that went abroad.

The Cramyan. You would include the Marshall plan funds under
that, too, wouldn’t you ?

Secretary Wergs. There were almost none in that figure.

Mr. SmrtH. Some, but not very much.

The CHARMAN. I respectfully submit that that figure is very
misleading. If we give things away or bnild airports abroad or
send military equipment, do you include that, too?

o Secretary WEERs. If that comes under military aid, it is in the
ure.
gThe CuarmaN. I don’t think that

Secretary WEeEKs. I don’t think it is under military aid when it is
for our owy) forces. I am not certain about that, Senator.

The Crairkman. Would you prepare for the committee a statement
of the actual exports of goods in private business 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 MaroNE. Mr. Chairman, could we have, at the same time
the amount of dollars that we gave to the forelign nations that same
year through the Marshall plan, ECA—FOA or any of our own give-
away organizations?

Secretary WeEKs. Yes.

Senator MaLonEe. I think that amount should also be subtracted.

The Cuamrman. 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 Cuamrman. I think the Secretary understands what we want.

Senator MaroNe. 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 nulitary aid.” That
includes services and military aid.

The CHAIRMAN, Yes.

Senator MarLone. The people, however, of our Nation, the taxpayers,
do not understand that we are giving half of it away at their expense.

Secretary Weeks. I will have the fignres.
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(The data requested appears following the oral discussion at p. 72.)

The Cuamrman. I do not regard all of that as trade, or export, In

(zin acceptable sense of the terms. If you will get the figures broken
own—-

Secretary Weeks. I will have it. ) .

Senator Marone. Will you have it for this record? When will
you have 1t? This afternoon ?

Secretary Weeks. I can get it for you very promptly.

Senator Maro~e. Then it will show in the record.

The CrarrmaN. We shall put it in the record of this day.

Senator MarLoNE. 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 ourn
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
salesin 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 CrAIRMAN. They come under the category of foreign aid.

Senator MarLonNe. Something that is given away.

The Caamman. I happen to know because I was in Turkey a year
before last that most of the farm machinery over there was oiven
to Turkey through the so-called foreign aid. I think the Sechtary
is clear as to what the committee wants. ”

Senator MarLonE. 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 Iabor the point before
this committee that these exports must be paid for. This committee
which has had various proposals affecting the trade-agreements logis.
lation before it for over 20 years, is aware of the fact that as oy
grant aid to the rest of the world is reduced, and ultimate]y eliminated
we must increase our imports unless we are willing to see oup G‘(I)()rlz
decrease. I am sure that, in view of the contributions which t‘;pm-t.kf
malke to our economy, we cannot afford to permit them Sllef;\]‘ltiu‘”\h’
to decrease. y

Senator MaroNe. 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?

ecretary WEeks. I am not sure understand that question.

Senator Marone. 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 WeExs. I don’t believe that weintend or want to displace
industries. T 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, he or she will
learn what happened. You do not believe that?

Secretary WEeEEs. I don’t think there has been any major displace-
ment up to the present time.

Senator Marone. 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 WEEgKs. Under the present procedure, if an industry is
seriously in jeopardy, it has its remedy under the present statute.

Senator MaLoNE. Where?

Secretary WEEEs. In the escape clause.

Senator MarLoNe. 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
cnly five times out of the whole history of the escape clause. The
peril point is another public wet-down arrangement with no chance
cn earth of working. Don’t you have somthing 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.

enator Marone. That is a little better than average.

Secretary WeEgs. 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
engourage 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
$934 billion worth of finished manufactures, or 65 percent. Out of our
import total last year of about 1014 billions, finished manufactures—
excluding newsprint and burlap, which for us are materials—came
to only 114 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 WEeEgs. 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
1n the products of our manufacturers.

Senator MaronE. I think the chairman pointed out why they are
%rowing. About two-thirds are not paid for at the present time.

hey 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 Cgabinet 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 WzEks. 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 MarLoNE. 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 Writteh.
and I am in favor of the reciprocal trade agreement and the proceduré

incorporated in it. )

Senator MaroNe. You know that gives the President the pPower of
life and death over any industry that is dependent upon duty protec-
tion for its industrial life. You know ’qhat; don’t you?

Secretary WeEEs. I wouldn’t put it in those words, Senator

Senator MarLone. How would you put it ? .

Secretary Weeks. The statute gives the President certain aut}

. 3! ay
subject to the protective features—escape clause and peril point ority
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Senator MaLonNe. 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 Weegs. I am in favor of it as it is written in the bill,
Senator. Congress can always rescind the power.

Senator MaLoxE. I hope we will now.

Secretary Weexs. That is my understanding.

Senator MaroxNe. The President can?

Secretary WrEks. I say Congress can always rescind the power.

Senator Marone. 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 Werks, I am in favor of the statute as it is written.

Senator MarLoNe. You know that is the effect of it. I hope you
know that. Isnot the etfect 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 Marone. And that is it,isn’t it ?

Secretary Wreks. Youcan describe it as you will, but

Senator MaroxEe. ITow would you describe it ?

Secretary Weeks. I think it gives him discretionary authority to do
certain things under certain conditions.

Senator MarLoNE. 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 Reciproeal
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 1n 1n-
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 Marone. You haven’t.

Secretary Weeks. No: I have not.

Senator MarLone. 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 Wreks. Do you want me to continue?

The Caairman. 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 Weegs. 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 andp 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
11, 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 Dl‘OVides,
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
1t provides for a period of 3 years in order that these negotiations 111;1“;
have some degree of stability, without which the President is depriveq



TRADE AGREEMENTS EXTENSION 61

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 CrHAIRMAN. Senator Malone,

Senator Marowe. You of course know, Mr. Secretary, that no
“logrolling™ is possible under the 1930 Tariff Act. The Secretary’s
statement is very important. He says here:

There is, in fact, iinplicit 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 CraTRMAN. 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 taritfs 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 1t 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 Marone. I would like to hear it.

Secretary Weegs. I would like to insert in the record the lett.er
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 Weexks. May I have permission to insert the letter at this
point?

The CrammmaN. Go ahead.
. Secretary Weess. I would like to read one paragraph from the letter
if Imaydoso. [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 WHITE HoUSE,
Washington, February 17, 1955.
The Honorable JoE MARTIN,
House of Representatives, Washington, D. C.

DeAr JoE: 1 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
letter.to 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 hich 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 go, we
would undermine the ideal for which we have made So many sacrifices an(i are
doing so much throughout the world to preserve. This plain truth hag dictated
the retention of existing peril-point and escape-clause safeguards in the legis-
Jation.

I want to say further that this same philosophy of administration wil 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 ap 1
cation. A key provision of the bill limits to 5 percent of existing tariff ‘I%Izels-
ihe 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 fhis
program will be selective in applicatxo.u, for across-the-board revisiong of tariff
rates would poorly serve out Nation’s interests. The differing circumstancey 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 shuackles 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 Maroxe. 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 point prepared
by the Tarift Clommission. It he should aceept 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 hy exchange or import permits
before the ink 1s dry.

How does it protect anybody? Who is the judge? The judge is
the President of the United States as to whether he is imperiling these
industries, and whether if they are, if the overall benefit justifies the
injury.

That i1s the principle Congress layed down, that he can trade one
industry for another, that is of course what we are arguing today. 1
do not believe it is a sound principle 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 what 1 do not believe in, Mr. Secretary, and I want to get it
crystal clear. When you cite a letter that means nothing—he still
has the authority and the record 1s clear. I say it amounts to nothing.

Secretary Wreks. I chould like to explain.

Senator Maroxe. His power is not modified in the law. Go ahead.

Secretary Werxs. In the administration of the law, the Department
of Commerce has an Assistant Secretary for International Atfairs 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
agreed )

Senator Maroxe. 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 Marone. But you have it all in the Department of Com-
merce. The industry itself has nosay in what you do.

Secretary Weexs. The industry is represented in the Department
of Commerce by 25 industry committees, and we are In extremely close
touch continually with what those industries

Senator Maroxe. Can they nullify anvthing you decide to do?

Secretary WEEKs. No, they cannot. except under the statute as 1t 1s
written,

Senator Maroxe. That i right.  Under the statute they have noth-
ing to do with it whatever.

Go ahead. ) ]

Secretary Weeks. H. R. 1 is not an automatic tariff reduction bill,
but rather an authorization designed to put the President 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
negetiate in such a way as to maintain adequate tariffs that would
avoid imperiling American industry by opening our doors to excessive
1Imports.

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
gf a_mtidumping or countervailing duties, in addition to the regular

uties.

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 of domestic
industries, agriculture, and labor standards.” I am completely con-
fident that in this respect his views have not changed. i

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 ourbpart 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 (%ARLSON. I hesitate at this late hour to break in at this

oint.

P 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 CuairmanN. Yes, sir.

Senator CarLsoN. Mr. Secretary, I believe yon are a member £
the committee appointed by the President known as t]ie Adviqm(-)
Committee on Energy Supplies and Resources Policy, whicl, y

. v o < S 1 was
appointed by the President on July 30, 1954, and they issued 3 ye ort
as of last Saturday. 1

It was made public last Saturday. Did you serve on that o did v

have representatives on that committee ? you
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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 WEerks. That is correct.

Senator CarpsoN. I assume that your Department would agree
with the findings that “The committee believes™—and [ am quo?in"
from the report— °
That if the imports of crude and residual oil should exceed significantly the
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 WEeEKs. Yes.

Senator Carrson. 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 he kept in the halance recommended above, It is
highly desirable that this be done by voluntary, individual action of those who
are importing or those who become importers of crude 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 Caruson. 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, however, that if in the future the imports of crude

oil and residual fuel oils exceed significantly the respective proportions that such
imported oils bore to the domestic production of crude oil in 1954, appropriate

action should be taken.

I assume that in view of the fact that you participated in preparing
that report, your Department would favor some action being taken if
these became excessive, as you see it.

Secretary Werxs. That is correct, Senator.

Senator Carrson. T would like very much to go into it further. It
is too late. T 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

et to a point where we will have to depend on imported oil. )

Senator Maroxt. 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 CralrRMAN. Go ahead, Mr. Secretary.
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Secretary WeEeks. Section 2 of the present trade agreements author-
ity, which would continue as the law of the land, provides that:

No action shall be taken * * * to decrease the duty on any article if the
President finds thal 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-

. . . . o
ments Committee and on the Committee for Reciprocity Information
by the Director of the Oftice 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 ag well
as the Tariff Commission. i

They are, accordingly, in a position to express an informe( industry
point of view to our representatives on the Trade Agreements Com
mittee and its country subcommittees. ) -

After this consultation, our representatives are under instie tion
to give the most careful consideration to the direct presentationg 0;
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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 ave 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 (‘ommittee.

1 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 traiff protection
presently atforded it.

When the Tariff Commission recommends action by the President—
whether under the escape clause of the Trade .\greements .\ct or
under section 22 of the Agricultural Adjustment Act—a number of
the executive agencies arve called upon for opinions 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 MiiLigiN. Do these recommendations necessarily follow
the recommendations of the Tariff Commission?

Secretary Weeks. They do and occasionally do not.

Senator MizLisIN. 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 Werxs. 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 Miriin. 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 1t 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 MirLixin. Would you object to a change in procedure that
would make the findings of the Tariff Commission as far as injury 1s
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 1t
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 }[])resent pro-
cedure is the way to have it. The President should have the authority.

Senator MiLLirin. 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 Taritf 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 subseribe to.

Shall T just finish? T have one page more.

The CrARMAN. Proceed, sir.

Secretary Wrexks. 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 8 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 §ecretary 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 st:;ndards 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
Jeadership in any one of these fields, our success in the others mar
easily be jeopardized. y

I would just add this one word, that the Secretary of Commer
has these two dual—sometimes conflicting—obligations to encoura "
the export trade and to protect the domestic industry, and we «age
trying to carry on with these two statutory authorizations in minae
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Senator MiLuikiN. Mr. Secretary will you have a representative
attend the Geneva Conference?

Secretary WEEKs. Yes.

Senator MiLLigiN. When is that conference?

Secretary Weegs. It started last week, the 21st.

‘?‘lerkl)ateor MmLikin. Can you tell me who your representative was or
will be?

Secretary WEEeks. Our chief representatives in these negotiations
involving Japan 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 stafl of specialists.

Senator MiLLigIN. 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.

IQS it your understanding that there is a revision of GATT going
on!?

Secretary WEeEks. My understanding is that there is. It will be
presented later to this session of the Congress.

Senator MiLLikIiN. When will it be ready to submit?

Secretary Weeks. My associate says later in the session.

Senator MirLikin. 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 MirrLikix. Thank you very much.

Senator Maroxe, Mr. Chairman, I will try to be very brief, if 1
may have the privilege of enlarging on some of my remarks in the
record before it is printed.

The CrairMaN. Yes, sir; you have the privilege.

Senator MaLoNe. You refer, Mr. Secretary, to the reciprocal trade
each time. I presume you read the Trade \ct. Did you ever find
the phrase “reciprocal trade” in the Trade Act?

Secretary Weeks. 1 can’t answer it. Mr. Chalmers?

Mr. Caarmers. 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. Cuaryers. 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 MarLone. Did you find the phrase “reciprocal trade” in
the act ?

Mr. Cuarmers. No. I do not know whether that particular phrase
exists, but it all builds up to exactly that kind of a program.

Senator Maro~NE. That is your idea ?

Mr. CaaLmers. That is my reading of it. o

Senator MaroNE. That is what you conclude by reading it?
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Mr. Caarmers. Yes, sir.

Senator MaLoNe. You don't say that Congress thought that ?

Mr. Cuarners. Congress has indicated its purpose in the opening
paragraph, as I recall, and I think that is its purpose, as I read it.

Senator Maroxe. 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. Cuaumers. 1T read it many times. You are asking for a
specific phrase. I should not like to reply without looking it up.

Senator Marone. Mr. Secretary, vou use it all the time in your
testimony. Why do vou use 1t?

Secretary WreEKs. Senator, this is designed to he a reciprocal-trade
arrangement.

Senator Mavroxe. That is your conclusion.

Secretary WEeeks. In the GATT procedure you are supposed to
bargain back and forth and gain and give concessions.

Senator Maro~Ne. My friend, I have the greatest respect for you
personally, and as Secretary of Commerce, but vou are reading things
into this act that are not there. You are reading things in General
Agreement on Trade and Tariffs that has never heen 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 1s the way to handle the
tariff matter and not to——

Senator MarLoNe. 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 Marone. If we do not pass anything, it will revert to the
Tariff Commission, does it not, an agency of the Congress?

Secretary WEeEKs. It reverts tothe Congress, I should sav.

Senator MavroNe. It reverts to the 1930 law, does it not?

Secretary Weeks. 1 would say.

Senator Marone. What does it say, the 1930 law? T.et your assist-
ant answer it. He is shaking his head. 'What do you think it says in
that law?

Mr. CaaLyers. On which point, sir?

Senator Maroxe. On the point we are discussing. What have we
been discussing ?

Mr. Caarnmers. Would you specify it?

Secretary Weexks. If we don’t renew the act. what happens?

Senator MaroNe. That is right.

Secretary Weeks. We go back to the 1930 act.

Senator Marone. What does the 1930 Tariff Act say?

Mr. Crarnzrs. The 1930 act does not say anything about the recip-
rocal trade agreements because those were not authorized until 1934

Senator Marone. 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 WeEgs. What I said was that I presume that was what
Mr. McKinley had in mind.

Senator Maroxe. McKinley's act was entirely different than this
one.

Secretary Weeks. I said T presume he made the proposal becanse of
the detrimental etfects which he perceived in the logrolling approach.

Senator MarLoxr. Let me read to you what happens.  Ithink we can
take that time. This is what happens:

The Commission—
this is the Tarift Commission—

after making an investigation on the basis of fair and reasonable competition,
that there is a difference in cost—
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 Comnussion finds it is
shown by the investigation that the duties expressly fixed by the 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 iu its report such increases or decrenses in
rates of duty expressly fixed by statute including any necessary change in
classification as it finds shown by the investivntion to he necessary to equalize
such differences

That is what you o back to. That is what the law says the Tarifl
Commission must do; a Senator or Congressman may appear before
the Commission just as any other witness but there can be no
“Jogrolling.”

Mr. CaaLMERs. You were reading section 336, I believe. I am
slightly familiar with the law.

Senator Maroxe. That is right. That goes back to section 336.

Mr. CHaryErs. Yes. That would call for somebody to make appli-
cation for such an investigation. I am familiar with the terms.

Senator Maro~e. 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
asses nothing. It returns to the Clonstitution of the United States.
‘he 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
sroduct or products reverts to the Tariff Commission, an agency of
6ongress, to be adjusted on exactly the same basis as I just outlined
in the tariff law.

SEC. 356, EQUaLIZATION oF (‘osTs OF PRODUCTION

(a) Change of classification 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 Commission (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
th:_ clost 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,
do you not ?

ecretary 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

Hzports 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 e $12, 520
Services N O 4, 640
17,160
Merchandise sent under grant-aid programs:
Directly financed by FOA aid-._______________ $780
Financed by other aid programs - 190
_ 970
Farm products sold for foreign currencies._______________ 1180
Services provided under Government-aid programs:
Freighti $60
Other. — ——— 100
e 160
s . 1, 310
Total goods and services sold for cash or credits:
Merchandise . . _______ _______ . 11, 370
Services_ o ___ —_ 4,480
15, 850

Total goods and services financed by U. 8. Government grants

or sold for foreign currencies_..____________________________~ *4 750

- ?

1 Includes $20 million worth of the agricultural products sold to Spain f
which in turn is being used by the Defense Department to defray !gilitaroyr c}zt(i):xigirtelfrceys{
(Public Law 480 was mot in effect during fiscal year 1954.)

*In additlon, United States foreign ald included $500 million of nonmilitary aid in th
form of cash grants or funds for offshore purchases. It is not possible to estimate wh %
part of that amount was ultimately used for purchases of United States goods or serviceas

The Cuatrman. 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 WouEN Vor
Washington, D. ¢., J/rl‘rg;,En];S']q—-
Hon. Hagry Froop Byrp, 2, 1955,
Chairman, Senate Finance Comniittee,
United States Senate, Washington 235, D. .
My DeAr Sexator Byrn: The League of Women Voters of the U'ni
testified before the House Ways and Means Committee Jmm:l(rs} g;)tet}!‘s_)t_)at?g
support of H. R. 1, extension of the Trade Agreements \¢t e “;\‘kwtsvt'a ]i:;
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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
remazins 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 MRBS. OSCAR M. RUEBHAUSEN, A DIRECTOR OF THE LEAGUE OF WOMEN
VoTEks OF TI1IE UNITED STATES, BEFORE THE HOUSE WAYS AND MEANS COMMITTEE
IN SUPPORT OF RENEWAL OF THE TRADE AGREEMENTS ACT

1 aun 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
mewmbers in 960 local leagues in all 48 States, Alaska, Hawaii, and the District
of Columbia, appears hefore this conimittee 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 be able in their
negotiations to progress toward the goal of expanding world trade.

We know that H. RR. 1 is not in itself going to solve all the problems of foreirm
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 step for-
ward. Failure to enact this measure or the weakening of any of its provisions
wouid, in our opinion, lead to a contraction of trade among natious, and thus
cause great harm to the United States.

We believe, however, that H. I, 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 be 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 caused 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 protction, and (2) requiring a department of the executive branch to
submit a statement to the President on the effects of a tariff increase recom-
mended by the Tarifl Commission on (a) United States export markets, (b)
United States foreign policy objectives, (¢} the United States importer, 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 of the escape-ciause and peril-noint amendments wonld
do much to increase the stability of United States foreizn economie policy

I have stated the leacue supperts H. R. 1 and H. R. 536, with the modifications
just given, because the hills would help to liberalize trade. I wounld like to
elaborate on why we think liberalized trade is so important and so wuch 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, he re-
quired to look elsewhere for worlx. .

(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. Wlhether 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 foreien 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 liheralized trade.

(4) Bvery 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 creater than under a system of restricted trade.

(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,
heing less self-sufficient, depend on foreign trade to an even greater degree than
does the United States.

When these advantaces 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.
{n 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 essenrtial
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, technicu] 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 hot;v
individual industries and communities are affected by foreign {rade. There ig no
doubt in our opinion that United States trade policy should serve the ()\'ekrflll
national rather than the limited interest, but we believe additiona] inf(’l‘mati(on
should be forthcoming on such questions as whether present unemployment is
aggravated more from a decline of exports or from an increase of iml)(;l‘ts We
have embarked on a project which we hope will shed more light on such queq.tinnq
Last summer, local and State leagues throughout the country hegan to c:mduét.
surveys to determine the local effects of foreign trade. 1In condueting the surveys
local and State leagues are collecting basic data on the economic life of lnou‘l
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, economists from
the departments of business administration at local and State universities, and
social-science research institutes are among the groups cooperating 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 Con-
gress. I do not wish to go iuto detail here, but I would like to submit as a sepa-
rate document the progress various States have made to date on their surveys

In conclusion, the League of Woien Voters earnestly requests that this com-
mittee report out a strengthened H. R. 1 and that it do all it can to secure pas-
sage of the bill by the entire ITouse. I want to express to members of thisx com-
mittee the appreciation of iy organization of the opportunity to present our views
on this important subject.

The Citairaran. The committee will adjourn until 10 o’clock tomor-
row morning.

(Whereupon, at 1:20 p. ., the committee adjourned to reconvene
at 10 a. m., Thursday, March 53, 1955.)
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THURSDAY, MARCH 3, 1955

UNITED STATES SENATE,
ComMrTTEE ON FINANCE,
Washington, D. O.

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 CratraaN. The committee will come to order.

The first witness this morning is Hon. 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 Humpnrey. Mr. Chairman, I will read a prepared state-
ment, if T 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 m 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 1s
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
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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.

Convertibility 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 principle in connection with
the bill.  From the budgetary viewpoint, the President’s trade pro-
gram should help to reduce Government expenditures for foreign aid
over a period of time. I believe it is best, where possible, for foreign
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 recom-
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 oov-
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 rveal-
Istic is particularly important. '

Our program for customs simplification and management improve-
ment, begun by the Customs Simplification Acts of 1953-51, wil] con-
tinue. We expect to have some additional proposals for miminiﬁfra
tive improvement to make to the Congress during the present session.

In the field of taxation, consideration is again being given to ° -
tain changes in the revenue laws with respect to taxation of incoxe o
earned abroad so as to tax corporate business income from for (lrle
subsidiaries or branches at a rate of 14 percentage points lowey t()ll?n
the rate on corporate domestic income, and to defer tay on f(n.e'l :n
branch income until 1t 1s removed from the country wlhere e‘".ll*‘il
This rate is already effective for Western Hemisplere tiqe ‘\.e(‘,
porations. or-
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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 government
guaranties, thus filling a need which is not being met 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 1s 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 importance of
maintaining a high level of employment and economic activity right
here in the United States upon which the whole world depends. Seri-
ous reversals here would have serious unfortunate effects throughout
the entire world.

The Crratrarax. Thank you very much, Mr. Secretary.

Senator George, do you have any questions?

Senator Grorce. 1 have noquestions,

The CrAIRMAN. Senator Millikin?

Senator MiLLikix. Mr. Secretary, T 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 ITompnrey. That is vight, 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 MiLLikin. You could not preserve the highest level of
economic activity if we destroyed our domestic payrolls!

Secretary HuarHrey. That is correct. 1 think I can best state my
feeling about this in this way: We want to protect American industry
and workmen from improper importation from abroad.

Senator MrLLigin. Would vou call it unfair competition?

Secretary Huapngrey. Unfair competition from abroad.

Secretary MiLLiEIN. Right.

Secretary HumpHREY. 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.

1t seems to me that this matter 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 15 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 r_nlght be called an artlﬁ_cml
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 HuarpHreY. 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-term 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 Humpngey. I think that is right. T think there mav 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 MirLikiN. 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 Huaprarey. That is right. Idon’t think that we ought to
fool people by evaluation provisions—I don’t think we ou;ﬁ]t 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 heiner
worked out, should remove from the field of evaluation disguise either
way, in the tariff applications.

Senator Mruuirin. I think you have already said what I have
in mind. We want te make it possible for foreign countries to trade
in this country. but we don’t want to destroy our own domestic econ ,
or injure it seriously to accomplish that objective.

Secretary HumpHREY. I think that is right. Our long-tern, hest
interest is what we should seek to preserve. ' )

omy
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Senator MiL1kIN. 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 Huatrnrey. I understand the committees are working
on GATT. T 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. Idon’t know how it will come out and be in final form.

Senator MiLrikin. 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 be changed.

Secretary Huamrnrey, 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 MrvLixin. 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 T 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 assumed 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 1s
50 percent or more is evil, per se.

Secretary Humprrey. 1 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 MmLLikin. Thank you.

The CuatrMaN. Senator Kerr? '

Senator GEoRGE. Mr. Chairman, may I make one suggestion? It
isn’t a question. o

The main diffieulty 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 Homenrey. 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 HumpHREY. Mr. Senator, I just couldn’t agree with you
more. I think that it is absolutely essential that it be done that way,
aIlld I think also that that is one of the most difficult things to accom-
plish.

Senator Georee. It is difficult.

Secretray HuarpHREY. That should be our objective.

Senator GrorGe. 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 etfect on the individual enterprise that is seek-
ing relief from time to time.

Secretary Huarenirey. 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 Hunrnrey. It is exactly in accordance with the way I
feel, myself.

The CuamrMman. 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 HuarHrey. 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 Kexr. It is the last sentence of the second paragraph on

age 2.
P gecretar-y Huyrarey, What is your question?

Senator Kegrr. I ask you to tell us briefly, summarize briefly, just
what changes are contemplated by the bill before us, ’)

Secretary Humrarey. The important changes that ave contem
plated by the bill are the peg‘mission of the President to make‘th‘;
& percent reduction over a period of 3 years
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Senator Kerr. Five percent each year?

Secretary HuMPHREY. 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 (longress decided
to extend it would generally meet the objectives of the bill?

Secretary HuMPHREY. T 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 Krrr. I am not trying to examine yvou 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 HuarHrey. 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 Humrurey. Case by case.

Senator I{err (continuing). That you make in general, aside from
the technical provisions that implement the law, are first an extension
of the authority ?

Secretary Humpurey. That is No. 1.

Senator Kurr. Second, give the President power to reduce existing
tariffs 5 percent a year, each year, for 3 vears?

Secretary HumpHREY. Not to exceed.

Senator Krrr. Either way you say it; that or less.

Secretary HumpureY. That is right.

Senator Kerr. Now

Secretary Huapnirey. 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 HumpuREY. I think so.

Senator Krrr. Do you contemplate it is going to be much different
in the future?

Secretary Hunmrarey. Well, that is pretty hard to say. I hope
we are not going into another world war.

Senator KErr. 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 Humrarey. 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 machinerv 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 Kegrr. 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 Humrnrey. I think thatisright. Thope not.

Senator Kerr. Would you tell the committee briefly what your
basic concept of the objectives of this legislation are. )

Secretary Humprrey. 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 Humprrey. 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 taritts would create just
the opposite.

Secretary Humrurey. 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 Krrr. 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 1t ¢

Secretary Humpnrey. That is right. That will increase our mar-
kets in the world.

Senator Kerr. Are we best served by a program that will develop
greater industry in a friendly nation, that is owned by the interests
in that nation, or by owners in this country? ) )

Secretary HumpareY. I think that investment by Amerieans in
foreign countries is a desirable thing to have developed———

Senator Kerr. For what primary objective?
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Secretary Huarenrey. Where it can be done on a sound basis.

Senator Kerr. For what primary objective?

Secretary Humpurey. 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 Krrr. 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 /

ecretary Hoyprarey. 1f 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 Huxrrrey. Senator, I 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 personally knew of before I came
here, where investment was made abroad by .\merican companies, was
for the purpose of making foreign sales and expanding foreign busi-
ness in the country where the production was made.

Senator Krrr. 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 .\merican producing com-
panies from their sources of supply abroad?

Secretary Huaprirey. 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 Huarpngrey. 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. o

Senator Kerr. Don’t you think that the imports should be limited
to necessary quantities that we are unable to economically produce
here? . )

Secretary Humeurey. I think the very sound thing that we should
do, Senator, in a case of that kind—and that 1s 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 1_:he 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 Huxrenrey. 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 froni 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 Humpnrey. 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 Hoyrrrey. No, I wouldn’t be abit 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 oz}
husiness. The same thing is true in a lot of businesses where it jsn’t,
the importations that are doing it. It is the stimulation that we ind
of uneconomic, increased productivity which is not normally 00;11-
mercial. )

Senator Krrr. You referred to the oil business, and T am olad you
did. T am sure that you are aware that every bit of the bu&lenséme
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volume of imports coming into this country now to the detriment both
of the domestic o0il 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 Huyparey. I think very much the same

Senator Kerr. That is true, isn't it, generally

Secretary Huapurey. I think very much the same thing is true—
and my attitude of what should be done in the oil business 1s the same
as that which I have indicated in the lead and zinc business. I think
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 it
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 commerce, 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 Husrpurey. 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 American
operators to produce abroad and birng the products 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, and the
extent to whicly it is built enriches them without providng a stronger
base for international trade.

Secretary HunmparEY. 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 songht.

Senator Kerr. We are talking about the future.

Secretary HuspHREY. 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, tirst on page 2, about measures
caleulated to further strengthen .\merican 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 Humrurey. No. I think that is not true, Senator. 1
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 HuarHreY. That is right. Lead and zine.

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 avallable 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. T 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 0% 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 livine
in their country and increases the demand, the more that is done thf;

A . X "
more We.have the opportunity to supply it and thereby bring money
to us besides—— it d : .

Senator KERr. it does just the opposite, bring ab ; :
where they are in better position and%%t in an imgi)rm(r):dtl; gosslitgﬁtlon
send it out, that is just the opposite. n to

Secretary HumpHREY. It is conceivable that such a thing could
cur. But as I say, in practice, I just do not know of it Eeinfr d o
for that purpose. You take the tire companies, the chemical c::]e
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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
vou 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 1s 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 Huarurey. 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 Husmreurey. That is right.

Senator Kerr. 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 Humparey. 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 Hunpurey. Oh, yes. I pointed that out.

Senator Kerr. And in a situation of tremendous deflation.

Secretary HumpHrEY. 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 Kekr. 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 help to exist. and now we are
going to have to strengthen ours to survive in the competition we have
helped to develop. _ _

Secretary Houmrnrey. You are certainly 100 percent right, and I
am very concerned about keeping our competitive position, increasing
our competitive position and increasing onr 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 HuamrHrey. 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. o

1 think it is a matter, as T 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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cally 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 Hunmpenrey. 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 Humpurey. 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 KXerr. When he is not familiar with the details himself,
isn’t it possible that he might have too much help?

Secretary Humpurey. 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 CrHaRMAN. Senator Martin.

Senator MarriN. 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 1t is going to be very necessary to have the highest 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 HumpHREY. T certainly do.

Senator MarTIN. Mr. Secretary, you stated a moment ago that we
are interested in protecting the working people of our cmu:trv whose
product is to be exported, and we also want to protect the working-
men who make products that are competitive with importation

Secretary Humpnrey, 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 Huampngey. Senator, I don’t believe I would have any
way of knowing that. I don’t know that. I don’t see why it should
be so.

Senator MarTiN. We will take the automobile industry. We will
take the food industry. Take In my own State the Heinz indus-
try which has developed factories all over the world. What I am
getting at Is that it makes it still more important that we probably
write into this law certain safecuards 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 Humpirrey. It seems to me from my limited experience
in that field, that you have all the safeguards you need. 1 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 cne further thing that has to be mentioned that must be
taken into this very fine balance, this very fine equation, and that is
the American consumer. The .\merican consumer is entitled and
should have price competition on his products 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 dehicate bal-
ance with respect to the protection of the consumer, with respact to
the protection of the man who is competing with imports and for
the protection of the man who is making goods for exporation. 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, he doesn’t have any-
thing with which to purchase the goods that are imported regardless
of how cheap they may be. Take for example the wateh industry of
our country. There were 8,000 men employed approximately in the
watch industry of our country. There isn't any question that hy reason
of wages and things of that kind the Swiss can make watches much
cheaper than we 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 United 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
praduction, yet those who know say there is more oil in the eround
than has ever been taken out. It looks as if that ought to be in ome
way protected because there are thousands and thousands of men
employed in those fields, and they are technical men, and you can-

mot put them in other kinds of employment, just like coal miners.
59884—55—pt. 1——7




92 TRADE AGREEMENTS EXTENSION

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 T somewhat feel that things like that
ought to have some kind of protection and help.

ecretary Humprrey. 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.

Scnator 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 HomprRrey. I think, as I seeit, 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 HUMPHREY. You mean just recently ?

Senator FREaR. Say within 3 or 4 years.

Secretary Humparey. I don’t know over any extended period, but T
think recently there have been 10 or 12.

Ser;ator 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 Humparey. I am sure it must have been or he wouldn’
have done 1t, 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 1s{xpegsive body to do that.

Also in your statement, Mr. Secretary, you say: Mainta;
strength and value of the United States dollar as a vita] palrtta Ior; (1,;11::.
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 Monda
you recited the facts upon questioning where our dollar purchasiny
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 previzus
administration part of the deficit in the first fiscal year of the present
administration; in other words, a carryover of something like $)
billion. The President has recently recommended to the t(“opgress,
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 HuMPHREY. Senator, I asked the secretary here this morn-
ing, if she had put me on the payroll of this committee because I am
spending so much time here. 1 will be delighted to go into that subject
with you, but that is going to be another long session. If you don't
mind, T would suggest we take it up then, because there will be a lot
of discussion about it.

Senator Frear. At that time, when it comes up?

Secretary Huamrnrey. I think so.

Senator Frrar. I am willing to wait a little while on that, Mr.
Secretary.

Secretary Hu arenigey. 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 T 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 CrramaraN. Senator Williams.

Senator WiLLrans. Mr. Secretary, you referred a moment ago to the
fact that there had recently been 10 or 12 recommendations of the
Tarifft Commission to the President. Were they for higher or lower
tariffs?

Secretary Huarnrey. Senator, I can't give you the details of them.
I remember one at a time, but I can't tell you the details. 1 don’t
remember what the changes were.

Senator Frrar. In view of the fact that it is recognized we are
approaching a more competitive period of time as far as industrv 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 Hunmpurey. I said, Senator, before—and T firmly bel'eve
it—that I think there will have to be adjustments probably both ways.

Senator WiLriays. 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 HumprRey. 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 CHarMAN. Senator Long. o

Senator Lone. 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 ITumrarey. Well, it is quite different, of course, thin a
subsidy. They arven’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 Lone. 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 HumpHrEY. Senator, I think just to express it—and
these things ave 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,
tha{)t 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 Humpurey. Then there is very little difference.

Senator Long. There is very little difference.

Secretary Humpurey. If it happens to be in relation to the other.
It is pretty hard to get relationships which are the same,

Senator Loxag. 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 Humpnrey. No, it wouldn’t be the same, but it is ap-
proaching it.

Senator Lone. It is very similar in its effect, at least let’s put it
that way.

Secretary Humpurey. It is approaching a similar effect.

Senator Lone. 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 HunmpHREY. It is paid by whoever uses it, whoever buys
the things that the tariff is on.

Senator Lone. Insofar as it is our tariff, it is paid by our consumers

Secretary HumpHrEY. Whoever uses it, that is right. o

Senator LoNG. Rather than the industry that produces it abroad
and sends it 111{1 That is rieht. Tt

Secretary HUMPHREY. at 1s right. It comes in at a prie 3
tariff itself is paid by the fellow who is sending the golodlscein Tbﬁ:
that does affect the price level in this country. ’
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Senator Lona. He is forced, in turn, to pass that along to those who
purchase the product by adding that to his price.

Secretary Humpurey. 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 HumpuREY. 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 Humpurey. No, I have not.

Senator Loxc. 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 HuspaREY. I just frankly do not know, Senator. I have
never studied it, so I couldn’t express an opinion.

Senator Lona. 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 therr living standards, although it might reflect
itself in the cost of the product. Does that have any appeual to you
as a possibility ?

Secretary Humpurey. 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 Humrpurey. I don’t know what it would be.

Senator Lowne. 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 Homeurey. Well, I don’t know.

Senator Lone. That is all. Thank you, Mr. Chairman.

The Cuatmraran. Senator Flanders. '

Senator FrLanpers. 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.




96 TRADE AGREEMENTS EXTENSION

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. 1 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 Humrnrey. You mean if there is nothing done at allt

Senator Franpers. If there are no trade barriers. That is the first
hypothetical assumption.

gecretary Humrurey. 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 FLaxpers. There is no bar to American investment in that
country.

Secretary Humenrey. 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 FLanpers. 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 J apanese, not
so acutely as it did with the Chinese. But for my own satisfaction, I
must see fairly clearly what the results of that sifuation 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 Humenrey. 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 hreadth of knowl-
edge to come out with any firm generalities and say that is it. ] think
you are going to move ahead and we are going to see what goes on and
1f 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 o 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, “re‘ﬁtw o
to take that element into account in almost every situation. So I thil k
that the consideration of this more or less theoretical change s a llqef:ﬂ
exercise. = )

Secretary Hunprirey. Just frankly, I have always heen afraid my-

self of just practicing theory and following theory around. There 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. T 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 FLanpers. 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, 1t 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 Humrurey. Which, of course, involves

Senator Fr.anprrs. Yes.

Secretary Hunmprirey (continuing). A strong economy, particularly
in friendly nations. e are not alone in the world.

Senator Franpers. Yes, all right.

Secretary HumrHREY. One of the things we have to think of in our
own self-interest is the strength of friendly nations elsewhere in the
world.

Senator Franpers. Yes.

It seems to me, Mr. Secretary, that particularly in Western Furope
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 HumpuREY. It is always easier to settle the other fellow’s
problem than it is your own.

Senator FLANDERS. Yes.

Secretary Humpnrey. 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 FLanpers. So far as it affects you and me sitting here, it
does set limits on what we would be prepared to do ourselves. 1f 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 Humpurey. I agree with you.

Senator Franpers. All right. o

There is another more serious situation which T think 1s more
closely connected with the original hypothetical question. and that
is the rising Japanese competition. 1t 1s 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 manufacturin
country. They are not. It is a natural, a natural combination o
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 wayv.

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 wil] not
protect industry and particularly the labor engaged in it? What
sets the limits? Where doI w}? df{avg the line?1

Secretary Humpnrey. I think, Senator, that is what T mes
Isay that y}:)u can follow theory too far, and that there is no tllzgrgzlilc?}
line that you can draw, that this is a matter of balance and judgment
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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 Franprrs. 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?

S‘ecretary Huxpurey. If it results in any effectiveness; yes.

Senator FLanpErs. 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 Huyrurey. 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 Franpers. The only question is: Is that somebody jus-
tifiably mad. That is the $¢4 question.

Now, I will end by saying that I sent a memorandum to President
Eisenhower via Gov. Sherman Adams, giving come 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 mv intelligence and swallow my conscience and go with
the administration.

Where there seem to be important matters involved, T 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 T have
done in this case, and I am not yet ready, Mr. Chairman, to put this
memorandum on the record, because T 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 Hoarrurey. Thank you very much. Just so you don’t
choke on swallowing all these difficult things, I would just 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 bill and
then use our heads and judgment and work forward from that point,
having in mind, as T have said, one criterion, that that is the best way
to handle an extremely difficult problem that nobody knows very
much about.

Senator Franpers. Thank you.

The Crairman. Senator Barkley.

Senator BarkLey. 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 Humprrey. I haven’t it. I will see that it is supplied.

TREASURY DEPARTMENT,
Washington, March 7, 1955.
Hon. HarrY F. BYRD,
Chairman, Committce on Finance,
United States Senate, Washington, D. C.

MY DEArR 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,
Secrctary 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 Luxzembourg

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 BarerLey. 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 wag 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 ,i'Iouse
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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 ensdcted, 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 T amm 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? o

Secretary Humpurey. 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 llmltat_lons—’—thls 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 BargrLey. 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 Barkrey. He may do nothing about it or go anywhere from
nothing to 5 each year over a period of 3 years. .

Secretary Humprarey. That is right. That is as T understand it.

Senator Bargrey. Is it possible to deal with as delicate a thing as
tariffs either by Congress or the Tariff Commission or by the President
on the recommendation of the Tariff Commission withount 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 Humrurey. 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
T 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
Jarge would be equal to the loss of a million jobs in the United States.
‘Would you be able to confirm that?

Secretary Hrmenrey. I am not able to confirm that. T think you
asked me that the other day, and I haven't had a chance to look that
up. I cannot confirm it. .

Senator Barkrey. 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 vou know whether that would be substantially true?

Secretary Humreurey. I cannot comment on that speciﬁballv. 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 foreion trade.

Senator Barxrey. War came along and interferred with normal
channels of trade and the economic situation.

Secretary Humrerurey. 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 Barkrey. 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 abnorma)
time when war and economie conditions have interferred with interna.
tional trade. - It ; best tud

Secretary Humrurey. It 1s my best judgment that w o
try it. Whether this'is .the best way or not, I don't kns\v(?ubllgzogl)
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 t(his
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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 HumpHREY. It is our selfish interest in a broad way not
in a narrow, selfish viewpoint.

Senator Barkrey. That isall.

The CrHAIRMAN. 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 Kuropean 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 Kurope 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 1930 Tarift \\ct, 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 recommiending that amount to be the tariif.

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 i2
we did not extend, if Congress does not extend, the 1934 Trade
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 judgment 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— 3
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 Homparey. My information doesn’t go over any such
period, Senator. Iam not familiar with that, I will say that.

Senator MarLoNE. Did you ever hear of one?

Secretary HumeHRrEY. That doesn’t indicate that there has or has
not been one,

Senator MaroNE. Did you ever hear of one?

Secretary HumpHREY. 1 have not.

Senator MarLoNE. I think you can take for granted that there have
been none. I was interested in your testimony that it should be 2 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 MarLoNE. What was this broad basis?
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Secretary Homragey. 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 Humrarey. The best interests of this country, whatever
they may be or however they may be.,

Senator MaLoNE. What are they?

Secretary Humrarey. 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 ITuMrHReY. It is hard to think up all the situations that
might occur.

Senator MaLoNE. Just one.

Secretary Huyrarey. There are so many ways in so many places
where our security is involved that T think that that also should be
given the very first consideration.

Senator MaronNe. (Give us one example.

Secretary Humprrey. I will try to think of one that is very simple.

Senator MaLoNE. Then I will understand it.

Secretary Humrrrey. I don’t understand it unless it is simple.

Senator MarLoNe. I will take exception with that, too. Don’t hesi-
tate to give us an example.

Secretary HuMrHREY. 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 HuMrHREY. You might have it either way.

Senator MaLoNE. Let’sleave 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. 1Inthatevent,
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. o

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 MaroNe. You brought it up.

Secretary HumpPHREY. 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 Marone. That is a pretty good example.

Secretary HumMmpHREY. Yes.

Senator MaroNe. 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. 1
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 T haven’t.

Senator Marone. 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 isa },r,iood thing t(‘) N(fiohanl(} y¥u are in favor of it? ’

Secretary Humparey. With all of the fact-finding provis;
the safeguards that are provided. g1 sions and

Senator MarLoNne. What rls}a;feguards are provided ?

Secretary HumpHREY. There is a tremendous study g i
that is gone through with each decision that is reached. ¥ and routine

Senator Marone. Who nlﬁ)alées the (situdy?

Secretary HumpHREY. Different departments of the
who are charged with the responsibility for doing that. Government
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Senator MavroNe. 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 Humrnrey. Finally, as to whether the determination
the Tariff Commission on the escape clause will be effective. that is up
to the President.

Senator Marone. In other words

Seeretary HunmreHRrey. The President has that power,

Senator MaLoNE. In other words, the history of the escape clause
shows it 1s 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 in this move-
ment—their decision is final.

Secretary Husrrurey. 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 Maronz. In other words, the executive department

Secretary Huarnrey. The final decision is up to the I’resident.
It finally lands in the President of the United States.

Senator Marone. Has the final decision to make as a result of that
study.

Secretary Ilumpitrey. The President of the United States has the
authority to make that final decision.

Senator MaLoNe. The President is part of the Fxecutive, is he not?

Secretary Humprnirey. That is correct.

Senator MaLone. The final decision, regardless of any study made
by any department other than the Iixecutive Department, rests in the
Executive Department of the Government as to whether or not the
clause will be invoked.

Secretary HuyrHREY. Yes, sir.

Senator Maronk. Then, I understood you to say, that you think
it is to the advantage to the United States of America to have that
particular authority vested in the President of the United States.

Secretary Huarphrey. I do, Senator, yes. 1 think that is the way
to proceed with this, to see where we go.

genutor MiLone. And he does have the authority, spearheaded,
of course, by the State Department, and that has been the history
of the whole thing, to re-make the industrial map of the United
States; that is to say, he 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 suffer through these agreements. He can
name those.

Secretary Humenirey. 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 MaronE. I thought we settled that. He is the one that
picks out the industries that he will make the trade agreement- on
and lower the tariffs or duties on, 1s he not/

59884—55—pt. 1——8
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Secretary HumpHREY. Does what ?

Senator MaLoNE. The executive department.

Secretary HumpHrey. The executive department; yes. )

Senator Marone. Designates the industries where the duties or
tariffs are to be lowered. . .

Secretary HompHREY. 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 Humerarey. That is correct.

Senator MaLonk. Executive department first designates the indus-
try upon which the tariff is to be cut, makes the agreement to cut
iti1 whatever amount he cares to, and is the final arbiter at the end under
the act.

Secretary HoMpHREY. 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 M1LLIEIN. Would you yield just for a moment ?

Senator MALONE. Surely.

Senator MiLLikIN. 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 Humpnrey. That is correct, on a purely peril-point de-
termination.

Senator MiLLIkIN, On peril point or anything else.

I Secretary Humerrey. Congress, of course, can always pass another
aw.

Senator MrLikin. That is the end point.

Senator MaLonNE. 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 ? ’

Secretary HumrHREY. I understood you to say that.

Senator MaLoNE. You know that is the law.

Secretary HumpaREY. Unless Congress does nothing else.
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 wa o
standard of living, taxes, and other factors between this i\lation ar%d
the competing nation on each product and recommends that to be the
tariff.

Secretary HumpHREY. That is right.

If you
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Senator Maronk. That is a principle laid down by Congress.

Secretary HuypHreY. I understand that.

Senator MarLoNe. 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 HumpraHREY. 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

rotected 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 Marone. 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 M.arone. Congress can act. Congress can do precisely
what it wants right now.

Secretary Humpurey. That it right.

Senator MaLone. We all understand that.

Secretary Huwmrnrey. I think—let us be perfectly clear about
this

Senator MaroNe. All right.

Secretary ITumpHrey. 1 think instead of going back to the law, as
you suggest, which fixes an arbitrary determination on the basis of
cost

Senator MarLo~ne. The principle.

Secretary Humrrrey. That is right. In view of the state of the
world today, this other way of approaching it is better.

Senator MaLoxk. In other words, you believe

Secretary HumpHREY. I would rather try it this way than the old
way under present conditions.

Senator MarLoNE. 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 MaroNE. At the discretion of the President?

Secretary HumpHREY. If it isn’t, and he abuses that power, Con-
gress is right there to check him.

Senator MaroNeE. We hope 1t 1s.

Secretary HumpHRrEY. I hope so, too. )

Senator Marone. 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 HumpnrEy. What do you mean? _ ‘

Senator Marone. How do you understand that the peril point
operates?
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Secretary Homreugey. I am not prepared to discuss the details.
Senator Marone. I will explain it to you. I hope someone Wl
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 1t, 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 Husparey. I think that is true.

Senator MaroNE. 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 Humpurey, If they run out on their side, we have the
privilege of disavowing too. It is even-Stephen.

Senator Mavone. 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 ?

y Secretary Hunmpurey. I am not prepared to say, Senator. I don’t
now.

Senator Marove. I know of none. T 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. IEvery nation—of course, that 1s a broad state-
ment, there may be 1 or 2 exceptions—but almost every nation has done
exactly what T 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 it. ’

Secretary HuarpHREY. 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 Maront. No, it is not.

Secretary Humrirey. The past administrations—I am not here
defending the past administration or any administration.

Senator MarLoNe., Or your own administration.

Secretarv HumrHREY. Or our own administration.

Senator MarLoNE. Our own administration.

Secretary HumpHREY. Our own administration. T am not doin
that. T am assuming that whatever Jaw you have, it should be wel]
administered.

Senator MaLoN. No, that is not my objection to it at all. My obie
tion is that there is no principle involved. We built this NzitionJ ocx;
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 alone
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

:%eie factors we are talking about. The Tariff Commission could do
at.

_ Secretary Humpurey. 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 MaronE. 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. Jle 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 HumprrEY. I didn’t say that. I said it was one of the
elements to be taken into account.

Senator MarLong. 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 Humenirey. I don't know. I don’t know that you can
make a broad statement. I think that is the difference in vour 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 straitjacket
that program and saying that 1s where we ought ‘o be. TPerhaps
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 problem 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 henefit, for the
security of this country and the people in it.

Senator MaLoNE. You are a businessman and a banker and T will
ask you another question. Do you think that private investments
are encouraged hy a law of this kind: that 1s. 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 HuspHREY. When it comes to the security of the coun-
try—there are a lot of ways the President )

‘Senator MaLoNE. T am not talking about the security of the country,
T am talking about investments. ]

Qecretary Hunernrey. 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. L.

Senator Marone. 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 Humpurey. 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 Humpurey. 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 Marone. 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 MaroNE. Iam 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 coming. 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 HumpareY. That where what has the legitimate com-

laint ¢
P Senator MaLonE. That we have a legitimate complaint.

Secretary Humenrey. 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 MarLoNE. 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 HumpareY. To the extent of the security of the country
being involved, that is something that has to be taken into account.

Senator Marone. 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 Homesrey. I do not.

bSe;xator Marone. I presume you know that that has been brought
about.

Secretary Humreurey. I don’t know.

Senator MaLoNE. You are getting 900,000 tons of manganese an-
nually from India. ’ ‘

Secretary Humrurey. We haven’t any manganese in this country
that will support us.

Senator Marong. I thought you didn’t want to discuss details.
If you want to go into that, we will.

ecretary Humparey. 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 Marone. 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 Humprrey. When you are talking about the Western
Hemisphere, that is quite different. That is not this country.

Senator MaLo~xe. 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 1it.

Secretary Huapurey. 1 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 Homprrey. 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 214 years and haven’t kept up with it.

Secretary Huseurey. That might be.
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Senator Marone. 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 8
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 fesv 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 apd 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 advantace
of iron ore as a byproduct whereas the taconite deposits have no bt;-
product value.

The second would be the manganese deposits in Maine where it ig
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 maoni-
tude that serious research work is warranted. &

The third possibility is the recovery of manganese from bls .
nace slags. Ift has been estimated that nearly one-half oull-rl.rslfnfll::]
needs could be met from this source. If it were only one-thirq (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-

osits.

P 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 push research and pilot plant
work on the large Tow-grade manganese deposits in this country.
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 IT 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 1s 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 1n
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
zine now—went into country rock. It is a 10-cent price or 1l-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 1t represented the difference, it
would have been very helpful. Would you agree to that? _

Secretary Humrarey. 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 Humparey. There was a great rush to buy lead and zine
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 Marone. It is still going on.

Secretary Humrarey. 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 Marone. 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 [ 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 Humparey. 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 MarLoNE. Why don’t we give the Tariff Commission the
elasticity ?

Secretary HumpHREY. 1 have answered that.

Senator Marone. On a principle.

Secretary HuMPHREY. 1 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 éhe law. - Nt for 11 .

ecretar uMPHREY. Not for the present. Whether we i
to that, I dzn’t know. Not for the present. we will get

Senator MALoNE. You know that there have been probably 500

industries badly injured. I will name 2 or 3 or 4. You know tilat
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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 MaroNE. Is that an uneconomic production of copper in
Nevada?

Secretary HumprHREY. 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 Humpurey. This was a war measure you are talking
about now,

Senator MaLoNe. What is that?

Secretary ITumprrey. That is a war measure, rapid production
was a war measure. It was dreamed up as a method of increasing
production.

Senator MarLone. 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 Marone. I thought you just said the opporite a while ago,
to produce more than necessary for the market.

ecretary HumPHREY. 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 Maro~NE. 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.

ecretary Humrurey. 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
couldn’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 the
war.

Secretary Hunmrurey. In what regard? If we can save a little
money, I would like to.

Senator Marone. 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. 1
don’t think you can save any money




118 TRADE AGREEMENTS EXTENSION

Secretary Humpugey. 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 Maro~Ne. 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 Humrurey. 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 Marone. Ididn’t say that. Isaidin 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 Huseurey. That may be true, that in a few cases that
happens, but the great majority of cases are on their own.

Senator Marone. If youreduce 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 Humprrey. 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 Huyprrey. You have a very fine line.  None of us do the
(xifery best we can unless we have some pretty sharp prod making us

o it.

Senator MaroNe. We have domestic competition.

Sdemjetary Humrarey. And you need some real competition in order
to do 1t.

Senator MarLoNE. You mean, you need low-wage competition from
foreign nations to stimulate our production here?

Secretary Humpurey. I don’t think so.

Senator MaLoNe. What did you mean by that?

Secretary HunMpPHREY. You need competition to spur you on.

Senator Marone. Foreign competition ?

" Secretary Humpurey. I think some foreign competition.

Senator Marone. Low-wage competition?

Secretary Humpurey. 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 HuarpHREY. What ?

Senator MALONE. (zive 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 MaroNe. 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.

Asin a gas war, when one of them_goes 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.

Mzr. Secretary, would you subseribe 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
msurance, and the investors through making up part of their invest-
ments in some way ?

Seeretary Hunmrurey. 1 was asked that earlier.

Senator Maro~NE. T missed it. T am sorry.

Secretary Huamrrrey. I said I didn’t want to comment on any gen-
erality about it, and T have never heard of or seen a plan that seemed
to me that was very appropriate.

Senator MaLoNE. I never did, either. I thought I would ask you
because

Secretary Humrurey. 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 organizatioin.
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 HumpPHrEY. 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.

S:nator Marone. 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 Hunmpurey. And do what?

Senator MavLoNE. 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 HusmpHREY. I never heard it.

Senator Mavrong. 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 Humpurey. 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 Humparey. Fine. Thank you.

Senator Marone. I think that is all, Mr. Chairman.

The CHAIRMAN. SenatoSr Carlson?

Senator CarLsoN. Mr, Secretary, in your response to a i
Senator Barkley’s, the Senator from Kentucky,pI illferredqgf)sxgo;oglf-
answer that you would be opposed to import quotas on commodities to
be established by the Congriss.k S

Secretary Humrurey. I think, Senator, that import quotas ap
avoided if they possibly can. 1 am not sure thatlthey labsol; Eula oo
be avoided, but I think they are about the last thing to }l ey can
avoid it. ’ & 10 11%6, 11 you can

Of course, we have them and_ use them agricultm-allv, on agrieyl-
tural products, but they are difficult of enforcement, and ﬂ\:y ave
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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 Hompurey. That is correct.

Senator CarLson. In that report, did you not recommend that there
be a limitation on the imports of o1l, based on the averages for 19542

Secretary Humpurey. We did.

Senator CarLsoN. Now, may I ask you this question: What appro-
zriate action do you expect to be taken to carry that into effect unless

Jongress 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 CarLsoN. 1 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 Husmrurry. That is correct. I think the report says that
we hope it will be worked out by independent, voluntury action,
which can easily be accomplished in view of the very accurate statis-
tics that are kept and the availability of those statistics to everyone
concerned.

It it develops that it works that way, it will be fine. If it doesn’t
develop that it works that way, we will have to give further consid-
eration to what will have to be done.

Senator CarrLsoN. I am 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 1954 will be 16.6
percent, and the present importations in 1955 on the present basis
of imports, based on domestic production, is running 19 percent.

Secretary Huarngey. 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 temperature 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 Huompurey. 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 dene. 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 HunmrHREY. 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 CarusoN. 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 HuampHrEY. 1 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 CarrsoN. 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 BENNETT. 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 T got
from your testimony. Certainly, at that time 1 did not know the
exact language that affects that in the law, but I think we should et
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:

r any other departments or independent establishments of -
gooz;)e";ate fullypwith the Comm?ssion to the purpose of taggi(;]}g‘ glr‘llzlm?s];:g?}gl

in its work, and when directed by the President, shall furnish to the issi
on its request all records, papers, and information in their possession(.}ommlSSlon

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
existence today. The President knows more about that than any other
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 BExNeTT. 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 Taritf 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 Lone. May I ask one further question?

The Cuarman. Senator Long.

Senator Lone. 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 HumpHREY. I saw it, yes.

Senator Loxng. Do you know anything about that matter?

Secretary HuMPHREY. Yes, I know alot about it.

Senator Long. Could you give us your estimate of the loss?

Secretatry HumpHureY. It has been tremendously exaggerated.

Senator gEORGE. What is it, Mr. Secretary? I saw the story, but
couldn’t get it.

Secretary Humrurey. 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 CHarRMAN. Can there be retroactive action so there won’t be
any loss?

gecretary Houmrearey. Yes, I think so, so as to cover it for the full

ear.
Y The CaHaRMAN. You don’t think there will be any loss if you make
it retroactive?

Secretary Humparey. 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
might have been under that particular section ?

Secretary HumpurEY. 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?

ecretary HumpHREY. An inadvertent loophole, yes.

Senator Georce. It is largely procedural, isn’t it ¢

Secretary HumpHREY. Yes. It is largely procedural.

Senator GrorGe. It can be corrected and made retroactive.

Secretary HuompHREY. That is correct. That is one of the things we
will lay before you.

Senator LoNc. 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 CrarMaN. 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 Chair 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 WiLsonN. Mr. Chairman and members of the committee
1 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. A1l 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 Eut 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.



TRADE AGREEMENTS EXTENSION 125

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 o