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IMPORT TAX ON LEAD AND ZINC

MONDAY, JULY 282, 1957

UnitED STATES SENATE,
ComaiTree oN FINANCE
Washington, b. ¢.

The committee met, pursuant to call, at 10:10 a, m., in room 812,
Seanie. Office Building, Senator Harry Flood Byrd (chairman)

residing,
P Preserﬁ:: Senators Byrd; Kerr, Freéar;-Anderson, Martin, Williams,
Malone, Carlson, gnd Bennett, S

Also present ;Elizabeth B. Springer chiefcleﬂ&\d%

The Crapfran. The commlt(?ye will come to order. .
The he??:ng today is on th biTl”"S.\2376, copy § which I now
lace in phe record. ~ ASo,\I submit for the record a letter from the
ecretay; of the Intérior, transmitting the original draft bill which
sequently” introduced by 'Senators Benpett and \Watkins as
Senatg’ bill 2876, -Departmen aT“re%orts 1Zcei ed from the United
Tariff Commissior fﬁ‘d*{?epa ments of \Treasury and Com-

(¢

a

mercg are likewise being ed in the tecotd at this point.
(The matter, efgr\red &s«/ﬁ‘)llows:) :

|

(8. 2876; 85t E’o g, Jat ness.] "
A BILL To amend the Inteél Revenue ?igébf/ 54 to impose import taxeg on lead and
f Re/ o

Be it\enacted by\{‘he enate and_House of Representdatives of the United States
of Amer{ca in Congreds assembled, That chapter 38 of the Internal Revenue Code
of 1954 1d hereby amended as follows? ™ s

(a)\ by redesignating.subichapters “D", \"B"”, “}, and “G"

chaptexs “B”, “F", “q‘ , and “H", fespectiyely ;

(b) by changing “F iy section) 4601 to “@", and b;/changlng “E” {n

sectlons 48Q1 and 4602 to “F* ; and - .
(c¢) byin e%’ a new subchapter “D" to read as foll «'v/s :

hereof as sub-

‘Subchapter D—Lead and Zine -
S, _M/"“"
“PART 1—LEAD
“Sro. 4645. (a) All duties imposed under paragraphs 72, 801, and 892 of the
Tariff Act of 1030 shall cease to be applied to articles specified in subsection (b)

of ' this section entered, or withdrawn from warehouse, for consumption on
and after the day of initlal application of this subsection pursuant to section

1

-
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AR and thereupon theee shianll be applied to sueh articles taxes at the rates
sef forth in subseetion (b, subjoet to the conditfons provided for theveln,

o) RATES o Paxes, -

“Aitfete

O the following atieles pros lided for
i paractaph 32 of the i itT et of
1o,

Lithoree .

Red tead . e

Orange mineral .

White tead . D e e el

Pigmends in ehfel vale of sub-
oo of Tead,

Ofher piriments contaming tead ..

On lvml-lw:nrmi ores, fhe dust, and
mattes of all Knds, provided (or in

sarapranpdy 3010 of the Tarfit et of

w30,

On led Bultion or base halllon, lead
i phe and bars, tead dvoss, e
elattned lead, sevap load, antimoninl
tead, autimoninl seiap load, typo
wetal, babhitt metal, solder, mid
alloys or combinations of lead, pro-
vided for fn paragraph 392 of the
Tarftl Act of 1930,

O lead fnsheets, pipe, shot, glazior's
Toad, amd foad wire, provided for in
parageaph 32 of the Tarhy Aet, 1030,

I the determined nverage market price for ted fs- -

Less than 17 cents
bt ot tess than
toeents per ponnd

116 conts per potind
T conts per ponnd .
14 conts per pound .
14 conts per ponningd
14 conts per ponnd

10 per centom ad
valonm,

Lo eont g potind
o the tead eon-
talned theein,

t cont per ponnd on

the tead eon-
tadned therefun,

1346 conts por ponnd.,

Loss than 10 cenls
bt not toss than
1hcents per ponnd

20 conts per porinl.
20 conts per ponnd.
20 conts pur pornnd.
200 conis per pound.
S eents per ponned.

20 per centum ad
valorem,

14 conts per ponnd
o the fewsd von-
tained therveln,

2 cents por pound

on the lead eon-
tined theveln,

234 conts per pounud.

Tass thuan th conts
per potnd

S cents per
Bt cents per o
A4 conts per ponnd.
S0 conts per pound,
AL conts por o,

30 per contum ad
vulorem,

2 conlg per ponnd
on the tead con.
tabned Hierein,

3 conly per porind

on the lead (on-
tnlned therein,

§ 9fo conts per poumd,
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“PART TI-ZINC

USEe, 45406, (n) AN duties imposed under paragraphs 77, 303, and 394 of the
Tarit Act of 1930 shall coake {o be applied to artieles speelled In subgoction (h)
of this section entered, or withdeawn from warehouse, for consumption on nnd
after the day of Inltual applieation of this subgection (b) of thix seetion pursuant
to section 45185 and thereupon there shall he applied (o such articles taxes at the
rates sel. forth In subsection (b), subjeet to the condiflong provided for therein.

“(h) RATEH or 'I'AXEH-—

“Artlelo

On the foltowing nrticles provided for
:I‘I‘I)llllli!lnlﬂl 77 of the "Farlif Act of
i

Zine oxlde and Teaded zine oxldes
mnlulnlnr not more than 26 prer
centam of lewd:

Inany form of dry powder. .

Ground Inor mixed with ol or
water,

Lithopone, snd other combinn.
tHons or tmixtures of 2ine sullido
wi] bardum sulphate:

Containg by welght less
than 30 per centum of zine
snifide,

Containiug by welght 40 per
centum or more of zine sul-
fide,

On zine-boaring ores of all kinds,
oxeept pyrites contalning not mare
than 3 per centum zine provided for
llu’s]‘)'unmrupll 303 of the Marli! Act of

On the followlng articles Jrovided for
tn paragraph 391 of the Tarlit Act of

030
Zino in blocks, plgs, orslabs. ...
Zinodust. ... oo i,
Zine In sheets:
Conted or plated with nickel

11 the determined averago murket price for zine s --

Less than 1434 cents
but not less than
133 eents per
pond

3% cont per pound .

4 coent per pound. ..

55 cont per pound. ..

7% eent per pound
ond 744 per
centum nd
valoren,

4, cent. per pound
on the zlne con-
talned therein,

145 cont per pound .. .
2fo cent per pound. .

114 conts per pound

Lo than 1344 cents
bt not less than
12} cents per
pound

Hia conts per pound

114 conts per ponned .

134 comts por pound.

131 cents por pound
und 16 per
centum wd
valorem,

140 conts per pound
on the zine con-
tained thereln,

144 cents per pound.
124 cents per pound.

214 cents per pound.

Loess than 1284 centy
per ponnd

1 1340 conts per
pound,
244 eents per pound,

24§ cents per pound

2% eants per ponnd
and 2244 per
centum ad
valorem,

114 cents per pound
on the zine eons
tuined therein,

2 cents per pound.
240 cents per pound,

336 conts per pound,

or other metal (excep, gold,

sllver, or platimim), or
solutions,
Other. . oo e, 1 cont per ponnd. ...} 2 cents {)cr pound...! 3 cents per pound.
Ol nnd worn-out zine fit only to | 35 cent per pound ...} 134 cents per pound.| 234 cents per pound,

bo remannfactured, zine dross,
und zine skimmings.

“PART III—GENERAL PROVISIONS

“Ske, 4547, Definition.—As used in this subchapter, the phrases ‘average mar-
ket price for lead' and ‘average market price for zine' mean, respectively, the
average market price for common lead (in standard shapes and sizes delivered
at New York City), and the average market price for slab zine (prime western,
free on hoard, Kast Saint Louls, Illinols), each determined for a period of three
consecutive calendar months as hereinafter provided,

“Ske, 4548, Applicability of taxes.—(n) The provisions of subsection (a) of
section 4545 and of subsection (a) of section 4546 shall be applied on and after
the first day of the calendar quarter-year following the notification by the United
States Tariff Commission made pursuant to subsection (b) of this section,

“(b) As soon as practicable after a day to be notified to the United States
Tariff Commission by the President, but in any event as soon as practicable
after the last day of the second month of the calendar quarter-year following
that in which this section is added to the Internal Revenue Code, the Commis-
ston shall determine the average market price for lea@d and the average market
price for zinc during the three consecutive calendar months ending on that day,
notify the Secretary of the Treasury of its determination, and cause such noti.



4 IMPORT TAX ON LEAD AND ZINC

flention to be published in the Federal Reglster, The average mavket prices so
notited and publighed shall be the determined average market prices governing
the applieability of the taxes sef forth in paets T and 11 of thig subchapter o
avticten dexeribed therein entered, or withdrawn from warchouse, for consutp-
tion duving the entendar quarter-year following the calendar quarter-year in
which such detevminntion ts made,

) The Part? Commission shall mnke a stimflae determination of the average
market price of lead nmd the avernge market price of zine for ench period of
three conseentive ealondnr wmonths ending at the close of the first two months
of each ealendiar quartev-year (beghming with the enlendne quarter-yenr fol-
Towing the notittention of the ‘Favifi® Commitssion fo the Secevetarvy of the Prensury
provide b for tn subpaengeaph (b)Y of {his sectlon), and, after notifleation and
pullieation ag in the enxe of the deferminations made pursunmt {o sibgeetion (h)
of this section, the average mavket prices go notifled and published shall be the
determined average market prices governing the applicability of the taxes set
forth in parts T and 1L of this subehaptor to articles deseribed therein entered,
or withdeawn from warchouse, for consmnption during the ealendar quarter-
your following the enlendar guarter-yonr In whieh sueh detertnination s mnde,

“() No tax shall bo applicd heveunder to the lead contained in copper, gold,
or silver ores, or capper mattes, or to the zine contiadned in lead or copper ores,
unless nefunlly rocovered.”

NEe. 20 (a) Subjeet (o the gualifieatlons provided for in subchapter D adidest
to the titernnd Rovenue Cade by seetion 1, thiz Acet shall enter info foree on the
day following the day of fts ennetinent,

(1) 'The troatiment provided for fmports of articles deseribed In gabehapter
D oof ehiapter 38 of the Internnt Revenue Code of 1054, added by section 1, shinll,
for the purposes of seetfon 350 of the ''avi Act of 1930, ng amended, be con-
stdored as having been in effeet continnonsly sinee the oviginnl ennctment of
seetion 350 Provided, '1hat, for the purposes of including n continunnee of the
customs treatmont provided for fn subchapter D in any teade agreement entered
into purdunnt to seetton 850 prior to the initinl apptiention of that subchaptor
parsunnt to seetion 4548 thereof, the provisions of seetion 4 of the Trade Agree-
ments Aet, ag nmended (10 U, 8, ¢ 1854), and of section 3 of the 1'rade Agree-
ments Extension Aet of 1031, as amended (19 U, 8. ¢. 1360), shall not apply.

DEPARTMENT OF T1TE INTERIOR,
OFFICE OF 'THE SECRETARY,
Washington, D. C., June 19, 1957.
Hon, Ricuarn M, Nixoy,
President of the Senate,
Washington, D, C.

Dear Mu, 'resibext: There is enclosed a draft bill to amend the Internal
Revenue Code of 1954 to impose import taxes on lead and zine,

1t i= requested that this proposed bill be referred to the appropriate commit-
tee for consideration, and it is recommended that it be enacted,

The draft bill would substitute for the present tariffs applicable to lead and
zine articles sliding seale exelse tnxes which would hecome effective when prices
decline to levels that would threaten serfous injury to domestie producers. Such
excise taxes would be suspended when prices return to and remain firm at levels
sufficiently high to prevent economie distress to the domestic industries. The
proposed excise taxes applicable to each of the commodities would be imposed
in three stages as follows:

1. For lead metal (as distinguished from ores, concentrates, and other forms
of wnmanufactured lead), if the average price during a 3-month period is—

17 cents or above, the excise tax would be suspended ;
16 cents to 17 cents, the exclse tax would be 1 cent;

15 conts to 16 cents, the excise tax would be 2 cents;
Below 15 cents, the excise tax would be 8 cents.

2, For zinc metal (as distinguished from ores, concentrates, and other forms
of unmanufactured zine), if the average price during a 8-month period is—

1414 cents ar above, the excise tax would be suspended ;

1314 cents to 1416 cents, the excise tax would be one-half cent;
1214 cents to 1314 cents, the excise tax would be 114 cents;
Below 121 cents, the exclse tax would be 2 cents,
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The application of the appropriate excise taxes would be made quarterly,
Determination of the avernge prices for lead and zine which would form the hasis
for the taxes to be hmposed In any particular quarter would be made by the Tariff
Commisslon at the end of the second month of the preceding guarter, based upon
prices durlng the preceding 8 calendur months for common lead in the New York
City market, and for slab zine in the Bast 8t. Louls, 111, market.

Scction 2 (h) 1y designed to clarify the stutus of these products under exist.
Ing trade-ngreements leglslation,

The desirabllity of legislution atong the lines proposed in the draft bill has
been particularly demonstrated by the recent sharp decline in the prices of these
two commodities and the inereasing surpluses in the world markets.

The threat of injury fuced by these Industries stems largely from actlons taken
a8 n result of the Korean conflict,  The Federnl Government, at that time stimu-
Infed production of many essentinl minerals at home and abroad in the free
world,  Minernl raw mnterinls were needed to bulld ships, tanks, guns, and
plunes for immediate use, and In order to accelerate stockpiling, IPrice controls
fn the United States held down the expanston of domestie production of Iead and
zine aud prevented domestie producers from taking full advantage of worldwide
demud,  Forelgn producers, not subject to such price controls, expanded pro-
duction rapidly.

Following the armistice in Korea, antieipanted demund for lead and zine did
nol. mnterinlize, and prices declined sharply. Domestic producers promptly cut
baek thelr production but forelgn producers generally dld not. Some of them
may hnve heen able to write off thelr plant costs by the high prices they had
recolved in forelgn murkets, or the grade of ore and labor costs may have per-
mitted them to produce more cheaply. In any event, record imports of these
commodities entered the country and domestic producers experienced distress,

Innsmuch as the tariff rates on lead and zine had been reduced under trade
agreements, the industries petitioned for relief under the “escape clause.” The
Tariff Commission recommended the maximum permissgible inereases in the duties
on these commodities, However, the Presldent, acting In the overall national
interest, did not implement these recommendations; instead, he directed that
procurement for the strategic stockpile and exchange of agricultural surplusges
for lead and zine be nccelerated, These Government procurement programs have
sorved to holster the market for some time, but present market conditions are
;mjch that the lend and zine industries again are threatened with substantial

njury.

The proposed hill would provide the kind of protection we believe the domestic
producers of lead and zine require, without materially restricting, at the same
time, necded fmports of these commodities. Enactment of the proposal will con-
stitute legislative authorization for this important aspect of the administration’s
}%vﬁrg-range minerals program as it was presented to the Congress on June 4,

The Bureau of the Budget has advised that there i8 no objection to the sub-
mission of this proposed legislation to the Congress.

Sincerely yours,
FRED A, SEATON,
Secretary of the Interior.

UNITED STATES TARIFF C0OMMISSION,
Washington, July 29, 1957,

MEMORANDUM FOR THE SENATE COMMITTEE ON FINANCE ON S. 2376 AND THE House
COMMITTEE ON WAYS AND MEANS oN H, R. 8265 Anp H. R, 8792, IDENTICAL
Brirs INTRODUCED IN THE 85TH CONGRESS 1'0 AMEND THE INTERNAL REVENUE
Cobe or 1954 To IMPOSE IMPORT TAXES ON LEAD AND ZINC

Since 8. 2376 and H. R. 8257 and H. R, 8702 are identical, they will, for con-
venience, herelnafter be referred to collectively as “the bill.”

ANALYSIS OF THE PROVISIONS OF THE BILL

General plan of proposal.—Section 1 of the bill would make the necessary
changes in chapter 88 of the Internal Revenue Code of 1954 in order to accom-
modate the insertion therein, in proper sequence, of a new subchapter D.

Sections 4546 and 45646 of subchapter D would, when effective, discontinue
the application of tariff duties presently imposed on the lead and zine articles
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provided for tn paragraphs 72, 77, 401, 392, 303, and 894 of the PaviT Act of 1930,
and in Heu thereof would establish for these articles a sehedule of tmport taxes
to bhe assessed under the Internal Revenue Code.  Under the provisions of the
bill there would be imposed during ench calendar gquarter year, upon each
fmported article of lead or zine, 1 or 3 rates of import tnxes, or no import taxes
at all, depending upon the "average domestic market price of lead or zine” pre-
vatling during the 3 monthy ending a month before the enlendar quarter during
which (he (axex.would be applicable.  ‘I'he proposed taxes on lead or zine articles
would vary inversely with the domestie market prices of load or zine, and when
the market prices of lead or zine shall have reached cortain specified lovels in
the preceding 3-month perlod the lead or zine avticles woutd be permitted tax-free
entry,

Section 4517 defines the “average market price” of lead and zine that would
govoern the applieability of {he proposed import taxes,

Seetion 4618 preseribes when sections 4565 and 4510 become nitinlly effeetive,
and destgnates the ‘Pavit Commission ax the ngeney for defermining the “average
market price” which is to govern the rate of tax for the initinl nnd succoeding
cnlendanr quarter yeatrs,

Neetion 2 (h) provides that for the purposes of geetton 350 of the T'aviff Act of
1030, nx amended  (the ‘eade Agreements Act), the trentment provided for
fmport= of lead and zine artfeles by the new proposed subehnpleor D of chapier 38
of the Internnl Revenue Code eff 1951 shail be constdered ns having been in effoct
continmously sinee the orlginnl entetment of guch seetlon 350 (June 12, 1934),
Sinee the Prestdent’s authorlty to fnevense or deerense rates of duly under
sectfon 350 ix related to the rafes of duty “existing on January 1, 1945” and
Coxisting on January 1, 1955, vespeetively, section 2 (h) will make the new
fmport taxes subject to Drestdentinl modifieation under sectton 350,  The pro-
viso to seetion 2 (b) would permit the President, prior to the inttinl applieation
of subichapter D, to enter Into a teade agreement purgaant to seetion 350 pro-
viding for a continuance (binding agninst inerease) of the new {axes without
complying with the “peril point” procedure, pursuant to seetton 3 of the rade
Agreements Extension Aet of 1051, as amended,  ‘he “peril polnt” procedure
would have to be complied with, however, before any agreement is enterved into
modifying the taxes provided for in (he bitl,

Periods of applicabllity of proposed tares and method of determining applicable
tarcs—"The taxable status of the lend and zine articles speetfied would be doter-
mined for ench enlendar quarter yenr (that i, for January-Mareh, April-June,
July-September, and October-Decembior),

The taxable status of each lead article, or that of each zine arvtiele, would
depend upon the average domestic market price of lead or zine, vespectively, dur-
ing the 3 cousecutive ealendnr months emding at the close of the flvst 2 months
of the preceding ealendar quarter year (that is, for the 3 consecutive enatendar
months ending with February, May, August, and November). Thus, 1 ealendar
month would elapse hetween the 3-tmonth pertod for which prices governing the
applieability of the proposed {axes would be determined and {he ealendar quarter
during which the taxex based on these prices would apply.

The bill specifies that the average marvket prices to be used for determining the
taxable status of the articles shall be common lead (in standard shapes and
sizos delivered at New York City), and slab zine (prime western, free on board,
Fast 8, Louis, I11). as determined by the Untted States ‘aviff Commission, The
Tarviff Commission is divected to (1) determine the average marvket prices as
soon as practicable after the Inst day of the second month of each ealendar
quarter, (2) notify the Secretary of the I'reasury of its determination, and (3)
cause such notitieation to be published in the Federal Register. T'he determined
average market prices so notified and determined would govern the applicability
of the taxes to the calendar quarter year following the quarter in which the
prices were determined.

No taxes or dutieg would be applicable to the lead articles under paragraphs
72, 801, and 302 if the average market price for lead for the 3 consecutive calen-
dar months fs 17 cents per pound or more. And no taxes or duties would be
applicable to the zine articles under paragraphs 77, 303, and 394 if the average
market price of zinc during the 8 consecutive calendar months is 1414 cents per
pound or more,

It is assumed that “the average market price for lead and the average market
price for zine during the 3 consecutive calendar months” referred to in section
4547 of the proposed new subchapter D of the bill, and which will govern the
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applicability of the proposed taxes, means the average price of lead or zine for
cueh 3-month perfod as a whole. .

It may be noted In this connection that the authority most. commonly accepted
by the trade on mavket prices of lead and zine in the United States is the Engl-
neering and Mining Journal which publishes average market prices of lead and
zine for onch market day, week, and month in its Metals and Mineral Markets,
a weekly publication, The dally averages are averages of prices at which sales
of primary lead or zine are made on a flut-price basis hy leading domestic pro-
ducers. ‘I'he dally averages are weighied by the quantities sold on this basis,
he weekly nnd monthly averages are simple arithmetic (unwelghted) averages
of the dutly averages. If the bill here considered is enacted into law, the Tavife
Commisston, n enrrying out its responsibilities of “defermining” the average
murket prices, would use the prices as reported by the Enginceering aud Mining
Journal in the above-mentioned publication,  The averages for the 3 months’
periods would be computed by taking a simple avithmetie average of the 3 con-
secutive published monthly averages,

The rates of proposed tmport taees—'1'he M would impose T e 3 orates of
taxes on each of the lead and zine avticles whenever the determined avernge
market price of lead is less than 17 cents per pound and the determined avernge
muarket price of zine is less thun 14% cents per pound. Tables 1 and 2 (all
tables are at the end of this memorandum) show the rates of taxes that would
apply for lead and zine articles, respectively, along with the 1930 ratex of
duty, the eurrvent rates of duly, and the duties recommended for certain of
the articles by the Tarift Commission in iy May 1954 escape-clause report to
the President,

As indiented In the first 8 colmnns of table 1, the lowest proposed taxes would
be applicable to the lead artieles when the determined average market price
for lead Is less than 17 cents but not less than 16 cents per pound, The inter-
mediate rates of taxes would be applicable when the determined average market
price for lead ix less than 16 cents but not less than 15 cents per pound. And
the highest taxes would apply to the lead articles when the determined average
market price for lend is less than 13 conts per pound.

For example, the tax on lead in pigs or bars would he 1 cent per pound on
the lead content when the determined average market price for lead is less
than 17 cents but not less than 16 cents per pound; the tax would be 2 cents
when the average market price for lead Is less than 16 cents but not less than
15 cents per pound; and the tax would be 3 cents when the average market
price I8 less than 15 cents per pound. The tax on lead-bearing ores, when the
determined average market price of lend falls within these snme 8 price cate-
gorles, would be one-half cent, 114 cents, and 1% cents per pound on the lead
content, respectively, Imports of lead in pigs and barg and in lead-bearing
ores account for over 90 percent of all lead in lend articles imported under
paragraphs 72, 301, and 302. The taxes on lead pigments and on lead in sheets,
pipe, ete,, although higher than on lead in pigs and bars, would fluctunte similarly
with changes in market prices.

The lowest rates of taxes proposed on the lead articles are somewhat lower
than the currently applicable rates of duty, Also, the highest rates of taxes
proposed are generally higher than the statutory rates of duty originally pro-
vided for these articles under the Tarlff Act of 1030. ‘The statutory rates of
duty and all subsequent trade-ngreement modifieations, with the effective dates,
are given in table 3 for all lend articles presently dutinble under paragraphs
72, 301, and 392 ; similar tariff information for all zine articles presently dutinble
under paragraphs 77, 393, and 304 is given In table 4.

As indicated in the first 3 columns of table 2, the lowest proposed taxes would
be applicable to the zinc articles when the determined average market price for
zine is lexs than 141 cents but not less than 1814 cents per pound, The inter-
mediate rates of taxes would be applicable when the determined average marlet
price for zine s less than 181 cents but not less than 121 cents per pound.
And the highest taxes would apply to zine articles when the determined nverage
market price for zine is less than 1234 cents per pound,

For example, the tax on zine in blocks, pigs, or slabs wounld be one-half cent
per pound when the determined average market price for zine is lexs than
14% cents but not less than 13% cents per pound; the tax would be 1% cents
per pound when the average market price for zinc is less than 1314 cents but
not less than 1215 cents per pound: and the tax would be 2 cents per pound
when the average market price is less than 12% cents per pound. The tax
on zine-bearing ores, when the determined avernge market price of zine falls
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within these smne 3 price entopories, would be two ifths cent, 11449 conts, and
145 conta por pound, vespectively, applieable to the zine content,  Imporis of
zine in blocks, pigs, or slabs and in zine-bearing orex necount for about 0
pereent of oll zine in zine avtieles Imported ander paeagraphs 77, 893, and 894,
The taxes on zine compounds and on zine dust and zine sheets, nlthough higher
lln|m on zine i ores or sluby, would fluctunte stinflarly with changes in market
mrices,

The lowest taxes propsed on zine artieles are the same or lower than the
anrrently applicable rates of duty on these artieles, "The highest taxes proposed
on zine avticles, as i the ense of the highest taxes on lond articles, are genernlly
MMgher than the stantutory rates of duty originnlly providen for these articles under
the ‘tarltlY At of 1930,

The highest vates of proposed taxes on lead artleles oxeeed the maxbmum per-
missible rates obfninable through eseape-clnise netfon under seetfon 7 of the
Treade Agreements Bxtenston Act of 1951, as amended,  However, the highest
rates of proposed taxes on zine artleles are cgqual to, or ave less than, the
maximumm permdssiblo vates obtainable through esenpe-clanse action,

Ad valorem cquivaleuts of the proposed tares.—-'the ad valovemn equivatonts
of the proposed import taxes on lead avtieles, ag shown in table 1, ave Indlented
n table 5, together with the ad valovem equivalents of the 1930 vates of duty,
the rates of duty carvently applicable, nnd the duttes recommended on certain
of these avtielex by the ParlY Commission in May 1954 The nd valorem
equivalonts were computed on the basts of duttable fmporfs in 1956, Stmfiar
nd vilorem equivalents, shintinrly computed, are shown for the zine articles in
table 6.

The ad valovem equivalents of the proposed taxes as shown in the first
three colmng of tables d and ¢ were computed on the basis of duitable imports
dinring 1956 as a whole without regard to changes in the market prives of lead
or zine.  Under the bill, however, the taxes applicable to ench eatendar quarter
wonld be dotermined on the basis of average market prices in the 3 consecutive
months ending with the second month of the preceding entendanr quarter, 1Thus,
beenuse of load and zine price ehanges, if the import taxes were in effeet durving
1956 the intermeldate vates of proposed taxes (shown in the second column of
tables 1 and 2) would have been applieable to lead and zine arvticles imported
in the fest ealondnr quarter, and the lowest rates of proposed taxes (shown in
the first column of tables 1 and 2) would have been applicable to the lead and
2ine articles hmported tn the Inst three calendnr quarters,  The marvket prices
of lend and zine were not low enough during 1950 to have made the highest rates
of proposed taxes applienble. 11 the highest rvates of proposed taxes had been
applieable, the foreign values of the lead and zine articles would have been
lower than the value of articles actually imported and the ad valorem equiva-
lents of those faxes would have been higher than those shown in the third
eolvmn of the above table,

The ad valovem equivalents of the lowest rates of taxes proposed by the bill
on lead and zine artieles would be gonerntly lower than the ad valorem equiva-
lents of the currently applicable rates of duty: the intermediate and the highest
rates of taxes proposed wonld be generally higher than the ecurrent rates of
duty.

The nd valorem cquivalents of the proposed taxes on lead-hearing oves, from
the lowest to the highest applicable rates, would be 3.8 percent, 9.4 percent, and
over 15.1 percent, vespectively, whereas the ad valorem equivalent of the current
duty is 5.7 percent.  The ad valorem equivalents of the proposed taxes on lead in
pizs and bars wonld be 8.7 percent, 13.4 percent, and over 20.1 pereent, compared
with 7.1 percent. the ad valorem equivalent of the eurrent duty on this article,
Similarly. the ad valorem equivalents of the 3 proposed taxes on zine-bearing
ores would be 7.5 percent, 20.7 percent, and over 33.8 percent, whereas the ad
valorem equivalent of the current duty is 11,3 percent. The ad valorem equiva-
lents of the proposed taxes on zine in bloeks, pigs, or slabs would be 3.7 percent,
9.3 percent, and over 149 pevcent compared with an ad valorem equivalent of
2.2 percent of the current duty.

It is apparent from the above data that the proposed import taxes on lead pigs
and bars would provide higher tariff protection from imports of these articles
than the proposed import taxes on lead-bearing orves. About half of the lead
contained in all dutiable lead articles immported in 1956 under paragraphs 72, 391,
and 392 was imported in the form of lead pigs and bars; lead-bearing ores
accounted for about 44 percent of the total lead contained in these articles
imported in 1956.
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The proposed taxes on zine-bearing ores would provide higher tariff protec-
tion from imports of zine in that form than on imports of zine In the form of zine
blocks, ples, or slabs,  Tmported zine-honring ores were the source of about 74
pereent of the total zine contalned In all of the dutinble zine articles hinported
in 1956 under pueagraphs 77, 303, and 3014 limports of zine in blocks, pigs, or slabg
anceontted for about 20 porcent of the {otnl guantity of zine contained in these
avticlog fmported in 1950,

PERTINENT TARIFE COMMISBION REPOITS

The Tarlf Commission made a comprehensive investigation of the lead and
zine industries under the provisions of geetlon 332 of the ‘'arift Act of 1930, as
amended,  This Invest: ation was made pursaant to a resolution by the Commit-
tee on Flnance of the Uaolied Stites Songte dated July 27, 1953, and a resolution
by the Commlittee on Ways and Monns of the Houske of Representatives dated
July 20, 1053, The veport. of thig investigation was completed in April 1954,
1t was printed as n Senate document (Report No. 192, second serles) pursnant to
Nenate Resolution 239,

Almost concurrently with the above-mentioned investigation, the Tarlif Com-
mission conduieted an “esenpe clnuse” Investgntion under section 7 of the ‘I'rade
Agreenments kxtension Act of 1951, as wmended, of the articles provided for in
parngeaphs 72, 77, 301, 392, 3093, and 394 of the Tarlff Act of 1930, These are the
snme nretleles on which the bHL under consideration would impose tmport tuxes
under certain market price conditions.  T'he Commission submitted ity report of
findings and recommendations to the President on May 21, 1954, and recom-
mended maximum permissible tnereases in duties on all of the above-numed
artieles except on old and wornout zine tit only to be remanufaetured, zine dross,
and zine skimmings provided for in povagiaph 894, Although the Commission
also recommended an fnerease in the duty on the latter gronp of articles, it did
not recommend maximum permissibie incerease on these articles but rates which
would establish a more reasonable relationship hetween the duty on these articles
and that on zine in blocks, plgs, or slabs,  The spe -ifie import duties recom-
imended by the Commisston in May 1954 are shown in tasles 1 and 2, for lead and
zine articlos vespectively, together with the import taxoes proposed by the bills,
the 1930 rates of duty, and the current rates of duty. The ad valorem equiva-
lents of the duties recommended by the Commission, hased on dutlable hmports in
1950, ave #hown in table § for the lead arvticles and in table 6 for the zine articles,
together with the ad valorem equivalents of the proposed taxes and the 1930 and
current rates of duty.

The increased duties recommended by the Commission would have applied to
lead and zine articles regardless of the domestic market prices of lend und zine,
As previously noted, the taxes proposed by the bill would apply only after the
average domestic prices are below specified levels and the rate of taxes, when
applicable, would be inversely proportional to the average market prices pre-
vailing in the domestie market.

When computed on the basis of the dutiable Imports in 1956, the ad valorem
equivalents of the duties on lead articles recommended by the T'ar!ff Comnis-
slon in May 1934, are generally lower than the ad valorem equivalents of the
highest rates of taxes proposed in the bill here considered and higher than the
intermediate and lowest rates in the bill. The ad valorem equivalents of the
duties on zine articles recommended by the Commission are almost equal to
the ad valorem equivalents of the highest rates of taxes proposed in the bills on
zine-bearing ores and zine in blocks, pigs, or slabs, but lower than the ad va-
lorem equivalent of the highest tax proposed for old and wornout zine, fit only
to be remnanufactured, zine dross, and zine skimmings,

The Commission’s recommendations for increased dutles were limited to “un-
manufactured” lead and zine articles such as those enumerated in tables 1 and 2
for which rates of duty are indicated in the last columns. Of the total lead con-
tent of all of the dutiable lead articles imported in 1956 under paragraphs 72,
391, and 392, the unmunufactured lead articles nccounted for 90.8 percent. Simi-
larly, unmanufactured zinc articles accounted for 09.0 percent of the total zine
content of dutiable zine articles imported in 1936 under paragraphs 7 , 393,
and 394. Imports of unmanufactured lead and zinc articles were similariy pre-
dominant in the total imports under these paragraphs in other recent years.

For some years prior to the Commission’s 1954 report to the President, im-
ports of lead and zine in the other articles which are dutiable under the para-
graphs enumerated above were very small in relation to production, and United
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Ntutes exports exceeded mports tor most of the Homs, Statisties on the Unlted
States produetion, tmporty, and exports fn recent yenrs for lead pigients;
Babhitt moetal and solder; and lead sheets, pipe, and velated produets s 2ine oxide
and Hthopone ; zine dust and zine sheets are glven in (ables 8, 9, 10, 12, nnd 13,
rospectivoly, appended to this memorandum,  Ax indleated by the avalluble
atntisties, Importy of all of these Htems exeept zine dust have Inervensed i the
st sovernl years, but with the possible exeeption of lend In sheets, pipe, efe,
are =L very small in celation to production,  Exports hnve exeeeded Toports
in vecent years tor all of the manutuctured zine actleles, and exports of lead
pigments excecded mports n all veeent years sinee 151 exeept in 1956, Per-
haps the most noteworthy ehango i reeont yonrs I8 (he Inerense fn (he Imports
of lead sheots, plpe, and velated products, These vose from 11 short tons in
T2 (when tmports wore greatly exeeeded by the exports of 1,288 tons) to fm-
ports of 2048 tons o 1955 and to 7000 tons in 19505 the net. imports (Imports
minux exports) of tead sheet, pipe, ote, In 155 and 1956 were equivalent (o 2.6
wd 12,8 peveent, vespectively, of estinnted domestie prodietion of these artieles,

The i'restdent notitted the Commission on August 20, 1954, that he was not
neeepting the Commisston's recommendations,  Ater o veview of (he enthee stio-
ntion, the President dectided that the lead and zine industeies could be hetter
strengthened by a stoekplling progeam,

RECENT CILANGES IN TRE SUPPLY AND DEMAND FOR LEAD AND ZINC

As novesult of the Prestdent's program, purchases of load and zine for the
steategle stockplle were aceelerated,  'Thls tended to absorb sueplus suppliex of
lead and zine and vaized the market prices of these metals,  This program was
Inter supplemented by a bavter progeam whereby lead and zine of foreign origin
woere acquired in exchange for peetshable surplus ageleultural commotlities from
the United Statex,  The lead and zine thus acquired through nrter was placed
in a supplomentary stockpite and kept off the domestie market.  ‘Che effeet of
this was simitar to that vesulting from purchases of these metals for the steategle
stockpile,  Market prices of lead and zine rose,  The price of lead (Common,
New York) rvose from 14 cents per pound on August 20, 1054, to 10,0 conts by
January §, 19306 the lead price settled to 16 conts on Jununey 13, 1950 and ve-
mained at that level until May 9, 1957, The price of slab zine (Prime Western,
f. 0. b, EFast 8t. Louis) rvose from 11 conts per pound on August 20, 19054, to a
high of L5 cents por pound on January 7, 1956, and vemained at that level
until May @6, 1957, (See p. 18 for later price changes,)

Aunnunl statistios on United States production, imports, exports, consumption,
and mavket prices beglnning with the year 1948 arve shown in table 7 for lead
and table 11 for zine at the end of this memorandum,

United States production of lead increased after 1034 but has not been so large
in the lnst 4 ealendar years, 1953-46, as in the preceding b years, The decline
fn the total annunl production of lead, the lavgest part of which is recovered
from old serap, has not been so pronounced as in the case of zine, the major part
of which is produced by the mining industry. World output of lead incrensed
in every year throughout the period.  Mine production of lead in 1055 was
2.370,000 tons—higher than in any previous year. Preliminary data for 1956
indicate that world lead production in that year was higher than in 1955,

United States imports of lead reached a record peak of 644,217 tons in 1952
during the first half of which duties were suspended. Annual lead imports
during the next 4 years, 1953-36, have fluctuated between 450,000 and 490,000
tons, I imports continue at the rate indicated for the flrst quarter of 1957, total
imports for 1957 will be mueh higher.

United States production of zine increased somewhat after 1954 when it was
unnsually low, but remains at a level substantially lower than that in the first
§ years, 1048-52, of the period considered. World production of zine, as indicated
by data on the output of mines, increased throughout the entire period. World
output in 1955, at 3,200,000 tons of zine in ores produced, was higher than it
had been in any previous year, and preliminary data for 1056 indicate a still
higher output in that year. .

TUnited States imports of zine declined from 698,509 tons, the peak established
in 1952, to 603,082 tons in 1955. But total imports of zine rose to a record level
of 731,117 tons in 1056. If imports of zine continue to enter this country at the
rate indicated in the first quarter of 1957, they will be much larger in 1057. Al-
though a substantial part of the total imports came in free of duty and were
destined for the strategic or supplemental stockpiles previously referred to, the
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volume of importg In the last o years, consldering only the dutinble himports, hns
been vory mueh lnrger than the volume of hmports In the previous 4 yoars, 1948 61,
(Hmport dutles wore suspended during most of 10952,)

United Staten consumption of lead and zine fn the past. 7 yonrs, slnee 1949,
hny been high, and fairly stable, especinlly for lead.  The annund consumption
of lead has varied between 1.0 million and 1,2 illion tony, white the annoal
consumptlon of zine has ranged from about. 1 miltlon tonx to about. 1.3 milton
tons,

United States exports of lead and zine are very smull in relation to jmports
or produetion and are confined for the most parf. to the oxport. of products
hinported free of duty for tho purpose of smelting, relining, and export,

T'he most recent slump in the market. prices of lead and zine began early in
May of this year and followed a declsion of the Government, announced late
fn April, to suspend the lead and zine barter progeram pending an administrative
roeviow of the barter operations,  ‘'he market. prlee of lend was reduced on May
O from 16 conts per pound (o 15.05 conts, Phis was followed by a further reduce-
tion to 15 cents per pound on May 17, aud to 14 cents on June 11, ‘Uhe market
priee of slab zine declined on May 6 from 1.5 cents por pound to 12 cents,
T'hin was followed by four other cuts, On May 13, the price was reduced to
10.5 conts; on June 4, (o 11 conts; on June 1), to 106 cents; and on July 3 to 10
centy, AN of July 17 of this year, the lnst date for which prices were noted
for this memorandunt, the price of lead (still at 14 cents per pound) was
oxnetly the snmo as on May 21, 1054, when the ‘fariff Connnission recommended
to the President. inereased tmport duties on lead and zine; and the price of zine
(st at. 10 cents per pound on July 17, 1957) was one-fourth cent below the
prico of zine on May 21, 10564,

Although ofliclal Government, statisties are not yet avallable to indicate how
the price deelines have affected production and employment. in the lead and zine
Industries, trade veports indleate soveral mining and smelting companies have
closed or curtalled operations, notably fn the tristate district In the Mid-
west and in many of the Western States,  These curtailments are reminiscent
of tho conditions reported to the Cominission during its last investigation of
the lead and ziue industries.

PROBAULE EFFEGTS OF TIE PROPOSED TAXES ON LEAD AND ZING ARTICLES

To the extent that the panyment of the proposcd import taxes on lead and
zine articles is not avolded, they would tend to raise the domestic market prices
of these avtleles ahove the price levels prevailing in forelgn markets by amounts
approximating the proposed taxes plus costs of transportation, insurance, and
handling from the forelgn markets. ‘I'hese price differentinls would tend to bhe
smallest. when the lowest rates of taxes would he applicable and they wounld
tend to be largest when the highest rates of taxes would be applicable. As
previously noted, no taxes would he applicable under the bills to the lead
articles when the determined average market price of lead is 17 cents per
pound or more and no taxes would be applicable to the zine articles when the
determined average market price of zinc is 1414 cents per pound or more. Under
these higher market prices, the differentials between the domestic and foreign
prices of the lead and zine articles would be governed principally by costs of
transportation, insurance, and handling from foreign markets to the United
States market. The lowest rates of taxes proposed by the bill are generally
lower than the currently applicable rates of duty; hence, when these lowest
proposed taxes are in effect, the price differentials between lead and zine articles
in the United States and foreign markets may be expected to be smaller than
the differentials prevailing under current rates of duty. Differentials between
the domestic and foreign market prices of the lead and zine articles affected
would tend to be larger than those prevailing under current rates of duty only
when higher rates of taxes would be applicable—that is, after the determined
average market price of lend has been less than 16 cents a pound and the
determined average market price of zine has been less than 1814 cents a pound.
And the differentinls referred to above would he largest when the determined
market price of lead has been less than 15 cents per pound and the determined
market price of zine has been less than 121 cents per pound, for, under these
circumstances, the bills would impose the highest rates of import taxes.

Since the United States consumes almost twice as much zinc as it produces,
and since it consumes more than a third more lead than it produces, domestic
supplies alone would be far from suflicient to meet the domestic demand. Hence,

00139—57 2
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compotition for the availnble suppliesd oft these mebitds would tend to ralse the
prices ln the Untted States of lond and zine artteles of domestie origin (o the
tovel of the fmported avifeles,

Tuevenseld prlees of Tend and cine aeticles in the domestie pneket by renson
of the tmport tnxex would temd (o inerense domestle peoducetion, On the other
nned, Undted Statos fimports of tnvable acticles, when the bifghest entos of fnxes
would be applieable, would tend to be cuetailed,  Alsog slhitee the Unled Stites
consies from nbout one thivd (o (wo-itths of the world production of tead nd
2ine, produetion of these metals outside of the United Stades winy be curtnlled,
Mhey ontent to whieh talted Stntes production would Inerense and faiporis de-
cronse wouht depend alzo apon the offeel of fnetensed prices on domestie con-
sumption of lead and zine avtieles, the rate of Qovernment purehnses of lead and
zine for the steaterie stockplle, the rate of nequikitfon of foreign temd nnd 2ine hy
the bavter progeany, and shindlne tactors, T ks asinned thnt aetieles now fm-
ported feee of duty tor United States Qovertment use wonld continue o he fm-
ported free of tnxes,

T'he proposed import tnxes, undor the provistons ot the it as presentty deafted,
may not be tully etVective In madsing domestle mnvket prices of lead and 2ine
avtleles nbove foreign mnrket peices by the nmount of the tases, Phis I8 heentise
of the opportanity that importors wonld have {o avold paying the highest rales
of taxes, A previonsly noted, the rates of fuxes wonld depend upon the avernge
market prlees of lead and zine in each Smonth perlod ending a month before
the catenday quarvter to which the hmport taxes waunld be npplieable, Fhas, by
consulting the avattable monthly, weekly, or dally mavket prlee quotations, hin-
porters ot kuow at least a month in advanee of the beginning of eneh entendae
quarter the vates of taxes that would be applieable to such quarter. 'hey may he
evpeeted (o vegiiate (thele fmports <o as to minkmize thele (axpayments,  Whea
faced with the prospeet of substantlally higher lmport taxes fmporters mtzht he
expoectid (o inerease iimports hefore the inereased (axes would go inlo offect,  Op
11 faced with the progpect of veduced taxes, ov no taxes, fn the nntlelpated quarier,
they may delay fmports until atier the beglnning of such a quarter,

A lavge part of the Unlted States fmports of lend and zine comoe from the neavhy
countries of Canada and Mexteo; a perfod of 8 month o move would he sutielent
time in which to import a Inrge quantily of the tead or zine the haporter mightd
wish fo bring into the country during the tollowing quarter when higher tax
rates may be applieable,

tmporfers of lead or zine from these conntries as well as from other countelos
conld (ake advantage of other opporiunities to rogulnte the eate of fmports on
which the fmport taxes would be applieable.  ''he applicable (nxes would he
fmposed on the arvticles speettted when they “ave enteved or withdenwn from
warchouse for consumption,”  Tmporters might be encournged o enter (helr
lead and zine arvticles into bonded warehouses during a quarter when the haport
tanex arve apphicable, with (he intention of withdrawing the articles al a subse-
qQuent quarter when the taxes arve either lower ov fnapplieable.'  ‘I'he facilities of
the foreign-teade zones might also be used to bring the nrtieles (o this country
and to time the entries for consumption in such o way as to avold or reduce the
amonnt of import taxes payable. 1t is observed that Inrge quantities of lend and
zine were fimported in 1932 fn anticipation of the termination of the suspension
of the duties on lead in June and on zine in July of that year.

Many importers, of course, may find that it ix nelther practieal nor economienl
to bring articles into the forefgn-trade zones or into bonded warechouses for the
purpose of entering the articles for consumption, or for withdrawing the articles
from warchonses for consumption, at a Inter time. Bat such opportunities to
reduce payment of fimport taxes would exist and importers may be expected to
take advantage of such opportunities, espeelally if n substantinl advantage in
the tax rate is involved.

SUGGESTED AMENDMENTS

Tt might be possible to eliminate some of the above-mentioned opportunities
to avoid paxing the proposed import taxes by providing that for each article
entered. or withdrawn from warehouse, for consmnption, the customs authori-
tics also determine the rate of tax applicable to such imports during the calendar

3 Customarily. more than half the lead in lead-bearing ores and more than half the zine
;?a ’:gg;-‘::aﬂng ores imported Into this country is entered through bonded smelting
.
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qunrter when the avtiele oty aevived Inoa foreign tende zone, or (2) was onlered
it bonded swnvehouse, with the provise that If the events dexeribed in (1)
or (2) above oceured noa ealendnre gquarter or quarters other than the one In
whiech (he avitele In gquestlon was entored, o whhidruwn from swarehouse, for
constimptlon, the ehest ente of tax applenble during any such guarters should
h nppliend,

Sluee Hhe import taxes proposed by the Wk (o be imposed on boports of lead
aud zine netleles concerned nee achinly customs daties, the Commianion hielleves
thint, ns customy dutios, they chould be tneluded e the Pardtr Aet of 1930 rather
than In the tuterna) Rovenne Code? B0 IR trae thal certudn dutles on imports
are now provided for dn (the Internal Revenne Code,  However, o By tariff
shplitlention project now In progress parsannt to (ie ol the Customs Shinpll-
flentlon Aet of 131, the Parllf Comadsston will reconnumend the trnusfer of the
fiport taxex Tmposed ader the taternnl Revepue Cotde to the regular tneiff
Hehoedulos,

The word 1™ should be lserted In Hne 3, page G, of the b, bhefore “or
shver ores,” nnd “Hn® should be duserted i Hine 2, pnge 6, of the b, before
Sor copper ores” Fhe exeeptions aree intendel to e the simie s those Ineladed
fn the provisos n parogeaphs 3900 nd 3153 of the ‘Paelf Aet of 1930, which were
amended ln 1950 (o dnelude lead and zine contadned In Ho ores (60 Sint, 1),

Ity also be destenble (o nelide o proviglon in the bHE anthorizing the
Heeretnry of the ‘Preasury 1o ke rogulntlons necessiry to enfores the tnxing
provislous.  Paragrapha 300 and 398 of the ‘nelf Act each conclude with such
o provision which, Hoix understood, enable the ‘Preasury to ke regiintions
to cover annlyzing and smmpling of the ores,

THE PROPOSED TANES AND INTERNNTJONAL GUHLIOATIONS OF T1IE UNTLED BTATEH

Tarhl¥ concesslons hnve heen granted In the General Agreciment on Iarlffts and
Treade on al) the Jead and zine artleles For which hmport taxes arve provided
i the DI In the case of plgments b ehlef vadue of suboxide of lead, which
wre provided for (o pnrageaph 72 of the taelf gel, there §s also o tarlff concession
in the bHaternl (rade agreement whth Switzerland,  Accordingly, there are
presently Internntlonn obligntions of the United States by swhich the United
States Is commibticd to referain from Imposing higher daties on the lead and zine
artleles involved than are speelfled in the trade agreements mentfoned, It fol-
lows thal, xo tong as these Internationnl obligatlons are in foree, the hmposition
by the Unlted Sintes of duatles (whelher they be denominated “Import taxes”
or otherwlse), which are higher than the rates specified in the trade agreements,
would violnte Internntional obligations of the United States.

As herelnbefore indleated, although some of the lmport taxes provided tor in
the b wonld be lower than the rates provided for in the trade agreements
in question, some of the tnxes wonld be highoer.

" 2 8ce. 4001 of the Internal Revenue Code would, by reference, make these taxes duties
Imponed h{' tho Tarllf Act of 1930, If they are to he “treated” as such, why not place
them directly In the Tarlff Act,



Tasre 1.—Leud articles: Import tazes proposed by S. 2376 and H. R. 8257, 1930 statulory rates, datic: currently cpplicable and

recommerded by the Tariff Commizzion in May 1754

Import taxes proposed by 3. 276 and H. K. 5257 on lezd artieles ©

11 the determined sverage markst price for lezd is—

duties

-%w--_,— A
-

i

Article and tariff paragraph 180 r23z of duty Currens duty
Less than 17 cmts Yass than 15 wm ¥
:;‘.utnotlwsthan Eutmlessthm,basthml&m:s
) #mits per { nts per i per pound .
pound ! poand t :
Par. !
Lead pigments: ¢
Atharge. . .«oceececvececcccnercnna- 114 cents per pound . f2%cenfsr,wpmmd. 353 oents per pound. 232 tA0ts per poungd
Redlead... ... 1% cents per pound_! 2}4 cents per pound.| 333 cents per pound . 2% cente per poUnG
Orange mineral. 14 cents per pound . 24 cents per pound.: 334 cents per prumd. 3 esats per potnd. .
Whitelead ... ............ 1%0 ee:;z‘ts per | 2¥0 cents per i w per 1 252 cents per ponnad
pound. .
Plzrnl:;&ts in chief value of suboxide | 1% cents per pound.; 3 cents pzr pound...} 4% cents per pound. 3‘; pereent ...
ol .
Other pigments containing lead..... 10 percent ad va- 20 percent 24 va- 30 percent 2d va- | Fpereent. ...
lorem. lorem. lorem. : .
Par. 391: Lead-i oeadng ores, flue dust, and | 3 cent per pound 134 cents per pound | 2 cents per pound 13 cents per pound 4 wot per poczd 145 i per poumd
Pmattes of all kinds on lead content. on lead content. on lead eontent. | o2 lead ennieat. an yef oniznt. oL bmd oonlent.
ar. 392:
Lead bullion or base bullion, lead in | 1 cent per pound on | 2 cents per pound 3cents per pound - 2% cents per pognd 2-lag cenis por
plgs and bars, lead dross, reclaimed | lead conternt. , onlead content. on lead content. o2 iead conient. potad on 2ed
lead, scrap lead, antimonial lead, anti- } T
monial serap. lead, type metal and |
alloys or eomb!nauons of lead.? .
Babbitt metal and solder.... .._....._.. 1 cent pef pound on : 2 cents per pound 3 cents per pound 2% cents per pound 1T 4 cenis per
lead content. i on lead content. on lead content. oz lead content. ound on lead
nent.
Lead in sheets, pipe, shot, glaziers’ lead, | 134s cents per 3 233 cents per pound_, 3’iscents per 2% cents per powad . 174 0EDIS DEr
and lead wire. pound. | 4 pomd.
i

! Under provisions of this bill, all import excise taxes im)

articles shall

posed on lead
cease to be applied when the average price for common lead (New York) is 17 cents or more

per pound.

2 Par. 392 of the Tari¥ Acz provides for-

provided for.”

fons of lend, 2ot specially

ANV Averl NO XV GLiod it
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TABLE 2.—Zinc articles: Import tazes proposed by 8. 2376 and H. R. 8257,

1930 statutory rates, duties currently applicabis. and duties recom-
mended by the Tariff Commission in May 1851

Article and tariff paragraph

Import taxes propesed by . 2376 and H. R. 257 on zive artieles : ;

If the determined average market price for zine is—

183G rate of duty
Less than 1413 cents | Less than 1312 cents
but not less than but not less than | Less than 121» cents
1312 cents per 1222 cents per per pound
pound pound

Dzt recommendagd
by the Tans
Cozxisson

Par. 77:
Zinc oxide and leaded zine oxides con-
taining not more than 25 percent of

In'o.ny form of dry powder..........

Ground in or mixed with ol o¢ water,
Lithopone, and other combinations or
mixtures of zine sulfide and barium
sulfate:
Containing by weight less than 30
pereent of zine sulfide.
Containing by weizht 30 percent or
more of zinc sulfide.

Par. 393: Zinc-bearing ores of all kinds, ex-
cept pyrites containing not more than 3
pereent zine.

ar. 394:
Zine tn blocks, plgs, orslabs.. ...
Zinedust ... ... o T
Zinc in sheots:

Coated or plated with nickel or other
metal (except gold, silver, or plati-
num), or solutions.

Other ... . .. .. ..

Ol and wornout zine fit only to be re-
manufactured, zine dross, and zine
skimmings.

35 cent per pound.. .| 1110 contsper pound. | 113s0 cents per

. pound. :
T3z cents per pounsi.’ 21, cents per pound. !
i

i
4

!

H

H

i .
{

|

H

{ .
!; * 13, cents per pound.
H

233 cents per pound,

34 cent per pound. ..

{
H N
‘ :

feeedooil

dooot

“x cent per pound
and Tl peroent
ad valorem,

25 cent per pound
on zine content.

134 cents per pound
and 15 percent ad
valocem. !

1210 conts per pound
on zine content.

§ 2% cents per pound
and 22 pervent
ad valorem, ¥ .

145 cents per poutnd - 11s cedts per pound

{ooovncsincoontent. 't on zine content.

t !

§ |

13 oones per pound

1 cents porpound. . 2 cents per pound. .

La cent per pound . __ )
135 0ents jar pouud._i 2 cvnts per pond. |
s

T1e cent per pound. .

1y cents per pound |
i !
2eents per pornd_ ! 3 cents per pound .0 2 ¢ens per pound. .

1 eont per pound . ..
2 cents per pound i 23 conts per pound. . ; 2 oents per pound.

83 oent per pound. .
|
H i

154 vnis per pound.

33 cent per pound.
1oent per pound. .

Ty 0elT per pouad. .

. Ts cenI per pouind

and 13 percens: ad
Nilorem

¢

. e e aeean (W0

24 cents per pound .| 3% cents por pound. . 2% pents perpound U

- 55 oent per pound. .

sad Tir peroent
3d valyrem,

$3 cent per pound 185 Qenis per poenad
On zine conterns:. o8 zin¢ Qutent.

and

2 02‘:1: Per PO 1o cents per pound.

1lgcens per pound. .

10ent per potind.

T oents per pound,

¢ Under provisions of this bill, all import exelse taves im rosed on zine articles shall cease
to be applied when the average price for slab zine (Prime

X i 1412 oents or fore por pound
Western, £ o, b, East 8t. Louis)

ONIZ ANV avat NO XV LHOdII
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Tamw $—-Lead articles: United States vates of duty
T Aot of P

Peadeagrcement modileation
Tartlt poacaph and deseription R
Statutory i
1ot Ratw C BiTeetise dite nnd
e arrecment

Conte pev ponned, uacent ad valorem

Tar, 2
Load plainents:
Lithge . L Maeents L 2y eents o Jane 1L 0390 Unlted
Kingdom,
2 oonts? Jung 110N GAr
Wy eents. . June 6, 105 AL
Omnge minel. ... o0 ... Joeentso. ] G eents June 15, 108, Franee,
2 conts . Cf e |, T8 CATITE Y
Redload. ... . oo oo L] 2% centsoo | 2% conts . Jan. 1, 1030 Unlted
IKingdom,
7w conts | Jun, 1, 1048, QAT
Whitebead. .. . o Mo conts. ] 2o eents May [, 1035 Belglum,
200 oty 2 Jun. 1, 1018; HA'F‘I‘.'
oo cotits. .. June 6, 1051 QAT
Memets containing lead, dey or
in pulp, or pronnd i or mtved
withollor water, n, 8. p, 1.
1n ebfel value of subovklo of
lad . .. .| d0pereent. | 3 eents, 16 pereent Foeb, 16, 1030; Switzer-
minfmum, 30 per- lund,
cont mnxfimam,
3 eonts, 15 pereent Jan. b, 1018 QAP
minliam, 30 per-
cent mnximumn .2
Other... .. Lo e el 30 pereent L | Wpereent. L Jan. 1, 1049; Unliedd
Kingdom,
pereent oo ] Jun 1, 1048 GA'INED

Cents per pound on the lead content

Par. a0i: l.(\:\:l-lv(\nrlllr ores, flue dust, | 139 wnlsgwr 34 cent per pound ¢ | Jun, 30, 1043; Mexleo.
8.

and mattes of all Kine pouid.,
..... dodooooo Lo e 6, 1051 GA'IMES
Par. 392:
Load bullion or hase bullton, lead plgs | 216 conts por | 11a conts xwr Jun. 30, 1043; Mexico.
and  barg, lead dross, reelnbined pound.? potl.¢
lead, serap lead, type metal, antl. Codote oLl June 6, 1051; QAR
wonial tead, antimonial serap tead,
and alloys or combinations of lead,
not speefally provided for.
Babbitt metat and solder. .. ... ... g conts VL] Wieeents oL Jan. 30, 1913; Moxico,
RPN | 1\ TSN June 6, 1051 A"

Cents per pound

Lead in sheets, pipe, shot, glaziers' load, | 23%¢ conts. .. .| o cents........ .. June 6, 1051; QAT
and lead wire,

1 Carrently applicable to the products of Communist-dominated countries or arcas deslgnated (durlng

m.;-lﬁ.&'i\ l{.\' the Prestdent pursuant to see, 8 of the Urade Agreements Kxtension Aet of 1051,
ound,

3 Generm] Agreement on Taritfs and '1'rade.

4 Duty suspended frone June 20, 148, to June 30, 1949, inclusive (Publie Law 725, 80th Cong.), and agaln
from Feb, 12, 1852, to June 25, 1052, fnclusive (Publie Law 257, 820 Cong.).

$ This mte was applicable to j\mqiurls of all countrivs, effective Jan. 1, 1051, when the trado agreoment
with Mexico terminated, until June 8, 1951, when a new mate of duty pursusut to the General Agreonent
on Tariffs and Trade (QA'TT) became effective.

¢ Duty on serap lead was suspended for pructically the entire perfod from Mar, 14, 1042, to Juno 30, 1052,
and the duty on antimonial lead serap from Mar, 14, 1842, to Juno 30, 1056 (Public Law 407, 77th Cong.;
Public Law 384, 80th Cong.; Public Law 613, S0th Cong.; Publie Luw 869, 81st Cong.; Public Luw 06, 82
gﬁory‘:.i l‘(gblic)l.:\\\' 535, 82d bong.: Publie Law 221, &d Cong.: Public Luw 678, 82d Cong.: and Publlo Law

, 84th Cong.).
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ranig

—Zine articles: United Stales rates of duty

TriiF At of 1930

Prade-ngrcement modifiention
T U prragraph nnd deses Iptton R .

Satutory
et Rate Ealective dote and
tewle agrcement
- Conts per pod; pereent ad valorem
e e o - - -
Zane onldo and lended zine oxtdes con-
=vm|||m'. not thore than 26 pereent of
(¥I0 M
Inuny form of dey powder.... ... Fieents .. | Woents.. . . Jan, 30, 1083, Mexien,
theent . Jon, 1,088 GA°1 2
Grotnd In or mdxed with oll or | 23, cents. . 13 eents | . Jan, 30, 10M43; Mexlco,
waler, Leent. . e L 1088 GAYPT
Lithopone, and other combinntlons
or mixtes of zine sultido and
burhw sulfute:
Containing by welght Tess U 30 | 13 eents. . {15 eents. .. . . ‘ob. 1, 1030; Nether-
percent of zine sullide, Innds,
7% cent . A S don 11988, AT 2
Contnlning by welght 30 pereent | 134 cents 7% eent plus 7Y% por- Do
or more of zine sulfide, plus 16 . cent,
pereent,

Cents per pound of zine content

Jun. 1, 1939; Canada.

Par, 3038 Zine-bearlng ores of all kluds, } 135 cents.. | 13 eents... .. .. .

oxeopt pyrites contuining not more than Jeent. . Jun. 30, 1913; Mexleo,
& pereent zine. Jicentd, | Jon 11088 QAT
Jheent oo ] June 6, 1951 QAT

Cents per pound

Par, 404:
Zine In blocks, plgs, orslabs. ... | 13icents....] Bfeents.. ... ... Jun, 1, 1930; Canada,

.} Jan, 30, 1043; Mexlco.

Jun. 1, 1918; GA'I'T 3

Yo cent 2 June 6, 1050 GAT'T 2
Old and wornont zine, it only to be | 115 cents. .. .| Jicont 8. Jon, 30, 1943; Mexico.
remanufnctured, zine dross, and Jaeent3s . o eeaf Jung 1, 1948, GATTTR

ZIne skimmlngs,
Zinoduste o ... eecaeenan Hicents....| 135 conts.............. Jan. 1, 1039; Canada.
;s cent. .. Jan. 30, 1013; Mexlco,
. ;{t cont 3., Jun. 1, 1948; GA'T'T 3
Hooenb. ..., June 6, 1951; GATT.3

Zine in sheets:

Conted or plated with nickel or | 2% cemts....| 1M ceents ..... .. _...| Jan. 30, 1913; Mcxico.
other metal (exeept gold, sllver, Wgeentsd ... .. ... Jan. I, 1048; GATT.?
or platintm), or solutlons,

Other... ... .. 2eents.. .o leent.. oo .. Jan. 30, 1943; Mexlco.

teemtd. ... ... Jan. 1, 1018; GATT.?

L Cuarrently u,vrll(-uhll\ to products of Connunist-dominated countries or areas designated (during 1951-
53) by the Presldent pursuant to see. 6 of the ‘I'rade Agreements Extension Act of 1951,
: :;vnm'nl Agreoment on "Tarltfs and Trade.
otnd,

4 Duty suspended from Feb, 12, 1052, to July 23, 1052, inclusivo (Public Law 258, 82d Cong.).

8 Duty on zine scrap susm\ndw‘ for practleally the entire perlod from Mar. 14, 1942, to June 30, 1953, In.
clusive (Publie Law 497, 77th Cong.; PPublic Laws 381 and 613, 8uth Cong.; Public Law 869, 81st Cong.;
and Pablle Laws 60 and 535, 82d Cong.).

¢ Since tho enactiment of I"ublle Law 407 (77th Cong.), effective Mar. 14, 1012, nnd subsequent amendments
(seo noto 6 ahove), rrovldmg for temporary suspension of duties on metal scrap, quantities of zine dust have
been entered freo of duty under this law, “No Information s avallable as to the distinetion between the zine
dust which has entered free of duty and that which has entered as dutiable.
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Tasrk h—Lead articles dutiable under pars. 72, 391, and 392 of the Tariff Act
of 1930: Ad valorem cquivalents of import tawes proposed hy S, 2376 and H, R.
“MRY, of the 1930 statutory rates, of dutics currently applicable, and of dutics
vocommended by the Tarviff Commission in May 1954, if based on dutiable

tmports in 1956

Import tases proposed. by tho
bills i the determined averago

market price for tead Is - Duty
recom-
1030 Current | mended
Tartf? paragraph and articlo Tass than | Less tham rate of duty 1y the
17 conts 16 conts  jLess than]  duty ‘T'arift
hut not bhut not 15 conts Com-
loss than | less than per nission
10 conts th eonts poud
per pound | per pound
Par, 72
Tead '»Ignwms: Percent Percent Percent | Percent | Percenl | Percent
TAtharge oo, 8.7 17.4 26. 1 10.3 0.7 [cceeaane
Red lead. ... 8.¢ 160.0 24.9 20.3 13.8 . ....0 .
Orange minera) " Q] " (0] (O]
White lead. ... ... 7.0 14.0 21.1 16.7 7.0
Plgntents in chlef valuo of
suboxideof lead .. (... 0.0 1o 17.8 30.0 16,0 |.o.aeo. .-
cad . - 10.0 20,0 30.0 30.0 20,0 Joeoaioat -
Par. 301: Lead-hearing ore
and mattes of all kinds. . 3.8 9.4 15.1 1.3 5.7 13.0
Par. 302;
Lead bullion or basa bullion b4 10.9 15.3 1.6 5.8 13.9
Lead Plgs and hars, . ... 0.7 13.4 20.1 14.3 7.1 17.1
Reclafmed lead, lead dross, and
seraplead ..o ... 8.1 16.1 24.2 17.2 8.6 20.0
Type motal and anthimondal lead.. . 6.1 12.3 18.4 13.1 6.5 16.7
Alloys or combitntions of lead,
not speeially provided for. ... 4.5 0.0 13.6 0.0 4.8 1.6
Babbitt metal and solder...._.... [ 2.1 3.2 2.2 | 25 U PO,
Lead insheets, pipe, shot, glaziers
Tead, and Tead wire.. ... 0.0 18.0 21.0 18.0 10,0 [ececunnnns

1 Not computed; orange mineral has not been imported since 1042,
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G.—Zino articles duttable under pars. Y7, 398, and 394 of the Tariff Act

of 1930: Ad valorem cquivalents of import tawes proposcd by 8. 2376 and
H, R. 8257, of the 1930 statutory rates, of duties currently applicadle, and of
autics reccommended by the Tariff Commission in May 195}, if based on dutiable

tmports in 1956

Import taxes proposed by the
bills if the determined average

murket price for zine 15— Duty
recome
1030 Current | mended
Tarlft paragraph and articlo Less than | Jass than ate of duty by the
1415 conts | 1346 cents |lass thanf  duty Tarift
but not bhut not  |12%4 eonts Com-
less than | less than per mlssion
1316 cents | 1225 cents | pound
per pound | per pound
ar. 77:
Zine oxide and leaded zine oxides
containing not more than 25
percent of lead: l’crcenl Percent Percent | Percent | Percent | Percent
In any forin or(lry powder.... 5. 10.7 16,06 17.0 5.8 | ceeecnnnn
Gronid in or mixed with ol N
OF WIMCT e o eeiin coiiaaans 16,0 1.13.9 120.8 1,20.8 19.2 |ceeacannas
Lithopone, and other combina-
tions or mixtures of zinc sulflde
and barfum sulfate:
Contalning by weight less
than 30 pereent of zinc
sulfide . 14.0 0.7 4.6 34.7
Contalning by welght 30 per-
cont or more of zine sulfide. . 19.7 30.5 59.2 39.5
Par. 393: Zinc-hearing ores of all
kinds, except pyrites containing
not moro than 3 percent zine........ 20.7 33.8 28.2 1.3 33.8
7ino in blocks, plgs, or slabs...... 3.7 0.3 14.9 13.0 5.2 15.6
......................... 5.7 11.4 17.0 14.2 5.7 |eeeceeannn
Zlno in shoets
Coated or plated with nickel
or, other metal (cxcopt
gold, silver, or platinum), .
or solutions. 12,9 16,7 18.6 15,7
Other....... 5.3 10.6 15.9 10.6
0ld and wornout to 0
be remanufactured, zlno dross,
and zine skimmings............. 9.5 10.0 28.5 19.0 9.5 2.8

1 Based on dutiable imports fn 1953; there were no imports during 1954-56.
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TanLe T.—Unmanufactured lead: United States production, forcign trade, con-
sumption, and average market prices, 1948-56 and January-March 1957

{In stiort tons of lead content}

Production Imports for consumption? Aver.
Domes.f Roported | age
Year tie ox- | consump- | prico
Mino | Second- ports 3| tlond per
output!| ary ‘'otal [Dutlable] Yree Total pounds
output?
Cents

I8 300,476 | 432,733 | 823,200 | 08,014 | 232,850 | 335,701 | 1,270 | 1, 133,805 | 18 04
. 2] aov,008 | 301,140 | 774,048 | 100,638 | 208,643 | 415,081 | 4,300 | o7 078 | 16,304

| 4 7620 | 858,347 | 614,958 | 50,332 [ oo 280 | 6,843 [ 1,257,081 | 13,208
| ansi 10 | 491058 | 820,822 | 101,030 | 30,057 | 228,208 | 5473 | 1, 184,508 | 17,500
| oo, to1 | anis3n | son w2 | 170,600 | b a1z | oin217 | 8605 | o v 705 | 10207
! , 48, 0 1,201, 604 | 13480

305427 | 4200087 [ 760,414 | 400,107 | 22020 | 482,423 | 6227 | 1,200,330 | 14,054
338,025 | 440,186 | 787,200 | 420,413 | 28)0n1 | 453,974 | 4,234 | 1,212,084 | 15138

{g:";!,\ :J- RO I 11 ) 433: [Lirg 784‘: R0 4I0: 368 | 68, 457 487; H§26 | 7,075 | 1,189,073 | 10.013
anunry-
Mareh)s ... .. 00,230 | 112,776 | 203,005 | 119,331 23,355 | 142,080 § 3,348 203, 240 | 10.000

1 Represents recoverahlo lead contont of concentrates produced from donsestic ores and old taflings treated,

2 Represents lead recovered in odl forms frow old serap; {mrtly estimated for 1050,

3 Represents lead in ores, concentrates, dross, flue dust, and nminttes; tead bulllon; lead plgs and bars;
reclpinied and serap lead; antimonial tead und type moetal; and miseellaneous lead uslloys,

4 Represents all unmanufactured lead consumed from primary and secondary sources including lead in
lead-containing alloys and lead in ores consunmed directly in the nmnufacture of lead plgments and salts as
reported to the U, 8. Bureau of Mines on a monthly or sniual basts,  ‘I'hese data do not include withdrawals
for the strategle Qovernment stockpilo,

$ Average New York prico of common lead as reported by Englueering and Mining Journal, Metol and
Mineral Markets,

¢ Data on imports and exports are preliminary.

Source: Production and consumption data from offlelnl stutisties of the U, S. Bureau of Mines, oxcopt as
noted; Imports and oxports compiled (rom official statistics of the U, 8. Nopartment of Cominereo,
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TapLe 8.—ILcad pigments: United States production and forcign trade, specified
years, 1937 to 1956

Produc- }Importsfor{ Domestic

Yeur tion 12 consump- exports
tion
Quantity (short tons)
200, 874 68 3,622
237,035 42 3,012
278, 592 38 5,426
308, 312 8 7,836
278,940 82 4,445
345, 001 472 2,862
305,032 1,578 2,260
232,023 2,094
341,050 1,110 2,956
307, 520 3,850 2,390
2170, 387 1,066 2,343
209, 068 66 2,474
276,011 508 2,670
205,110 3703 12,741
283,726 35,582 32,072

41,640 17

32,2564 10 510
40,076 10 715
61,017 3 1,

1, 13 1
116, 280 160 1,041
119, 268 633 0

7, 684 143 1,104
105, 318 344 0

, 3 1,502 983
100, 114 451 033

9, 16 799

7, 149 872
100, 307 4195 3976

31,465 31,002

1 Data represent shipments or sales by domestic manufacturers.

: }}mlltlxd(l-s an estimate for shipments of sublimed lead in 1946 and In 1948-56.
reliminary.

4 Value of Imports is forelgn value,

# Not avallable.

Source: Production, officlal statistics of the U. S. Bureau of Mines; imports and exports, official statistics
of tho U. 8. Departinent of Commmerce,
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Pantk —Rabbitt metal and solder: United States production and foreign trade,
speeified jears, 193756

roduction Tmports Domestle exports

U [ (1) o\ ) T DO -
Pettod stmption
Bahbitt (hahibitt Bubbitt Tend
metod ¥ Kolder ¢ | metal and metal solder
solder)
Quantity (short tons, gross welght)
10937 JN R - 21,841 R, 610 80 670 610
1038, . e 3 Q) 1 402 4565
e . e e e 17,070 60,017 14 413 845
13 e e e e 25,755 Q) (U 418 an
| LTI, Lo e . * @) al B50 864
17 ce e B 437418 M, 014 103 0hh 1,060
IS .. e e [t ) 142 377 450
1040 . e e e 3 ] 1 418 405
1w . e e *) ) 2,073 310 520
i e (L @) iy 328 492
1082, [G)] ) ik 318 ®

mws -- (&) ) 811 228 210
20X R Q] (S 1,040 27 323
1053 4 * (S 180 pi) 482
1w ¢ ™ & 1,600 1313 413

15, (K0 22,0 a0 3 3)
1, (XN) 16, 000 1 3 3
12, 8K 20, 000 1 2 ()
35, (W0 38, 000 4 3
41,000 53,000 X 3) 3)
40, 100 59, (00 o 0} 3)
42, A4 71,026 ks 3) 3
20, 180 02, 104 3 3
38,241 04, 608 1,405 3 3
35, 410 82,404 333 3 ()
30,545 72,04 326 ) )
3R, 60 78,743 434 3 ()
27, 160 0,122 74 3 3
34, 507 88, 749 622 3 3)
27,828 72,015 3 U]
Value (in thonsands of dollnrs)®
7,802 28,022 28 450
[Q) @) (U] 303 221
6,501 25,400 1 401
[Q] ) 3 311 177
(0] 3 .30 a13 510
18,775 30,012 110 1,142 970
3 17 521 414
¢ ¢ 27 083 478
® [ 475 520
%) (D] 1,011 762 720
® @) 752 587 ®)
¢ Q) 1,119 427 227
@) ¢) 882 377 320
Q) @) 046 301 423
¢ @) 1,635 1427 464

1t Quantity in terms of lead content represents lead consumed in the manufacture of all bearing metals;
probably 45 of the totals given was consumed in making babbitt metal.

: (\{u;\ntltﬁ hk\“torms of lead content represents lead consumed in making solder.

Not available.

€ Of the total babbit metal produced in 1947, 33,987 tons, valued at about $14,108,000 was lead-base babbitt,
and 3,431 tons, valued at about $4,667,000 was tin-base babbitt; these value figures includo an estimato of
the value of very small quantities that were produced and transferred to plants of the same compantes.

£ Not reported separately.

¢ Data on imports and exports are preliminary.

? Includes 216 tons of lead-base babbitt metal valued at $227,000 and 97 tons of tin-base babbitt metal
valued at $200,000.

t Value of imports is foreign value.

* Less than $500.

Source: Production of babbitt metal and solder in terms of gross weight and value, and imports and
exports, official statistics of the U, 8. Department of Commerce, except as noted; lead consumed in making
bearing metals and solder, from the American Bureau of Metal Statistics for 193743 and from the U, 8,
Bureau of Mines for 1946-56.



IMPORT TAX ON LEAD AND ZINC 23

TasLn 10.—Lead sheets, pipe, shot, glazters’ lead, and lead wire: United States
production and forcign trade, specified years, 1937 to 1956

Produc- |Importsfor| Domestic Produc. | Importsfor| Domestic
Year tlon 1 consumnpe exports 2 Year tion 1 consump- | cxports?
tlon tion
Quantity (short tons, gross welght) Valte (in thousands of dollurs)
1937.......... 345,671 370 768 37,739 55 17
. . ") 160 (] Y 31 ®
844, 200 170 1,028 8}, 685 25 113
02, (XH) 25 1,743 11, 7680 2 317
78,000 24 971 17, 305 10 104
78, 000 07 1,842 27,059 42 7
71,402 181 451 31,320 0 439
57,002 178 773 24,473 101
72,180 €7 354 28, 397 78 131
M, 306 255 1,088 24,770 123 674
58, 162 n 1,288 25, 026 8 643
59, 160 178 4 21,972 58 210
52, 840 307 3713 20, 141 126 156
00, 223 2,048 5657 AU, 258 535 246
50, 461 7,654 5563 24,289 2,047 276

1 Data for 1937 and 1030 represent production of lead plates, sheets, mblmlz, oand pipe; value was estimated
foru relntively small quantity produeed and consumed in the same works.  Data for sl other years represent
tead consumed for making pipes, traps, bends, nnd sheet—~ for 1943-47 from the Amerlcan Bureau of Metal
Htatlsties, ond for other years from the U, 8. Bureatt of Mines; value for production after 1039 estimated
by inultiply Ing quantit, 'b%' the sverage annual prices of lesl sheet as reported by the Dally Metal Reporter,
monthly supplement—Metals.

2 Comprises lead sheet, strip, and pipe.

3 Lead plates nnd sheets (2‘1.,503 tong, gross welght, valued at $£3,776,000) and lead tubing and pipe (23,168
tong, gross welght, valucd at $3,063,000).

4 Not nvallable.

¢ Data for lead sheets, strip, and pipe were included with data for lead pigs and bars in 1038,

¢ Lead plates and sheets (26,327 tons, gross weight, volued ot $3,722,000) and lead tubing and pipe (18,063
tony, gross wcl;sht, valued at $2,803,000).

? Imports and exports, preliminary.,

Sourco: Compiled from official statistics of the U. 8. Department of Commerce, except as noted

TapLe 11.—Unmanufactured zine: United States production, forcign trade, con-
sumption, and average market prices, 1948-56 and January-March 1957

{In short tons of zinc content)

Production Imports for consumption 3 Aver-
. Domes-{Estimated| age
Year tlc ex- | consump- | price
Mine | Second- Dutia- ports¢] tion o per
output!| ary Total ble Free Total zine$ |pound ¢
output?
Cenls
1948 ...o....o.... 620,977 | 74,100 | 704,167 | 219,603 | 70,013 | 289, 616 | 69,084 995,036 | 13.£89
1049, . ... 593,203 | 51,651 | 644,854 | 213,703 | 82,300 | 206,003 | 63,203 826,253 | 12.144
1050 . 623,376 | 74,007 | 697,472 | 394,154 13, 141 | 407,205 | 20,268 | 1,148,002 | 13.866
1051 681, 189 | 68,174 | 749,363 | 285,818 | 48,431 | 334,009 | 44,212 ) 1,126,248 | 18.000
1052 660,001 | 74,665 | 740,666 | 99,074 | 509,435 | 698,500 | 62,056 | 1,012,147 | 16.215
1053.. 730 § 04,235 | 598,065 | (53,832 | 44,064 | 697,896 | 21,811 | 1,156,611 |7 10.855
1054 465,245 | 72,657 | 537,902 | 630,488 | 35,507 | 665,905 | 41,684 | 1,022,574 | 10.681
1055 $ 503,800 | 83,540 | 587,340 | 560.639 | 33,443 | 603,082 | 39,506 |*1,302,112 ) 12
:ggg 23 ..... 539, 562 | 281,000 | 620,562 | 629,421 | 101,696 | 731, 117 | 22,361 ,#1,153,338 | 13.494
anua
March)t.. 145,453 | 921,600 | 167,053 { 184,653 | 26,723 | 211,376 | 3,504 | ¢289,000 ; 13.500

! Represents recoverable zine content of concentrates produced for ores mined and tailings treated.

2 Represents zine recovered in all forms from old scrap.

3 Zine content in ores and concentrates and the gross weight of zine blocks, pigs, and slabs, old zine serap,
zing dross, and skimmings,

1 Zine content in ores, concentrates, dross, and skimmings, and zine blocks, pigs, and slabs.

$ Data represent all slab consureed {estlinating that data reported to the U. S, Bureau ¢f Mines account
for 96 percent of all slab zine consumed) plus estimated ¢ otion of secondary zine (old scrap) and the
zine content of pignrents and salts made directly from ores. These data do not include withdrawals for
the strategic stockpile,

Average market price of Prime Western zine, f. o. b., East St. Louis, as reported by the Engineering

and Mining Journal Mectal and Mineral Markets.

1 Eflective July 186, 1053, Prime Western zinc was also sold on a delivered basis; the delivered price ranged
from 34 cent to 3% cent per pound above the East St. Louis price.

: }‘?attla OI: ol(tlnporls and exports are preliminary.

istimated.

Source: Consumption and production data compiled from officlal statistics of the U. 8. Bureau of Mines,
except as noted; imports and exports, from ofliclal statistics of the U. S. Department of Commerce; prices,
nein ing nd Mining Tourmnal M t 1 rd Afin al M rk te
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TanLg 12.—Zine owide and lithopone: United States production and foreign
trade, specified ycars, 1987-56

Produe- Imports Domestle Produc- Imports | Domestle
Year tion 12 for con- oxports Your tion 12 for con- oxports
sumption 3 sumplion 3
Quantity (short tous) Valuo (in thousands of dollars)

1037.......... 3090, 760 0,370 5,024 28, 038 400 010
J L1 5 J .. 243, 001 4,677 2, 846 23,301 280 340
1088 . 200, 005 4, 12 330 28, 1M 217
1043 322,058 21 23, 340 30, 261 b 2,707
1040 372,823 42 €, 607 , 8 2,012
17, 407, 254 18 32, 734 03, 891 31 6, 651
148 358, 442 27 20, 456 a5, 547 7 5,220
1Y 225, 180 2H 19, 5% 43, 152 52 3,426
1050 v, 402 3, 204 12, 451 71,321 1,261 2,175
1051 204, 8014 2, hit 0,468 74 60 i 1), 865
1952 241, 034 183 17, 60 63, 1 0 4,852
1084..... 240,778 1,214 4, 897 60,474 281 1,408
W6 . 218, 208 2,413 6,124 . &), 430 483 1,35t
1085 .. P 244,047 43,350 44,530 || 1055 58, 031 4 489 41,073
10564, ..., 223,053 3,810 4,130 || 19504 Q] 700 1,087

¥ Data represents shiipments or sales by domestlo manufectirers,

2 Inclitdes lead-free zine oxldo, leaded zine oxide, and normal Hthopono content of high-strength lthopone
plus lithopone sold as such,

3 Doos not include zine oxido moroe than 25 percent lead, which is entered under par, 60 of the
Tarlth Act of 1930, Value of lmports (s forelgn valuo,

¢ Proliminmy,

# Not avallable,

Source: Production, officlal statistics of tho U. S, Bureau of Mines; fiports und exports, oMelal statistics
of the U. 8, Department of Commerco,

bt
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TanLe 13.—Zine dust and zine sheets: United States production and forcign
trade, specified ycars, 1987-56

Zine dust , Zine sheets
Imports for consumption
Yeur Importsfor| Domestic Domestie
Production| consump- | exports | Production exports ?
tiom Coatedor] Other Total
plated
Quantity (short tons, gross welght)
15,242 69 2,145 16, 1 231 232 5,813
i, 600 ™ , 253 13,048 1 27 ®
16, 835 41 2,844 X 178 178 06,410
25, 00) 108 b, 859 2 [Q] (0] 2, 24
28, h74 77 (3 2 ) ) 11,056
30,602 |. ... 1,46 67 67 7,050
32, 217 4} 120 120 5,318
22,710 00 3 32 3
28,022 472 211 211 2,456
31, 605 164 722 149 149 3,622
25, 113 133 ® 4 47 3,031
25, 207 , 045 2 196 190 3,230
20,714 |ocaeaa. ot 509 259 259 2,960
10568 ... 30, 118 72 445 431 431
10568 ... 628, 223 72 372 454 454 3,043
Value (in thousands of dollars)
Foreign Foreign | Foreiyn | Foreign
ralue value ralue ralue
2, 688 (1) 418 1 30 3 1,104
1, 643 b 350 2 2% Q
2,368 3 469 21 21 1,052
6,171 18 1,263 (U] (W] (33
0, 058 5 80 " (U] 3,693
7,680 1 ... 448 4 4 3,000
10, 052 209 33 33 2,126
0,105 4 261 8 8 2,053
, 602 81 187 93 03 984
13,439 7 401 84 84 2,082
, 704 39 ® 24 2% 1,035
0,720 162 181 77 77 1,696
0% 1 161 88 88 1,444
9,210 18 162 148 148 1,318
18 136 172 172 1,718

1 Couted or plated with nickel or other metal (except gold, platinum, or silver).
1 Includes exports of strip, which, however, are belleved to be small,

3 Not avallable.

4 Less than 3¢ ton.

$ Data on imports and exports are preliminary.

¢ Preliminary.

7 Less than $500.

Source: Production, compiled from official statistics of the U, 8. Bureau of Mines; imports and exports,
compfiled from official statistics of the U. 8. Department of Commerce.

Jury 31, 1957,
Hon, HARRY F. ByRb,
Chairman, Committee on Finance,
United States Senate, Washington, D. C.

My DEArR MR. CHAIRMAN ¢ Reference is made to your letter of June 28, 1957,
requesting a statement of this Department’s views on §. 2376, to amend the
Internal Revenue Code of 1954 to impose import taxes on lead and zine.

The proposed legislation would terminate the duties on lead and zinc articles
imposed under paragraphs 77, 303, 304, 72, 301, and 392 of the tariff act and
in Heu thereof would impose, when the market price of lead or zinc is below
certain levels, import taxes on these articles at varying rates by adding a new
subchapter to chapter 38 of the Internal Revenue Code.

The bill contains no provision as to what would happen if the determined
avernge market price should ever exceed the maximum shown in the tables
in sections 4545 (b) and 4546 (b). It is assumed that, since tariff duties would
be terminated and no provision for import tax is made, these articles would be
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free of duty and import tax when the determined average markot price exeeeds
the maximum shown in the tables.

1If the dotermined average market prices remain relatively stable no unusunl
administrative difleulty would ensue i this bill were enacted,

The Departinent has been advised by the Burean of the Budgel that there is
no objection to the submission of this veport to your committee,

Very traly yours,
Davin W. KenvaL,
Aeting Seeretary of the Preasiurp,

1 NECRETARY OF CCOM MERCE,
Washington, August 15, 1957,
Hon. Harny I, Byan,
Chairman, Committee on Finanee,
United States Senate, Washington, D. €,

Dear M. CuamyMan. This letter is in vesponse {o yonr request. of June 28,
1957, for the views of the Department of Commaerce with respoet (o 8, 2376, a
bill to amend the Internal Revenne Code of 18954 to impoxe import fnxes on lend
and zine,

I£ this bill ix enneted §t will- -

1. Amend the Tavity Act of 1930 by abolishing the existing tmport duties
on lead and zine and on certain arvticles produced therefrom Usted in para-
geaphs 72, 77, 301, 302, 303, and 304 and

2. Amend the Revenue Code of 1954 by adding a new subehinpter which
will include the avticles Hsted in the paragraphs enumernted above (under
1) and will impoxe import exelse taxes of vaeying amounts on the leand nnd
zine content of the ftems Hsted,

(As indieated at pages 2 and 3 of the bitl the tax ratexs will vary with the
domestic prices of lead and zine; the rates will deerease when (he prices
of these 2 metals are high and inerease when the prices of these 2 metals
are low,

The Departiment of Commerce recommends the ennetment of (his bill,  I'he
proposed legislation, if enacted, would tmplement a part of the long-range min-
erals program which the Depactment of the Interior presented in considerable
detail and with supporting data to the Sennte Commit{ee on Interfor and Insular
Affaivs on June 4, 1957,

The primary purpose of the bill under reference is to assist the domestle lead
and zine fndustey which has suffered feom declining prices since May 1957, It
is betieved that the enactment of the bill would atd the domestic producers and,
at the same thme, wonld preserve the interests of domestic consumers of lead
nma zine who are dependent upon forelgn sonrees for over 40 pereent of thelr
needs of these 2 metals.  The stding seale tax fenture of the bill s designed to
proteet the interests of both domestie groups.  When the domestie prices of
lead and zine ave low, the higher tax rtes would proteet the produeers,  When
the domestie prices of lead and zine are high, the lower tax rates would protect
the consumers,

In ovder to protect further the interests of the domestle consumers, two
amendments to the bill are vecommended, At the hottom of page 2 of the bl
it is recommended that there be added an additionnl sentence, as follows: “If
the determined average market price for lead is 17 cents or higher o pound, the
import excise tax thereon shall be removed.” At the hottom of page 3 of the
bill it is recommended that there be added an additional sentence, ax follows:
“If the defermined average market price for zine is 14% conts or higher a pound,
the import excise tax thereon shatl be removed,”

The substance of thexe two amendments is included in the long-range minerals
program which was presented to the Senate Commlttee on Interior and Insular
Affairs by the Department of the Interior on June 4, 1957, However, as pres-
ently drafted, the bill (8, 2876) to fmplement the program does not provide for
the removal of import excise taxes when the price of lead is 17 cents or higher
a pound and when the price of zine is 143 conts or higher & pound.

There is attached for the conveniont reference of your committee a copy of
the statement presented by this Department at the August 1, 1957, heavings of
the House Committee on Ways and Means with respect to the companion
House hills.
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The Bureau of the Budget hins advised that it would interpose no objections
fo the submlission of this report to your committeo.
Shacerely yours,
SINCLAIR WEEKS,
Sceretary of Commerce,

SrareEMENT OF IoN, WArTeER WILLIAMSE, UNDER ‘SECRETARY, DEPARTMENT OF
Commenrer, Berorkg CoMMIrTes oN WAYS AND MeANnS, Housk oF REPRESENTA-
TIVES, 'I'1IuRspAY, Auvausy 1, 1057

1 wish to thank you, Mr. Chalrman and membera of the committee, for thig
opportunity to express the views of the Depnrtment of Commerce on the proposal
submitied to the Congress by the Sceretary of the Interlor for a siiding seale
Import exelse tux on lead and zine,

The Department supports the proposal,  Ag the Secretary of the Interlor has
snld, the oceaslon for it 18 the recent sharp decline of prices of these commaodi-
tles andd the further threat to the lead and zine mining Industries posed by the
high level of Imports of these commodities,  Since May of this year, the price
of zine per pound has decreased from 1314 to 10 cents and the price of lead from
10 (o 14 centy per pound,  These deerenses nre resulting In the closing of many
small mines which eannot operate profitably at these levels.  ‘This, of course,
ndversely affects many other simall businesses whose existence depends on the
continued operatlon of these mines, As a result, unemployment is developing
fu these areas,

‘I'he proposed legisiation was devised to remedy this situation by imposing a
slding seale exelse tax on fmports which I8 intended to stabilize prices at or
nenr levels prevalling In 1056 and the first quarter of 1057

I'his proposnt eannot be consldered apart from the entive forelgn-trade poliey
of the United Staten, Expansion of our foreign trade turough an orderly pro-
gram of veduction of tarilVs and other trade barviers both heve and abrond has
long heen a cornerstone of our policy. Sound trade must be o twoaway affnir,

However, it s of equal fmportance that thix expnnsion of onr fareign trade
be achieved only through a program which is fale, mode:ate, gradual, and re-
ciproenl.  Such a progrian must. be mutually pdvantageons to Amerfean private
industry and to those nhrond with whom we trade,

Accordingly, the Prestdent, in digscussing the Trade Agreements Aet, his safd ;
“Phiy program, therefore, must be and will be administered (o the henefit of
the Natton’s economice strength and not to its detriment. No Amerienan industry
will be placed In Jeopardy by the administeation of this measare.”

The policles of the Department of Commerce in the promotion of our forelgn
commerce are geared to thig basie concept, As recently as Iast Jaly 9, the Seere-
tary of Commerce said to the Sennte Committee on Interstute and Foreign Com-
merce: “We helieve that the problem of forelgn competition in the American
market calls for a higher type of economice statesmanship than die-liard ad-
herence to extreme positions, The national interest will not be served unless
both the free trader and the protectionist show a willingness to give and take
and jointly to work toward the goal of inereased reciproceal trade.”

It 1 In the light of these principles that we endorse the proposal now under
consideration., 1t is consistent with the President’s pledge, At the same time,
it is moderate in that it seeks to encourage a cutback in forelgn output which
will be no more than proportionate to that of our domestie producers.

In 1966, world production of lead and zine was substantinlly in excess of world
industrinl consumption and this was in apprecinble mensure n result of govern-
mental policles during World War II and the Korean conflict. The United States
Government during World War II pald premfum prices to encourage expansion
of domestie production and assisted financially in the development of mines over-
seas. During the Korean war, the Defense Materinls Procurement Agency mude
purchase contracts at guaranteed prices with domestic and forelgn producers,
granted priority ratings for production machinery and equipment, and recom-
mended production expansion loans, operating lonns, and certificates of necessity
for accelerated tax amortization, This all resulted in a substantinl expansion
of production capabilities hoth at home and abroaq,

In 1953, United States Government purchases of forelgn lend and zine were
severely cut back, but the total imports did not change significantly. Instead,
most of it went to domestie users in competition with domestic producers.

001390—57——3
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This vast increase in avallability of foreign metalg for domestic consumption,
largely resulting from governmental actlon, caused the price of zine to drop
from 102 cents a pound in 1062 to 10.8 cents in 1953 and caused the price
of lead in the same perlod to fall from 1614 cents to a little over 131 cents a
pound in the same period.

As a result of this, the ‘Pariftt Conmisslon, in an eseape-clause action, recom-
mended the restoration of the maximum duty on these products, While the
Prestdent did not implement these recotmmendations, he did recognize that the
Government was under some obligation to protect these industries from injury.
He, therefore, divected an acceleration of procurement from the domestie pro-
ducers for stockpile purposes and also encouraged the removal of more of the
forelgn metals from the domestic market by inereasing the exchange of our
agricultural surpluses for lead and zine for the supplenmental stockpile.

T'hese measures had the desived effeet, The price of zine returned to an
average of 1314 cents per pound and of lead to 16 cents per pound.

Iowever, in May of this year, it beenme apparent that these programs would
have to be severely curtalled, urther stockpiling of these metals could not
bhe Justifted. It was not considered feasible to continue the exchange of agri-
culturnl surpluses for lend and zine since It mervely resulted in substituting
one surplus for another.  Announcement of these conditions has enused the prices
of these metals to return to thelr 1053 levels,

In the lght of this history, the Department of Commerce believes that the
Government has an obligation to come to the assistance of these producers with
a moderate proposal which will do no more than tend to equalize hetween do-
mestic and forelgn producers the cutbacks occasioned by the excess of world
supply over world consumption, We believe that the proposal by the Depart-
ment of the Interfor meets this test and we recommend its enactment.

The Cuamraan. The Chair received a letter several days ago from
Senator Bennett, of Utal, urging that this meeting be held, and I
will sk that. that letter be inserted in the record.

(‘'The document referred to is as follows:)

UNITED STATES SENATE,
COMMITTEE ON FINANCE,
July 17, 1957,
Hon. Iarey F. Bynn,
Chairman, Senate Finance Committee,
United States Senate, Washington, D. 0.

Dear HARRY : For some years the plight of the lead and zine miners in my
State of Utah and In the West generally has been steadily growing more sevious,
and during the past few years the majority of our most productive mining opera-
tlon(:)x have had to close down., Lead is now priced at 14 cents a pound and zine
at 10 cents.

The administration, in recommending a long-range minerals policy, included
in that recommendation a provision calling for amendment of the Internal Rev-
enne Code of 1054 to impose import taxes on lead and zine. A number of bills
implementing this provision have been introduced in the House of Representa-
tives, and Senator Watkins and I joined in the introduction of a similar measure
in the Senate. The House Ways and Means Committee has scheduled hearings
on the bills pending befere the committee, confining the testimony to the proposal
submitted by the Secretary of the Interlor, These hearings are scheduled for
August 1 and 2, and it is hoped that the committee will then act swiftly on the
legislation, so that we in the Finance Committee may have an opportunity to
examine the problem,

The proposed legislation would substitute for the present tariffs applicable to
lead and zine articles sliding scale excise taxes which would become effective
when prices decline to levels that would threaten serious injury to domestic pro-
ducers. Such excise taxes would be suspended when prices return to and remain
firm at levels sufficlently high to prevent economic distress to the domestic indus-
tries. The proposed excise taxes applicable to each of the commodities would be
suspended if the average price during a 3-month period goes above 17 cents for
lead or 141 cents for zine,

The reason our domestic mining industry needs this type of help is easily un-
derstood when we examine the difference in wages paid to miners in America and
wages paid abroad. The effect of the competition of foreign producers in this
strategic and vital industry is graphically portrayed by the fact that in Utah
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the number of lend-zine mines has dropped from 21 in 1047 to 9 by 1955, and
there has been a drop In the number of lead-zine miners employed in Utah, from
9,000 11947 to 1,782 by last year, and, of course, the recent closings have.caused
even more of o drop. I am enclosing a copy of an article in one of our Utah
papers commenting on the closing of one of the most productive mines in the
West, which I think illustrates the sad condition of this vital industry,

I appreciate your scheduling hearings on this measure in the Finance Commit-
tee, and I sincerely hope that we on the committee might be able to reach quick
agreement on the need for legislation this session. I am convinced that any
further delay would be disastrous to the industry. Certainly, help for this essen-
tlal industry is not only well justified, but passage of this legislation will be of
grent benefit to the country ag well,

With kindest personal regards, I am

Sincerely,
WALLACE F. BENNETT,

[The 8alt Lake Tribune, June 18, 1957]
Ur AND DowN THE STREET : XND oF THE MINING RoAp, UtAn's Cuier CoN CLOSES

(By Robert W, Bernick, Tribune business editor)

Chief Consolldated Mining Co., producer of lead and zinc for the Nation since
1000, Wednesday announced “Indefinite suspension of operations,’” effective
June 15,

This date thus marks the “end of the road” for the last operating metal mine
in the historle Lureka-Tintle district of Utah, which has produced $500 billion
worth of strategle metals during two World Wars and the Korean war for the
United States.

Cecll Flteh, Jr,, president and general manager, snild Wednesday, “We have
been fighting an economic battle against forelgn fmports for 11 years, The
mines that are closing now, including the Chief Conesoliduated, are not ‘marginal’
mines. They all closed § years ago.

“It is simply that under the impact of inflationary costs and low-wage produced
foreign metals coming into the United States, evern mine in America will become:
‘marginal’ at a certain price,” the Utahan said,

Some 70 miners and their fainilies will be affectéd immediately by the elosure.

But for the miners in the Eureka-Tintie district, the process of economic strug-
gle has been a losing one since the start of active promotion and subsidization by
successive Washington administrations of metals produced in foreign nations
and imported to this country,

Where thousands once lnbored in the creation of wealth for Utah there re-
mained only hundreds in this district in the post war period.

In September 1954 the mining company pulled its pumps in the main ore-
producing areas of the Chief No. 1 mine. I‘rom 286 miners, employment was re-
duced to the present 70 whose jobs end in a few days.

The miners of yesterday have now found other work, many outside the industry.:
Chl}h; Fitch paid high tribute Wednesday to the men who have worked for the

ef,

“They have been a very faithful crew., They have produced as no other miners,
even though in recent years wage reductions were necessary if any jobs were
to be had at all. The United Steelworkers of America (AFL-CIO) has recog-
nized our peril and our labor relations have been excellent,

“But we just cannot carry on any longer,” the Eureka district spokesman said.

The Chief Consolidated Mining Co. was founded by the late Walter Fitch and
his son, Cecil Fitch, Sr., both Michigan miners.

Mr. Iiteh, Sr., on Wednesday marked his 72d birthday.

The CrairMaN, We are honored by the very distinguished Senator,
Senator Mansfield, who is our first witness,

Senator Carrson. Mr, Chairman, before the Senator from Montana
roceeds, may I make a part of the record a copy of the letter written
y the Governor of Kansas, Gov. George Docking, in the interest

of this legislation.

The Cuammman. Without objection.
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Senator Canrson. It was written to the chairman of the Ilouse Ways
and Means Committee, but deals with the same legislation, and as our
State is vitally interested in this legislation I would like to have this
made a part of the record.

The Cuamman., Without objection,

(‘The letter referred to is us follows:)

Torrxa, Kans., July 16, 1957,
Hon. Jere CooPER,

Chairman, House Ways and Mcans Commilice,
Washington, D. 0.

Dear ConankssMAN Coorkr: On August 1 and 2, 1957, the House Ways and
Means Committee will conduet heavings on the administeation’s bill for the
relief of the lead and zine industry, and I am quite interested in favorable con-
slderation for these interests,

A great portion of the Nation’s lead and zine industry is located In Kansas,
As a result of the severe drop in the price of lead and zine, this industry has
bean seriously affected. If the price continues at ity present low state, fur-
ther and more drastic adverse economie effects will result, T'his will en-
danger the continued existence of an industry that is vital to our national
defense and will cause financinl hardship and distress to those persons dirvectly
and indivectly dependent upon this industry for their livelihood.

I constder the relief of this situation to be of vital importance to the
State of Kansas and the Nation, 1t Is my opinion that the administration
program represents the absolute mintmum In the steps necessary Lo correct
this serlous situntion, I, therofore, urge you, the members of your committee
and the Congress, to expedite in every way possible the passage of the legisla-
tion necessary to enaet this minfmum program into law and to further con-
sider additional remedies for this problem,

Very sincerely,
Gronar DockiNg, Gorernor,

STATEMENT OF HON, MIKE MANSFIELD, UNITED STATES SENATOR
FROM MONTANA

Senator MansrieLp, Mr. Chairman and gentlemen of the commit-
tee, I apprecinte the opportunity of appearing here this morning in
behalf of legislation now pending before Congress, which, if enacted,
would protect the domestic lead and zine industries of our Nation
from economic chaos.

May I point out, Mr. Chairman, that while we look upon the metal
mining industry as a product of the West, that in addition to such
States as Montana, Idaho, Colorado, Nevada, Ultah, New Mexico,
and others, that we find large holdings in such States as New Yorl,
Tennessee, and Oklahoma.

Not only that, but we find there are many fabricating plants for
both lead and zine in the East as well, so that this is, in effect, a na-
tionwide problem and not just a problem confined to a specific area.

My deep concern over the situation in the lead and zine industries
prompts me to make this statement today. A statement concurred in
by the entire Montana delegation, the distinguished senior Senator,
Mr. Murray and our two able colleagues in the House, Congressman
Iee Metcalf and LeRoy Anderson. Incidentally, may I say that both
Senator Murray and I have “packed a bucket” in the Butte mines and
we know from personal experience about the eftects when these mines
go down.

It is quite obvious to me that if the domestic lead and zine indus-
tries are not to face extinction Congress is going to have to take
action, as the administration has indicated its unwillingness to do so.
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I want to express my keen disappointment in the administration’s
long-range minerals program as recently unveiled by the Secretary of
the Interior, insofar as it affects import duties on lead and zine.

I need not remind this committee that 4 years ago—on- July 27,
1953—you passed n resolution directing the Tariff Commission to
make a comprehensive investigation of the lead and zinc industries
under provisions of section 332 of the Tariff Act of 1930, as amended.

That investigation was made, and concurrently the Tariff Commis-
sion also conducted an escape-clause investigation under section 7 of
the 'T'rade Agreements Ixtension Act of 1951,

At the conclusion of its investigations the Tariff Commission unan-
imously recommended the maximum permissible tariff increases on
certain lead and zine items of import, and increases of a lesser degree
on other items,

The President did not follow the recommendations of the Tariff

jommission and instead ordered stockpile acquisition of lead and
zine ores and concentrates through direct purchase and through barter
deuls as a meuns of raising the prices received by domestic producers
to a level which would allow them to keep their mines open.

Partially as a result of these stockpiYing and barter. programs the
price of zine rose from o low of 914 cents per pound edrly in 1954 to
a high of 13.5 cents per pound on January 7, 1957, During the same
period th(ls price of lead rose from 1214 cents per pound to 1614 cents
per pound,

In} April of this year the Government announced a decision to sus-
pend the lead and zine barter program pending an administrative
review of the entire barter operations. As a result, by early May the
price bottom literally fell out from under lead and zinc. 'i,‘oday the
domestic price of zinc is .again at a distressed level of 10 cents per
pound—or approximately the price that was in effect when the Tariff
Commission recommended increases in the tariff—and the domestic
price of lead today is 14 cents a pound, or only a little above the price
at the time the Tariff Commission made its recommendations on lead
and zine. London or “world market” prices, which inevitably affect
the domestic price, are even lower.

This country’s fead and zine industries are in dire straits. Let us
take a minute to look at the reasons for this. World production of
zince is up 56 percent since 1950, as against the increase in domestic
consumption approximating 10 percent ; and, parenthetically, it should
be stated that the United States consumes approximately one-third
of the world’s production of lead and zinc.

Domestic production of lead and zinc has not kept pace with in-
creased world production. In the instance of lead, world production
has increase 45 percent since 1950, domestic production has gone up
only 10 percent, and, in the case of zine, world production 1s up 56
gercenq while domestic production is down 15 percent. The United

tate]s is simply being flooded with foreign imports of both of these
metals.

The impact of these imports in recent months on the economy of the
lead- and zinc-producing areas of our Nation has been serious. In
Montana, one of the large zinc-producing States, the number of miners
engaged in bringing zinc out of the ground has dropped some 1,500
men In the last 90 days.
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The same is true in all other lead- and zinc-producing areas of the
Nation. Just 1 week ago the American Metal Market reported, and
Iquote:

The New Jersey Zinc Co. has announced curtailment of slah zine production
at its smelters in Palmerton, Pa., and Depue, Ill. The cutback at both plants
amounts to a total of 2,600 tons per month,

Other companies also have cut back drastically.

And still quoting:

Officials of the company stated that this production cutback has been forced
by a heavy oversupply of zinc in the United States market due to an uncontrolled

flood.of foreign imports. These excessive imports have driven the price from
13.50 cents to 10 cents per pound within the past 60 days.

And still quoting:

The company feels that there can be no improvement in the situation and
that further production curtallments in the zinc mining and smelting industry
are bound to occur unless the Government adopts some means of controlling the
exploitation of the domestic market by foreign producers.

A qeclining market for zine concentrates and a resultant sharp drop in
prices has resulted in curtallment of zinc mining and processing operations
by United States Steel's Tennessee Coal and Iron division at its Jefferson City,
Tenn,, zinc mines and works,

Mr. Chairman, this is a report on the situation faced by only one
large company, and I am sure that all of the other lead and zine com-
panies, large and small, are faced with a similar problem. An addi-
tional production curtailment in the lead and zine industry is inevitable
unless something is done to control the exploitation of the domestic
market by foreign producers.

This is an extremely serious economic problem in our State, and
the Montana delegation is taking this opportunity to strongly urge
that this committee and its counterpart, the House Ways and Means
Committee, take steps to meet the situation with adequate legislation
s0 as to end the economic chaos existing in the lead and zinc industries.

We would urge you further to carefully consider the question of
whether the peril points and import duties established in the bills
before you are realistic and also to consider whether this problem
can best be met by increasing present tariffs or imposing import duties
or establishing import quotas, or a combination of the three.

Mr. Chairman, I would like to also call the committee’s attention
to the fact that this Nation’s great copper-producing capacity also
is beginning to feel the pinch ofg declining prices brought on by heavy
foreign imports.

The day is rapidly approaching when the Congress must face up
to the fact that the present peril point of 24 cents per pound for copper
for tariff considerations must be raised by a minimum of 4 to 6 cents
a pound. This is necessary if stability is to be maintained in the
mining areas of this country.

Let us not forget that our economy is a metals economy. Our
industrial life is based upon and is dependent upon a plentiful supply
of the raw materials demanded by our metals economy in times of
peace and war. The best insurance and assurance for such a plentiful
supply is keeping intact or increasing our domestic minerals produc-
tion, thus insuring an ndeg;mte economic and mobilization base,

* I fully realize that the House must act first on this legislation, but
I do hope that action can be taken expeditiously in both Houses of
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Congress prior to adjournment. The economic plight of the minerals
industry demands immediate action, .

Mr. Chairman, I want to repeat again that this is not a provincial
attitude I am taking, because the mining and the fabricating of metals,
such as zine, lead, and copper, is not confined to the West, but includes
a good many of the Kastern States as well,

In conclusion, I want to thank the distinguished chairman and
members of the committee for the opportunity of expressing the views
of the Montana delegation to this vital issue.

The Cuamrman. We thank you, Senator, for your very fine testi-
mony.

Tl{,e chairman has received a letter from Senator Carl Hayden,
chairman of the Appropriations Committee, which I will make a part
of the record at this point.

(The material referred to is as follows:)

UNITED STATES SENATE,
COMMITTEY ON APPROPRIATIONS,
July 22, 1957,
Hon. HArRrY F. Bynp,
Chairman, Senate Commitice on Finance,
Washington, D. 0.

DeAr HArrY : I regret that, because of a conference with the House of RRepre-
sentatives on the Department of Defense approprintion bill, I cannot appear
in person at today's hearing, but I will be greatly obliged if the attached letter
from Mr, Charles I, Willis, secretary, Arlzona Small Mine Operators Association,
and the accompanying data, be included in the record of the hearings that you
are now holding, -

Yours very sincerely,
CARL HAYDEN,

AR1ZONA SMALL MINE OPERATORS ASSOOIATION,
Phoente, Ariz., July 17, 1957,
Senator CARL HAYDEN,
Senate Opice Building, Washington, D, 0.

DeAR SENATOR: I am advised that Senator Byrd, chairman of the Senate
Finance Committee, has scheduled 1 day of hearings on the various lead-zine
bills for July 22.

We are very anxious that Arizona’s position relating to this proposed legisla-
tion gets into the record, and it will be greatly appreciated if you will see to it
that the records for this meeting show that Arizona is strongly in favor of enact-
ment of legislation as proposed by the lead-zinec program recommended by
Interior Secretary Fred A, Seaton,

‘We do not care to go on record at this time as to which of the many proposals
we favor as we appreclate that this is a matter that requires considerable study
as to just where the peril points should be and just what tariffs should be imposed
when the prices drop below these peril points,

We do, however, definitely want to go on record as favoring the idea of the
setting of peril points for lead and zinc, with tariffs to be imposed when the prices
go below those points, .

I am herewith enclosing coples of a brief statement relative to the lead-zine
situation in Arizona. Practically all of our Arizona lead-zinc mines have been
shut down in the past year and the only production we are now getting is that
which comes from mines having a considerable gold and silver eontent.

. The department of mineral resources lists 80 lead-zinc mines that closed during
the perfod 1953-56, inclusive, and including the Mammoth and San Xavier
mines, which shut down near the end of 1054, Thirty-four mines are shown as
operating on its February 1, 1957, list. The July 165, 1957, list shows only 11
lead-zinc mines.operating. Furthermore, besides the recent closing of the major
Johnson Camp, MeFarland, and Hullinger operations and the almost complete
shutdown of Athletic Mining Co. operations, there. is planned shutdown .of
another major operation whose closing will result in the shutdown of several
small mines whose ores have been handled by it. The above shutdowns involved
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approximntely M omployees,  Furthormore, there hug boen o deevense in the
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Cuanteg 1AW ILLIN,
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Mine
Untted | Unlted | prodies | Com- | Arteona ] Number| Voug | Arlzonn,
Blnles Hlntes tion hined ad | Mo ] el | preent.
wine  feonsimpedend and] pive of |l mines fund 2in0] © of
e thon, rine, et rine rrmhw. tmulnv- Unifted
tton, | tead e pereent | aoe | prodges | g lemd | (o per | Miates
ted and el of eon. b el tlon andfor |omlie | produe-
2ine mp-. ing tlon
[T
Thns ns Cents N
Yomly averue, WHS a2,
nelnstve 1,000, 080 59, 000, 424 LUK T ORLO2R | ORE 11:1) 32 1.87
Yearly  avergny, WAL ag,
fielusive PR KM R (D, 02, 4N RH U I N RN Ah ] 308

S Arbzona Departient of Mineial Resonrees, July 1083,

During the portod (MR 52) when the lend-zine Industey was thelving in
Avizona, theve was an average of 154 mines producing lead or zine or hoth
metals,  These mines produeed an average of 532 tony of lend and/or zine per
year,  In the davene portod (R3-50Y when the connfry was fmporting oxees.
sive quantitios of tead nmd zine, and the combined price of the 2 metnls nvernged
ouly 28500 conts ax compnred with 81,028 conts during (he good pertod, Avizonn's
combined production of tead and zine dropped from an annual average of 81,905
tonx {0 JALUSH tons,  Over 100 tead-zine wmines closed down,  1n 1066, there were
only 27 tead and/or zine mines opeeating,  For the d-yenr perlod there was an
averape of only A5 mines oporating, as compaved with 164 durlng the preceoding
Beyear period. The average of TH% tons of metal por mine during (his period
indicated the casnaltios were ehietly among the smaller mines, although there
weore 2 lnrge ones closed---the Bagle-Picher, with its 270 men, and the St Anthony,
with fts 185 men,  Also, the Magnm Copper Co, cloged down s zine secetion
tecanse there was more money tn their copper production,

The other Invge producers such as Shattuck-Denn’s Iron King mine, and the
Coronado Copper & Zine Co’s Moove shinft were able to keep going beenuse of
byproduets, silver and copper.  (ne other large producer, Pheips Dodge's Copper
Queen mine, attributed its shntdown to exhaustion of lead-z2ine ove bodlex, How.
over, it is faie to say that if the price of lead and zine had remained at thelr
hi;zhi rat‘(\ of 1852, an appreciable production of thege metals could have been
attained,

To have attained the favorable figure of G008 percent of Arizona’s share of
the domestie consnmption during the period, 1953-56, Arizona would have had
to produce 45.878 tons of lead and/or zine annually, or an inerense of 11,789 tons
per year. Twenty-three Arvizona mines, ench with an annual production of 500
tons of lead and/or rine, conld have reopened.

In 1856, Arizona ranked 7th in gine production among the Western States and
10th in the United States. In lead production, Arizona ranked sixth among the
Western States and seventh in the United States, The fact that Arlzona’s share
in production of lead and zine in the United States averaged 7.87 percent in the
good period and only 8.98 percent in later, poorer years, shows that Arizona mines
were more affected by the decline in lead and zince production than the rest of
the United States.

The CHARMAN. The next witness is a very distinguished member
of this committee, Senator Clinton Anderson.

i
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STATEMENT OF HON. CLINTON P. ANDERSON, UNITED STATES
SENATOR FROM NEW MEXICO

Senator A nperson, Thank you, Mr. Chairman and members of the
conmmiftee,

I is with asense of urgeney that, 1 submit this statement, in support
of 8. 2376, which will establish a sliding seale of excise taxes on
imported lead and zine, which would become effective when market,
prices nre ot sueh low levels that serions harm would be done to our
domestic industry,

Ifor the third time in this deende the Tead and zine industry is faced
with grave peril due to the flooding of our market with mimerals of
foreign origin. ‘These imports arve the produoet of operations in coun-
tries which are characterized by eheap and plentiful labor, large high-
grade ore reserves, nnd o low stnnd]m-(l oll living. In contrast, our
Ameriean miner is receiving his highest wage in history, and he needs
every bit of it. to maintain his high standard of Tiving since the cost
of living in Ameriea is also at the highest level in history, Our
quality of ore and reserves have dwindled in comparison to our foreign
competitors,

Threo years ago T supported the Tariff Commission in its recom-
mondation to the President that a slight increase in duties would
have a strengthening effect, on the domestic industry, At the same
time, 0 small incrense then wonld have had a stabilizing effect, while
allowing our domestic industry to prosper. Instead, for other rea-
sons, the administration chose to start large-seale buying in the form
of n stockpiling program. In addition, through the bartering pro-
gram of the Department. of Agriculture, we obtained foreign metals
for onr supplemental stockpile in exchange for agricultural surplus.
It is true that this Government purchasing kept the industry alive,
but it was, at best, only n stopgap measure. It also allowed forei
producers to expand and further compete with domestic producers for
the American market.

If we could have raised the tariff a little then and kept our pur-
chasing program to fall back on in case of extreme emergency, our
industry would not be in critical condition today. From a security
standpoint, we would not. be facing curtailment of the mobilization
base of our domestic lead and zinc industry due to the forced closing
of mines. From an economic standpoint, great numbers of our citizens
in nmnf' States who are dependent directly or indirectly upon a flour-
ishing lead and zinc industry would not be facing the bleak prospect
of economic distress.

However, the events I have described are past history. We must
appraise our present situation and act now and look to the future.

ur stockpiles are full and prices are still depressed. Inventories
have shown that stocks of both metals in the hands of producers have
increased considerably. Domestic zinc producers have not benefited
at all in proportion to the growth of demand for zinc in the American
market. United States zinc requirements have doubled in the last
20 years, yet producton is at about the same level as it was in 1936.
Lead has experienced about the same fate. During our national emer-
gencies, domestic producers expanded production to meet the increased
requirements of Government and industry.
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Aftor the emergencies subsided, production was curtailed to stay in
line with dmnumt This was net so with world producers, who in-
creased production and expanded facilities to exploit the tremendous
need brought on by the emergencies. Afterward they continued to
flood the market without proper regard for demand, thereby forcing
the price downward. .

So the problem boils down to this: Although our lead and zine
requirements ave greater than domestic production, we have such a
terrific volume of mports that domestic mines with their high costs
of production cannot operate at the existing American market price.
At the present time, foreign imports of zine are 43 percent greater
than total United States production.  Imported lead is 28 percent in
excess of American production,

With the enactment of this proposed sliding seale of excise taxes,
we can offer some protection to our domestic producers and still not
greatly rvestrict the amount of imports needed to meet the require-
ments of industry and Government. By application of the appro-
priate excise taxes when domestic prices Kl” selow what is considered
as the level of *peril,” we can bolster the domestic industry to the
extent that it can keep operating until a new demand can raise the
present sharp price decline and help utilize the increased surpluses.

As a Senator from a western mineral-producing State, 1 have a
direct. interest. in this type of legislation. If anyone may entertain
any doubts as to the urgency of the situation facing the domestic
lead and zinc industry, I would only have him drop by my oflice and
read some of the letters I have been receiving from constituents who
are dependent upon a strong industry.

In Grant County, N. Mex., one of the hardest hit areas of my State,
I am advised by some of the leading citizens that the present emergency
is every bit as bad as it was in 1952 when not a a pound of zine was
produced in the States for months. '

Several of the mines in the State have already ceased operation,
resulting in over 300 families faced with loss of income. This setback
has a disrupting effect on the economy of the entire State, and it is
tsypicnl of what is happening and going to happen in other mining

tates,

I am confident that this committee and the Congress will act
promptly on this proposed legislation which will be a step forward
toward the solution of the vexing problem facing our lead and zinc
industry.

Now, Mr. Chairman, it happens that Joseph H. Taylor, vice presi-
dent of the Peru Mining Co., living in Silver City, N. Mex., is a long-
time friend of mine. He is a member of the Emergency Lead-Zinc
Committee, He is a very practical and capable miner who has
wrestled with this lead problem, and with me about the lead and zine
problem, for at least 10 years, and I would ask that a statement he
prepared for the Ways and Means Committee be inserted in the record
at this point. '

The Cuarman. Without objection the insertion will be made.
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(The document referred to follows:)

STATEMENT FOR TIE WAYS AND MEANS COMMITTFE oF THE 85Ti1 CONGRESS,
WwasHINaTON, D. ., JuLy 17, 10567

My name is Joseph H, Taylor, vice president of Peru Mining Co., 615 West
12th Street, Siiver City, N. Mex, ; director and representing New Mexico Mining
Association; member, Emergency Lead-Zine Committee, .

1t §s our consldered opinfon that the United States of America should have
a healthy, going lead and zine industry eapable of supplying a major portion of
the tndustry’s requirements of these metals for this country in normal times, and
in case of an emergency, such as war, maintain this country from being depen-
dent on forelgn sources for the major requirements of these metals, It is not our
contentlon that we should prohibit the fmportation of ores, concentrates, and
motals, but that the dumping and excessive importation of these metals from
countries that, in general, have low-wage conditlons should be controlled.

Farly In 1952 the lead-zine industry in New Mexico employed approximately
1,200 men.  Some of these men were employed in the mills, some on the surface at
the mines, and a large number of these were employed underground. During the
next yenr, in the spring of 1953, more than 75 percent of these men had been lald
off and foreed to find other work or were drawing unemployment compensation,
During the year 1954, there were but 7 tons of zine produced In this State; how-
ever, in 10535, due to stockpiling of zinc and lead, some of the zinc mines went
into production again, as the price rose to 1314 cents, and this production in-
crensed again in 1956, However, some of the mines did not open up and re-
muained shut down during this whole period. For your information I have tabu-
Inted here the annual recoverable zine produced from the State of New Mexico
durim:‘ the last 10 years, according to the United States Bureau of Mines
statistics,

Year: Toas zine Yepr—Continued: Tones gino
1047 e e 44,103 p (1153 I, 50, 975
1948 e 41, 502 p {4171 S —— 13,375
194D e e 20, 308 1054 - cma— (
10050 e 29, 263 b U4 1515 T O - 15, 300
100 e 45, 419 1956 e 35, 200

Last year, although many of the zinc-lead mines in New Mexico were in
operation, the State inspector of mines shows that there were 527 men employed
in the lend-zine industry in New Mexico. These operations continued until
the break in price, which started the first week in May. This break in the
price of zinc was not caused by underconsumption of zinc in the industries of
the United States, but was caused by the Increased imports of zine ores, zinc
concentrates, and zinc metal. During the past year, in spite of the large
tonnage of zinc metal purchased for stockpiling by our Federal Government,
the stocks of metal increased monthly. Co-

Our Kearney mine was shut down immediately upon the report of the break
in the price of zinc., Other mines in the area started preparing for a shut-
.down as the price of zine slipped on down., The Groundhog mine discontinued
operations July 13. Our shutdown caused the laying off of 115 men. The shut-
down of the Groundhog mine caused the laying off of an additional 205 men.
Other zine mines have laid off part of their crews, and stopped development,
but are not as yet ready to cease operations, hoping that something will be
done in the immediate future that will save their mines. .

The annual report of the New Mexico State inspector of mines for the fiscal
year ending June 30, 1952, shows there were produced 13,205 tons of recoverable
lead, valued at $4,707,499, and 50,629 tons of recoverable zine, valued at $13,270,-
914. This 1s aproximately 64,000 tons of metal, valued at approximately $18
million. Of this $18 million approximately 47 percent went for labor, which
was largely spent in the area with merchants supplying food, clothing, and
household furniture. In addition, the employees bought automobiles, pald taxes,
and bought bonds. As and when the rest of the zinc mines are closed down,
this income for the State of New Mexico will be entirely lost. These em-
ployees will be forced to go to other localities to find employment. The mer-
chants will be aftocted. The taxes on the property will be disseminated and
in every way this will be a serious matter for the area. The following impor-
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tand lond zine wines of the contenl mining dstelet, which were operating dur-
fug 1052, nve totnlly closed down:

Keunvcott Copper Corp, Oswalido No, § and Oswaldoe No, 2

Amerlean Nmoltiug & Retining Co. - Qroundhog mine

Poru Mining Co.- - Pewable mine nnd Keavaey mine

Paru Mining Co.---Demiug MUl

Amorican Saelting & Roefining Co-- Doming Ml

There ave 8t two operations continuing in production : UnHed States Smoelt-
tng, Retindag & Mining Co, aud New derroy Zine Coo Hanover alue.  However,
they have curtafled developiwent. and are not eortaln of continuing for any
Tongth of thme.  Theve were ninny Jmail mlnes ju addition to these which were
oporating o the prat and have vow closod more or less permanenily.

The closed mines ave now at honvy oxpense fo maintatn condittons of equip-
ment nd keep the water pumpaed out.  Ax thine goes on the cost of malotonanee
will elther bo oxcessive op lneking proper maintennuee; the property will gead-
wnlly deteriorate so that something should be done to et {hese mines into opera-
tion an promptly as possible. The loss (o this country of thin productlon s a
gorioun sothack for metal production i general and unless a sound market. for
onr domestie produetion is nelifeved in the near future many of these mines will
be permanently oul of operation,

In normal timey, over the past years, two-thivds of the zine conxuamed in the
United States wax produced by our domestie mines and one-thivd came from
foroign sources.  Over the past fow yenrs this has changed so that two-thirds
has heen coming from forelgn souvees and one-thivd from our own domoenstic
mines, 1t ix not our wish to prohibit the fmportatton of zine and lead but (o
control the inmports and proteet our domestie mining induxstry. It s our bollef
that this importation s perfectly proper, and when there wasn i shortage of
metals the Kmergetey Lead-Zine Committee recommended (o Congress to pornit
load and zine to come in duty free. However, the very low tavift' on zine at
the prexent time does not in any way proteet the domestie zlne industry, ang
now wmore than two-thivds of the 2ine consumed In this countrey comes from
forefgn sourees, I ‘his continues, no doubt the domestie zine miles will he
pernnnently shat down and the Nation placed in a erltieal position In the event
of sudden need for leed and zine,

1t iz my recommendation that the domestie industrey urgently needs leglslation
to establish a perilapoint price of 11419 cents per pound for zine and 17 conts
per pound for lead. Sueh a progeam, implemented by an adequate exelse tax,
will give only reasonable protection to the domestie industry and at the snmme
time permit fmports free of (ax or duty so long as the foreign producer does
not flood our markes with his produets and depress the market helow the perils
point price.

The Crateman. Any questions?

Nenator Kerr, 1 would like to ask a question. Senator Anderson,
iz it a fact that. most of the impovts are being brought in by Ameriean
companies operating mines owned ahroad ¢

Senator AxpersoN. Well, we had in the Interior Committee, ns the
Senator from Nevada will remember, a very nong and very hot sesssion
on that subject at one time when probably T would be regarded as a
prejudiced witness, 1 took the position then that a great deal of our
trouble was from American-owned mines abroad, particularly owned
by 1 or 2 particular groups, but. I thought they had possibly and im-
properly used some Ameviean credit—I don’t mean improperly in
the sense of obtaining money, but they obtained physieal supplies from
this Government and had opened up these particular mines—and I
felt it was too bad that our own capital was being used to break our
own miners. I didn’t blame the people who took advantage of the
law or the opportunity. I just thought it was too bad.

Senator Kerr. That's true of the importers of lead and zinc?

Senator ANDERSON. Yes, sir; it is absolutely true of the importers
of lead and zinc.

Senator Kerr. That’s true of the importers of copper ¢
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Senntor ANpersoN, TCissalthough T want tosny to the Senntor from
Okluhoma that. owr copper mines in New Mexico were doing reagon-
ably well heenuse they had some byproducts we pany heed to-—nll that
comes (o my mind is the term “the pig who is squealing,” but. they are
cortainly not that.  They arve miners who are in trouble,

Senntor Kenn, The Senator referved to the situstion that seems to
bo developing with reference to copper.

Nentor ANperson. 1 certainly s, and T subseribe to what the Sen-
ator from Montana snid with veference 1o the copper situntion,

Sonator Keree And to the degree that that situntion is beginning
to appronch the one now existing with reference to lead and zine, it
alzo i heing brought. about by the importation of copper mined mainly
by American copper companies in foreign areas.

Senafor ANperson. s,

Senntor Kere., Is not the snme thing true with reference to the im-
portation of oil ¢

Soenntor ANpersoN. Yes, of course. T don’t talk about otl when tho
Senator from Oklnhoma is present beeanse he knows the world situa-
tion so much bettor than 15 but the oil operators, particularly inde-
!mmlvn!. oil operntors, in my home State, are now greatly distressed

wenuse of the importation of oil from areas where the d‘:\,velopm(mt
of that oil is being done by Ameriean capital. We don’t question the
right. of Ameriean eapital to go anywhere in the world and develop
industries, but. we think it is too bad that the fortunes that have been
made out. of the oil resources of the United States now find their way
into developments in other avens that bring that oil back into this
country to compete with oil properties when we are having difliculties.

Senutor Kenr. [s it accurate to say that, with reference to all three
situntions where Ameorican companies go into foreign areas and de-
velop reserves there and either mine or produce them and bring them
here, these things happen?

No, 1, labor l!(‘n' producing those products which are consumed by
Amerieansis foreign labor.

Senator AnpersoN, That’s right,

Senator Kerr., No, 2, the development of the economy of the area
inwhich the product is obtained is a foreign area,

Sonator AnpersoN. That’s vight.

Senator Kern. No. 3, the company which praduces it there pays its
taxes to the foreign governments,

Senator AnpersoN. You have an advantage over me there, because
I have been through a lot of material that has been sent me to indicate
that sometimes there is a tax situation that results in a tax benefit to
the United States as well as the taxpayment to a foreign government,

Senator Kern. Isn’t it a fact, for instance, that the great importing
American-owned oil company that made hundreds of millions of
dollars out of oil in the Near East got a tax credit with the Internal
Revenue Department here for the taxes it paid over there, and the
net result was that it paid no taxes on the profit it made on that foreign
oil in this country?

Senator ANpERsON. Yes; and I think that is wrong, and T hope that
someday the Finance Committee is going to be able to correct it.

Senator Krgrr. Tsn’t it likewise true that an American lead and zine
company producing lead and zine in Mexico or Canada, or wherever
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they produce it, to the extent that they pay taxes on the profits they
make on that produce to a foreign country, get a credit from the
Internal Revenue Department here, with the result that they do not
pay that tax to our Government.?

Senator Anprrson, That is my understanding. T do want to say
that my main quarrel with the lead and zine situation, however, was
that we had a defense minerals policy that permitted people in this
country to obsoerve our situation, to hold back at times some of our
mines, and to expand production in countries other than the United
States, and then once the emergency was over those same peoplo
seomed to bo in diveetion of our olicy again and mado it im‘mssi lo
for us to get any kind of tariff ro{iuf beeause they were so vitally con-
corned with the organization that had been built up abroad. ‘1 had
my attention, T want to say to the Senator from Oklahoma, more
acutely called to that than 1 did the tax situation that they were in,
Wo were so mad to think that our own money had been used in the
shape of a loan to open up a property that then kopt. our own taxpayers
from being able to contribute taxes. 1t closed down properties all
over our country,

Senator Kekr. T think the observations of the Senator are very
pertinent, and 1 think he has made them from the standpoint of ability
and knowledge of the subject.  'The only thing I was doing was pur-
suing some other aspects of what 1 believe is the same situation,

Senator AnnersoN. I think that is absolutely true. T only was try-
ing to say to the Senator that 1 have not studied the tax situation of
these companies or had it drawn to my aftention as clearly as I have
the oil situation, where T knew that a large shave of the oil profits
wore being paid another country as a royalty up to a half, and that
thereby it completely threw off the tax structure of what they had to
pay to the United States.

Senator Kerr. But the same law of giving credit to an Ameriean
company for the taxes it pays to a foreign government on the profit
it makes by its operations there, in computing what it owes to our
own tax-collection agency is as identical as the one under which the
American companies producing foreign oil veceive their credit,

Senator ANpersoN. T had not vealized that. The Senator only
strengthens me in my support of the bill. T am more anxions than
ever to support Senator Watkins in his endeavor.

Senator Kerr. It seems to me that, as we study this problem, we
should do so from all of the aspects of it,

Senator ANpErsoN. I would agree with the Senator.

Senator IXerr. And if we have, as it seems perfectly apparent to
the Senator from Oklahoma, either encouraged the situation or per-
mitted the situation to develop whereby the American consuming
marlket is being used by the producers of products who are American
in identity but who in their present operations have developed n sit-
uation whereby all of the labor that gets the benefit of this produnetion
is foreign labor, the local economies developed by this activity are
foreign localities, the profits made on this operation are being taxed
by foreign governments, our own domestic producers are thereby im-
mobilized, disabled, our own local communities are thereby being made
into ghost towns, and so we have them in Oklahoma, and I’m sure you
do in New Mexico in the lead and zinc area——

Senator ANpersoN. We certainly do.

oy
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Senator Kerr. And American industry operating here is being
penalized, and our Government is collecting no taxes on it, our State
and local governments are collecting no taxes on it, yet the American
consumers are supporting the entirve operation which has thus devel-
o{w(l into a situation where all of the cost is being borne by Americans,
all the penaltics are being suffered by State, local, and Federal Gov-
cernments herey and all of the profit 1s being captured and taxed and
beneficially used by foreign localities and foreign governments and
foreign tax collectors.

Senator AnpenrsoN, I think that is a terrific situation, and I am
rlnd the Senator from Oklnhoma has pointed it out. I have trans-

ated it this morning in terms of little communities and little mines
that I know in the southwestern part of New Mexico,

Senator Keer, Is labor there unemployed?

Senator ANnERsoN. Yes,

Scenator Kerr. Isthe local community thus damaged ¢

Senator ANpERsON. Yes, :

Senator Kere, Is the local tax-collecting ngency thus deprived of
revenue?

Senator ANpErsoN. Tt certainly is.

Senator KKerr. But the American consumers, who are the ones that
are furnishing the market for the product in competition with that
which would te produced in your arveas, is being dostroyed as a local
industry?

Senator ANpersoN. Yes; and 1 say to the Senaior that we have had
these ups and downs in the mining industry, but you would think
finally that lead and zinc would get established and things can go
ahead. The town of Deming, N. Mex., had a very diilicult burden
for many years., It had been the site of an Army camp in World War
1. ‘Then it suffered several years of decline after the camp was closed.

Then it was the site of a very fine airbase during World War 1L
Then the community made every cffort in the world to keep industries
in that airbase. It had a fine hangar. It tried to rent the space out
to manufacturing concerns. It tried to start a little venture or two
down there, and the community, you could just see it trying to hang
on by its fingertips to the little trace of prosperity it had for a few
years during the war. It had a little irrigation development, some
colton came in, and it helped some but the community was in peril
at all times. Yet the Peru Mining Co. had a mill there and the Ameri-
can Smelting Refining Co. had a mill there, and as long as those two
mills stayed n operation it looked like the community was going to be
all right. Then I tried very hard to take the manganese stockpile,
which is located at Deming, a very substantial stockpile, and let that
be milled by one of these mills so that employment could be provided
for these maybe 100 families that had wrestled with this problem
for a long time.

Breaks also started to come in the lead and zinc industry, and I
would get letters from people saying, “Io you remember, Senator,
you came out to my house and I talked to you about this danger and
told you that I had a job in the mill and hoped I wouldn't lose it be-
cause of the price of fead and zinc?”—and you would get dozens of
those letters. Now the price has dropped, and the Peru mill at Dem-
ing and American Smelting mill at Deming has closed, the Pern Min-
ing Co. has also closed, and the Kearney mine. It was the very first
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thing it did when the break enme in the price. Now we have two prop-
erties going ina very smnll way down lero. United Stutes Smelting
& Retining has a small property, and New Jersey Zine has its mine si
going. 1 have driven around enmpuigning, T muasi say, (o every one
of these properties at varvious Gimes, waited until the men came off
shifts, and also visited with them, and these aren’t just. ghost. towns
tome, These ave towns still filled with people who want to work nnd
who are anxious to be employed, and who are not. demanding extrava-
yant wage seales, who are not eausing labor difliculties, but who are
Just anxious to have an opportunity to stay at. that mine and be em-
ployed.

Nenator Kegw. 'T'o produca a produet in Amervien for an Amervican
market, the development of Ameriean communitios, and pay taxes in
Awoeriea?

Senator Axperson. Yes: and on a commodity that the Ameriean
market needs in excess of what is now being |n~mlm'ml in Anmoerien,

Senator Kenr, And which this countey, il it got into a war, would
be eritieally short of ¢

Senator Axperson. Yes: we have spent a great deal of time, nlong
with the Senator from Nevada, o committee has, in looking at Cheso
strategic materials and finding out. where they are and wkm'u thoy
would be available,  One of the waterials that you alwnys newd---
or three of the materials that your always need nve copper, lead, and
zine, and T think it is too bad that we miss our opportunity to keep
these mines poing when I think only a very slight {aritf adjustment,
would deit.

Nenator Werr. T want to thank the Senator for what he said, and
close with this observation: 1t seems to me the height of stupidity
for a government even to tolerate, and lot alone enconrage and per-
petuate, a situation which penalizes every phase of the Ameriean
cconomy  labor, loeal industry, loeal community, the (ax income of
States and loeal governments and the tax income of the Federal
Government - and transfer all of the profit to be made out of this
Ameriean consumed market to foreign labor, the tax income {o foreign
government, the economy building in foreign areas: and the only ones
that protit by the thing ave a very limited number of American pro-
ducers, and with veference to which they pay absolutely no tax to
the American Government or any American State or any Ameriean
community,

Senator Axpersox. T want {o say to the Senator that 1 couldn’t
agree with him more, but 1 also want fo say that. this is not. & now
subject with me. 1 was in the House of Representatives when World
War 11 started, and T was made a member of a committes of five
from the House. There were 3 from 1 party and 2 from another,
but a little group of Congressmen who were representing westorn
mining States, who were worried about this situation and who were
worried also about a price situation that seemed to make this impos-
sible for these mines to open, and 1 remember saying to Leon Hender-
son then that these mines in the West were almost like a quick-turning
valve, that you didn’t have to just twist away forever, that you just
give them a decent price and they just open right up and start pouring
out lead and zine. He finally was persuaded to give some slight
recognition to that fact, and these mines did do a job. They did a
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remarkably fine job. ‘They are smally some of them, yess but they
ware able to pmfluvu and they produced n great deal of needed ma-
terinl for this country, Now I then was interested in a policy that
would make it apparent that. we did not. intend to let these drop down
s0 low that we had to start them up fresh again,  Sometimes you
lost. mines entirely, ag, for exampley the Calumet. and Heehler Copper
property---1think it is near Michigan--—which has become watered and
youean tuse it any more,

I used to go to a mine at a phliee enlled Valedon, where a man had
nvery good property,

He was an excellent businessmang and 1 saw my first view of what a
businessman could do in the mansgement of o mine heeause others had
filed with that mine,  That man wrote me a strenm of letters while
I was in the House of Representatives saying, “Fyverything 1 put into
this mine is going to be gone.  They arve forgetting what 1 have done,
They are forgetting that 1 have tried to develop an area,”

Latery when I wasdown in hiscounty, F went out-to try (o find him at
Valedon,  Welly he wasn't there, his mine wasn't there, and Valedon
i’ there, s just all gone, and 1 think that is tragie, | think that.
the development. of these communities in Africa, at the loss of these
small Ameriean communities that did a war job and are prepared to
do it againg istoo bad. 1 have taken too mueh time, Mr, Chaivman,

Senator Mawrin, I am tervibly sorey T must leave the meeting, 1
had agreed to meet some men hefore I knew that this meeting was to
he held on this very subject, and so I would like to be excused, but |
would like the opportunity of asking the distingitished Senator just
2 or 3 questions.  Ifrom your experience it is the small mine that is
betng damaged much more than the large mine,

Senator ANpERsoN, Yes; some of them are marginal mines and, of
conrse, they fell the quicker.  If you hnve a marginal operation you
muturally look at the easiest place to get rid of it, but. these are not
necessarily small companies or operations,

Kennecott Copper has a property in our State that it. hag had to .
close down—-not. their large copper mining property, yet. 1 think it
would be the greatest tragedy that our State could have if the great
mine of Kennecott were to be closed down.

Senator Mawrin, Mr. Chairman, the distinguished Senator from
New Mexico and the distinguished Senator from Oklahoma had a
discussion relative to the importation of oil.  Isn’t it the small oil
producers that are being damaged by importation from other countries,

Nenator Anperson. 1 would again assume so, Senator, because
Standard Oil has not wirtten me snying they think importation of oil
is bad, mt. o great. many simall independents have been telling me what
their problems are, and I ean read what the allowable in Texas is.
There are o great many oil properties in ‘T'exas that are somewhat mar-
ginal, if you cut them down below a certain level, and they have been
cut to that level, and we have had to hold our oil production down in
many, many areas, I realize in one area of my State oil is being pro-
duced at o depth of more than 10,000 feet—they get a 50-barrel-a-day
ulflqwal)lu; there isn't a chance they are going to make any money out
of 1t,

Nenator Kerr. What about the tens of thousands of wells in the
State of Pennsylvania that are producing less than half a barrel a day?

00139 —57-—-—+4
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Senator Anperson, The small stripper well is in deep trouble, of
course ; they are bound to be.

Senator Marvin. Me. Chairman, T would like to make this comment
and then hear any comment that the Senator from New Mexico might
have.,  In any producing area you get down in n fow years at lenst to
what we ceall stripper wells.  In the Commonwenlth of Pennsylvanin
we still have about 80,000 oil and gas wells,  As Senator Kerr stated,
they produce less than a half barrel per day.  Many of those wells,
thousands of them, are produced by farmers.  They have bonght the
wells at junk prices and they can conduet their farms and also produce
these wells, and it isnot only very profitable for them but it is a soureo
of very valuable oil,

Senator ANpErRsON. Yes, it is; and it is a conservation practice,

Senator Mawrrin, Those ave the men that are being terribly dam-
aged by these heavy importations?

Senator ANpersoN. Yes; and they ave men that need protection and
need help.  You will find that these small wells that are being oper-
ated by these individualg, the individuals somehow don't get in and
join the associations that would proteet them, and they need the
i\elp of the Congress in that protection. 1 went into linois some
years ago and found a great many farmers where oil production
had dropped. It had been very flush for a short time and then it
dropped very substantially, and 1 couldn’t find anything like the
organization that you can find in the aveas of Now Mexico, northwest-
ern and southeastern portions, where the oil operators are closely in-
tegrated and work together. But it is that type that needs protection
from this importation of oil, and I think it is an important problem
that we must deal with,

Senator Marrmin. Mr. Chairman, the distinguished Senator from
New Mexico took a very prominent part in Government during World
War II. Isn’t the only safe plan that we can assume here in the
United States is to have critical oves. eritical metals, eritical produc-

.tion like oil within our own boundaries? Becauso in case of war
when we have to ship these eritical items by ships, and the submarines
that probably Russia is planning right now makes it pretty near
impossible to import those articles during times of war,

Senator ANversoN. I don’t think there is any question about it. I
think it is a matter that this Congress and this committee needs to
devote attention to. It, of course, is not just minerals. It covers a

reat many things. We didn’t realize how many things we Iacked in
the shape of oils of various kinds. I don’t refer just to the type of
oil that is used in ordinary propulsion, but T recall of when T went
into the Department of Agriculture I found we had enormous stocks
of strange oils that. I had never heard about, words that I had never
come across in reading, but they had particularized functions in the
handling of a special type of weapon, and now we have found that
some of those things can be located in this country. We were depend-
ent at one time upon India and elsewhere for rave earths. Now we
find some deposits of them in the United States.  Yet you try to inter-
est somebody in protecting the miner who has developed a mine that
has in it enormous quantities of rave earths and we are almost told
that the Government is not interested in doing so.

I could supply the Senator from Pennsylvania a list of several points
that have been developed recently that carry a mineral to be sure
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that ought to support the mine, but have n large quantity of rare
earths, and particularly I must say to the Senator, too, that are so
rare that the Atomic Iinergy Committee doesn’t allow me to even
mention the fact that they arve rare.

I haveto look at them and sny “What is that 7 And yet the operator
of these mines gets no help.  Now it is only tied into the general prob-
lem. I am not going to complain that these two small An-o werties that
I have recently hecome nequainted with are having difliculties. It i
the problem that the Senator from Utah and the Senator from Nevada
and the Senator from Oklanhoma addresg their attention to that em-
braces a host. of things,  1f you want to point. out how rare some of
these things are, vou reveal your own weaknesses, and you may not
want to sny that we have to be exnreful about this or that. But this
much we do know, there has never been a time when copper, lead, zine,
and oil have not. heen the backbone of whatever effort we have made
in o militnry way. 1 am very hopeful that this country takes the hest
possible viewpoint of this whole problem. When the friends of the
Senator from Pennsylvanin are working these very small oil wells that
are producing only asmall wmount of oil, they are, however, getting
down to the recovery of the last available drop of oil that is in that
welly and if that isn’t conservation, then I don’t know what conserva-
tion is,

Senutor Mawrin, Mr. Chairman, I am not going to prolong this
longer, but. 1 would like to make this comment: I am very greatly in
sympathy with any community that is trying to evade having what we
entl a ghost town,  We don’t think of that probably asg it relates to
Pennsylvania, but I presume Pennsylvania has more ghost towns than
any other State of the Union.  We started in with lumber. That
produced ghost towns,  Then we had oil and gas and coal and slate—
and T am also terribly in sympathy with the man that loses his job
heennse it is necessary to quit some industry because of, particularly,
importation from other countries.

} am not going to ask the Senator this question because it is probably
unfuir, but 1 would like the distinguished Senator from New Mexico
to give consideration to the importations as they relate to smaller
manufacturers.  We have so many of those in Pennsylvania. Take,
for example, the manufacturing of watches. It is a very important
business as fur as national defense is concerned, because those workers
are our precision workers for precision instruments during time of
war.  Now, we have so many of those kinds of things, and T would like
for all Members of Congress to give consideration that we must pro-
tect these small industries throughout the country, because that avoids
u lot of ghost towns that you mentioned, and I am fully in sympathy
with you, and T apologize, Mr, Chairman, for taking so much time, but
it is, I think, a subject that Congress must give most serious considera-
tion to almost immediately,

Senator Maroxe. Mr, Chairman,

The Ciamsan, Senator Malone?

Senator Marone. T would like to ask the distinguished Senator a
question or two for the record. e is a very distinguished member of
the Interior and Insular A ffairs Committee, I think No. 2 on the Demo-
cratic side of that committee, and he has been very active in all of its
work. Now, as a matter of fact, in order to keep in any business in this
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country practically. whether it is lead or zine or copper or mining or
textiles or whateverat is do they not need a price,n set. price or a duty,
that would make the ditference in the tnbor cost, in the cost of doing
business, which ineludes the taxes in this country and in the ehief com-
peting nation on that particular produet, whatover it is{

Senator ANverson, Yes: I think they need an adjustment, T don’t
see that they need to cover it ally but they eertainly ean’t be left. ont
without protection at all, and 1 think they do need an adjustment,

Soenator Mavone. At least that is the principle?

Senator A NopersoN, Yes, indeed,

Senator Maronk, Now the next question.  If you have a wage of
K17 a day in this country and have a wage of $2 or H0 cents o duy in
some other chief compeoting country, then unless you ean make up
the difference in the effective wages here and the effeetive wages in
that country, meaning by “effective® to take into nccount the efliciency,
and the ditference in the taxes and the cost of doing business, you are
not. in business in this country any more: arve you ?

Senator ANpersoN. You are not: and the Senator and T know many
fivms that have had to travel that route,

Senator Marone, Isn't it just that simplef

Nenator ANpErsoN, Yes; it is,

Senator Marone. Now then, it only devolves into a question of how
to do it and who is to do it, whether it shall bo done on a prineiple
or whether it shall be done by a sharpshooting method, someone just
saving vou can do this in this ease but not in this other ense,  Ton’t
you have to determine how it is to be done?  Congress must do that.

Nenator ANDERSON. Yes,

Senator Marone. Now then, T myself do not consider the subsidy
to any business, whether it might be textiles or minerals or machine
tools or whatever, if that fixed price or duty only equals that difference
in wages and difference in taxes, 1f it is no more than that it isn’t
asnbsidy,  Itisa matter of meeting our own standard of living wagoes;
isn't it ¢

Senator AxprkrsoN, I think it is.

Senator Mavoxe. Then on every hand you hear press reports and
everything that you are asking for a subsidy on zine and lead. 1f
vou had a duty or a tariff or a fixed prico on zine and lead that mado
the difference i the wages in this Nation, in the cost of doimg business,
including the taxes, which is very adequately explained that they
don’t pay on the imports, that you would be in business; wouldn't
)'0“?

Senator ANprErsoN, I think you would be.

Senator Maroxe. Then if you were not in business with only that
tariff or fixed price that made up the difference in the taxes and the
labor and general cost of doing business in this Nation and the chief
competing nation on each of these products, lead and zine, then it
would be a subsidy in my opinion, and I will ask the Senator if he does
not agree wich me, and then it would be a matter of special action by
Congress if they wanted to pay a subsidy. That would be right;
wouldn’t it?

Senator ANDERsoN. Yes; I do want to say to the Senator that when
h¢ mentioned the word “subsidy,” I think you have to pay——

Senator MavLoNE. T am only mentioning what is said in the newsa
paper.
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Senntor AnpersoN. Yes; but 1 think you also have to pay some-
thing for any kind of protection that you have in this worldl and part
of what woe are paying, whether it may be regarded as subsidy, could
nlso he rvgnrdm’ think, ns a little protection so that you have what
you want. when the proper time comes,

Senator Marone, 1 fully agreo with the Senator, hut. I only wanted
to mako it ¢lenr that if we had a principle established by Congress
that the duty or tarilf or the fixed prices on lead and zine would at,
adl times eqund that difference in the wages and difference in taxes and
cost. of doing business here and in the chief competing country, then
wa would be satisfied to start with that; wouldn™t we?

Senator Anperson. Yes, indeed,

Senator Mavone, Then if it eame about, developed that this did
not. keep us in business in this country, and yon m-w'vd it. for national
defense, then it would he o specinl subject for the consideration of
Congrress; wonldn’ it 4

Senntor Anperson. That’s where the subsidy might start,

Senator Mavone, There the subsidy might start. above the differ-
ence in wages and the taxes involved and the cost of doing business
here and in the chief competing nation.  Now, theng the reason I am
for the Seeretary of the Interior's billy which T presume is what the
distinguished Senator from Utah has introduced, and T told him
that. if ho will remember in an examination of the Secretary when
he first. presented what he ealled his long-range plan on minerals,
which developed to be only on zine and lead, that T was for his plan,
although I do not believe it. will work, because it puts on a certain
amount. of duty when the price goes below a cerfain amount, and it
taken it off when it gets up to o certain amount, and everybody is
confused.  And another thing then: That amount would have to be
changed if the chief competing nation manipulated its currency in
terms of the dollar, and manipulated other costs, which they are per-
fectly uble to do, as was pointed out in Senate Report 1627 that was
turned out after about 3 years’ work in our own committee,

The reason I told him I was for it is because he was the first man
that. had ever roken throngh the sound barrier at the White House
in 24 years, and got. them to acknowledge that you either had to have
 fixed price or a duty to make up that difference we have already
described.

If that is the case, then, and the White House, after 24 years, has
acknowledged that, then it only devolves into where it can be most
efficiently fixed; doesn’t it?

Senator ANDERSON. Yes,

Senator MaroNg. And how?

Senator ANDERSON. Yes.

Senator Marone. Now the Senator is entirely cognizant I know of
all the different manipulations of our own in the duty and tariff field
and fixed-price field, because I know he has sat there with us when
we passed two mineral bills in the Senate. I'm sure you were there
then. They failed in the House, but they would have taken care of,
generally, this problem we are on now. Up until 1934 we had a prin-
ciple, awkwarc liy administered at times no doubt, but an effective
working principle nevertheless. The 1930 act directs the Tariff Com-
mission to determine the difference in cost of doing business here and
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in the chief competing country and recommending that as a tarifl;
doesn’t. it ?

Senator AnpersoN, Yes; but the Senator recognizes, as 1 do, that
we have never been able to get that working somehow.

Senator Marone. We couldn’t get the thing working because in
1934 there was another bill passed that transferred the constitutional
responsibility of Congress to the President to regulate foreign trade
in the national economy with full authority to transfer that respon-
sibility to any nation or any area he wanted to under the auspices of

any organization they might spearhead.

In 1947 they transferred that authority to Geneva under the
auspices of General Agreements on Tarifts and Trade, and at the
yesent moment there are 34 foreign competitive nations there regu-
ating our foreign trade and national economy. So we are here, this
spectacle of the United States Senate begging that this country’s in-
dustries might be allowed to live when Congress has voted away the
one thing that would let them live; isn’t that about right.?

Senator AnpersoN. I think I would have to say that, if we had
retained the authority, it might be easier to approach it now.

Senator Marone. In other words, they would be testifying before
you, not you before a committee ?

Scnator AnpersoN. That is why I want to say that I have been
anxious to try this sliding scale. 'We have tried everything under the
sun to get this to work, and it has not worked out. This seems to
offer real possibilities.

Senator Maronr. The 1930 act established a sliding scale. Then
wo abandoned it in 1934; now we have an OTC here before the com-
mittee that would approve what they are doing in Geneva. I under-
stand they have refused to hold hearings on it in the Ways and
Means Committee in the House. I hope this committee is that sinart,
though I don’t know for sure that it will be.

Now in June 1.5 the 1934 Trade Agreements Act was extended
until June 1958; t. :t’s right, isn’t it ?

Senator AnpErsox. I don’t know.

Senator Marone. I will tell you that it is right.

Senator AxpersoN. T will take the Senator’s testimony.

Senator MaronNe. So unless Congress further extends the 1934
Trade Agreements Act, it is right back where the Congress put it in
the first place; isn’t it ?

Senator ANDERSON. Yes; it is.

Senator MaroNe. Isn’t that where you would like to have it?

Senator Anperson. That would be a pretty good place to have it.

Senator Marone. Thank you.

I submit for the record a statement by Senator Frank Church in
support of S. 2376.

(The document follows:)

STATEMEN? OF SENATOR CHURCOH, DEMOCRAT, OF IDAHO

Mr, Chairman, I appeur before the committee today on behalf of a very sick
industry. The lead-zinc mining and smeltering industry, centered in the nortnern
part of my State, In the eyes of some, would be considered a comparatively
insignificant employment bloc. The direct employment of the industry is now
not much over 3,000, and at its maximum it is not much over 5,000,

Mr. Chairman, these figures tell an incomplete story. The mining and smelter-
ing processes of lead and zinc are the economic heart of northern Idaho.
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I am sad in the knowledge that the pall of depression hangs over the Coeur
d’Alene mining district. Thus far, the depression is more in the spirit and atti-
tude of business in the area than it -is in the statistics of business failures,
unemployment, and outmigration of skilled workers, although there is plenty
of evidence of these latter things,

The effects of a prolonged depression in the price of lead and zinc are mani-
fold. The strength of the lead and zinc irdustry depends upon continued expen-
sive exploration at very great depths in the earth, and, insofar as a mining com-
pany depletes its established reserves without developing new reserves, it moves
inexorably toward its own demise, even though, for the time being, its profits

continue.
In the supporting businesses the sickness of the mining industry is felt; the

merchant lays aside his plans to expand; the lawyer and the doctor, and other
gervice vocations, suffer drop in income; new building ceases; repossessions go
up; credit becomes unavailable; and the temper of the community becomes tense.
These things are happening now in the mining districts of northern Idaho.

Mr. Chairman, the representatives of the lead-zine industry, who will testify
today, will give you all of the facts and figures, and I am convinced they will
do so responsibly. My purpose in being here is to emphasize to you as strongly
as I can that our national welfare dictates that we have a healthy mining indus-
try, and that something will have to be done quickly to alleviate the distressed
conditions which exist today.

S. 2376, before this comnmittee, may require changes. It is my hope, however,
that the urgency which I have outlined will be borne in mind in the committee
considerations, and that the committee will be able to report on the measure
promptly.

The CitairmaN. The Chair recognizes the very distinguished Sen-
ator from Nevada, Senator Bible.

Senator BisrLe. I would be very happy to defer to Senator Watkins,
Mr. Chairman.

Senator Watkins. I would appreciate that very much, because I
only have three other committees to attend this morning.

The CrarMaN. Senator Watkins, we are very happy to have you.

Won’t you have a seat and proceed ?

STATEMENT OF HON. ARTHUR V. WATKINS, UNITED STATES
SENATOR FROM UTAH

Senator Warkins. Since I have some very fine cosponsors, I would
like to read their names at this moment: Senator Bennett, of this com-
mittee; Senator Malone, of this committee; Mr. Allott; Mr. Bible;
Mr. Carlson, of the committee; Mr. Church; Mr. Goldwater; Mr.
Knowland ; Mr. Kuchel ; Mr. Magnuson ; Mr. Monroney ; Mr. Murray ;
and Mr. McClellan.

‘Mr. Chairman, I greatly appreciate the opportunity of appearing
before the committee, and I express appreciation to the committee for
the effort it is putting forth to expedite consideration of legislation
designed to aid this vital domestic industry. I recognize this is an
almost unprecedented Senate hearing on S. 2376, a revenue-raising
measure. It is indicative of the serious plight which the supporters
of this bill, the industry, and the administration believe confronts the
lead and zinc industry.

This bill, which I introduced in behalf of 2 members of the com-
mittee, Senators Bennett and Malone, and 11 other Senators, including
myself, represents a bipartisan concern and endeavor to bring much-
needed relief to this industry.

The causes of the economic plight of the lead and zinc industry are
not of recent origin, but chronic in nature, extending back over many
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vears. They are coneisely put in the following statement, taken from
a recent publication of the Emergency Lead-Zine Committeo:

The prices of zine and lead today are 10 and 14 cents per pound, respectively.
The domestie industry cannot survive on these prices,

These distressed prices result directly from foreign overproduction of metals
and concentrates and dumping of these products in this country. Domestic-mine
production of lead and zine has actually declined over the last 10 years. Forelgn
mine production of zine has more than doubled during the same period, while
that of leand has inereased about 75 percent. Domestic smelting production of
stab zine and lead has increased over a 10-year period only enough to mect the
fncrease In domestic consumption, Forelgn production has increased some 118
pereent in the case of zine and 77 percent in the case of lead.

The domestic producers expanded production to meet increased needs of our
Government during national emergencies, but when the emergencles passed ex-
ercised reasonable restraints to bring production into line with the reduced
demands.

Not =0 the forelgn producers. They increased their production by leaps and
bounds. When our Government needed lead and zine most, they sold in foreign
marketa where prices werve higher. When demand fell off and foreign prices
dropped, they turned to our markets and literally flooded them with their
surplus, * * *

The domestic producer has been seriously injured 3 times in the last 10 years
by the flood of imports—once in 1949, once in 1952-54, and again today (The
Lead and Zine Mining Industry of the United States and Why It Should Be Pro-
teeted Agninst Fxeessive Imports, p. 104).,

It is interesting to note in this connection that during the period
1935-39 when the tarifl’ vate on zine blocks, pigs, and slabs was 134
cents per pound, zine imports averaged slightly over 33,000 tons per
vear. During 1956, when the tariff rate on these items stood at only
three-fourths of 1 cent per pound, zinc imports set. a new record of
over 730,000 tons.

During the years prior to World War 1I, lead imports averaged
some 48.000 tons per year with a tariff of 214 cents per pound in effect
on lead bullion, pigs, ete.  With the tariff reduced 50 percent in 1951
to 144 cents per pound, lead imports set a new record in 1956 of over
600,000 tons.

In May 1954, after extensive investigation and hearings, the United
States Tariff Commission confirmed this seeming cause-and-effect re-
Iationship. Ttreported tothe President:

1. That, as a result in part of the customs treatment reflecting con-
cessions granted thereon in the general agreemert on tariffs and trade
the articles described in paragraphs 391 and 392 of the Tariff Act of
1930—except Babbitt metal, solder, lead in sheets, pipe, shot, glaziers’
lead, and lead wire—are being imported into the United States in
such increased quantities, both actual and relative to domestic pro-
duction, as to cause serious injury to the domestic industry producing
like or directly competitive products; _

2. That, as a result in part of the customs treatment reflecting the
concessions granted thereon in the General Agreement on Tariffs and
Trade, the articles deseribed in paragraphs 393 and 394—except zinc
dust and zine in sheets—are being imported into the United States in
such increased quantities, both actual and relative to domestic pro-
duction, as to cause serious injury to the domestic industry producing
like and directly competitive products. ) ’

As a result, the Tariff Commission recommended to the President
that he impose the maximum permissible increases in the duties on
lead and zinc under the Tariff Act of 1930, as amended.
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As we know, that recommendation was not given concrete expres-
sion; instead it was directed that procurement be accelerated under
the strafegic stockpile and the barter program authorized by section
104 of the Agricuitural Trade Development and Assistance Act of
1954,

While these alternative programs have proved to be helpful as stop-
gap measures, they have not been able to provide the basic assistance
which the lead and zinc industry’s economic growth, development, and
survival require. . )

That such might be the case was recognized by the President in his
letter of Augnst 20, 1954, to the chairman of this committee announc-
ing his decision with respect to the recommendations of the 'Fariff
Commission,

In part, the President stated that—
if tl‘l:e course of action above outlined has not accomplished the objectives we
SCCK—
then he would—
be prepared to consider even more far-reaching measures and to make recommen-
dations to the Congress,

On June 4 of this year, specific recommendations for the more di-
rect relief of the lead and zinc industry, in the form of excise taxes on
imports, were made by the Secretary of the Interior.

They were included as part of the administration’s “long-range
minerals program” in view of the recent sharp decline of prices of
these commodities and the further threat to the lead and zinc mining
industries posed by the high level of imports of these commodities.
(Long-Range Minerals Program, June 4, 1957, p. 19.)

There is no question that the lead-zinc industry is sick and facing
ruin. The question that we face today is whether or not the proposed
excise taxes on lead and zinc embodied in S. 2376 will do the job which
restoration of the industry’s health requires. Answering this ques-
tion will be a major task for this committee.

I call attention to the fact that the administration has recognized
the peril point of 17 cents on lead and 1414 cents on zine, and I would
like also to call the committee’s attention at this point to statements by
2 of our mining companies in Utah which are heavy producers of lead
and zine. One of them, the New Park Mining Co., which is within
z(llbogt 5 miles of where I was born—1I know the territory very well in-

eed. .

My father used to be a miner. He worked in the mines for many
yearsin that area. Thisis what they say ; just one conclusion:

Following the incorporation as New Park in 1932, it took 8 years to finance and
develop the Mayflower mine as an active producing property, and 1940 was
the first year of operation at a profit. Since that time the company has operated
continuously at a profit, through 1955, paying over $2 million in dividends
to our stockholders. This past year of 1956 we lost $113,840.

That indicates what is happening under the reduced prices we have
now of 10 on zinc and 14 on lead. The other is a statement made b
Mr. Droubay, general manager of the United Park City mines, whic
is located in the Park City mining district of Utah. He makes this
conclusion :

'l‘herefdre, with average grade of production and erediting payment for gold
and silver to operating costs, it would roughly take a 1-cent increase in lead
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price and a 2-cent increase in zine price to afford a break-even operation and
show a very slight profit. This would have meant a 17-cent lead price and a
1514-cent zinc price.

These prices are needed in order to show a slight profit, but, since
actual prices are below these, they show that they have had a deficit.

Because of shortness of time, I shall not review the provisions of
the bill itself. Other competent witnesses, representing both the lead
and zinc industrir—-such as Mike Romney, of the Utah Mining Asso-
citation, who is here today and who willyi)e one of the witnesses, and
who is, incidentally, one of our best informed men in the West on
mining problems. He has been in this activity for many, many years,
not particularly as an operator himself but has been a mining engi-
neer and a student of these problems and is now the executive secre-
tary of the Utah Mining Association. He can assist this committee,
I think, substantially in working out some of these problems. As a
representative of the State which has suffered serious economic set-
backs during the 10-year lead-zinc crises, I have confidence that this
committee and your counterparts in the House will report out a
remedial measure that will be acceptable and that will save a vital
domestic industry that is just about ready to “throw in the sponge.”

Mr. Chairman, as I mentioned at the beginning, I have several
other committee meetings this morning. I would at least like to
be there for a few moments on some very vital matters, I understand
that there is a possibility of the hearing going beyond this toda?7
and probably tomorrow, and if there is anyone who would like to ask
me any questions I would like to appear at that time if I could be
excused now.

The CramMAN. Thank you very much, Senator Watki-s.

The Senator from Nevada, Senator Bible.

STATEMENT OF HON. ALAN BIBLE, UNITED STATES SENATOR
FROM THE STATE OF NEVADA

Senator Bmsre. Mr, Chairman, I very much appreciate the oppor-
tunity of appearing before this committee. I would ask leave to file
a formal prepared statement. I note that you have a long list of
witnesses, and I don’t want to trespass upon their time.

The Cizairman. Without objection your prepared statement will be
inserted in the record when received from you.

(The statement follows:)

STATEMENT BY ALAN BIBLE, UNITED STATES SENATOR FROM NEVADA, ON SENATE
BiLL 2376

Mr. Chairman, members of the committee. It is indeed a pleasure for me
to appear before this committee today on a problem I feel most vital to our
Nation. As you know, I come from a mining State and I am interested in the
welfare of the mining industry as it affects my State. I am, however, interested
in the passage of Senate bill 2376 because I feel the entire future of the mining
industry is at stake. ‘

For some time now this country has been flooded with ore produced in for-
eign countries with low-paid labor. Our mines working under the conditions
they do today cannot compete with this cheap ore. The administration’s policies
in the past have been to help finance the production of this ore and give no
protection to our domestic producers. As a result our domestic mines are being
put out of business daily.
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The situation is serious. A mine is not to be compared with a retail store that
can be opened by merely putting an “open for business” sign on the front door.
Once a mine is closed it is generally closed for a long time. A closed mine is &
dead mine and one that cannot be revived overnight.

Let's not let the lead-zinc industry of our country suffer as has the tungsten
industry. Because Congress did not think it necessary or appropriate to provide
moneys for the continuation of the tungsten purchase program, the tungsten
industry as far as my State, Nevada, and as far as the entire Nation is con-
cerned, is dead and practically buried. All of the small tungsten mines of my
State have closed and the larger mines have curtailed their operations
to such an extent they may as well be closed. I am afraid that if this legisla-
tion before you is not passed this session the same thing will happen to the lead
and zine mines throughout the country.

The lead-zinc industry is one of the most essential metal-mining industries
we have. In times of peace the industry provides many products necessary in
our daily life. In times of war the need of these metals is vital to our well-
being and defense efforts.

In the event of a war one of the first things the enemy would attempt to do
would be to cut our supply lines and destroy our production facilities. One
of the enemy’s early aims would be to sabotage if possible, the sources of lead
and zine. I know and you know that any attempt at direct sabotage would be
met with resistance by all the forces available to our command. The success
and failure of our war effort would depend in a great part in keeping these
mines open,

The policy of the administration and the State Department in helping foreign
mines to produce and flood our country with cheap metals and ores in direct
competition with our domestic producers, has done a job of sabotage on our
mining industry that could never be accomplished by an enemy power. I think
it is high time that the Congress do more than to recognize the plight of the
mining industry. It is time that definite afirmative steps be taken to at least
stop further damage to an already sick and weakened segment of our economy.

The long-range mineral plan presented by the Department of Interior with the
approval and sanction of the administration is the basis of the bill you are con-
sidering today. To say that the long-range plan as presented is satisfactory
would be in error. I think it is almost unaniinously agreed by those who have
an interest in the future of mining that it is inadequate in many respects. The
plan was not a plan for the entire industry and in no way could it be called a
cure-all. It considered only the welfare of the lead-zinc industry and did not
take into consideration the protection of the producers of other strategic and
critical minerals and metals so necessary to our economy.

The plan did, and this is a point I want to emphasize, take the first step
in a long time in the right direction. It has long been agreed by industry and
Government experts that the only workable long-range plan must embody some
method to protect domestic industry from foreign producers., Whether the
method to be used be import quotas, tariffs or a form of import taxes, was im-
material as long as it provided the needed protection.

The plan as presented by the Department of the Interior, with the consent
of the administration, recommended that certain excise taxes be placed on
the importation of lead and zinc. At the hearings of the Senate Interior and
Insular Affairs Committee, at which the plan was presented on June 4 of this
year, Secretary Seaton was asked, and I quote from the hearings:

“Senator KucHEL. Coming back to the recommendation for an increase of
duties on lead and zinc imports, do I understand that that is purely an ad-
ministrative matter in which the State Department fully concurs?

“Secretary SEaToN. It will require some legislation, Senator, if I understand
it

“Senator KUCHEL. It will?

“Secretary SEATON. Yes. In answer to the second part of your question, yes,
the State Department concurs. We have complete administration support for
everything we have presented here today.”

At another point in the hearings Secretary Seaton said: and I quote again,
from the hearings: “This program which we have presented to you this morning
in outline has the complete backing of the cntire administration. We have
managed to succeed to gel, 2l interested departments of Government in con-
currence with what we are offering here today.”
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Senator Murray (chalrman): “I assume then that the State Department
was consulted and participated?

“Secretary SeATON. All of the Interested departments of Government, Mr.
Chairman, were consulted and participated in the deliberations.

“The CHAIRMAN. At what level was the State Department consulted?

“Secretary SEATON. At what level?

“The CHAIRMAN, The Secretary of State himself?

‘“Secretary SxaTOoN. Yes sir; and numerous assistants.

“The CHAIRMAN. And his assistants who were interested and had knowledge
of these questions?

“Secretary SEATON. Yes, sir.”

Gentlemen, I don't have to tell you that this is the first time in many lean
years that the State Department has conceded that our domestic mining in-
dustry, one of the most important segments of our economy, not only might
need but deserves a little consideration over foreign producers. This, I feel,
is a real step forward and one that might prove to he the turning point in curing
the ills that have weakened this vital industry for so long.

One thing should be pointed oul. While the consumption of lead and zine in
the United States has nearly doubled in the last decade, the production from
United States mines has dropped proportionately and the importation from
foreign sources has increased by tremendous tonnages.

Prior to World War II, zinc consumption averaged less than 500,000 tons.
Consumption in 1956 is estimated by the Bureau of Mines at 988,000 tons. More
than 40 percent of zinc consumed is used in galvanizing steel products and a
like amount is consumed in die castings which are so important to the auto-
mobile and other durable-goods industries,

Consumption of lead in the United States has grown in a like manner. From
an annual average of 612,000 tons in the late thirties the use of lead has increased
to 1,250,000 tons.

From 1946 to 1935, the world production of lead increased 45 percent while
domestic production increased only 10 percent. At the present time foreign
producers are shipping 28 percent more lead into this country than the total
production of the United States producers.

During the same period, the world production of zinc has increased 56 percent
while United States production has declined 15 percent. At the present time
imports of zinc are 43 percent in excess of the total United States production.
The production from domestic sources has not dropped because of the lack of
ore bodies or because of a lack of market. It has dropped because domestic
mines cannot compete with ores produced by low-paid foreign labor under
conditions we would not allow to exist in the United St »s,

A number of charts have been prepared which shc.v comparative figures of
United States production and foreign imports. I do not want to take the time
to read them now, but would like them to be considered part of this statement,

Gentlement, I know there are many members of industry and other persons
who desire to testify on this important matter. I consider this legislation among
the most important to be considered by Congress this session, and I strongly
urge that it be given priority consideration. Unless this measure is approved
this session I am afraid that it will be too late to do much good. A few months’
delay at this time will bring the industry to such a state that it will take
years to recover at the expense of millions of dollars. I urge you to act now.
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Imports versus United States mine production

LEAD—SHORT TONS

55

United Imports
States pro-
Year duction
{mine) Ores con- Metal Total Over | Under
centrates
Percent) Percent

76, 520 448, 276 28
67. 484 181,313
104, 661 511, 109
160, 899 385, 040
161, 261 276, 327
177,479 264, 149
1986. 515 202,038

ZINC—SHORT TONS

1050 .« oo ieraaainaas 623,375
195 e 681, 189
1962 . e 666, 001
1983 e 547, 430
1954 e 473, 471
5T RN 514, 671
B 587, 643

258, 573
302,777
449, 636
513,724
455,427
478,044
525, 798

185, 686 673, 740
244,977 770,775

........ 70
........ 57

b5, 341 |....._.. 85
36 fieeunnn.

29 feerennen

30 |.eenann.

43 |ooeeean

Note.—Percentages are hased on each separate year’s production and imports for the same year, not on
any 1year, ¢. g, 1950 shows Unite 1 States inine production of lead at 430,827 tons, total imports 521,796 tons;

these figures show that imports exceeded domestic production by 28 percent.

putel in the sare n anner, covering both lead and zinc.

Source: U. 8. Burcau of Mines.

Each succeeding year is com-

Zine imports of the United States based on reports of American Burcau of
Metal Statistics from the records of the Bureuw of Census (American Metal

Market), May 23, 1957

[Short tons}

1857 1957, Janu-
1956, Janu- ary-f)ocem-
ary-March ber (esti-
February March mated)
ZINC ORE—CONTENT
Canadn. . iieiicciieiccmieaiaccanaee 41, 861 10, 810 11, 329 124,472
MeOXICO ot iecceeceenaeaenan 46, 964 17,178 15, 302 194, 428
PerU . i icineecceanann 34,039 10, 770 12, 6v8 134,188
Other countries. - oo acceacenas 18,529 2,556 2,907 58, 108
0 7 Y PP 141, 391 41,314 42, 206 513, 196
ZINC—BLOCKS, PIGS, ETC.

(971811 Vo 1 SR 25,765 12,287 8,280 121, 196
B1% K15 4 (o PSR 4,069 2,218 390 24,816
Other countries. ... iueoeem o iiia i eiaiiaenen 18,231 9, 782 14,078 152,152
Total . e eercicriccacans 48, 065 24, 287 22, 761 298, 164
Grand total .. .. 189, 456 65, 601 65, 057 811, 360
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World production (short tong)

World Up (over United
10460-60) Sintes
LEAD

14650 (AVOTAROY . .uo oo ieeiecae e e aeamea- 1,820,000 [....... .o 432,040
105 . . L. 1, 780, 000 260, 000 414,028
1982 .. L. 1, 950, N0 430, 000 472,450
8., . ... 2,020, 000 B0, 000 4607, 723
108 . L., . .. & e 2, 150, 000 450, (000 450, 624
IO . e meaeeemam e meeaiaeeaanan 2, 180, (K0 680, 000 478, 995

(UIp 4b (Up 10

percent) percent)

ZINC

TG 80 (AVEraRe) ... ... . i iieaiaas 2,050,000 | ... .. 011,790
) [+.) . s RUIN e e emm e e 2,000 000 b0, (X 081, 189
1082 .. ... ... 2, 870, 00 N70, 000 464, 001
1983 . ... ... 2, 090, () 930, 000 547,430
198 .. . ... ... 2, 960, 000 010, 00 473,471
s R .- 3, 200, 000 1, 150, 000 514,071

(Up oo (onmis

pereent) percent)

Norg.—Above chart shows clearly the rate of increase in the world procuction of lewd and eine, lead pro-
duetion tnereasing 45 percent and zine production 88 percent.  United States production durirg the same
period shows the production of lead Inereasing only 10 percent while the production of zine dropped 156
percent.

g.a\‘émrce: Minerat Trade Notes, U, 8, Department of Interfor, Bureau of Mines, vol, 43, No. 3, Heplembor

Principad lead-zine producing States and United States annual production,
195656

ZINC--SHORT TONS

1935 19/8 19583 1950
Montama. .. .. ..., 68, 548 71,805 1| New Mexieo. . ... ... ... 15,277 35, 200
New York. .o 53, 016 58,580 || OKklahoma.. ... ... .. ... 41, 543 20, 960
Idaho. .. el 83, 314 40, 483 e R ot
TONNESSOC . i 40, 18 45,188 United States total. ... 514,071 637,643
Colorado. ... .......... 35, 350 41, 000 Dally average.......... 1, 410 1,469
Utah.o . e, R 43, 550 40, 60%)

LEAD—SHORT TONS

Missourt. . ... eeeainememanas 125, 412 122,000 {[ Oklahoma...... ..ooo.o..... 14,126 12,8%0
) £s 51 1 12 D, 64, 163 62, 699 T s [marws e
Utah o ieiiiacana.. 50, 452 47,990 United States total. ... 338, 025 348,329
Colorado. . ooiiianaaaa. e 15,815 20, 5% Daily average.......... 926 952
Montana. ..ol 17,028 18,610

Norr.—Above chart shows the principal lead-rine producing States, also the total United States annual
production for the years 1855 and 1856 with the dally averages.
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Lead, 1966
{Tons)

Hxportg (in- } Fxports to
Mine pro- cluding  {United Btates

Country ducilon seeondary) | o8 s percent

to United of mine

Stntes produetion
Cnnada. . e erereamiarnn e 201, 83 07, 543 33.5
Quatemaliy ... o e e il e e b, (184 hoAR 102. 4
Honduras 1, 961 2,757 140. 6
Mexdeo .. . 232, 383 95, h1 41.1
Bolivia. .. ... 21,070 13,R12 85.6
Chile .._........ 3,50 409 12.0
Teru.. ... ... ... 139, 40 68,732 h2.5
Phlllpplnes . e 2,665 2, 635 103.1
Unlonof South Afrlen. .o e e b 41,578 |emecacnann ..
AUuRtralln . L e ieieiiaie e 328,219 85, 468 26.0
Belzium-Laxembourg. ... ... ... o s i e . 2] I DN
QerManY. .ot ittt ceasecesmeoans 74, 334 49 .7
Bpaln, . .. 08, 904 18, 649 15. 4
Yugoslavia .. Uy, 207 35,659 35.9
French Morro e U8, 100 7.8 7.9

L YT PR B 3,084 |coenan.n. onn-

NotE, --Above chart shows the mine production of lead In the countrles listed but, mast important, s the

ocolumn showing thoe percentage of production exported to the L

Zine, 1955

Inlted States,

[T'ons)

Exports to
Mine pro. Expnrts to | United States

Country duction United as 8 pereent

States of mine pro-

duction

Canada. ... . iieiiiiiiieiicaccccncirraanaeannaas 428,474 286, 559 66.9
Quatamopla . 10, 400 8,353 80.3
Honduras ... 1,433 1,433 100.0
Mexico .. ... 206, 961 205, 941 69.3
Boltvda . .. ... ... 23, 509 1,792 7.6
Chile....... et e e eete e mmeeiae-tueadmeeceeneasamann 3,200 4,858 151.6
Poru.... e e e e aatiaaaeeiaeaaaas 183,074 83,015 45.8
Bolglum-Luxembourg _ . ... .. eein 9.204 1. ...
ermany .coee. oo oo a4 cecaeceececcennnncanaan- 101, 658 6,642 6.6
Itnl{ ........................................... 131, 891 6, 190 4.7
Notherlands. .. oo oo it faee e 1,079 |.ooeieaae oo
Norwsy ... .. 7,183 4 7.0
United Kingdom. . 3,167 1,576 40.8
Philippines.. ... .. . ... .. I 465 f ...
Belglan Congo . .. .. e ieiccaeaaaa. 74. 700 15,228 2.4
Rhodwsia-Nyasaland ... . iiaeiaa. 38,070 3,834 10. 1
French Moroceo. ... ... tesmmemeniccmmcemvesessmsmcnn faveenean 3 2.6
Unlonof Soutit Afrlea.. o.oeevarr ot i iieiinecaecaenaaaaen e .
Austratla . . . ... ... 3.4
French Paciflc {slands .. ceeeiee ] 0630 |
03717 ¢ SNSRI SPOIIISPOIPRRS I 3 . . ; I O

NoTE.— Above chart shows the mine production of zine in the countries listed but, most important, is the
column showlng the percantage of production exported to the United States.

" Senator BsLe. I do want to make just 2 or 3 observations and take

just a very short time.

First, I would like to comment that, in my own State of Nevada,
the lead-zinc industry is really sick and practically on its deathbed,
as my senatorial colleague; ‘vho is a distinguished member of this com-

mittee, would well verify.

We have three general areas of lead-zinc in our State: The Eureka
mining district, the Elko mining district, and the Pioche mining dis-

trict.

Each of those areas have been very critically hurt and dam-

aged almost to the point of going out of business by this very recent
sharp reduction in the price of both zinc and lead prices. For that
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renson I cannot emphasize too much the great need of urgency in
this problem. )

The pending legislation before the United States Senate is of groat
importance. 1t has been pointed out that there is a great amount of
pending legislation, ‘The Ningara bill, the ‘T'VA bill, the bill to
preseribe the opening of the I'BI files in the Judiciary, are all im-
yortant bills,  However, T don’t think there is any more important
l)ill that conld come before this session of the Congress than this par-
ticular bill for the relief of the mining industry. And I want to
compliment you, Mr, Chairman, and the members of your committeo,
for permitting us to appear now and to lay the groundwork for the
proposed legislation,

We recognize that such matters properly oviginate in the Iouse,
but time is of the essence if wo are to come to any renlistic nssistance
and help for the lead-zine people immediately.  Tomorrow is too late,
We have exactly the same problem in the tungsten mining industry.
"That, today, isn't dying; it is dead, and practically buried,

The Congress did not sce fit to give some stopgap relief for the
purpose of permitting this particular segment of the mining industry
to move into a healthier elimate and into a competitive condition, and,
as a result, mine after mine in our State is closed—the Tempiute, the
Getehell mines, and so forth,  Therefore, I beg vou to give this prob-
lem your earnest and quickest possible consideration so that more will
not follow in the steps of the tungsten mining industry,

The bill before you, the one submitted to the Interior Committee, of
which T have the honor to be a member, is in my humble opinion a
step in the right divection. T don’t believe that it goes far enough, so
far as velief to the mining industry is concerned, but at least it does
move along the right divection. The Secrvetary matle it very clear,
under questioning B_v various members of the Interior Committee that
this did have the blessing of the administration and the blessing of the
State Department; and that in itself marks a real milestone toward
solving this problem. I, again, Mr. Chairman, want to thank you for
the privilege of being here.

I have submitted a long prepared statement that I am not going
to burden you with at this time. The point I do want to empha-
size is from the standpoint of urgency, of some action being taken
at this session.

Coming back in Jannary annd February will be too late, because a
closed mine under almost any normal conditions is a dead mine be-
cause of the tremendous cost of dewatfering, the cost of building
shafts and tunnels, and problems of that kind. This represents an
important segment of our industry. I am advised that in May
of this year there were some 17,300 men employed in the lead-zinc
mines of the various States, and that is only the actual figure of
those directly employed, and does not take into consideration the
smelters, the refiners, the allied industries that are so dependent upon
lead and zine, as well as other segments of the mining industry.

Senator Mansfield commented on copper. T realize that isn’t be-
fore you, but I think the danger signals are un and that likewise we
must do something there if we are to keep a healthy domestic min-
ing industry.

Thank you very much, Mr. Chairman.

The CHAIRMAN. Any questions?

P
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Senator Marone, Yes., " Senator, I am glad to see you before this
commitiee.  You have been one of the main spearheads working
in this Interior and Insular Affairs Committee, where some of the
work is very closely related.  What you are doing taday, you are
pleading for the survival of an American industry.

Senator BisLe, That’s correct,

Senator Marone. | join with you that this is an important step that
tho White Honse, the administration has taken. The important
step is the recognition, the first recognition we have had that there
is o difference in the wage standard of living and the taxes and the
cost of doing here and in the chief competing nation on each of the
American products, not. only minerals, and that there must be some
recognition of that diffevence,  That is the real brenkthrough ; isn’t it/

Senator Bisne, That's correct. The real cause of the difticulty, 1
tnke it, iis tremendous importation of cheap lead and zine from
foreign fields, and that comes about very largely becaunse of the dif-
ferences in the lnbor market.

Senator Marone, I might read from a report here of the 1954
summation report, digest of the heavings of the Interior and Insular
Affairs Committee. That report was published July 2, 1954, by the
Senate under Senate Resolution 143, and in that report on page 287
it snys—it sny mnny other things but this is one of the pertinent
things at this hearing:

The Feonomie Cooperation Administration and  Mutual Securlty  Ageney
furnished Luropean nutlons with funds to purchase these materinls,  In fact,
during the period April 8, VM8, throngh June 30, 19531, this country furnished
N360.9 mitlion to purchnse copper, $81.7 million t. purchase zine, and $58.3
millton to purchase lead.  These purchases were made by other governments
at prices greatly in excess of the domestie ceiling price.

There was a ceiling price put on those minerals here which stopped
domestic production very etfectively. | Reading:]}

When the emergencey abated it was testified this materiad was dumped on our
markets, further ageravating the difficuities of domestic producers,

The Senator will remember when they broke the prices down to
10 or 11 cents. We did produce about two-thirds of our consumption
of lead and zine when we were running on normal production with
the duty or taviff as it was in 1933 or 1934 before the change; did we
not ¢

Senator Bipee, T believe something in that neighborhood. I don't
have the exact figure in mind.

Senator MaroNe. Report, Long-Range Minerals Program, part I,
June 1957, the hearings before the Interior and Insular Aairs Com-
mittee, where the Secretary appeared, shows that the 1930 rate on
ore concentrate was 1.5 cents a pound. The etfective rate at this time
was six-tenths of a cent a pound and the ad valorem equivalent is
123 percent. It goes on to describe in detail, which we will not
bother with now, but the facts are that when the 1934 Trade \gree-
ments Act was passed giving the administration the right to ent the
tarifl's 50 percent, they were then cut 50 percent. That's right: an't it?

Nenator Bisre. Correct.

Senator MaroNk. Then they were later given 50 percent, which
would make a total of 75 percent. Now. up to 1957, without going
into detail, in Geneva, 34 nations are now busily engaged in further

06130 —5%—5
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reductions of the tariffs or duties through multilateral trade agree-
ments by the authority of the Congress itself, which extended the act
in 1955 for 3 years, and it now expires in June 1958. That is true;
isn't it.?

Senator BisLe., That’s correct,

Senator Mavonk, Now there is a well-documented—I won’t sny
documented but a well-supported—rumor that in OQctober of this

car all of these tariffs will be further reduced, not all of them perhaps
ut a very great number, and it is in the mill in Geneva, and no busi-
nessman, no producer, no workingman, no Senator or Congressman
is allowed to go in and be a part of that hearing and know what is
gong to be done before it is done. ‘T'he Senator is aware of that fact.

Senator Bigee, T had not heard the rumor. T think that is an unfor-
tunate situation, I think Congress has surrendered too much of its
anthority in that field.

Senator Marone, Congress never hears anything here about what
is going on there until after it is done. Then we are furnished with
a report. Now I want to conserve the time of the committee, too, and
you and T sit on the same committee, Interior and Insular Affairs,
but the record here 1 think should show many things which I hope
are included in your written statement, and I myself intend to prepare
one, too, for the committee, .

Senator Bisee. T appreciate your contribution, Senator Malone.
Thank you very much, Mr. Chairman.

The Ciairaman. Yes, Senator Kerr,

Senator Kerr. ‘Fhe fact is that the lead and zine industry is not a dy-
ing industry itself insofar as the Amevican market is concerned.

Senator Bisre. 1 think that. is true.

Senator Kerr, 1 think the consumption has gone up.

Senator Bisre. Fach year the consumption increases.

Senator Kerr. Yes, sir.

Senator Bmsie, Yes; and I have those figures in my prepared state-
nient. [Tt has doubled over the last 10 years.

Senator Krrr. It is just a situation where we have a growing
industry, but where our own Government is either permitting the
destruction or actually destroying the domestic segment of that
industry:.

Senator Bisre. T conldn’t agree with you more. The domestic seg-
ment is certainly going out of business.

Senator Kerr. And our own Government is maintaining a situation
which is causing the galloping strangulation and bleeding to death
of our part of the industry and continuing to pump transfusions of
life into the foreign produstion industry, and that transfusion that
continues to he pumped into the veins of the foreign production
elements of the industry is the increasing demand and econsumption
in this domestic market, the benefit of which is being channeled more
and more to the benefit of foreign production, foreign labor, the tax
income of foreign governments, and the development of communities
and economies in foreign areas.

Senator Bisrr. T think that is absolutely correct. Just in line,
Senator Kerr, if T might, with what you are saying, the consump-
tion of zinc prior to World War TT averages less than 500,000 tons
per year. In 1956, the Bureau of Mines estimates it was 988.000
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tons, which is doubling the use of zinc in that period of time, and
likewise the consumption of lead grew from 612,000 tons in the late
thirties to 1,250,000 tons now, which is 2 to 1.

Senator Kerr, One million?

Senator BisLe. Yes; correet—tons. I have the information fur-
nished me as 1,250,000 tons.

Senator Kekr, Yes; 1,250,000, That’s correct. Then the previous
WS~

Senator Bisre, 612,000, Tt has doubled in each instance.

Senator Kurr, 1 just did a little ealculation here on the figures
Senator Watkins gave of the importation of 730,000 tons of zine at
10 cents a pound—amounts to $168 million worth of zine, and the im-
portation of 600,000 tons of lead at 1+ cents n pound is ST millio.
worth of tead, or 5315 million of imported metals, lead and zine, pro-
duced entirely by foreign labor.

Senator Bisre. That’s correct.

Senator Kerk, Taxes on the profit of which are paid entirely to
foreign governments, the mining camps and local communities bene-
fiting by that development and operation being entirely in foreign
areas, aﬁ to the penalization and actually the strangnlation of local
communities and local domestic producers and to the development
of unemployment in local areas,

Senator Biste. The Senator is absolutely correct. I might just
observe, and then elose, that I was shocked to find in the field of tung-
sten, though we have Public Law 733, which I thonght was at least
a moral obligation and a firm commitment of the United States Gov-
ernment to carry a program out to its conclusion, the Congress,
through its Appropriations Committees, thought otherwise, and the
program terminated. The significant thing to me was that as of
January, the first of this year, there were outstanding legally en-
forcible contracts for the purchase of foreign tungsten in the sum of
%62 million. We are perfectly willing to purchase and have these
contracts enforced in the tungsten fields.

Senator KeErr. And paid by American taxpayers?

Senator BisrLe. And paid by American taxpayers, absolutelv at the
same unit cost, I might say, somewhere between $54 and $57 a unit. It
just doesn’t make sense.

Senator MarLoNE. Could I ask just one other question? In the
matter of subsidies that are bandied about very liberally when a case
is made before the administration or in Geneva in order to get a con-
cession to American labor, I have always said that you could not call
it a subsidy when it was a set price or a duty or tariff that just made up
the difference between the American labor cost and the taxes and cost
of doing business here and in the chief competing foreign nation.
Do you agree with that?

Senator BisLe., Yes; I think, in general, that that is a fair state-
ment.

Senator MarLoNe. Now if you had to produce it for national defense
or something else and it cost more than the difference in the cost of the
labor and the taxes and cost of doing business here and in the chief
competing nation, then it would be a special consideration and could
be logically called a subsidy?

_ Senator Bisre, I think you would have a different problem; yes,
sir,
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Senator Matone. Now the Senator is familiar with these things
that are ealled peril point and eseape clause in the 1934 Trade Agree-
ments Act as extended.  You have heard of those terms?

Senator BisLe. Yes; in general.

Senator Marose. They are called (‘smH)o clauses, I suppose, because
no one ever eseapes. That is all up to the decision of our State De-
yartment, which is dealing almost entirely with foreign questions.
he peril point is a very ineffective thing and ravely invoked, and
means, of course, what the tariff should be at the moment, and would
imperil the industey if it was lower than that particular amount.
That is all you want, fair and reasonable competition. You don’t
try to keep anything out by a tariff. But as soon as that peril point is
established and the agreement is made for 3 years, then through an
adjustment, we call it & manipulation, of that nation’s money, in terms
of the dollar, they can nullify the peril point or any other adjustment
that is made on a permanent basis. The Senator is entirely familiar
with that procedure.

Senator Bisre, That is correct,

Senator Marone. Now we have four organizations that were dis-
closed in another hearing in this committee on the financial setup,
They are the Export-Import Bank, the World Bank, and two others.
The Export-Import Bank is entirely finunced up to $5 billion by the
American taxpayer, and the other 3 financed 35 percent and controlled
by a foreign board of directors, to lend money to encourage foreign
investments of American capital. The Senator is familiar with that
procedure,

Well, it seems that there is a plan, wonld the Senator agree, to favor
these foreign investments rather than the American investments, with
the taxes, as so ably explained by the Senator from California.

Senator BisrLe. Well, I think there are many instances. The tung-
sten example is one instance.

Senator Maroxe. Then I will ask this one final question, since time
is also valuable here today. Why, then, if the Congress is not going
to do any more in earrying through the 1953 Mineral Purchase \ct,
as extended in 1956, if they are going to leave out the tungsten, when
it was shown that you can produce more tungsten than you can use
in the United States if you just have either a tariff or a fixed price
that. makes up that difference that we have already explained; then
why shouldn’t tungsten be added to this bill?

Senator Bisre. It certainly is a distressed industry as T described
earlier. It is a dead industry. I think you have a real problem. how-
ever, as far as lead and zinc is concerned. As I said earlier, that is
a step in the right direction though I don’t think it goes as far as I
personally would like.

The CiarmMaN. Senator Bennett,

Senator BENNETT. Mr. Chairman, I would prefer to reserve my
question for one of the industry witnesses.

The CrairmaN. Thank you very much, Senator Bible. The Chair
recognizes the distinguished Senator from Colorado, Senator Allott.

.re ——— o e
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STATEMENT OF HON. GORDON ALLOTT, UNITED STATES SENATOR
FROM THE STATE OF COLORADO

Senator Artorr. Mr. Chairman, thank you very much, If it is
agreeable to you, I would like to make just a few comments and then
submit my statement.

1 understand the time element that the committee is operating un-
der. 1 would first like to read a wire addressed to me:

GorpoN ALroir,
Nenate Office Building, Washinglon:

Resurrection Mining Co. hax given notice to Leadville Miners Union, No. 24564,
of closing,  This s ¢ansed by low lead and zine price.  About 130 of onr mem-
bers involved, many with years of seniority, mnking it impossible to obtain
recmployment, espeeially in Leadville area. This will eause suffering and will
mean loss to Leadville, Colo,

Perer 1. Doxouee.
Scervetary-Treasurer, Leadville Miners Union, No. 24-B,
Leadville, Colo.

The Ciamyan, And you desire yonr complete statement be put
in the record?

Senator Anrorr. 1 would like to ask that my complete statement be
placed in the record. This is taken from the Len({\'ille paper:

Notices were posted at the Resurrection Mining Co. operiations on Wednesday
evening notifying the employees that all mining and miling had been ordered
discontinmed heenuxe of the declining metal prices. The order to close was re-
celved by Snperintendent Barney Greenlee from the New York otlice of the com-
pany.  Barney tried to personally see all of the men before they went oft shift
on Wednesday evening.

The decision to elose down operations had been feared when metals started
their price decline several months ago. The decision to close will affect the
Jobs of 148 men now employed by the Resurrection Mining Co.  The Resurrection
has been mining under a joint working agreement with the American Smelting
& Refining Co., whereby the two companies were partners for the working of
their joint holdings through the Irvene shaft and the Lelena shaft.

The development of the operations through these 2 shafts required nearly 5
years to ready them for maximum output. According to Mr. Greenlee the com-
pany was just now getting in a position to get out fult production,

Greenlee had recommended to the New York office of the company that opera-
tions be continued for 18 months in the hope of a rise in metal prices. 'Fhe
Greenlee report showed that operations would be practical under present prices
provided a price rise for metal was in sight after 18 months.

The joint decision of the Resurrection and American Smelting & Refining
to discontinue operations is very discouraging to the metal-mining industry,
since these lurge companies are in the most favored position to know what the
prospects are for the future. The decision to close would indicate that the
best advice available indicates no improvement in the metal market for several
years.

The order to close means that all equipment will be removed from all opera-
tions and that the mill will be closed. Pumps will be pulled at the Ielena but,
for a time at least pumps will be operated at the Irene,

Several months will be required to close down the operation, and nearly 2
months will be required to complete the milling of ore on hand and to eclose
the mill. There will be no immedinte layoff of any of the men, and, according
to Greenlee, the reduction in force will take place gradually, with men leaving
to take other jobs not being replaced. ,

A crew of from 5 to 7 men will be required at the mine and mill when opera-
tions are completed.

I read that one thing, and I would like to comment on it briefly,
to say that this is only one, a typical situation of our people, particu-
larly of the West, of whom I speak—and I am acquainted with the
situation in Colorado—who have invested very great sums in their
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mines, and now find themselves eaught in a situation through imports,
the influx of cheap metals, where they arve going to be lost.

Aside from the damage, pain, and suffering it causes workers who
are out of work, may I make this comment, which for some reason we
in the West have so hard a time trying to envision and lay out for the
people who live elsewhere, and that is that when you elose 2 mine and
take out the pumps, it isn’t long before the timbers collapse, and that
mine, which is one of the great economic and vital resources of this
country, is lost,

Mines aren’t just something you can go in.  Somebody used the term
of turning a tap herve this morning. 1 don’t agree with that. Mines
aren’t something yon ean just turn the tap on, beeause many of these
mines, as with many of our mines in Colorado, will be lost unless
we take steps to proteet them at some reasonable level where they
are available to ns for production.

I think, Mr. Chairman, that is all T have to say at this time, in
addition to my statement, but 1 do appreciate this opportunity of
coming before you.

('"The statement referred to is as follows:)

STATEMENT OF RENATOR GOorbON ALLOTT ON IMPORT 'T'AXES ON LLEAD AND ZINO

M, Chairman, a eritieal situation has developed in the lead and zine industries
Inrgely due to worldwide surpluses of these two metals,  The administration, in
recognition of this rapidly developing erisis, has taken various constructive steps
to avert it. It has cooperated with Industrinl and worker groups in an effort to
find a solution,

It is woll veeognized that the Eisenhower administration has attempted to
encourage forecign markets and promote foreign trade.  To stabilize the domestic
market on lead and zine, the administration has at various times stepped up the
procurement of these metals for stockpiling purposes and has, on occaslon, re-
sorted to barter, exchanging perishable surplus agricultural products for non-
perishable minerals for our nationnl security and safety.

Secrotary of the Interior Fred Seaton has pointed out only recently before
the Senate Interior and Insular Affairs Committee, of which I am a member,
the importance of the domestic minerals industries of the United States. These
industries employ people in every State of the Union,  According to the Depart-
ment of Conmueree, the extraction of minerals and their processing into salable
products accounted for 7 perecent of our national income. The adwministration
believes that the Federal Government has a proper role to play in keeping this
important group of American industries healthy and strong, I subseribe to this
philosophy of government.

1 have made a personal tour of many of the mining camps of Colorado, where
mining is an all-important industry, and I have seen the gradual deterioration
which has been taking place, largely due to the faet that foreign producers have
been encroaching upon the American market and depriving American producers
of their just share. T have advocated action at various times, and in my investi-
gations I have found that, by and large, the mining industry prefers a stiding
scale exeize tax to any other solution. It ix the only solution I know of that
would not require tremendous Government expenditures.

I believe the Congress ecan, with administration approval, enact legislation
with these objectives in view, prior to adjournment, and it is of the utmost
importance that action be taken promptly,

The plan submitted by the administration wonld substitute for the present
tariffs, applicable to lead and zine items, sliding scale import excise taxes which
would become effective when prices declined to levels that would threaten, and
are threatening serious injury to domestic producers. The administration plan
would suspend such excise taxes when prices return to and remain firm
at levels sufficiently high to prevent economic distress to the domestic industries.

The proposed excise taxes applicable to each of the commodities would he
impose‘l in three stages; namely :
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1. For lead metnl (as distinguished from ores, concentrates, and other forms
of unmanufactured lead), if the average price during & 3-month period is:
17 cents or above, the excelise tax would be suspended ;
16 cents to 17 cents, the exelse tux would be 1 cent
15 cents to 16 cents, the exelse tex wonld be 2 cents;
Below 15 cents, the exclse tax would be 3 conts.

2. FFor zine metal (as distingnished from ores, concentrates, and other forms
of unmanufactured zine), if the average price during a 3-month period is:

14 cents or above, the excise tax would be suspended ;
1314 cents to 1414 cents, the excise tax would be 14 cent
124 cents to 1314 cents, the excise tax would be 144 cents ;
Ielow 1234 cents, the exclse tax would be 2 cents.,

Under the administration plan, this application of the appropriate excise
taxes would be made quarterly. Determination of the average prices for lead
and zine which would form a basis for the taxes to be imposed in any particular
quarter would be made by the Tariff Commmnission at the end of the second month
of the preceding quarter, based upon prices during the preceding 3 calendar
months for common lead in the New York City market and for slab zince in the
Ilast St, Louls, 111, market.

This program of the administration, while most commendable and undoubtedly
a step in the right direction, should be strengthened, I believe, in the following
particulars: I propose that the import excise tax schedule be as follows:

Price Tax

() Plglesd__. . .. ...... .cceeeeeeeaf 17centsandover...._... ......._...._ | None.

16 cents and under 17 cents........... | 3 cents,

15 cents and under 9 cents... .. ... | Additlonal § cent.

1 cents and under 15cents.. .. ... .. Do.
MSlbzine.... ... o Lo oL t4.5 eents and over. [ None,

13,5 cents and under 14.5cents . .. ... 3 eents.

12.5 cents and wvder 3.5 cents . Additional 1 cent.

1.5 conts and nnder 12,5 cents. . ... Dao.
(¢) Imported ores and concentrates be | . .. L0 L0 L oL
sithject to the above schedule on
the basls of the ratfo (pereentage-
wise) between ores and conecen-
trates versus metnl os set forth in
the admlnistration’s proposal.

It would also be my suggestion to the committee that changes be made in the
administration’s proposal to shorten the period of “determination” to elimminate
the timelag which might do irreparable damage unless its executive operation
could be mare or less immediate.

In advocating the above proposals, I believe that fair treatment is being ex-
tendesl to the foreign producer and the domestic producer alike, It is well
recognized that the domestic producer has much higher costs. These costs exist
in the form of higher wage seales: higher freight rates and various types of
transportation costs; higher electrie power bills; higher supply bills; more
costly procedures, largely involved by the imposition of Government rules and
regulations; and the benefits received by the workers in the United States are
much better than those received abroad, thus necessitating deductions for these
expenditures out of ore production. ‘The American producer pays local and Fed-
eral taxoes; he contributes to the welfare of the conununity; he is taxed to carry
out not only local and national programs but foreign-aid programs, as well, and
it has been said with utmost fairness that he has been taxed to helyp put himn-
self out of husiness.

Colorasdo, as well as practically all of the Mountain States and a great many
of the Eastern and Southern States, is vitally interested in the passage of this
legislation. Colorado recently ranked third among the Western Stutes in the
production of zinc—some 41,000 short tons being produced, with a gross valua-
tion of $8,696,100, and was also credited with the production of 20,500 tons of
lead, placing second among the Western States in the production of this metal,
with production valued at $5 million, Other metals were produced with the
lead and zinc, giving a grand total of $22,240,009.

To emphasize the necessity of immediate action and show the critical condi-
tion which has evolved, may I direct the committee’s attention to the fact that
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the Keystone miting and mitling operntions In Gunulson Coundy have been
closed downs the lnege mbl in Stiverton was eloved, and the Peide of the West,
the anly renbudngg widll is theeatening closure,  'The Rico-Aegentine Mining Co,,
in Doloves County, ean give no assueanee of continulug opevations, and the Camp
Pied, Lid of Oieny County, has discontinuned s negotintions ponding the ont-
come of the proposed legdsintion, The King Lease, lne, of Guanigon County,
has folded, and (e Cadlahan Lead & Zine Co, with o lege Qoverngent loan,
was forced to eloxe sowe thue ago. Phe New Joersey Zine operations in 1iigle
Conuty will e foreed (o elose unless somethiing v done, Nimtlae conditions
evist in the ather counties, sueh ns Cleny Creek, GHpio, S, nod Mineead,

The fallowiney stovy, taiken from the July S, 1067, edition of (he Leadville
(Colon) Herdd bomocerat, tells the =loey of the elostng of the Resurreetion
dne, I anemotional tevims 1 tells (he story of the problems of our milning
ndustey elsewlove, too, Between s Haes is o story, not only of fubling prices
und fovelgun competition, but of humnn problems and hinman baedships resaliing
from the present commoveind situntion

“Resvunecrmon o Crose Tes MaNiNg OreraTioN

“Notieexs were posted af the Resurvection Mining Coo operations on Wednesitday
evening notify ing the employees that all mdning md mtiing had been ordered
discontinued beenanuse of (the decelining metal prices, 'he ovder to close was
received Fy Superintendeut Barney Greentee from the New York oflice of the
company,  Barney (eied (0 persotinily see all of the men before they went oft
SUCC o Wednesday evening,

*The declsion 1o eloxe down operations had been fenved whon metals started
their price dectine several months ago. The deelston (o ¢lose will affeet the Jobs
of T men uow employed by the Resuerection Mining o, The Resarreetion
has been wining under a joint working agreement with the Amerlean Smelting
& Refining Co, whereby the two compantes woere paetners for the worklng of
their Joint holdings through the Trene shaft and the Hoelenn shinft. The de-
velopment of the operations through these 2 shafts vequived nearvly 6 years to
rveady them for waximmm output.  Acecording to My, Greenlee the compnuy was
Just now zetting in a posttion to et ont Cull production,  Greentee hnd recoem-
moended to the New York effice of the copany that operations be contiuned for
IS months in the hope of @ vise in metal prices, The Greenlee report showed
that operations would be practieal under pyesent prices, provided o price rise
for moetal was in sfeht atier 18 months,

“The joint decision of (he Ressnrection and Amerienn Smelting & Retining to
diseentinue opevations s vory discouraging to the metal miniug industry, sinee
these rge companies are in e moxt favored position to know what {he
prospects are for the futuve.  The deciston to elose would indieate that the
bhest advice available indieates no improvement in the metal market for several
years,

“The ovder to close means that all equipment witl be removed from all
opevations and that the wmill will be closed. Pumps will he palled at the Hetena,
but for a time at least punps will be operated ot the 1rene,

“Neveral months will be required to close down the operation and nearly 2
months willt be required to complete the milling of ore on hand and to close
the mill.  There will e no immediate Inyoft of any of the men, and, nccord: ug
to Greenlee, the veduetion in foree will take place gradusily, with men leaving to
take other jobs not being replaced.

“Aocrew of from 3 to T men will be required at the mine and mill when
overations are compteted,”

Of conrse, that story is not limited to Leadville, Colo. The problem s the
same in conntless little mining towns throughout this country. It is the snme
in Silverton, Colo., from whose chamber of commerce 1 recently received this
telegram :

“Recent drop in lead-zine prices threatens to close every mine and mill in
this area. Major plants were closed when decline started. This industry is
lifeblood of Silverton-Ouray-Telluride district. Silverton Chamber of Com-
merce endorses any sound policy to stabilize domestic mined lead and zine
With no relief we are doomed.”

This tragic situation has been incrensed since May of this year, zine prices
having fallen about 23 percent, from 131 cents to 10 cents and lend prices
having dropped 2 cents pound. The passage of this legislation will prevent
economice loss and safecunrd destrucetion of mines in line with true conservation
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of our Nuatton's mineral resources- -true conservation meaning, of conrse, the
wike use of our nntural resources,

1t {8 ossentinl for use to have an eflicient, strong, and vigorous domestic
mining industry If we are to continue a healthy and expanding economy.  We
eant il afford the damaging consequences to defense and to car expanding
evonomy resulting from the destructive effects of closing down our base metal
mines, through inabliity to operate under preesni. price and cost conditions,
Nuch shutdowns will result not only in the loss of irreplncenble material re-
sourees but the human skills of Amerlean workmen as well,

Liko othery, T bhelieve in expanston of foreign trade, and T am totally aware
of the importanee of reduecing teade restrictions,  But I believe that it would
be wine to urge the forelgn producer of mefal who wants to sell his metal on
the American mnreket 1o do so at the Amerlenn cost of production. If he does
this, under the plan submitted heve for your conslderation, no tarlff barriers
would prevent him from dojug so,

In conclusion, 1 wish to polnt out agnin that the present administration and
the present Seeretary of the Inteclor are the only ones in recent decades whao
have come forth with n recommendantion of a strong program to encourage the
domestic mining industry with recommenadtions for the passage of legisintion
belug submitted to the Congress, T wish to conmnend the administration for
this construetive offort, amd to strengthen these recommendations by suggested
modest additions,  The Industry deserves and should recelve immedinte atten-
tion by the Congress in the passage of legistation which will give the domestie
miner ome nssurance of price stability.  Kven If foretgn producers continue fo
flodt the Amerienn market with the produets of their mines, the American miner
will be glven his share of the domestic market under the program which I
advoecate, '

Such o program Is not stopgap legislation; it ix sound legislation which
hins recelved the test of legislative and industrial Inquiry over a period of
yenes; G I8 a program on which both Government and industry can agree and
which Ix shaved with equal enthusiasm by the workers in the mines of the
Nation, 'Iruly, this pregram Invelves the elements of long-term planning, and [
cannot too strongly urge it adoption,

I thank you for the privilege extended me of appearing before the committee,

The Coamsan, I submit for the record a statement received from
Representative Wayne No Aspinall in support of S, 2376,
The statement follows:)

SeATeMENT or Hox, Wavyse N Aseisany, Mesveer o CoNaress, Fovrrin Distrier
or CoLorAno

Mre, Chalrman, 1 wish 1o urge with every factlity at my command the passage
of this legislution to provide for an lmport fee on lead and zine to prevent a
ruinous price decline, I urge passage, not heeause this Is o complete answer,
not beenuxe this is the only answer, but rather becanse stabilization is essentinl
to the lead and zine industry, and this apparently is the only avenue of hope that
Is open. Bt will have value, however, only if the speed of aection is equal to the
need,  If we walt until next year the subject of lead and zine mining will he
nendemle in western Colorndo—-the great mineralized area of Colorado I have
the honor to reprosent---beeause the industry will be shut down,

Let me emphasize that we are not now talking about marginal mines. These
closed in previous disasters.  Thix Is made elear I a telegram which 1 received
In mid-June of this year from the chamber of commerce of one of the West's
most colorful mining areas, Silverton, Colo,: “Recent drop in lead-zine prices
thireatens to close every mine and mill In this area. Major plants closed when
decline started.  This industry is lifeblood of Silverton, Ouray, Telluride dix-
triet,  Silverton Chamber of Commerce entdorses any soun:d poliey to stabilize
domestic mined lead and zine,  With no relief, we are doomed.” Simply stated,
it Just says that thoke more productive mines which somehow survived through
recent years of stress and strain are now being choppett down, not beeanse they
are marginal, but rather beeause of a flood of importy, all out of proportion to
need or normaley.

I think that those who engineered the acceptance of this import fee system
within the administration are to be highly congratulated. We who have been
active in this field can testify that any interest by any adininistration is a
major step forward. Perhaps I should say “any interest by the executive
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branch,” beceause I would not wish for a moment to indleate anything political
fu such statement,  This proposed impoct fee, which is backed by the various
tlepartments of the executive departmeng, Is of such Importance that the legis-
Lative arm should move with all possible haste to ennct it into law. If the
Iden was sound cnough to be accepted by those who have rejected all other
proposils, we hiave no need to worry about fts soundness,

Let me briefly give to you the situntion in western Colorado as it has been
suppited to me by producers, news agenceles, and the Colorado Mining Assocla-
tion. L will leave more detailed information to the industry and industry
representatives,  As I suggested, the marginal producers were ellmminated long
ago. Now we have such closures as the fumous Leadville area, where the
Resurreetion Mining Co. has veached the end of its rope.  In the equally famous
San Junn mining vegion, the Shenandoah Dives mill is down. The only remain-
ing mill in that avea wilt soon eloxe unless immediate rellef is granted. If it
closes, the little producers will have to go with it.

The long established operation of the New Jersey Zink Co,, at Gitman, Colo,
where some 550 men are employed, is operating at a loss, which will sooner or
Inter foree closure unless favorable action is in prospect.  This operation is
recognized as one of our lowest cost and most eflicient producers.  If Gilman has
to shut down, then the end is surely at hand for the lead and zine industry
in Colorado.

In the Guunison arvea, an area hard hit by elosures in years gone by, the Key-
stone unit of the American Stuelting & Reflning Co, ix closed down, as well as
the mill, The other principal operation, Callahan Lead & Zine, is also down,
and this will preclude repayment of n Government loan.,

It is obvious (hat these are not (ly-by-night operations. These are well-recog-
nized companies —well-recognized mineralized aveas.  Mining has been earried
on in these areas for many, many years, and adequate reserves exist for further
cperations if only some reasonahble price level were in prospect.

That word, “reasonable,” ix the last noteh we need to file into the key that
will unleck this dilemma,  In this fleld, we do not need to think we are sustaining
marginal production. Neither do we need to think we are sustaining uneco-
nomice producers. These producers, by their survival up until this late time
through years of boom and bust, have establisheqd their efficiency and the feas-
ibility of thelr operations,  They have the workers, the skill, the capital, and
the will; all they need is a fair shake,

We know that we must import a percentage of our lead and zine requirements.
We make no argument that we xhould not do so-—but neither should we allow
the closure of onr last domestie produetion of these vital and necessary produets.
It e allow these operations to close, after their heroic efforts, then the ruined
aud floeded shafts will remain to haunt us when the price for these products
bevins another implacable upward march—as it must when the present temporary
surge of excess production and import burden is gone.

This proposal is a self-regulating governor or balance on the engine of pro-
awtien, It ix modest in amount, yet its value to the domestic industry is of
almost mommental proportion by comparison. Its international finpact will
e small since we must, as I indieated, import, This fee attaches to such imports
enly when the price is excessively low and acts on price and not on the long-
term volume of necessary imports.

Thus, this legislation proposes a minimum floor on the price of lead and zinc.
It does not, and eannot, guarantee any producer a profit. It does not artificially
increaxe price, As a matter of fact, it will still leave lead and zinc prices at
Largain rates, On a price-index basis, copper is at 177 of the 194749 price,
nonferrons metals generally at 143, but lead recently was only 94 and zinc a
shade better at 101. This fee will swing in only when some temporary con-
dition drives the mnrket price below that listed in the bill, Its value then, is
that it irons out the bottom swing on prices and insures that a surge of imports
from foreign production will not cloce every domestic producer. At the rates
proposed in this bill, life will still be tough for domestic producers, but it will
give them a chanee to compete with lower-cost producers overseas.

Some may still see this as a boon to long harassed domestic producers, but
it ix just commonsense. If a trend line of demand and supply is calculated, it
is safe to predict that a price as low as the present price will not be maintained
in the long run. If we lock in our remaining domestic producers now, we will
have them later to help hold down the price. 'We cannot expect them to survive,
however, with increasing material and labor cost unless we insure some balance
between such increases, including taxes and price.

R P T e g
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Let me reemphasize in conclusion that the marginal mines are long since gone.
We are now holding the fate of our most efficient producers and time is fleeting.
Past governental programs are running out. We tried to prevent this present
minerals depression by preserving the premium-price plan, That failing, we
tricd other programs, including tariff proposals, direct purchase, and barter.
The Industry tried to find relief through the congressionally sponsored escape
chiuse of the Trade Agreements Act, and got such a recommendation from the
ariff Commission, but it was not accepted by the administration at that time,
1t was during that blast that the biggest wave of closings occurred.

I have given you a listing of the efficient producers which bhave closed just
recently, or are about to close, in western Colorado, Without promise of relief,
amd very soun, those now struggling to survive will come to the end of the road.
These mny be small operations by some standards, but as the most recent wire
I have from the Silverton Chamber of Commerce indleates, “In this (the great
San Juan) mining distriet of Colorado, 5,000 people depend on mining for a
livelihood.” ‘This is all the industry the area aren covering Silverton, Ouray,
and Telluride, in a great triangle has, except for tourists, and we have ghost
towns cnough for that already. 1 urge you to approve this proposed import
fee while there is an industry left to save.

Senator Marone. T would like to ask the Senator a question.

Senator, I think you have made a very good statement, and you
have been here in the Senate a while now, and you can see how these
things are operating, but I would like to read this to you.

First, you are familiar with the fact from 1934 to 1957 the taviff
on zinc—just take that for example, the others are about the same—
was cut from a cent and a half to six-tenths of a cent a pound under
the 1934 Trade Agreements Act now bring administered in Geneva
by 3+ competitive nations. You are familiar with that situation?

Senator ALworr. Yes.

Senator MavLoxe. This hearing would be very interesting to you.
It is part IV of the hearings on H. R. 1, March 21, 22, 23, 1955, when
the 1934 Trade Agreements Act was extended 3 years, and now ex-
pires in June 1958. So I asked the Secretary this. The purport of
the question was:

Could you lower the tariffs or duties and close down any industry in the
United States, knowing you were doing that if in your opinion it would be of
benefit overall to the United States?

His answer is yes ; but. the question then on page 2036 :

Senator MALONE. I was particularly interested, Mr. Secretary, in your frank-
ness in explaining the latitude under this bill. As I understood your testimony,
you are under the impression and yon so interpret it—and I believe you to lhe
entirely correct—that the position of the United States is strengthened by it.

You have some authority for that through coordination of domestic indus-
tries, agriculture, and manufacturing and mining, and so on. If you believe
the coordination of these domestic industries is furthereq, or if you believe that
an important international situation is involved that would prove to be an
overall strengthening of the United States position then you have the authority
under the 1934 Trade Agreements Act, as amended, to make any trade agree-
ments within the limit set down by Congress, That includes lowering duties
on any particular product that you think might result in additional markets
for certain nations or areas, thereby strengthening us through friendship, or
to increase our exports in another important category? Is that what I under-
stood you to say?

Seeretary DuLLEs. Substantially so. When you say “you,” I assume you are
referring to the President.

Senator MALONE. I refer to the President, knowing full well, of course, that
it is generally understood the President leans heavily on the State Department.
That is true, is it not?

Secretary Ducres, He takes the advice of a whole series of departments.
He takes the views and advice of the State Department, or better, he listens
to the advice from the State Department particularly in relation to the inter-
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nationnl nspocts of the enxe, e lktens to other deparetment hends with refation
o the dowmest e aspects of (he ease. Then he mnkes Che doclston,

Nenator Matoxze Yeso D osuppose that o be the case heeause of the -
portance that hax beon put oo iternationn? affaivs, to keep the peace nd o
hold the alliexn o gain progpective allies, and that belng yone fleld mostly, 1 uop-
poxe the emplinsis and the pubifeity has been mosily in your divection,  Bat in
any eaxe, i1F he belfesex an overall strengthening of the United Stntes conld re.
sult, then e conld do that very thing, e could renreanece the fiimports of oane
fndustey hoping that that might vesabt fn more esporte fn nnothey indostey
even 4 1 did ot and # wonld steengthen us infornnttonndly, oe o the long ran be
of benetit to the United States, then you contd mnke the teade?

Necrvetary Drrres, W he belteves wlthin the authovity of (he aet he conld tnke
action which on an overnll hasts contd benefit the United States, e wonld eer-
fainly have sathovity (o doe it

And of conrse, Senator, that is what they have done,

Now, we have extended that act until 1958 in June, and 1 wonld
stmply say to yon that we have abandoned the prineiple of protection
up to the amount of the difference in the tahore cost cnd the tax, up to
the amomnt of the ditference in the Taowr cost. or the taxes or cost of do-
e business in this countey, and 1w (he chiel competing conntries
which was our principte in Congress for many vears,  Now it is in the
hands of Geneva, and under the General: Agrecment on “Paritfs aond
Trade, and they have the authority, <o testified hy Seeretary Dulles, (o
close down any industey, the mining of any product, the production
of textiles or anything else, if they think the teade will inerease, per-
haps, exports in another industey, to make a ditference, or il even, ns
he xo testitios, it does not result in suel an inerease,

U ho believes that the friendships <o gained, the allies and the in-
ternational position of the United States is strengthened, then he ean
close that industey or vestriet i€ or in any way they eare to do. You
do understand that : don’t you?

Senator Avrore. Dounderstand that, 1 think the general prineiple
of these people who want to open up trade is desieable, but T don't,
think that it <hould be opened up to the place where it destroys our
own industry,  And T anght say this: The unfortunate part about it
i that when vou compete with lead and zine or tungsten, or any of
these other immerals, and in managanese, and import them into this
conntry. the money that we pay ont when omr Amerieans purchase it
doesn’t gro to Iabor in foreign conntries,

Senator Moz, Of course not,

Senator \vrorr. It goes ont ina few cents a day labor, and there-
fore there is never any opportunity veally to develop. 1t goes to in-
vested wealth, capital wealth, and the government,  Under the sys-
tems i existence, for example, in most places in Sonth Aweriea and
South Africa, theve i= no chance for the workmen to become better off
and therefore demand and crveate a demand for our eapital goods,
which is the thing that would help us,

Senator Maroxe, But we do tend to hold that particular govern-
ment 1 power, and it iz often a dictatorial power that we don’t like
very well anyhow: isn't it? Tt holds that government. in power by
giving them that concession,

Senator Artorr. There may be many, many other factors that have
to be considered.

Senator Maroxe. That iscorreet : but the point T would like to make
with you. and I have been making it here for 11 years 1 have bheen
on this Senate floor, that is that we have utterly abandoned working-
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men and the small iovestor in this Nation, and put them in the hands
of people here in Washington who have infernational ideas of
strengthening the overall setnp, when as nomatter of faet the way we
enme (o be liu- nation we are is that we simply protected Ameriean
industry to the point of the difference in the wages and the difference
in the cost of doing business,

Seaador Aurore, Aad D ihink it shonld be,

senntor Marone, And then it only becomes a question of who s
goig to do it and the Constitution of the United Stafes in artiele I,
section 8, says Congress shall do it and we have set the Tariti Com-
mission up and given them specifie instraetions under the 1950 “FarilY
Act to determine the ditfference in cost in the production of an article
or o like article inoa foreign conntey, and recommend that 1o be ti.-
duty or the taritl,

TEthat were the case here il there were o taril cuddenly placed on
the two materinls under consideration, that would make the ditference
in the labor, the effeetive difference here in the taxes and the cost of
doing business, and in the chief competing nations, you wonld be in
businesss wonldn’t yon?/

Senntor Nvvoer, 1 wonld expeet <o, T want to eall the Senator's
attention to the fact that this is nothing new. T reeall baek in 1053,
1930, and 1930 when that portion of our country was under a very
great dronght situation similne to the one we have just experienced.
I made a systematie exanmination of some of the wholesale markets,
They wonldn't compare with ome wholesale markets then, Safeway and
that type of thingoand SO pereent of the tinned meats on the shelves
at that time were from Urngoay and Argentina, so this is nothing
new, and [ think perhaps we have gone overboard in many respects
in this so-ealled free teade,

Senator Mavone. We have applied this to the livestock industry,
wool, meats, and evervthing else.  As aomatter of fact, I will make
this statement and debate it with anybody any place.  There is no
product that you can’t import from a low-wage nation somewhere in
the world, and lay it down here and produce it cheaper, no matter
what it is, ven the great automobile companies now are starting
to import small ears, "They can make them cheaper abroad.  Ford
has heen doing it ever sinee the situation has heen like it is, and yon
cannot blnme the people for investing their money abroad.  The only
thing vou ean do is blame ourselves--we are the Members of (‘on-
gress—-for making it possible,

Senator Avvore, Thank you very much, Mr. Chairman.

The Cramestan, Is it the pleasure of the committee to recess until
ths afterncon, or to hear the next witness?

Senator Kere, Mre, Chairman, T would be glad to do either., There
is 0 witness here, M, Thomas Kiser, from Oklahoma, who wants to
be heard.  Will the committee be in session in the morning?

The Cramsian, That is the intention if there is need for further
testimony.  If we ean’t finish this evening, the Chair will be glad to
meet (OMOrrow Morning,

Senator Maroxe, Are we allowed to meet while the Senate is in
session, Mr. Chairman?

The Cramrarax, We haven't got the privilege vet.

Senator Kere. 1 would like very much to be here when Mr. Kiser
festifies, T can’t be here this afternoon.
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Senator Benverr, Mr. Chairman, T would like to suggest that Mr.
Kiser he permitted to testify now, and the committeo stay in session
until the Senator from Oklahoma has had a chanee to question him.

The Cnamaman. The nest witness is Mr. Thomas Kiser, an inde-
pendent mine operator.  Senator Kerr, will you take the chair, please.

Nenator Bexzerr. Me. Chadvman, at what time will wo meet. this
afternoon?

The Ciaryan, T'wo-thirty this afternoon, and then at. 10 o'clock
tomorrow morning, provided there is need for further hearing,

Senator Kexe, T would like to put into the record at this point o
statement by Representative Edmondson, Member of the Ttouse of
Representatives from Oklnhoma, in whose district the 'I'ri-State Tead
and Zine Orve Producers Association and its members operate.

(‘'The statement. referred o is as follows:)

NSTATEMENT OF REPRESENTATIVE 16D FDMONNSON

Mr., Chaiviaan, on behalf of the people of Oklahoma's Second Distriet, who
are the vietims taday of dixastrously low prices on tead and zine, I want to thank
this committee for holding these hearings and going into this important problem.

In the tristate mining avea of Oklahowma, Missouri, amd Kansas, which for
more than half a century has been a major producer of lead and zine, these hear-
fugs are amony the wost important ones helng held in the SGth Congress.  Liter-
ally thousaidds of people, who depeond diveetly npont - healthy dosnestic lead
and zine mining industry for their Hvelihood, ave grateful for this opportunity to

present the facts in Washington,

The miners and mine operntors of our district have an able spokesman in Mr.
Tom Kixer, representing the 'fri-State Lead and Zine Ore Producers Association,

My, Kiser ean tell (his committee the facts concerning the widespread unem-
ployment in our area, and the absolute impossibility of operating mines at a
profit at prevailing prices.  He ean also demonstrate the direct cause and effect
retationship between present-day record imports of lead and zine into our country
and the depressed condition of our domestice industry.

11 you believe In a strong domestic mining Industry, you are sure to agree
that some steps are essential to proteet our lead and zine producers. If you
beolieve in the reciproeal tende agreemoents progeam, you will surely agree that
national support for tt is being undermined when an essential domestic industry

is allowed to be dextroyed under tts operation.
T want to give my full endorsement to the testimony of Mr. Kiser and to join

him in urging quick action by this committee, before it is too late.

Senator Kerr, Mr. Kiser is one of Qklahoma’s distinguished and
able citizens representing one of Oklahoma’s great industries, and
they are keenly interested in legislation that will remedy the situa-
tion sought to be helped by 8. 2376, now under consideration,

All right. Mr. Kiser.

STATEMENT OF TOM KISER, VICE PRESIDENT, TRI-STATE ORE
PRODUCERS ASSOCIATION

Mr. Kiser. Mr. Chairman, committeemen, I am Tom Kiser, vice
president. Tri-State Ore Producers Association. I am here to repre-
sent the association, small miners, retail merchants, civic organiza-
tions, schools, and anyone else affected by our economy.

The tristate district, comprised of Okiahoma, Kansas, and Missouri,
covers an area of approximately 100 square miles. There are approxi-
mately 85,000 American taxpayers in this area whose economy is
very much affected by the drastic reductions in the price of lead and
zine—I might add that even though our trucks and tractors, drill
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steel, blasting powder, and many other supplies are jobbed locally,
they are manufactured elsewhere, mostly in the Joast.

We of the tristate district, want to thank the Interior Department
for establishing the peril points at 14.5 for zinc and 17 for lead. We
feel that at that price we can operate at a fair and reasonable profit
and do some (lovellopmc-,nt work.

No doubt. you gentlemen are aware that we have been operating
on 16-cent lead and 13.5-cent zine until May of this year, When the
wice broke to 14-cent lead and 10-cent zine, which was brought about,
y ever-inereasing foreign imports, no doubt encouraged by our liberal
foreign-aid policies. developing, and equipping foreign mines.

While many tristate mines and other mines in the United States
have suspended operations, others have et back or curtailed pro-
duction, hoping for some emergency action that will enable them to
survive the erises. Tlowever, if something isn’t done soon the situa-
tion will grow continually worse. Tt seems to be a process of elimina-
tion; eventually every mine in the tristate district is most likely to
be forced out of business beeause of foreign imports. Along with
them will go the various supply houses, retail merchants, and the whole
cconomy of our area.

The tristate district has produced well during three major wars
and will do so again if called upon, provided it has a fair price to
maintain it now, Therefore, T want to urge you gentlemen on this
committee to give us your support in establishing these peril points
the Interior Department has recommended. 1Towever, due to the very
recent, inereases in the cost of electric power, hlasting powder, work-
men compensation insurance and steel, and the fact zine has dropped to
10 cents and lead 14 cents, which T am sure is much lower than the
Department ever anticipated, we of the tristate district would like to
have some assurance the peril points will be maintained. There is
possibly a million American taxpayers in all the combined lead and
zine districts of the United States who are directly eoncerned or in
sympathy with lead and zinc miners, who would also like to see
some assurance of the peril points being maintained.

To do this we are going along with the Emergency Lead and Zine
Comnittee in asking for amendments which should assure the peril
points are maintained.

Senator Kerr. Thank you very much, Mr. Kiser, for your state-
ment that corroborates the evidence already before the committee and
firms up the establishment of the necessity for action by the (‘on-
gress if this great segment of American industry is to be enabled to
operate in an environment in which it can survive.

Mpr. Kiser, That is right.,

Senator Kerr., Are there any questions?

Senator Maroxe. Mr. Kiser, your statement is very interesting to
me. It merely follows the general information that has been pre-
sented to this committee for many years. But you are living in the
area and know the setup. Now how did it happen that the duty or
the tariff on zine and lead was cut in the first place?

Mr. Krser. Sir, I really don’t know. I am just a practical “iiner,
but I assume to encourage foreign imports at the time of necessity
when they thought our country needed an abundance of lead and zine.

Senator MaroNe. You are generally familiar with the fact that

there was a cut of a cent and a half a pound ?
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Mr, Kaiser, Seven - tenths,

Senator Mavoxe, Six-tenths, That s what this table says; but,
nevertheless, the principle is the same whether it is six-tenths or
seven-tenths cent. Under what aet was that. aecomplished ?

Mue, Kaser, Dreatly don’t know,

Senator Mavoxe, T think, My, Chairman, this is o (ypical ease,
Here s aonan that works hard and is out in the country (ryving to
make a living and was making one under the goneral Tows as set down
under the Constitution of the United States, and suddenly he s
without an industey and without a joby and he doesn’t understand
what happened,

What happened, for your information and il there is any differ-
enee inopinton, of course, T have always offored to debate with any-
bo 'y oan that part of i+ for a long number of years we continually
raised o standavd of Tiving above that of the world, the wage stand-
ard of Tiving, through the imposition of what the Constitution ealls
a il duty, Tnavtiele Lisection S, of the Constitution we have come
toeall it tavits they have ealted it import exeise there,

To make the ditterence in the cost in this country, wages are con-
tinnally vising, and we have all had o hand in that. That is the way
we have ereated a market in this Nation,  The difference in this
Nation and others is that labor gets a part of all this inerease in pro-
duetion profit, and they spend it vather liberatly, =o it results in the
bost m:w\w! in the world, as a matter of fact the only market in the
world where vou ean sell anything and get the money, unless we have
alveady given the money to them (o buy it which we do very liberally,

Now in 1935 we veversed that field and began to encourage impor(s,
In 1930 we had a il of a cont and a hatf which may or may not
have been vight. We may have needed a Tittle more or a little less,
but on the theory expounded by Mr. Dulles in his testimony before
thix committee in 1955, which 1 have alveady read, where he says that
the 1931 Trade Agreements et as extended - -he was testilying on the
extension vight herve in this committee in 1955, and the Congress later
extended it to June 1933 - that the President of the United States -
that ix what the law reads, but it means the State Department. for all
practical operations- -could manipulate the tarifls or duties down-
ward if he theught by eurtailing the production in an industry, or
closing it entively, it would result in sales of other products abroad,
or even if it did not incerease sales, if we thought we were strength-
ening our position with our allies and with the world, that they had
full authority under the 1934 Trade Agreements Act to lower that
dutv or taril,

New. we have continually done that for 24 years; and we arve still
doing it. ‘The only thing is that the 1934 Trade Agreements Aet also
meluded authority to transfer this operation to any area on earth,
and in 1917, the President transferred it to Geneva, wheve now 31
foreign nations are busily engaged in further lowering our tariffs
and our multilateral trade agreements, that vesult in just what you
are complaining about—but the Congress authorized it, and you
can only blame Congress.  You can’t blame these people who invest
their moneyx. beeause they invest it where it will bear interest and
where it will malke some money.
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But you can blame the Congress for bringing abont. the condition
vneler which this thing is profitable. Now, if you understand that,
and T hope you will read the act, read that testimony quoted from
nt. puge 2000, which begins, however, on page 2083, the hearings on
LR L paet 1y Maveh 21 25, 1955 -1 think the reason our citizens
don’t pay foo mueh attention to these things is beeanse they still can’t
heliove that Congress wonld do that to them.  You just can’t believe
it yet, but they did,

Now, it expires inJune 1955, and if s up. And it will be up right,
hefore this committee for extension. That is when I want to kil it,

Sinee T have come here to this Senate, one of my main objectives is
and lias been 1o kil this thing, Tt s the heart. and soul of the inter-
national theory of the gnys of the wealth, T think all you prospeetive
vitne ses ought to familiarize yonrselves with thiz, heeanse vou are
coimge {o inee this thing next year,

The Ollice of Trade Cooperation is before this commitiee now,
which wonld approve what they are doing in Geneva, They had
the International I'rade Organization, which is just. ke the Office
of Trade Cooperation, in 1951 or 1952, when this committee turned
it down —or at least. the Senate did,

So the basie thing that is affecting you is the new policy and prin-
ciple in the United States of Ameriea on foreign trade. It isn’t
that. anybody wants to hurt you particularly, but you are just in the
line.-of five, and you are just as helpless as a baby in arms as long
as that law s in effeet,

So I would ask you theny do you consider that you ave subsidizing
an indusiry when the duty or the tariff or the fixed price only makes
it diflicult in the Amerviean lahor cost and the cost of doing business
here, including taxes and in the chief competing nations?

Mr. Kiser, [ wouldn’t think so.

Senator Marone, You wouldn’t consider that a subsidy. T wouldn't
either. T agree with you. If you have to go above that to hold an
industry that is important to this Nation, then it would be a speeial
acl of Congress, and it would be a subsidy,

Now are you familiar with the peril point and escape clause that are
stipposed to take care of all of vou people out there west of the
Potomae River/

Mr. Kiser. | know abont the figures on it. 1 don't know whetlier
I am thoroughly familiar with it or not,

Senntor Marone, They discussed it here—TI have been here 11 vears,
and almiost every time it came up with something new to salve the
thing over for another 2 or 3 years, ‘The peril point was, if an indus-
try is in peril the tariff or duty is lowered below a certain point, that
then they could come before the executive departinent here for relief,
There has been relief granted onee or twice, T think. in 6 or 7 vears.
The eseape clanse is the same thing. You can apply to escape from
this thing. They call it an escape clause because nobody has ever
escaped, T suppose,

Mr. Kiser. We tried.

Senator Maroxe., T know you did. So I want to point ont that if
you give relief under the peril point or you establish a trade agree-
ment for 3 years on the peril point. which is no doubt at that moment
where the tariff ought to be 10 minutes after the ink is drying on the

06130—57——6
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3-year contract, that particular nations, the chief competitive nations,
by manipulating the value of its money in relation to the dollar and
other arrangements which they can do by Executive order in these
dictatorial countries, they are right back where thoy started from, and
you are stuck for 3 years.

So the thing never had a chance to succeed, but it has Iasted for
24 years, and the only people in the world that can stop this thing
are the small investors and the working people of America. You are
a small investor?

Mr. Kiser. That is vight.

Senator Marone. Because you don’t want to go abroad ; you are not
able to go abroad and produce this stufl, so this is a fact. "This whole
thing from the beginning has been a difference of opinion or a battle
before Congress of smuﬁ business and the workingmen of America
and the international investors. That is just cold turkey, what it is,
and unless the workingmen of America wake up, and the small-busi-
nessthren, and start nnﬁerstundin,«: this thing, which you obviously do
not, tlhien you are a lost ball in a high wind, brother, and I just want
to let you in on that. Thank you.

Senator Kerr. Thank you very much, Mr. Kiser,

I submit for the record a statement by Mr. Robert C. Weisbrod,
representing Blackwell Zine Co., Inc., of Blackwell, Okla.

(The statement follows:)

Barer oF RopeErr C. WEISBROD, REPRESENTING BLACKWELL Zinco Co., Inc,
BLACKWELL, OKLA.

The Blackwell Zinc Co., Inc, is a wholly owned subsidiary of the American
Metal Co., Ltd. The Blackwell plant Is a horizontal retort zinc smelter and the
largost of its kind in the world,  In 19356 output was 82,600 short tons, or about
8 percent of the total United States slab-zine production.

The plant was built in 1916, It was designed to take advantage of locally
abundant suppliex of natural gas and to treat conceuntrates from the nearby
Joplin lead-zine mining field. As the output of this fleld declined and in the
absence of other adequate domestic mine production, Blackwell was forced to
use inereasing tonnages of imported concentrates in order to maintain and expand
capacity. Today the plant operates almost completely on foreign concentrates.
In recent years over 96 percent has come from Mexico.

The population of the city of Blackwell, Okla., is about 11,000, of which the
Blackwell Zine Co.’s 900 employees and their famities constitute over 33 per-
cent, 'The smelter's annual payrol of approximately $£4,500,000 is the dominant
factor in the economy of the city of Blackwell and it environs., All city opera-
tions, including amortization of honded indebtedness, police and fire protertion,
and other munieipal services, are paid for out of the profits of the powerplant
owned and operated by the city of Blackwell. DBlackwell Zine is the largest
purchaser of city power, and consumes roughly 40 percent of the output.

The smelter is also an important castomer of the loeal foundry and of loeal
tire, gasoline, and lumber distributors. It is a very large consumer of Okla-
homa and Texas natural gas, Arkansas coal, and Colorado and Missourl clays.
Movement of concentrates from gulf ports and from the Mexican border, coal,
clays, and other supplies to Blackwell, and shipment of slab zinc and byproduct
metals and metallurgical concentrates from the plant make up a sizable railroad
revenue in the Sonthwest. Last year the freight bill was about $2,400,000.

Move than half of the cost of operating a horizontal retort zinc smelter is
labor. Blackwell Zinc's average daily wage is about $21 per day, including fringe
benefits. The plant has a union-shop agreement with an affiliated American
Federation of Labor union.

The Blackwell Zine Co. is opposed to the import taxes on zinc-bearing ores
and slab zine proposed in bill 8. 2376. The company believes any tariff or tnx
on zine concentrates or metal is against the best long-term interests of the
domestic zine mining and smelting industry. Since an assessment on slab zinc
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usunlly Increases the domestle zine price over the world market price by a
portion of the amount of the assessment, the tax Is to that extent paid by the
domestie consumer.  Such Increases make more difficult zine’s competitive posi-
tion with other materials. For example, galvanized sheeting must compete
with aluminum sheeting for farm and industrial building applications. Zinc
base die castings must compete with aluminum bhase dle castings, plasties, and

stuinless steel for use in the antomotive and applinnce fields. )

If a higher assessment Is imposed, it should take iunto nccount the dependence
of Unlted States smelters on foreign concentrates and provide at least the
preferential treatment shown In the schedules of 8, 2376 for lead. Bill 8. 2376
proposes that the lead content of lead-bearing ores should be taxed at one-
half to two-thirds the rate applied against plg lead. On the other hand, it does
not offer the suine preference to zine concentriates on which the tax is 80 to 90
percent of the rate against slab zine. The company does not understand why
zine should not receive at lenst the same treatment as lead. The difference
between the ore and metal duties on zine Is barely equivalent to the metal-
lurglcal losses in smelting. On lead it 18 about 400 percent in excess of such
losses.,

The accempanying chart shows that domestic zinc smelters during the past
10 years have produced roughly as much «lab zinc as the United States con-
sumed. On the other hand, the domestie zine mining industry has been made
during the same 10-year period to supply more than 80 percent of the concentrates
required by the smelters In any one year. During the 10-year period, 1047
through 1956, the average was only 68 percent, despite price levels higher than
todny’s. This condition of inadequate supply of domestic mine production to
meet domestic smelting and consuming requirements has existed since 1939,

Increases in the assessient on zinc concentrates place domestic smelters at
a competitive disadvantage with the foreign smelting industry in bidding for
foreign concentrates. The existing duty on concentrates of (0.6 cents per
pound of zine contained is already a burden. By specifying possible assess-
ment changes every 3 months, 8. 2376 adds a further uncertainty to the future
cost of concentrates.

The Blackwell Zinc Co. urges that the tariff on zinc concentrates be removed.
At the very least the domestic zinc-smelting industry which depends on foreign
raw materlals should not be discriminnted against, Failure to give our industry
preference over importation of foreign metal can only encourage foreign coun-
tries to develop or increase their smelting capacity and to decrease their interest
in the United States market-—a market deficient in the raw materials the com-
pany processes and in the product the company sells. The United States should
have unimpeded access to the cheapest raw materials in order to keep its smelters.
roﬂn(tzrlies. and manufacturing industries competitive with that of foreign
countries,
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Senator Kenn, I submit for the record a statement. by Mr. W. 11,
Leverett, president. of the National Zine Co., Ine, of New York
City.

("The statement. follows :)

NATIONAL ZiNe (‘o,, INC,
New York, July 19, 1057,
CoMMEPITEE ON [P INANCE,
United States Senate, Washington, D, C.

GENTEEMEN ¢ We herehy submibt o written statement in connection with the
hearings of the Finnnee Committee on buport taxes for lead and zine,

We stipport the bill contnining the proposal of the Departinent of the Intervior,

However, s essential that in enncting higher protection fop lead and zine,
the tnx on zine ores he kept, lower than the tax on zine metal by an effective mor-
gin. 'The proposal does that for lead ores hut not for zine orey,
~ We support the Government proposat as providing for our domestie mines,
which hinve Jong steageled against depressingg odds, o minimmn necessary measure
of protectton, with which all reaxonable trade inferests shonld he able to agree,
We support the proposed sliding seale <o as to promote aetion in the new emer-
geney which faces many mines, althouszh we feel that a flat increase in the exijst-
Ing tarvitt by n reasonnble amount would have heen more effective, sinee shiding
senles have intvinsie disadvantages,  In applying the sliding scale, the 3-month
bage period of the proposal shoutd, in any event, he shortened, so a8 to mnke
the measure more effective nand prevent manipulations,

The differentinl between the tax on zine in ore and the slab-zine tax should
he the differentinl reconnuended by the Interior Department hetween lead bul-
lion and lead-benring ores, which differential vavies from one-half cont to 1
cont per ponnd of metal content,  I'he bill, as proposed, provides for zine a dif-
ferentinl between ore and metal tax of only one-tenth to two-tenths of a cent,

We operate a zine gsmelter and salfurie acid plant at Bartlesville, Okla,, with
650 cmployees,  We prefer to hay our ore supply from domestic mines, and
have done ko almost exchikively hefore World War 0 however, since domestie
zinc-ore production Is now admittedly insufficiont to sapply the requirements
of our country’s zine-consiming industries, we, like other sinelters, depend for
a substantial part of our orve requirements on Canada and Central and South
Americea.

Retting an Import tax on zine ore practieally as hich as on zine metal wonld
bring about serlous danger of shifting from our domestic smelters to competing
forceign smelters the processing of foreign zine concentrates necessary for in-
dustrial zine consumption, thus affecting hoth the assured supply of metal for
consmmers nd the effectiveness of domestie zine smeiters suclh as ours, which,
for half a century, has provided employment and produced in peace and war
essentinl supples of zine and byproduets, such as sutfarie acid, cadminm, @l
germanium, )

The proposed import taxes on lead bullion (1 ta 2 cents per pound) and «labh
zine (one-half to 2 cents per ponnd) will directly snpport atd enhanee the do-
mestie metal pricex, which are the controlling factor for the payment the mines
receive for their produect., At the same time, these taxXes are not so high that
they would disrupt long-established, essentinl patterns of supply, or that they
wonld price zine out of its highly competitive indnstrial applications,

Netting the zinc-orve tax lower than the slab-zine tax hy the differential now
contained in the luterior Department recommendations for lead will not weaken
the protection afforded by the bill to domestic mines, but will enable enstom
snielters sueh as ours to acquire ore supplies withont being elimninated from the
foreign ore markets by zine processing plants in Western arope, Peru, Ans-
tratin, the Relgian Congo, and in other foreign localities where such foreign
smelters, hecause of geographic location and Inhor sitnation, operate at a vastly
lower overall cost to market than our own smelting industry,

In fact, by subjecting zinc ore imports to the Uniteild Statex to the full tariff
increase, we would depress the value of zine ores in foreign markets, thus mnaking
it possible for foreign smelters to buy their ores that much cheaper and furnish-
ing them the very means of overcoming any new tariff barrier with metal made
abroad from such artificially cheapened ores. Finally, a reasonable differential
on zinc-ore tariff, such as herein proposed, should go a long wayx toward gaining
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support for the measure among the traditional raw materinl supptiers of our
ceonomy, such as Canada, Mexico, Peru,
Respectfully,
W. 11, Leveweryr, President,

Senator Kerr. T submit for the vecord a statement by Mr. David
Laine, secretavy of the Ameriean Die Casting Institute.
('The statement follows:)

NTATEMENT OF DAVID LAINE, SECRETARY, AMERICAN D1 CASTING INNTTTUTE,
OProsING ZINO IMPoRT TAX PROVISIONS OF N, 23706

ZINO IMPORT TAX

The Amerlean Die Casting ITnstitute, on behalf of the dlecasting industry andd
fts 122 member companies, Is opposed to the fimposttion of additional tariffs or
excise taxex on fmports of zine,

The present proposals for a slding-seale fmport tax are no different from
previous provistons urged upon the Congress in past years, Our opposition
to such n tax, as in the past, is that i s a disertminatory tax as it affeets die-
casters and that it is unfair,  In addition, we believe it to be unnecessary and
unworkable.

We feel the tax to be unnecessarey sinee the prineipal basis on which 1t is advo-
cated s no longer valid. The need for maintaining a healthy zine-producing
industry as n matter of natlonal defense is the major premise used to support
the clalm for the tax.

() Government-owned stocks of zine ave at levels far bheyond the original
steategie stockpile goal and no current forecast of use is avallable to support
the clnim of possible shortage in the event of war,

() To the contrary, the Office of Defense Mobllization presently, and the
oemergeney agenceles in the past, recognlze that the mobilization supply base of
the United States includes the zine in Canada and Mexico—-the two sourees which
will be most adversely affected by the imposition of an import tax.

We feel the tax to be unfair sinee it amounts to levying a tariff on a com-
maodity not produced domestically in sufticiont supply to meet demand. Domestic
ore production is not now, and has never heen, available in sufficient tonnage or
of suficient quality to meet our domestic needs.

(a) Mistorically, the smelting segment of the zinc-producing industry has im-
ported concentrates of foreign-ore origin for its needs. These imported con-
centrates are used in the smelting process because of insuflicient domestic supply
and because they are of higher grade than domestic ores.

(d) The zinc-mining segment of the zinc-producing industry is dependent upon
the coneentrate importing policy of its alter ego—the smelters,

(¢) The proposed import tax will neither raise the quality of domestic ore nor
benetit the miner unless the smelting industry, through self-discipline, alters its
present practices. In 2055 slab-zine consumption reached an alitime high and
sales by smelters for Government account were equal to less than 1 month's
production, In 1936 demand from consiumers was reduced but smelting produe-
tion increased.  As a result, sales for Government account doubled, In 1957,
with demand further reduced, production was increased and sales for Govern-
ment account corvespondingly increaxed.  'With Government purchases providing
a ready market for undisciplined production far beyond domestic needs and at
high price. a production spree wuas in progress,  When Government purchases
were interrupted, the excess production beceame unmanageable and the market
fell apart.

The proposed import tax cannot cure irresponsible production policies.

(d) Since we are dependent on imports for adequate supplies of concentrates
and metal, or slab zine, the import tax is unfair. There is no oversupply of
domestic origin that demands protection. Mines are not closing because of this.
Mines are cluosing because the smelters continue to require foreign concentrates
for their processing.

We feel the tax to be discriminatory in its effect on diecasters.

(a) The diecasting industry is the second largest consumer of slab zine. Con-
sumption in 1956 is estimated at over 360,000 tons—some 41 percent or more of
total domestic use. All of this tonnage represents zinc of 99.99 percent
purity—special high grade. Metailic zine of this grade is produced by the elec-
trolytic process and represent a grade of zinc¢ which has not and cannot be
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domesticnlly produced in adequate tonnages from domestically mined ores, Im-
ported supplies of slab zine and of foreign concentrates have and are necessary
to meet the demand,  This dependence on imported supply is overlooked in the
proposed import tax proposals and, in our opinlon, represents an unjustified dis-
crimination agninst the diceasting industry,

(4) Domestic mines have never been able to meet the tonnage requirements for
high-grade ores from which spocful high-greade zine is produced. "The domestie
stelters have historleally Imported high-grade concentrates for producing special
high-grade zine and in spite of this have not been able to meet the requirements
of the dlecasting industry In many, many years.

Ahout 40 pereent of our requirelients for special high-grade slab zlne are
fmported from Canadn, - Without this Canadian metal there is not enough speeinl
high-grade zine,

1L appears {o us that these importations of speclal high-grade slab zine have
no bearing on the mining production of the United States or the operating rate
of the domestie zine mines, It appears fo us that no protection is afforded the
domestic zine mines by placing a tariff on special high grade which they have
not, do not, and cannot produce in the required tonnage, . Special high-grade
slab zine should not be related to prime western, as far as tariffs are concerned,
since I is produced domestically in insuflicient quantities by a different smelting
process from different ores and concentrates,

() The impact of an lmport tax Is not equal on all consmners. It falls heaviest
on those uses which contain the largest pereentage of zine in total product cost.
In a zine diccasting, 35 to 70 pereent of total cost js metal, Since diecastings
compete with other materinls and methods of fabrication, any fmposed price
increase can make our product noncompetitive, We know how precarious our
markets are. Our largest customer industry—automobiles—will not give us a
premium price to meet an import tax. Our volume of zine consumption will
drop, bringing further complications of supply imbalances and price instability.

Irinally, we heleve the sliding scale import tax to be unworkable.

(a) 1t will impose a rigidity of price artificially but it will not affect total
supply or supply or specinl high-grade metal,  The result will be a decline in
demand due to onr inability to meet competitive processes, followed by a drop
in price, an increase in tax, ete., nd nauseam,

(b) LIt will bring on uncertainty and Insecurity, inventory hedging, and market
manipulation. It will not bring stability of price or reassurance. These can
come only from balanced supply-—demand relationships which in the long run
will declde the fate of zine as a dependable, usable, economic industrial raw
materlal,

We, onee again, urge the Congress to direct an impartial study of smelter policy
and consnmer impact as they affect zine mining policy and request that no action
or an import duty be taken at this time,

Senator Krrr. Tsubmit for the record a statement by Mr, George E.
Biscayne, vice president of C. Tennant Sons & Co., of New York.
(‘The statement follows:)

SrareMiNT oF GrorGr E. BIscAYE. VICE PRESIDENT oF (, TENNANT Sons & Co,
or NEW York, Re SexaTi Resorvrion 2376

This company has been engaged in business in nonferrous metals for over
45 yeurs, Nince the United States became dependent on foreign sources for a
portion of its needs of lead and zine we have imported large guantities of these
two elements into this country in the form of both metal and concentrates for
delivery to United Stiates consuining industries,

We view with great concern the proposals new hefore Congress to replace the
duties currently being charged on lead and zine imports with a sliding scale of
excise taxes, The reasons for our concern cun be expressed under two main
headings, which are:

1. We consider that the necessity for increasing the import duties over
present levels has not been demonstrated. While it may be argued that
some form of assistance for the domestic lead-and-zinc-mining industry is
called for, we do not consider that increasing the import duties is neces-
sarily the most desirable or even the most effective way of providing such
assistance,

2. Were it nevertheless decided that an increase in duties is called for,
we fear the adverse effects on the United States domestic markets which



82 IMPORT TAX ON LEAD AND ZINC

might vesult from the sliding seale of taxes ax praposed by the adminis-
teation.

Our rensoning under these two generat headings is as follows

With respeet (o 1, above, there would appear to us to be 3 possible reasons for
increasing the current vates of duty on tead and zine, §. o, :

() Nteategle rensons concerned with the military security of the United
Ntales,

(h) Renxons based on the Govermmment's desire to avert unemployient and
assure the matntenanee of foby for mineworkers now engaged in the industrey,

() Reasons coneorned with the maintennnee of profitable husiness operations
by companies cogaged in the domestie-mining business,

It s not elear to us which of these vreasons o which combination of them is
the justltication for the present proposal to increase duties, We helieve it is
fundinmental to thix ixssue that the objeetive of this hill be clearly <tated hocause

t) While we are maturally not aware of the details of the dofense mobiliza-
tion base for zine and lead as established by the Government, we are aware that
the Government, through its vavtons stockpiting progeams, has acquirved very
substantial tonnages of both lead and zine metal over the past fow yearn, and,
aecording to recent statements mde by vesponsible Government oflicinds, the
Govermtment's long-term objeetives for stoekpiling these two metals have viectunlly
been reached,

According to pages 70 and 1530 of the United Ntates Buresu of Mines - Minerals
and Metals Comodity Data Xummaries, dated Jdanuary 1937 apart from this
veserve in stoekpile, two of this conntey’s largest suppliers of lead and zine nre
Canada and Moexico, who hetween them supply abhout 33 percent of onr lead and
72 perveent of our zine import requirements. These two countries ship most of
theiv metals and concentrates to the United Statexs by vail, and inan emergeney
they conld presmuably make all vail shipments, which is the means predomi-
nantly used by domestie producers,  ‘Thevefore, <hipments from these two coun-
tries wonld be no more subject to intervuption in wartinme than would he domestic
shipsments,  In faet, with the probability that sea teansport from Canada oud
Moexico to other markets might be interrupted, these two countries woulil prob-
ably he willing awd able (o supply more of these metals to the United States in
war than they normally doin peace,

It ix, however, our understanding that military or strategic reasons are in
any event not being subvanced as oa jJustitieation for the proposed incerease in
duties,

thy Aecording to paves 70 and 150 of the United Sates Burean of Mines -
Minerals and Metals Commodity Dxita Sunnnarvies dated Januney 1957 - the total
nutber of persons employed in domestie lead and zine mining for the years
1952 through 1956 hax heen as follows:

Nwwmhier of workers employed
Lead I Zine

1938 0 o s S.TN)] N )

 ELAE S femmeen e el NO308 ) 7,600

1055 .. 1 S, AT0 l T80

1934 eeen | 8600 N0
' i

We have not included the number of workers employed in United States
smelters and refineriox, beeanse most of these smelters and refineries are al-
ready treating large tonnages of imported concentrites, ax the following tabu-
1ation shows:
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United States supply of concentrates (per ABMS)

[1n short tons of metsl content)

Domuestle Imports
mines
LEAD
WH3 o IERR T BT
W e o e o ] B25,000 145, 000
F V. < N | 1} 1742, 100
WS L. .. o :m.(m[ 177, 000
R A
|1 hs 000 120, 0N
i 1, Y78, (KK)
ZINC
e e . i
1k R A B7,000 437,000
1451 e b ATRO00 BT, 0D
WS o e e .";I."mlmi 406, 000
Woh . . ‘ A3, (00 447, (60
E 2,074,000 | 1,677,000
| 3, 750, 000
i

[EPpROR P p———

Ax wil) he seen, these imporis represent 31 percent pins of the domestic sinel-
tors' total concentritte foed i the ense of lead and 44 percent plus in the ease of
zine. Presumably, it haport duties are not changed domestie smelters will he in a
hettor position to continue receiving this foreign feed, or to increase such for-
eign feed should they need it. ‘Fhere is, therefore, very little reason as far as
Wo can soe o consider an inerease of duties as being neecessary to protect the
doniestie simeiters,

Unguestionably it is the mines, especially those with high operating costs, who
stuffer as a vesnlt of low metal prices.  The above figures show some 8,600 work-
ers are employed in mining lead, and some 7800 workers are employed in min-
ing zine in this country,  To some extent these figures probably overlap, since
in many mines the same miner is mining lead and zine at the same time. Lack-
ing more detailed figures, we are assuming that a maximum of some 12,000
workers are employed in the domestic mining of lend and zine,

Whit percentage of these workers is likely to face nnetnployment as a result
of the current low metal prices? Obviously, not. 1640 percent.  Most likely not
more than 295 to 50 percent of the domestic mineworkers wounld he affected, at
the worst. It would appear, therefore, that our proper concern must be for the
3,000 to 6,000 mineworkers whose livelihood may be jeopardized by the present
distressed state of the metal markets.  Is the inerease of eurrent jmport duties
the best way of insuring employment for these men? We doubt it. The number
of workers involved, it our figure of 3,000 to GO is correct, represents an ex-
ceedingly small percentage of the tetal labor force currently employed in this
country, estimated at 66 million, and it represents an even smaller percentage
of the total population, Dy contributing to increases in the cost of these baxie
raw materials and thereby contributing further pressure on everyone's cost of
living, it appears to us that the tail would be wagging the dog,

In view of the recent comment from all quarters on the last inerease in the
doniestic price of steel, we would have assumed that the Goveriunent would pre-
for not Lo seek artificial inereases in the prices of other base metals,

We also have in mind the effect such duty inereases are likely to have on this
country's good friends in Australia, Belginm, Canada, Mexico, P'ern, and other
producing countries who can be expected to retaliate with new and discrimina-
tory tariffs against United States exports.  Is it not possible for the Government
to find some solution less deastie than a duty inereaxe which would provide
alternative cinployment for these mineworkers where necessary?

(¢) There ave o number of companies whose main source of income is derived
from the production of lead and zine. It is worth noting here that, again refer-
ring to pages 70 and 130 of the United States Bureau of Mines, Minerals, and
Metals Commodity Data Sunmaries, 1 firm in the United States supplies b1
pereent of the refined lead production, and this same firm, together with 2 other
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firms, supplies a total of B3 percent of the {olnl United States production. In the
ense of zine, 3 leading flems supply 47 percent of the total produetion, and these
3, together with another 3, hetween them supply 706 percent of the total reflned
gine praduction of this country. (The short notice that we have had of this
hearing has precluded our breaking down these flgures of domestically smel-
tered lead and zine, to show the percentage of mine production covered by these
figures.)

Has it been ascertained to what extent the Individual mining companivs face
a real financial logs because of currvent prices as distinet from a reduction in
profits?

1t appears to us probable that in endeavoring to protect some of the more mar-
ginnl mining compantes and thele stoekholders, the propoxed inerense in dutien
will have the wider effect of fuereasing prices for all, with o corresponding
windfall in extra profits to the handful of domestic mining companies who
between them, we believe, account for the largest portion of the total domestie
lead and zine production, Is it the intent of this bill te try to guarantee a profit
to the stockholders of the domestic marginal mines at times when metal prices
alone cannot do so?  Wounld such an intent be the proper reason for the imposi-
tion of increased duties?  While there ix probably merit in the United States
Government's desive to keep these marginal mines In operation, we bhelieve this
conld be done more effectively and with less harm to the country's economy as
a whole by some other form of price-support program to those needing it rather
than by such a sweeping measure as inereasing dutles,

With respeet to paragreaph 2 above in regard to the proposed method of
increasing the duties by sliding seale taxes, sinee lead and zine price chnnges
do not necessarily occur to the extent of a full 1 cent at a time, we must visu-
alize the slding-seale tariff in operation at varlous intermedinte price levels
based upon metal price changes of one-fourth cent at a thne, particularly since
this smaller unit of price change 18 likely 1o be encouraged by the proposed tax
scale. The following demonstrates our point ;

ZINC LEAD
Price; Tar cent) | Price: Tar (cents)
$1200. . ... 2. 00 U460 ... 3. 00
Q1225 .. 2. 00 SULTd . . 3. 00
S12.50. . ... e 1. 25 S5.00 . 2. 00
b3 P T 1. 25 SIS.25 . ... 2. 00
M300. . . 1. 25 SM560_ L .. 200
1326, L . 1. 25 ] 5 T T 2. 00
S350 . _ . ... 0. H0 600 . 1. 00
SM3.9h ... 0. 50 G285 . ... 1. 60
Q14000 . L. 0. 50 $I6.50_ - .. 1. 00
S14.25_ . ... 0. 50 676 .. 1. 00
S1450_ .. .. 0. 00 SM7.00_ ... 0. 00
3 B T T 0. 00 $17.25. . ... 0. 00

It will be seen that, at certain levels, if the domestic price declines one-fourth
cent per pound a much larger duty than one-fourth cent is imposed.  Apart from
the possible inequity of such an arrangement, it would also have the eflect
of causing abnarmally sharp flucnations in the outside world market prices, i. e.,
at a certain level a drop of one-fourth cent per ponnd in the domestie United
States price would probably cause n drop of 114 cents 'per pound in the world
price, and an increase of one-fourth cent per pound in the United States would
cause an inerease of 114 cents per pound in the world market, This type of un-
naturat Huctuation doex not make for a healthy market situation in the outslde
world. and in the long run might be expected to baomerang on the United States
market prices.  Also, the possibility of a sharp increase in the rate of duty is
likely to lead foreign shippers to move substantial tonnages into this country
ahead of the time they are needed in order to “beat the zun.”  Conversely,
when a duty decrease conld be expected, foreign producers would be encouraged
to hold up their shipments. In each case the effect is to aggravate the existing
domestic situation, i. e., on n weak market when prices were expected to fall,
foreign producers could he expected to ship here larger quantities than the market
could use, thereby exerting a further downward pressure on a weak market, and
when metal is in short supply, so that a price increase could be expected, foreign
producers would be encouraged to delay shipments, thereby depriving the market
of needed supplies and exerting further upward pressure on the market. In
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other words, stiding scale taxes, as proposed, hive the effect of contributing to
instabllity of domestic metal prices.

We believe that If any form of sliding-scale duty increase {8 adopted the scale
of changes in duty should be reduced to, say, one-quarter cent changes to corre-
spond with similar changes in the price of the metal,

Senator Kerr. The committee will recess until 2:30 o’clock this
afternoon. . .

(Whereupon at 12: 10 p. m., the hearing was recessed until 2:30
p. m., of the same day.)

AFTERNOON BESSION

Senator Bennerr. Gentlemen, I think we might as well get started.

We have a unanimous consent to vote just obtained a little while
aﬁo, s0 within the next hour and a half at the latest we will have to
tako a recess while whatever members of the committee are present
rush over and vote, but we will move along as fast as we can,

I am sure all of you who are here to testify or to listen realize that
the legislative situation is such that the finance committee can take no
action on these hearings until after the House Ways and Means Com-
mitteo has held its own hearings, has reported a bill, and then not
until after the House has passed a bill, so in a sense we are jumpin
the gun here today, but we are making a record which we can loo
back on it and when the House gives us a bill on which to work.

Apparently there are no other Senators who wish to be heard, and
the first witness to be called this afternoon is Mr. Charles Schwab, of
the Iimergency Lead-Zinc Committee.

Mr. Schwab, sit down and make yourself at home. I see ‘?'ou have
a prepared statement ; we will be happy to have you do anything you
want with it.

STATEMENT OF CHARLES E. SCHWAB, CHAIRMAN OF THE EMER-
GENCY LEAD-ZINC COMMITTEE OF THE UNITED STATES

Mr. Sciiwas, If time will permit, I would like to read it, I think,
because it presents the whole picture of the Emergency Lead-Zinc
Committee. It will not take me more than about 18 or 19 minutes.

Senator Bexyerr. You may proceed.

Mr. Scuwan. My name is Charles E. Schwab. I represent a major
portion of lead-zine mining and smelting industries of the United
States as chairman of the Kmergency Lead-Zine Committee. I deeply
appreciate the opportunity of appearing before your committee in
support of S. 2376, being the administration bill transmitted to the
Congress on June 19 by Secretary Seaton.

On behalf of our industries, I would like to express our gratitude for
the time and thought which the administration has given, and the
Congress is giving, to the problem of the lead and zine mining industry
in connection with the development of a long-range mineral policy of
the United States.

'The predicament of the lead and zinc industry of the United States
is so serious that a solution in the public interest, I feel quite strongly,
transcends any political or party interest. The action of Congress may
well determine whether or not we are to have a lead and zinc minin
industry in the United States that can perform a function essentia
to the well-being and security of the Nation.
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I do not intend to take the time of this committee with a historiceal
account of the trinds and tribulations of the lead and zine mining indus-
tey in the United States. This has been admirably covered in a report
of the United States Tarif Connmission on the lead and zine industries
which was published in May 1951, You may veeall that this report was
wade pursiant to a similar resolution by the Committee on Ways and
1\[(‘\"\ of the House,

The value of the lead and zine mines, smelters, and wlinolivs of
lhu United States is approximately 81 hillion, They contribute im-
portantly to the eeanony and defense of the Nation and specifieally to
the economy of 27 States,

2, Lead and mm' must compete ininternational markets and are
therefore dependent upon the prices prevailing elsewhere in the world.
Lead and zine ave internationally traded commaditios much like wheat
(nltml. and corn,

A, The President of the United States and Congress itself have
several times declaved their belief that we must maintain a strong
and vigorous mining industey in the United States for our nnllt.n'
protection as well as for our prosperity.

In 1953, the lead and zine miners of the United States were feeling
the impact of sharply inereased volumes of competition from lead and
zine miners abroad, ecausing mueh distress,  They followed the path
preseribed by Taw, seeking relief through an eseape-clause petition as
provided by section 7 of the Trade Agreements Extension et of 1951,
The Tavill Commission, after a most thorough examination of the
ll\(l'l\ll v and its problems recommended an inerease in the tarill’ of the
maximum permissible by Taw, that is, 50 percent above the January 1,
196, tavitl rates, You are familiar with subsequent (l(*\(*]()pnwnt%.
The President decided to resort to military stockpiling of lead and
zine rather than to aceept the reconmiendations of the Tarift Com-
mission,

This remedy proved temporarily hetpful, but stockpiling is drawing
to an end, and dev clopments have oceurred internationally tlnmm‘h
the stimulation of mine pm(lm'mm abroad which have offset, to a larg e
extent, the benetits derived by Govermment stockpiling.

In a letter of August 20, 1954, to the chairman of the Finance Com-
mittee, the President stated:

In addition, T am divecting the Sceretary of State to seck recognition by the
foreign countries which are prineipal sappliers of lead and zine that this in-
creased stockpile buying is dexigned to help domestic production and that they
will not themselves seek to take any unfairv advantage of it.

The record shows that imports of lead and zine into the United
States were not affeeted in the slightest by any eflorts the State De-
partment may have made to carry “out the President’s directive.

4. In 1956  the Government m~t1tutod the barter of surplus agri-
cultural commodities for lead and zine produced abroad. 'This was
done under the provisions of Public Taw 43¢, Barter was the prin-
cipal sustaining factor in the lead and zine market uniil the Depart-
ment of Agriculture suspended barter and established rules and regu-
Iations 1ecentl\' which virtually terminated the use of this Govem-
ment authority. As the Secretary of Interior so well stated in his
letter of transmittal to the Congress:

These Government procurement programs have served to bolster the market

for some time. but present market conditions are such that the lead and zinc
industries again are threatened with substantial injury.
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b, I understand that this administration is committed to a policy
of trade liberalization but may 1 respectfully point out that trade
liberalization does not. contemplate the use of export control, subsidy,
price control or quotas which are economic trade devices now used by
our Government for other commodities,

As a specific example applying to ourselves, price controls were

“imposed by the Government on the lead and zine miners in the United

States, during the Korean conflict which absolutely prevented them
’ . » . . . .

from reaping the benelit and stimulation of a world competitive mar-

ket. that. caused prices to rise to an unusually high level. Again the

Secretary of Interior correctly observed :

The threat of injury faced by these industries stems largely from actions taken
as a result of the Korean confiict,  The Federal Government at that time stima-
Inted production of many essentinl minerals at home and abroad in the free
world, Mineral raw materinls were needed to huild ships, tanks, gons, and plines
for immediate use, and in order to aceelerate stockpiling,  Price controls in the
United States held down the expansion of domestic production of lead and zine
and prevented domestie producers from taking full advantage of worldwide
domund,  TPoreign producers, not subject to sneh price controls, expanded pro-
duction rapidly.

Let me be specific. Foreign producers in Mexico, Australia, Africa,
and elsewhere were able to sell their products at prices of around 23
cents per pound for lead and over 30 cents per pound for zine.

In contrast, controlled prices here were 1714 cents and 1914 cents
for zines 17 cents and 19 cents for lead.  \s a matter of fact, the
ensuing shortages of both lead and zine in the United States compelled
some manufacturers to import these high-cost metals, whereas the
domestic miner was forbidden to export his output,

The effect. of the high prices prevailing abroad was to stimulate ex-

. . h 13 . . . *
traordinarily the production of the lead and zinc mines in Latin
America, Afriea and elsewhere, This was the forerunner of the flood
of imports to reach this country. The American miner did not have
any corresponding stimulus to prospecting or production, being under
strict price control.

The table below of the world mine production of zine bears on the
point. It illustrates in general how zine mine production abroad has
grown sharply. while United States production has declined.

World mine production of sinc

{Thousands of short tons recoverable]

1029 1938 1948 1955 1456

MextCo. o 302 311 218 232 220
) LA € 24 64 54 131 133
Cannda. .. 175 209 189 203 189
AUStralin . . e 215 307 229 312 313
Southwest Africa . 2 19 28 81 86
I'rench Morocco... ..o i i immcmaenaen 21 33 g8 96
Burma. .. ... 99 90 8 16 16
CHOTIANY - o - oo e e e e eane 119 106 25 74 ) 72
Ity e e et eeeceaaa- 2 44 33 51 52
Spain. i 162 35 30 . 67 65
Yugoslavia_ .. ... ... 11 ¢ 86 69 | a9 06

S Rl 1 706 %3 | 255 290
Elsewhere . . oo iiaiieieiaaann 228 ! 215 | 160 | 236 ! 243

Total. . o 1,375 | 1,588 ¢ 1,159 ¢ 1,855 1,871
United States. ... oo ) 370 | 390 | 338 348

World total..ocueaeiaenieaaae i 2,133 1,953 : 1549 . 2,193 . 2,219
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A similar table of world mine production of lead tells a similar

story for lead.
Weorld mine production of lead

I'Thousands of shorl tons) .
1920 1038 118 Hidd 105G

Mexleo... ... ... N J02 3n 218 232 220
) o | T e e e P2 04 ik} 18l 133
Coanadsy .. o . 175 200 180 208 180
Australin e e s i el 215 307 2 312 313
Southwest Afrles .. . . 2 19 28 81 80
Frenelh Moveeeo, . 0 00 0 L Lo 21 33 o8 .06
Burma . e el e it L1} L) 1 10
Qermany.. .. e e e 1o 108 25 74 7
Taly . . . . VN 44 KX ] hl n
|pin 1452 R 4 (1rg "y
Yuaoshivi 11 N (i1} " n
U 8080 R, - . . R n 81 2hHh patll
Elsowhere. ... . e e e 2.8 210 160 236 243

Total . ... . L. . P 1,478 1, 884 1,180 1, 864 1,87}
United States ... . . oo el i) 370 300 338 348

World totadl .. . . . 2,133 1,953 1, 549 2,103 2,210

2 S i o s e e o e —— _—— . e e m i crammea 4 em = am e e e —

1 Sonreco: Amtertoan Burean of Meta) Statisties,

6. T strongly believe that when the Federal Government, in the
interest of national seenrity, enters upon commodity markets, as it
has in lead and zine, it has mltnnmtivnllly assumed full responsibility
for the results of that entry.  When in times of emergeney it is nee-
essary for the Government to keep prices within limils \\"?\ilv at the
same time stimulating produetion of essential material through various
assistanee programs it should also be prepared to correct the abnor-
mality it has created as soon as it is apparent that the condition war-
ants correction,

Fead and zine are classie examples of what can be done to improve
supplies of strategic materials by Govermment stimulation but they
are also classic examples of what happens when conditions revert. to
more normal patterns and artificially stimulated output is forced upon
competitive markets,

Domestie producers because of high wages and other cost factors
peculiarv to tfw domestic economy are forced to take the full brunt of
correction.  Mines have closed and the welfare of communities de-
pendent on lead and zine have been adversely affected. Indeed, the
mdustry has been plunged into an emergency condition with lead at
14 cents per pound and zine at 10 cents.

Ordinarily in commodity markets, when production can be indi-
vidually adjusted by the producer, it is reasonable to expect some cur-
tailment of operations as prices decline, and conversely, an increase in
production when a rising market signals a growth in demand.

That is an economic charactevistic of practically all free markets.
But some foreign governments, notably Mexico and Australia, do not
permit their lead and zine mines to curtail or close, except under severe
penalties, for fear of creating serious unemployment. This policy
tends to prolong periods of depressed prices. American mines should
be protected against it.

7. T believe it is unnecessary to illustrate the rapid increase in the
cost of materials and wage rates in American lead and zine mining,
Also, practically every mining district in the United States faces a

P
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combination of a declining greade of ore and rising costs of produetion,
and there is little the mining industry ean do to alter either trend,
Indeed, the whole world must. look forward to a growing use of lower
and lower grade ores,

Ameriean engineers are noted for the engineering and scientifie skill
they have apphied to making lower grade ores commercially profitable,
but. unless there is a reasonable price for their produets, there will be
little incentive to continue,

8. I'should like to point. out also the faet that although competing in
the world market. the American lead and zine producer has to buy
much of his equipment in a protected market, and that even his food-
studls come, in part, from an agriculture that is heavily subsidized.

[owever, his wage rates are established nainly by and related to
the rates of other industries, such as conl and iron mines; many of
which are eaptive mining operations unaflected by international com-
petition, but amenable, beeanse of their unique physical condition, to
a degree of mechanization unapplicable to the type of mining in which
most lead and zine is found.  Last but not least, he is taxed to provide
linancial and other assistance to some foreign mining operations under
our foreign-aid program,

9. I am confident that the lead and zinc mining industry would like
{0 stand squarely on its own feet. with no Government, assistance what-
soever, but this is impossible in the economic circumstances under
which lead and zine mining has to be conducted in the United States.

The traditional method for aiding the mining industry when it
requires assistance is through an appropriate tariff, and I am grati-
fied to see that the long-range mineral program of the Administra-
tion recognizes this approach, for it must have explored every avenue
open_to the GGovernment, such as subsidies, quotas, and stockpiling,
to help foster a strong and vigorous domestic mining industry.

10. At the time the Tariff Act of 1930 was adopted, the protection
accorded lead mining in the United States was roughly 50 percent.
'The miners made no attempt at that time to increase tKeir rate. It
was the same rate that had existed since the Fordney-McCumber
Tariff Act of 1922,

They could not, of course, have foreseen that the Nation would, in a
matter of a few years, be engaged in World War 11, and that inflation
would completef;r undermine the lead and zine tariff structure estab-
lished by Congress.

Obviously, the specific tariff rates on lead and zinc fixed by Congress
noved of ¢ iminisfling value as inflation progressed. Had the miners
seen protected by an ad valorem rate of 50 percent instead of a specific
rate, they would not be before you today endorsing an upward adjust-
nent of their rates.

T'he spirit of the Reciprocal Trade Agreements Act contemplated a
reduction not to exceed 50 percent. Subsequent revisions of the act
permitted a further cut of 50 percent, but none intended to reduce the
taritf protection from 50 percent to the 8 percent which prevailed just
a few months ago. )

11. T am appending a table which shows that foreign producers
have swamped the domestic lead and zinc markets with imports to a
degree that must be corrected. _ i )

In some cases, practically the entire mine production abroad has
sought a home in the United States. Now it is all very well for us
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to permit our foreign friends to share our markets, but I submit that
when they flood the country with practically their entire production
or the major portion of it, and thereby depress our own markets or
force our domestic mines to close, it is time to call a halt. 'Two tables
appending show the extent to which foreign lead and zine mines ship
their outputs to the United States.

12, Coming to the specific bill, S. 2376, unfortunately, adjustments
upward of the lead and zinc tariffs as provided in S. 2376, which
broadly follow the recommendations of the Tariff Commission of 1954,
are not sufficient to give the assistant the domestic mining industry
needs currently.

In this connection, the President observed in the letter he wrote to
the chairman of the Finance Committee on August 20, 1954, as follows::

After a thorough review of the lead-zine problem, I am convinced that a serious
question exists as to the magnitude of the direct benefits that could be expected
from the recommended tariff increases.

It was one of the reasons given for resorting to military stockpiling
and barter to aid the lead and zinc miners instead of tariff measures.

13. With respect to the provision of S. 2376, we respectfully submit
the following:

(a) The peril point of 17 cents for lead and 1415 cents for zine
conforms to the early 1954 studies by the Tariff Commission. Note-
worthy, domestic prices of 16 cents for lead and 13145 cents for zinc
were supported by means of governmental stockpiling and barter
programs. Also, with respect to the proposed peril point, during
the Korean conflict by governmental order ceiling prices of 17 cents
to 19 cents for lead and 1714 cents to 1914 cents %or zinc were estab-
lished; and during this time tariffs on lead and zinc were suspended
subject to reinstatement if either metal dropped below 18 cents. This
is clearly Government recognition of the reasonableness of the peril
points envisaged by S. 2376. ‘

(b) We respectfully submit our conclusion that the schedule of
import excise tax rates proposed in S. 2376 do not meet the criteria
gf]the peril points developed over the past few years as I have indicated

elow, :

Take zinc for example. Today’s domestic price is 10 cents, If the
administration’s schedule of excise tax were in effect—with the pro-
Bosed suspension of present taritf—the domestic price would only be

etween 11 cents and 1114 cents—2 cents excise tax minus 0.7 present
tariff leaves net gain of 1.3 cents. Thus, the schedule of excise tax in
S. 2376 falls far short of providing a domestic peril point price which
was intended and one at which the United States industry can regain
its strength.

Similarly for lead with today's price of 14 cents. Subtracting
present tariff from the proposed excise tax, the domestic price would
still be less than the peril point of 17 cents. In addition should lead

drop further to 13 cents or 12 cents, as well it can, the proposed excise’

tax falls short of its intent to provide adequate peril point.
The following tabulation will help clarify the differences in the
tariff and excise schedules, present and prospective:

G
¥
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Pig lead
{All figures in cents per pound)
United States price
17centsor| 16to 17 16to 16 Below
above oents cents 15 cents
1. Presant tarifl. .. ..o omeooere e e ez eneanans 134 14 1348 1M4e
2. Tarlft Commission's recommendations, May 1954.... 2.65 2.55 2.55 2.25
3. Administration bill.. . ... eieeiiiian 0 1.0 2.0 3.0
4, Industry recommendations. .......cecaieeoiiimiaann- 0 3.0 4.0 5.0
Sladb zino
United States price
1444 cents | 1314 to 1414 | 1244 to 1314 | Below 1214 _
or above cents cents cents
1. Present tarlfl e iiiiiiciiiaanns 0.7 0.7 0.7 0.7
2. Tariff Commission’s recommendations, May 1054.... 2.1 2.1 2.1 2.1
3. Administration bill...__ ... ... 0 .8 1.2 2.0
4. Industry recommendations. . ..o.oeeocoiaiiiino.. 0 3.0 4.0 50

While the above figures apply to imported refined lead or zinc, the
schedule for imported crude ore or concentrates which “industry
recommendations” will suggest will be 70 percent of line 4.

At the “peril point” of 17 cents for lead and 1414 cents for zinc, the
industry pro&)pSes a 3-cent excise tax.to provide an éffective deterrent
for unneeded imports to break the domestic price belqw these peril
points. In addition, 2 more 1-cent, increases are proposed below this
to ultimately provide the maximum of 5 cents needed to.protect the
peril point of S. 2376. I \

In the case of zinc today with a domestic pricg-of 10 cents,'the 5-cent
excise tax would prevent importerg who. will sell zinc for 9 t& 10 cents
from breaking the domestjc zinc price below. 1414 cents. !

The, same 1s trie.of lead.’! Importersiwho will sell lead ‘at 11 to
12 cents will bemnable\q«;gbreakvthe domestic price below a peril point
at which United States industry can ﬁomfete.‘“w-

One'of the most impqr‘taént provisions of S. 2376 may be overlooked.
The orily way any importér will be subject to the excise tax or tariff
is in the event unneeded imports hreik the domestic price below the
peril points. By importing amounts the United States needs and by
not flooding our market with unneeded metal,-the importer can be
relieved of payment of any excise tax'or tariff. But the past well
proves that immediately behind the peril point must-be an effective
safeguard to carry out the intent of the-administration bill.

(51 Although-we believe that S. 2376 intended constructively to
minimize tariff fluctuations by reducing quarterly changes in the rate,
we point out that this good intention could readily be abused by the
importers to undermine the pu‘i‘}ids‘e of the bill due to the timelag in
determination of imposition of the import tax. We therefore respect-
fully suggest shortening the quarterly period to a monthly period for
tax rate changes,

06139—57——7
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With reference to the operation of bonded smelting wareliouses, we
recommend that existing practice which has been perf?:cted by Govern-
ment and industry over a long period of years be retained.

14. I again wish to express the gratitude of the industries I serve,
for the attention given the serious problem we face and we pledge our
wholehearted cooperation in seeking a solution in the public interest.
The issue really narrows down to an answer to the question: Shall we
or shall we not have a strong and vigorous lead and zinc mining
industry in the United States?

That question having been answered in the affirmative by the Presi-
dent, by his Cabinet Mineral Policy Committee, and at times by Con-
gress, we believe that S. 2376, if amended as suggested, gives the best
answer and urge that it will be universal appea%:

First, to the United States industry who are assured of a price situa-
tion required to maintain a healthy and thriving domestic mining
industry;

Second, to the importer who is able to provide needed imports free
of any duty or excise tax;

Third, to the consuming industry there will be provided an ample
supply of both metals without violent price fluctuations;

Fourth, to the United States Government who is assured a strong
domestic industry for national security and defense, and

Fifth, for long range assurance which will fully justify continued
development of our natural resources so badly needed for our economy
and defense.

In addition to these 3 tables I am also submitting 2 other tables
showing the record for prices of lead and zine on the London market
and the United States market over a period of years.

(The five tables referred to follow:)

TABLE 1
Percent of foreign lead mine production sold to the United States, in short tons,
1956
Exports to
Lead mine | Shipped to |United States
Country production [United States| as 8 percent
(lead content)| of mine pro-
duction

|

{651 TV £ SO PP 189, 000 52, 800 27.9
MeXIC0. - oo aecciciieaccicsee e aa————— 220, 000 91, 000 41.4
| 1251 {) DO 133, 500 88, 600 66. 4
Australla. . .........__ 313, 400 113, 000 32.9
Unlon of South Africa. 85, 700 44,200 51.6
Yugoslavia_...._...._. 96, 300 38,700 40.1
B 2T} {5 S ORI 23, 000 17,200 74.9

i
|
i
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Percent of foreign zinc mine production sold to the United States, in short tons,

1596

Country

Zine mine
production

Canada..

1
Unlion of South Africa

Shipped to
United States
(zine content)

Exports to
United States
as & percent

of mine
production

25833
O =IO

TABLE 2.—Lead—United States mine production and imports

Average United Importsin
Year dornestic States Total percent of
price mine pro- | imports |production
duction
$5. 52 558, 000 78,000 14.0
4,24 405,000 53,000 13.1
3.18 3, 000 34,000 11.8
3.87 273,000 8,000 2.8
3.86 287, 000 13,000 4.6
4.06 331, 000 24, 000 7.2
4,71 373,000 24, 000 6.3
6.01 465,000 41, 000 8.8
4.74 370,000 64, 000 17.3
5.05 414,000 87,000 24.0
5.18 457,000 282,000 61.8
5.79 461, 000 381, 000 82.6
6. 48 496, 000 492,000 9.3
6. 50 453, 000 319,000 70.4
6. 50 417,000 320, 000 76.7
6. 50 391, 000 300, 000 76.8
811 000 159, 000 47.5
14. 67 384,000 228,000 59.3
18. 04 387,000 * 347,000 89,7
15.36 404,000 399, 000 98.9
13.30 431, 000 542, 000 123.7
17.49 , 000 258, 000 65.5
16.47 375,000 7, 000 169.9
13.49 343,000 552, 000 161.2
14.05 325,000 443,000 136.3
15. 14 000 659, 000 194.9
16. 01 348, 000 479,000 137.6
16.00 122,000 170, 000 139.9
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TABLE 3.—Zinc—United States mine production and imports

Average United Imports in

car domestic States Total percent of
price mine pro- imports | production

duction

$1. 56 595, 000 3, 000 0.5
3. 64 410,000 1,000 .2
2. 88 285, 000 2,000 7
4.03 354, 000 4,000 1.0
4.16 329,000 16, 000 3.6
4. 33 518, 000 15, 0600 2.9
4, 90 676, 000 12, 60 2.3
6. 52 626, 000 46, 000 7.3
4. 61 517,000 26, 000 50
&5 11 584, 000 67,000 1.5
6. 34 6§65, 000 197, 000 29.6
7.47 749, 000 i95 000 26.0
R.25 768, 00 620 000 41,6
8.25 744, 000 571, 000 76.7
8.25 714,000 436, 000 67.7
B.25 614, 000 479, 000 77.9
8.73 575, 000 377, 000 65.6
10, 50 0635, 000 370, 000 58.1
13. 59 (».50. 000 357, 000 56,8
12. 14 503, 000 368, 000 62.1
13. 87 623, 000 423, 000 63.6
18.00 673, (K) 390, 000 58.1
16,22 61, 000 565, 000 %5. 5
10. 86 547, 000 7.10, 138.0
10. 86 473,000 612, 000 120.4
12. 3¢ 515, 000 687, 000 133.4
13.49 538, 000 771,000 143.3
13.50 195, 000 276, 000 141.5

comme

e



TaBLE 4.— Melal price—zinc (correcled) (in cents)
ZINC—LONDON

[$4.03 through Sept. 17, 1949]

1047 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957

B EV LV o RN 12.504 12.651 19.072 10.880 18.875 23.750 11,124 9.128 10.730 12. 604 12.907
February. .. 12,594 13.493 19.071 10. 688 18.875 23.750 10. 268 9.028 1L182 12. 551 12.431
Mareh. o 12. 594 13.493 19.071 10. 864 18.875 2.7 9.903 9. 282 11. 031 12.695 12,077
April . e 12. 594 13.493 18. 261 11.611 20. 000 2.7, 8.934 9.956 11.133 12.280 12.297
MaY. e 12. 594 13.493 16, 685 12.847 20. 000 22.750 8.629 9.941 11. 210 11.852 10.722
June. . 12.504 13.493 14.411 15. 572 20. 000 17.146 8. 856 9. 990 11.424 11.751 9, 288
JUlY e 12. 594 13. 493 11.996 15. 938 22.164 16. 250 9.166 9. 695 11.403 11685 f ..
August. ..ol 12,594 13. 493 11. 696 16. 063 23.750 15.370 9.118 9.415 11. 214 10960 |
September. ... .. el 12. 594 13.493 11.109 17.817 23.750 15.384 8.776 10.077 11.486 12,043 ...
October____ ... 12. 504 16. 552 10. 389 18.875 23.750 14. 769 9.223 10. 316 11. 362 1L966 |
November. _._.......... e aemeeanaas 12, 504 16. 552 10.779 18. 875 23.750 13.875 9.419 10.153 11.554 12,596 4 ..
December. ..o 12. 594 19.071 10.704 18.875 23.750 13.875 9.288 10. 340 12.305 12671 | ... .

Year. .ol 12,594 14. 398 14.437 14.902 21. 477 17. 552 9.338 9.783 11. 333 122220 oo

ZINC—DOMESTIC

JANUALY . o cveimemme e e 10. 500 11,077 17. 500 9.763 17. 500 9. 500 12.588 9, 760 11. 500 13.431 13. 500
February . ... oo 10. 500 12. 000 17. 500 9.750 17. 500 19. 500 11.483 9.375 11. 500 13. 500 13. 500
March . .. 10. 560 12. 000 17. 656 9. 940 17. 500 19. 500 11. 029 9. 637 11. 500 13. 500 13. 500
Aprile oo 10. 500 12.000 14. 058 10. 664 17. 500 19. 500 11.000 10. 250 11.925 13. 500 13. 500
MY e 10. 500 12. 000 11. 880 11.973 17. 500 19. 500 11.000 10. 286 12. 000 13. 500 11.923
JUNC .o e e 10. 500 12. 000 9. 548 14. 647 17. 500 15 740 11.000 10. 960 12,232 13. 500 10. 860
JULY e 10. 500 12,452 9. 360 15. 000 17. 500 15. 000 11. 000 11. 000 12. 500 13.500 j ...
August . . .. 10. 500 15. b0 10. GO0 15.052 17. 500 14. 061 10.982 11. 000 12,500 13.500 | ...
September_ ... ... 10. 500 15. 000 10. 005 17.160 17. 500 13.983 10.180 11. 408 12.928 13.500 |l
October. ... 10. 500 15.240 9.320 17. 500 19. 500 13. 297 10. 00G 11. 500 13. 000 13.500 1 ... .
November.......... .. 10. 500 16. 786 9.750 17. 500 19. 500 12, 500 10. 000 11. 500 13. 000 13.500 |.oeoaea
December. . ..o 10. 500 17. 500 9.753 17. 500 19. 500 12. 500 10. 000 11. 500 13. 000 13.500 {o ...l

Year. . oo 10. 500 13.589 12.144 13. 866 18.000 16. 215 10. 855 10.681 12.299 13.404 ...

avar NO XVI LYOdWI

ONIZ aNV



TABLE 4.—Melal price—zinc (corrected) (in cents)—Continued g
DIFFERENCE
1047 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957
JANUSTY oo oo 2.084 1.57 1.571 L1z 1.375 4.250 (1. 464) (0.632) (0.570) (0.827) (0. 593)
February___ ... T 2.094 1.493 1.571 .938 1.376 4.250 (1.215) (.39 (.318) (.949) (1.06Y9)
March. ... L JTITTTITTITI T 2.094 1,493 2.015 .924 1.375 4.230 (1.126) (.355) (.469) (.805) (1. 423)
April. . 2,094 1.493 4.203 .947 2. 500 4,250 (2.086) (. 204) (.792) (1. 220) (1.203)
May LIl 2.0%4 1.493 4.805 .87 2,500 3.250 2.371) (. 345) (.790) (1. 648) (1. 201)
June __ITIIIIIIITITIITTTIITIT 2.004 1.493 4.863 925 2,500 1. 406 2.144) (. 970) (.508) —
July. .l 2.094 1.031 2.636 .938 4.664 1.250 1.834) (1. 305) (1.097) Z
August____ LI 2,094 (1. 507 1.696 1.011 6.250 1.309 (1.863) (1. 585) (1. 256) T
September. ... TTTITIITTTTT 2.094 (1. 50P) 1.104 77 6.250 1.401 (1.40%) (1.33D (1.442)
October. _____ 1 TIIIITIIIIITITIT 2.084 1.312 1,069 1.375 4.250 1472 €770 (1,184 (1. 638) =
November.___.__.0 T 2.094 (-234) 1.029 1.375 4,250 1.375 (.581) (1.347) (1. 446) =
December .. ... RO 2.094 1.571 .951 1.375 4,230 1.375 (.712) (1. 150) (-695) -
YR, oo 2.004 .809 2.203 1.036 a7y 1.337 (. 517) (.898) (. 956) 32| gi
Norte.— Parentheses ( ) denote red figures. g
E
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TABLE 5.—Metal price—lead (corrected) (in‘cents)

LEAD-LONDON
[$4.03 through Sept. 17, 1949}

1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957
12.594 16.192 22,129 12.125 17.000 21.875 12.453 10. 807 13.008 14.821 14. 532
12,594 16.192 22,129 12.125 17.000 21. 250 11781 10. 344 12.959 14.922 14.144
12.709 16.192 22.129 11.074 17,000 20. 846 11.399 10. 794 13.001 15.141 14.138
16.182 16.192 19.376 10. 619 20. 000 20.375 10.277 11.693 13.058 14.464 13.984
16.192 16.192 18.049 11.670 20. 000 17.180 10,477 11.799 12.89% 13.943 12.432
16.192 16.192 15.454 11.846 20. 000 16.354 11.086 12.182 12.852 14.153 11. 461
16.192 16.192 14.648 11. 596 21. 442 16. 597 11. 644 11.961 13. 243 14.207 {ooeooo .
16.192 16.192 15. 583 12.884 22. 500 16.375 11.920 12.114 13.312 14.508 |ocoeeoa.s
16.192 16.192 15.233 15.692 22. 500 16.375 11.668 12. 668 13. 446 14.647 | ...
16.192 20. 150 13.803 16. 000 21.875 11.305 11. 567 13. 586 13. 360 14.432 | ___________.
16.192 20.150 12.792 17.000 21.875 11. 685 11.777 13.512 13.521 14.479 | . __
16.192 20.150 12.125 17.000 21.875 12.171 11.298 13.027 14.168 14.460 | ...
15.293 17.181 16. 954 13.311 20.276 17.032 11.437 12. 056 13.233 14.515 | ..

LEAD—DOMESTIC
12.931 15. 000 21. 500 12.000 17.000 19. 000 14.102 13. 260 15. 000
13.182 15. 000 21. 500 12.000 17.000 19. 000 13. 500 12.818 15. 000
14. 957 15. 000 18. 907 10. 963 17. 000 19. 000 13.404 12.935 15. 000
15. 000 17.212 15.154 10. 630 17.000 18.923 12.683 13.904 15.000
15. 000 17. 500 13.720 11.721 17. 000 15.731 12.750 14. 000 15. 000
15.000 17. 500 12. 000 11.808 17. 000 15. 257 13.413 14.106 15. 000
15.000 17.808 13. 562 11. 660 17. 000 16. 000 13.683 14. 000 15. 000
15. 000 19. 500 15.032 12,926 17. 000 16.000 14. 000 14. 058 15. 000
15.000 19. 500 15.050 15. 800 17.000 16. 000 13. 740 14. 508 15.100
15. 000 19. 500 13.420 16.040 19. 000 14.404 13. 500 14. 965 15. 500
15.000 21. 500 12. 522 17.000 19. 000 14.159 13. 500 15. 000 15. 500
15. 000 21. 500 12. 000 17.000 19. 000 14.125 13. 500 15.000 15. 558
14.673 18.043 15.364 13.296 17. 500 16. 467 13.489 14.054 15.138
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TABLE 5.—Metal price—lead (corrected) (in cents)—Continued

DIFFERENCES
1047 1048 1949 1950 1951 1952 1953 1954 1955 1856 1957
(0.337) 1.192 0.629 0.125 fomeeeaaaas 2.875 (1.739) (2.453) (1.992)
(. 588) 1.192 . 629 ) b 2 P 2.250 (1.719) (2.474) (2.041)
(2. 248) 1.192 3.222 19 13 IS PR 1.846 (2.005) (2.141) (1.999)
1.192 (1.020) 4.222 (.011) 3. 000 1.452 (2.406) (2.211) (1.942)
1.192 (1. 308) 4.329 (-051) 3.000 1.449 (2.473) (2.201) (2.104)
1.192 (1.308) 3.454 . 038 3.000 1.097 (2.327) (1.924) (2.148)
1.192 (1. 616) 1.086 (.064) 4.442 597 (2.039) (2.039) (1.757)
1.192 (3.308) . 551 (.042) 5. 500 375 (2.080) (1.944) (1.688)
1.192 (3. 308) .183 (.108) 5. 500 375 (2.072) (1. 930 1.664
1.192 . 650 .383 (.040) 2.875 3. 099, (1.933) (1.379) (2.140)
1.192 (1.350) 270 oeaeen 2.875 (2.4749) (1.723) (1.488) (1.979)
1.192 (1. 350) 25 |emeeees 2.875 (1.954) (2.202) (1.973) (1.390)
620 (.862) 1. 580 015 2.776 - 565 (2.052) (1.998) (1.905) (1.498) i ceeees

Nore.—Parentheses ( ) denote red figures.
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Senator Bexzerr. Thank you very much, Mr. Schwab.

Senator Carlson, do you have any questions?

Senator Carrson, Only this, My, Schwab: 1 appreciate your state-
ment, because IKansas, as you well know, the southeast section of it is
in the tristate area. Kansas, Missouri, and OQklahoma are suffering
seriously from a price I assume that is causing many of our mines
to be closed, and they are having difliculty in operating those that are.

I wonder if I read this correctly at page 7, where you have this table.
Do I understand that you recommend a 3-cent tarift when the price
of leads gets below 17 cents and 4 cents when it is 15 to 16 cents, and
when it gets below 15 cents, ask for 5 cents?

My, Scuwan. That is correct, sir,

Senator CarrsoN. And your folks feel they can operate on that
basis?

Mr. Scuwab. Yes; that will support the peril point, speaking of
lead now, maintaining this 17-cent peril point.

Senator Carrsox. Thank you, sir.

Senator BENNETT. There are 1 or 2 notes that T made in your text
as we went through. You show the world production of lead, and
on page 3 of zinc. With production in 1956, abroad, of 2,600,000
tons, and United States mines of 538,000, for a total of 3,139,000 tons,
do you have any statement as to how far that is above world con-
sumption? How much surplus have we been piling up that must
eventually be taken out of the market at those rates of production?

Mr. Scanwan. No; I don’t have world consumption statistics. I
would be very pleased to supply them for the record.

I donot have them with me today. For each of these columns there
could be a figure inserted at the bottom of world consumption also.

Senator CarrsoN. I think it would be important to the committee to
know just how serious this production surplus is, and how serious a
threat it will continue to be as it hangs over the market.

(The following was later received for the record :)

Lead, 195}4-56—Frecworld mine production, free-world consumption primary
lead and free-world cxcess production

1054 1955 1956
Supply:
United States mine {)roduct fon .o l.. 325,419 338,025 352, 826
Estimated free-world production outside the United
17 LT I 1, 513, 232 1,576,039 1,551,477
Total free-world SUPPIY. . venenomemeceenenenes -e--| 1,838,651 1,914, 064 1,904,303
Industrial demand:
United States consumption of primary lead (total con-
sumption less secondary lead).. ..o oo ..., 1 613,948 1710, 593 1679,153
Estimated free-world consumption outside the United
1) £ PRI fecceacacacaiccanna- 1,076, 231 1,134,828 1,008, 606
Total free-world consumption. ... .. ... ... ... 1,690,177 1, 845, 421 1,777,759
Excess of supply over industrial demand.........._.... 4148, 474 +68, 643 +126, 544

1 This, of course, does not include any acquisitions or stocks hield in the national stockpile.

NoTE.—Excess of supply over Industrial rggulroments varied from 3.6 percent in 1955 to 8.1 percent in 1954
and averaged 6.1 percent for the 3-year period.
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Zine, 1954-56—Free-world mine production, free-world consumption primary
zine, and free-world ewcess production

1954 1955 1956
Supply:
United States mine {)roductlon ............................ 473,471 514,671 537,643
Estimated free-world productlon outside the United
StateS. .o eecemmemanas 1,896, 744 2,051, 558 2,108, 836
Total free-world supply. ..o oeo oo ccaccecaenes 2,370, 215 2, 566, 229 2, 648, 579
Industrial demand:
United States consumptior of slab (primary) . ............ 8186, 286 1,053,770 918,027
United States zinc ores for pigments, etC.-ce-ccacunceanann 99, 247 114,000 1110, 000
Total United States consumption. . .....cccemmeeunann.. 2915, 433 31,167,770 31,028,027
Estimated free-world consumptlon outside the United States.| 1,354,896 | 1,443,528 1,400, 331
Total free-world consumption (primary) . .....ccoocoo... 2, 270, 529 2,611, 288 2,428,358
Excess of supply over industrial demand.._............. +99, 686 ~45,069 4218, 221
1 Estimate.

# This, of course, does not include any acquisitions or stocks held in the national stockpile.
Note,—Excess of supply over industiial requirements varled from —1.7 percent in 1955 to 8.2 percent in
1958 and averaged 3.6 percent for the 3-year period.

Mr. Scuwasb. In general, Mr, Chairman, I think everyone is aware
there is overproduction worldwide of zinc.

Senator CarusoN. Is that true for lead, too?

Mr. Scawas. Yes, sir; over and above consumption.

Senator, CarwsoN. You have said under 6, in effect, that since the
Government was responsible for the situation which created the stimu-
lation, and brought about what we can assume to be & surplus of world
production, it should be prepared to correct the abnormality it has
created assoon as it is apparent that the conditions warrant correction.

I suppose in part the administration thought it was moving in that
direction with its stockpiling program, but that in turn turned out
to be a greater stimulation?

Mr. Scawap. That is true, sir. As a matter of interest, the imports
into the United States of slab zinc for the 16-month period, the year
1956 and the first 4 months of 1957, the imports of slab zinc into the
United States equaled in quantity to the total zinc that the Govern-
ment acquired for stockpiling.

Senator Carwson. I hope somebody will put a schedule into the -

record which might show that relationship. Is such information
available on a year-by-year basis for the period of the stockpiling, to
show the relationship between the imports and the amount acquired
for the stockpiling ?

Mr, Scawas. \%’hile stockpiling figures, as I understand it, are not
released, by a series of subtractions from published figures you can
come very close to the amounts that were bought for stockpiling.
They are published figures, and we would be happy to supply those
figures for you.

Senator Caruson. I think the committee would like to have those
in the hearings. :

;

B (S0 e

T -

ooy




IMPORT TAX ON LEAD AND ZINC 101

Siab zine delivered to U. 8. Government, to May 81, 1957

{In tons]

AZIt Duty free ? Total
140, 230 16, 316 156, 545
57, 598 2, 596 60,194
91, 526 21,755 113,281

128,256 |oeemmmenaenans 128,
39,949 |ceeoennna 30,9049
, 626 4,070 40,696
42,332 19,038 62,270
(8, 957 10, 846 119,803
87,200 9, 854 97,054
’ 157,014 70, 924 236, 938
MOLAL. - - oot memmeeim e mamcesemeemamannaaann 889, 688 165, 208 1,054, 986
957—JANUALY . < e ccecccccccocccmracrescameadmcanaunasenmnanann 15,377 14,534 20,9011
1 Februa{:y ............................................... 10, 905 5, 16, 901
MEBTCh. - - oo cecmcmmmcmnmaccscacmcsaanmmemmammemeceonne 25,608 3,760 31,368
AP e eimciiiireamccicsaamcceeaceccamareeene 23,921 17,961 41,882
BYaencomnocccasecamscmemsmsmomesoemmaccacmsmemaseenses 5, 32,783
L4 e} 7 RS RRVIPPPSPP S Y 102, 669 50,176 152, 845
Total through May. oo .ovomcaaaeiecenciaanean 992, 357 215,474 1,207,831

1 Domestic smelter deliverles of slab zinc.
30! Slab zinc imports into the United States entered duty free under Executive Order No, 9177 dated May
, 1042,

Suppose this bill were

passed in the form you recommended, and
supﬁose there jg'a comparatively high surplus overhanging the market
so that foreign producers are still willing to sell at prices which would
break the.?eril point. -What pfotection would the American industry
have then T N .

Mr. Scawas. Thit is why we suggest the 3 cents egcise tax right
behind the peril point. If unneeded imports break the domestic price,
let’s take lead,'&r.ing&afnlge,~ beloiy 17 cents, then thosé imports are
going to be required to pay 3tents a pound gxcise tax. \ _

Senator BENNETT. But-' I was taking you all the way, to a point

where a man has a distréss stock of material and says, “Well, I'll pay

. the' 5 cents and still \ﬂ?o&’\th,e market”; that is the thing ¥ am trying
togetat. | R A I A ;

s this actually a solution for the,/problem in the face of present

foreign %)ricesiof production, and tl}e’ Lise being of a high ¢verhanging
g ) S LT e, :

surplus L T . P

;{)ﬁe there any figures which Would indicate to us how great a threat
there is againsta 'goint,q‘i eents below thie peril p6int?

Mr. Scuwas. That would mean in'the instance that I cite that an
importerselling lead on the United Statés market £3r 15 cents would
be actually receiving net 10 cents back at the mine. ,~

In answer tq that, I would say that it is the best judgment of the
people I represent, Senator, that a great deal of the production of
foreign lead cannot be produced at prices much below 10 cents.

Senator BenNETT. They aré1i6W getting what ¢

Mr. Scawas. Fourteen centson t}%e domestic market. :

Senator BENNETT. So you think there may be some producers that
‘still have & little margin down to a point approaching 105)

Mr. Scawas. We believe so ; yes, sir.

Senator CarrsoN. Mr. Schwab, right on that point, if the chairman
doesn’t object, if this 5 cents you recommend wouldn’t stop it, the 3
cents would not, and the Tariff Commission’s position would not.
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Mr, Scuwan. I think that is our position; yes, sir. We are some-
what in the position of trying to suggest an amendment to this bill
that is realistic from our standpoint, and one which doesn’t appear
to someone who doesn’t go into this thing thoroughly that we have
gone too far. '

Senator Benxrerr. Isn't it also true, Mr. Schwab, that the figures
contained both, in the administration’s schedule, are based on the
current price levels, on the current price situation? Suppose inflation
should continue to run, and cost in the domestic industry should rise,
under this program would you have to come back a year or 2 years
from now and ask that the peril point be raised ?

Mr. Scuwas. I would think that if the peril point proved to be in-
adequate to the process that you tallc about; yes, sir. We would be
somewhat in the position that I understand some of our friends in the
copper-mining industry are now getting into, and that is their peril
point is no longer realistic for United States domestic production.

Senator Bex~err. In the face of that, as I understand your testi-
mony, you would not recommend any other form of control, export
control, or any allocations of quotas, but would prefer to continue to
operate2 a program involving a peril point and some excise-tax pro-
tection ?

Mr. Scuwas. That is our present choice; yes, sir. The application
of quotas to lead and zinc is an extremely complicated situation, be-
cause of metallurgical grades, chemical analysis of various produets,
and the same is probably true of lead.

The position of our committee has been trying to follow this pro-
posed piece of legislation just as far as we can, and suggest only those
amendments needed to do the job currently; yes, sir, that is all.

Senator BENNETT. T have one other question, though you may not be
the right person of whom the question should be asked. In your
statement you discuss the conditions in the mining industry of other
countries; you say: A

Last but not least, he—the American lead and zinc producer—is taxed to pro-
vide financial and other assistance to some foreign mining operations under our
foreign-aid program.

Do you have any records or can you supply the committee with any
information which would indicate the extent to which American for-
eign aid is still effective with respect to local mining operations? I
have the impression that aid in this direction was given comparatively
many years ago, 6, 8, or 10 years ago, and I do not know of any cur-
rent aid that is being supplied to foreign operations.

I have sympathy with your position, but I just wonder whether
there are any figures which would demonstrate whether this charge
that financial and other assistance is being provided foreign minin
operations has very much current validity. I can realize that ai
given 10 years ago, which opened the mine, enables it or may enable
1t to operate now, but is there additional foreign mining assistance
being given ; are there new mines being brought in abroad?

Mr. Scnwag. I am not aware of any recently, and I am again talk-
ing about the period you are speaking of.

owever, certainly, our governmental stockpiling program was of
great assistance to these people.
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Senator Benxerr. It was intended to be of assistance to the domes-
tic industry ?

Mr. Scuiwas. Yes, sir.  Maybe I should requote the figure I spoke
of again, that in that 16-month period, 1956 and 4 months into 1957,
the total acquisition for the stockpile equaled total imports of slab
zinc, imports of slab zine in quantity. 1 would say that that was aid
or assistance in that manner, Senator.

Senator Bexxerr. I have no further questions,  The Senator from
Nevada has come in. The Senator from Kansas and I have been ques-
tioning the witness in your absence. i

Before you start, may I say that we are expecting a vote almost
monientarily, and we will recess when we are called to vote.

Senator MiLoNe. Youare Mr. Charles Schwab?

Mr. Scuwas, Yes, sir.

Senator MaLoNE. Are you any relation to the Charlie Schwab that
we used to hear a good deal about in business ?

M. Sciiwap. No, sir.

Senator MarLoNe. You are chairman of the Emergency Lead-Zinc
Committee?

Mr. Scnwag. That is correct,

Senator Maroxk., How long have you been interested in this picture,
sh?

My, Scuwan, Quite a while, Senator. My position as chairman of
the committee, however, quite recent-—not over 6 weeksold. ITowever,
I personally participated in the hearings before the Tariff Commis-
sion on escape-clause relief, and at that time represented the Pacific
Northwest, particularly the States of Idaho and Washington.

Nenator Maroxe. When wasthat ?

Mr. Scuuwas. November of 1953.

Senator MarLoNe. T just wanted to know how far back I had to start
so that you would understand.

Mvr. Scuwan. I have been a lead-zinc miner, if you want to know
that, for now approximately 15 years.

Senator MaroxNe. When did your troubles start in the lead-zinc
industry? When did they start lowering the tariff to make up that
difference in the wages and the costs of doing business here and
abroad?

Mr. Scuwab. As I recall, it was 1951 when the tariff was reduced.
However, our troubles started really, Senator. in 1949, concurrently
with the devaluation of the British pound sterling.

Senator Maroxk. Isn’t the manipulation of the price of the foreign
money in terms of the dollar—would be time of manipulation—that
makes a difference in the trade relations?

Mr. Scuwas. Yes,sir.

Senator Maroxe. Would you explain that for the benefit of the
committee; how it works?

Mr. Scnwan. If memory may serve me well enough Senator, in 1949
the value of the pound sterling expressed in American dollars was
reduced to something around $4 to about $2.90.

Senator MaLoNe. $4.03to $2.80. What effect did that have?

Mr. Scnwas. It meant at that time that a producer within the pound
sterling area with a devalued currency in fnis country could produce
his metals, pay his labor and his costs with the devalued currency,
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import them into the United States far cheaper in terms of American
dollars than previously.

Senator Maroxs. In other words, the manipulation of their currency
really lowered the wages and costs of doing business in that country?

Mr. Sciiwan. The true value thereof'; yes, sir.

Senator Marone. I must say to you, Mr. Schwab, you are a breath
of fresh air. 1 have been trying to explain that to this committee now
for several years, and to the Senate, and I believe that you have in one
sentence done a pretty fair job.

Now is that the case in many of these countries, that when you find a
peril point, which means where the tariff ought to be under the present
conditions—that is what a peril point is; isn’t it?—that below that
point it would imperil the industry under the present conditions?

Mr. Scuwas, That is our understanding ; yes, sir.

Senator Maroxe. When you set that peril point, then, and just right,
assume it is exactly right under present conditions, it would equalize
the labor costs and the cost of doing business here and in our chief
competing nation. And after the ink is dry on one of those 3-year
contracts, they then manipulate their currency in terms of the dollar so
the eflect is what you say it was when they lowered the pound in dollar

alue. Then that throws the peril point out of line; doesn’t it ¢

Mr. Scnwan. Yes,sir.

Senator Maroxi. And that can be done 10 minutes after the ink is
dry on a 3-year agreement ; couldn’t it ?

Mr. Scuuwas. 1imagine it could, sir.

Senator MaroNe., For your information, it has been done?

Mr. Sciiwan. Yes,

Senator Maronk. Perhaps 10 minutes might be a little short, but
within a few days, and then they are right back where you started
from, and the peril point is ineffective;is that right’

Mr. Scawas., Yes, sir.

Senator Maroxk. T guess that ends the peril point then. TIn other
words, something that was thrown into this committee to sell the
public on another extension of the 1934 Trade Agreements Act, and
that has been done ever since 1934, hasn’t it ; been extended since 19347

Mr. Scuwas. Yes, sir. I don’t personally know that it was done
for that reason, sir, of course.

Senator Marone. Maybe some people didn’t know about the reason,
but I did, and I listened to all the argument here and debate, and each
one of these things was always going to have the domestic industry
from encroachment of the cheap foreign labor; wasn’t it?

Mr. Sciiwas. I believe that’s right, sir.

Senator MarLoNE. That is what 1t is for. Then you had an escape
clause, that if you made a strong enough case you could escape from
this. It was called an escape clause because no on ever escaped, I
guess. You never did escape; did you?

Mr. Sciwas. We received the recommendations but we did not get
the increase.

Senator Maroxe. You didn’t escape?

Mr. Scuwas. No; we didn’t escape.

Senator MaLoNE. Now there are two ways of doing these things, and,
of course, for a long time the Congress took its own responsibility and
had a principle set down. You do know that the Constitution of
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the United States directs Congress; it is the constitutional responsi-
bility of Congress to regulate foreign trade and commerce; you do
know that?

Mr. Sciwas. Yes, sir.

Senator Marone. Article I, section 8, and in that same section it
eives the Congress the duty, exercise, or whatever you want to call it—
we call it a tariff—to do the job; you understand that?

My, Sciiwap. That’s right.

Senator MALoNE, In 1934, less than 4 years after the 1930 Tariff Act
passed, which directs the Tarifi Commission to determine the cost of
production of a domestic prodiict and the same product or a like prod-
uct in a foreign nation, considering the effective labor cost and the
taxes and everything, and recommend that, as a tariff—you are fa-
miliar with that paragraph?

Mr. Sciiwas. Yes, sir.

Senator Marone. But the 1934 Trade Agreements Act nullified
that paragraph because they transferred from the Congress the re-
sponsibility of regulating foreign trade to the Executive; did it not?

Mr. Scuwag. I believe it did.

Senator MavLoNe. Don’t you know that ?

Mr. Scinwae. I am not too familiar with the field you are getting
into, Mr. Malone. I have read a great deal of your material, and 1
believe that is true as of today ; yes.

A Senagor MaroNE. You don’t even know what happened to you;
o you?

1\:}71'. Scrwas. Yes; I think we do.

Senator MaroNe. Do you know that that is what happened to you?

Mr. Scuwan. That is exactly what happened to us; yes, sir.

Senator Marone. Why, of course, it 1s. Now when the Congress
transferred that responsibility to the President, I read this morning
an excerpt from Dulles’ testimony where he testified—I didn’t rea
that, but it is here in his testimony, and I would advise you if you
are really interested to get that part 4 of the testimony on H. R. 1,
March 21, 22, and 23, 1955, where Dulles testified that the 1934 Trade
Agreements Act as written, not only gave the Executive or the Presi-
dent the constitutional responsibility of Congress to regulate foreign
commerce or foreign trade, but in that act gave him authority to
transfer to Geneva, where it now is under 34 foreign competitive
nations, and where they are busily engaged in still reducin% further
the tariffs on American products, You know that ; don’t you?

Mr. Scuawan. I don’t know it firsthand, sir. 1 haven’t read the
portion of that that you are talking about, but I understand it.

Senator MaroNe. I don’t understand a thing that is 24 years old,
that the experts and the people who are trying to handle this trade
don’t understand the mechanism by which they have been put out of
business. ”

Mr. Scuwan. I mean I think we are generally familiar with the
matter, Senator. We are no experts on the subject.

Senator MaLoNE. You do know that that is going on in (Geneva
now ?

Mr. Sciiwas. Yes, sir.

Senator MaroNe., And we have 1 vote out of 35 sitting there, and
they are sitting there now, and in October there is supposed to be
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a new set of lower tariffs come out.  You will not be allowed there.
If you would like to try to get in there we will help you, but I don’t
think vou could make ity so that in October you may have a still
further reduction.  We don’t know that you will, but you don’t know
that you won’t, either, until it comes out.  You will have nothing to
do with it, you can count on that.  Now, T am not finished with Mr,
Dulles.  He not only testified that that was a fact, but he testified that
the act gave them full authority to do anything in the way of lowering
duties and tartfts that they thought in the long run, talking about the
executive department, would be beneficial to the United States, that
the State Department or the President thought was beneficial; not
Congress. Therefore, if lowering the tarifl on zine and lead—he didn’t
mention those two, but on any product—and even if it resulted in a
curtailment of the production of that produet in this country or elimi-
nation of it, but they judged that by making allies more friendly and
cementing them to us, or the overall benefit internationally—this is
divect testimony—that this would be of benefit to help do that, he could
do that under the act, put an industry out of business or curtail it.
Arve vou familiar with his interpretation of that act to that extent ?

Mr. Scuwan. T have never read that testimony, Senator, but [
believe that is the general impression that we all have of it ; yes, sir.

Senator MaroNe. 1 just made him say it for the record. You know
T am a peculiar investigator when I start in, so T made him say it
for the record. Now he said it a hundred times elsewhere, but it was
not before a Senate committee that I knew of. Now he went one step
further, and T am sure that this bill is introduced in the Senate and
House now, If it isn’t it is the first time since I have been here
that it has not been, e testified that he is for a fund to be set
up by Congress in a bill—you must be familiar with this—an appro-
priation to compensate stockholders under certain conditions and
to retrain workers for another job who are thrown out of work by
virtue of this particular operation. ITad you ever heard of that
proposed legislation ?

Mr. Scnwan. Only ina general way, Senator.

Senator MaronNe., T would advise you to study it because they are
still for it, and 1 think it will pass here finally and I will vote for it,
if this is going to stay on the books, because it is the only way you
could help a workingman, thrown out of work, and I am interested
in those workingmen as well as the investors.

But this thing has developed now into a contest between the people
who want to invest their money abroad and our corporations that we
have formed, 4 of them, as testified to by Secretary of the Treasury
ITumphrey just a few days ago—and that testimony is available to
yvou—that these 4 organizations corporations, independent of Congress,
cxport-Import Bank, which is financed to the tune of $5 billion,
the International Bank, and 2 others that we finance 35 percent, and
then the Board of Directors are controlled by foreign nations, the
4 of them are set up specifically to encourage American investors to
go abroad and invest their money. Then the effect of it is not only
to furnish those markets there with these investments, but to ship
the goods back here just as they are doing in the lead and zinec.

So here is what I am about to say to you: I do not blame these
foreign investors, .\merican investors who want to go abroad. They

1
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are smart businessmen, T blame the Congress for making this profita-
ble in the inducement. to go abroad at the expense of the American
investor and the American workingmen,

Now I want to ask yon this: Congress has it in their hands, This
thing expires again in June 1958, and if we don’t extend it Geneva
is finished. It comes right back here to Congress, the Tarift Com-
mission, an agent of the Congress, to do exactly what you are trying
to do, and that is to fix a tarift that would make the difference between
the labor cost here and the cost of doing business in the chief com-
peting nation and here. That is what you arve trying to do: isn’t it?

Mr. Scuwan, Pretty much basically so; yes.

Senator Mavroxe, If it isn’t what you are trying to do, we are
wasting our time with you.

Mr. Scnwagp. Someone asked me a moment ago if T had any sus-
taining figures as to what lead and zine could be produced abroad for.
I believe that our proposals on this bill would accomplish the purposes.

Senator Marone., If we don’t extend this thing next year, and it
comes back to Congress, and the Tariff Commission under the law of
1930, it goes direct to them, and they determine the difference in cost,
which you are talking about ; that is what you want ?

Mr. Scuwan. That is correct,

Senator Marone. And it is flexible, and it could be lowered when-
ever living standards are lowered or taxes and the difference between
here and the chief competing nation there, the flexih’= tariff or import
fee would correctly represent that difference, and it could be lowered
at any time, and when their living standard reaches ours, if it ever
does, 1t is automatically free trade. You would be for that?

Mr. Sciwan, Yes.

Senator Maroxe. If they are paying the same wages, same taxes,
same, and everything ; wouldn’t you ?

Mr. Scuwan. I think that would be all right with us.

Senator Marone. So would it be with me. We are all for free
trade. It is a question of how you reach it, whether you bounce us on
the ground, and we come up with the rest of them or whether you do
it by a flexible import fee that makes the difference and honor them
with free trade when they have reached our standard of living. That
i« about right ; isn’t it ?

Mr. Sciuwag. I believe so; yes.

Senator MaroNe., The reason I am for this bill is because for the
first time the Secretary of the Interior has broken through the sound
barrier at the White House, and the White House for the first time in
24 years has recognized that you need something, call it a tariff or a
fixed price, to represent that differential that we have described. Now,
as long as they have admitted that, that you need that, then it is only
a question of how best todoit ; isn’t 1t ?

Mr. Scuwae, Yes,sir,

Senator MaLoNE. Then wouldn’t you think that a Taritt Com-
mission, set up since 1915 or 1916, staffed with people that understand
how to equalize that difference and to take into consideration the ma-
nipulation of the price of money in dollars and the trade advantage
and all these angles; would know how best to do it than to just sharp-
shoot it and say you are going up 1 cent or down 1 cent? Don’t vou
think it would be better to have a principle established ?
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M. Scuwan, Are vou talking abont for all commodities or for
load and zine?

Senator Mavose Cor lead and zine i yon want totalk about it,

Mue Scuwan, Fthink that is, in essence, our proposal,

Senmator Mavone, OF course it s, but what you are frying to do is
ta sel a peril point now and then go home and think you have won a
hattle, and ull\ the nations have to do is manipulate their curreney
and a fow ather Nttle trinkets, and you're back where you started
fromaven’t you, and have to change the peeil point ; is that vight ¢

Mre. Scnwan That's corveet, s,

Senator Matoni, A ovights then it just seemed o me that it s
A BC and that™sall, Me. Chatrmnn, T think you have a good witness
there, hut 1 just think that we ought to be frank with himgand 1 think
youought to go home and study your lesson, too,

M Senwan, Dwill sie,

Senator Besswre, Any further questions?

1 would like the record to show that the senior Senator from Ldaho,
Senator Dworshak, hascome into the room,

Thank vou very mueh, Meo Schwab,  We appreciate your mnterinl
and it will be useful to the commitiee,

Me Scnwan, We will supply the additional materinl that you asked
for,

Senator Marone. Who is the president of the zine-lead associntion
of which you nve seevetavy ?

Me Scenwan, heg vour pardon?

Senator Marone. Whao is the president of your associntion?

Senator Bexswere, There is no associntion, Senntor. This is an
cmergeney connnittee,as T understand.

Senator Maroze, Then you have no president of it? - You are just
the seeretary and you ave the workingman of the committee?

M Senwar Chairman of the committer, sir; yes.

Senator Maroxnt. Don’t you have a zine institute someplaee?

My, Renwan, There is an Ameriean Zine Institute; yes, sir,

Senator Marosk, Zine and Lead Institute s isit?

Mr, Seunwan, Tead Industries Assoctation you may be speaking of:
two separate organizations?

Senator Mavoxe, Who is president of that organization?

Me Senwan, Pmsorey, sivg Tdon't know.,

Senator Maroxe. You work together,don't you?

Mr. Scuwan, Not on thissubject, sir,

Senator Mavoxe, Arve they for free trade?

M Senwan. Tdon't know, sir,

Senator Maroxe, 1 just thought it would be nice to know.

Mr. Scnwan. Those ave technieal organizations,

Senator Maronk. Could you find out abount it, if there is any other
organization that represents or thinks they represent the zine-lead
industry? Ts there any other organization that think they repiesent
it that are interested in this thing?

Mr. Scawan. None that T am aware of, because our organization
represents, as 1 said, the major part of the United States producers
on this given subject. That s the only purpose of our committee.

Nenator Bexxkrr. If the Senator from Nevada will permit, the
Senator from Utah has the impression that Lead Industries and the
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Zine Dnstitute both vepresent the fabrieators and users of the metal
vather than the producers,

Me, Senwan 1 believe the producers are therey too, Senator, hut
particularly the fabrieators umll HSCIS,

The next witness is My, Miles P0 Romuey, of Utah Mining Asso-
cintion,  "T'he Chnir wonld like to say for the record that he has known
Mr, Rommey for many vears,  Mr. Romney is amining engineer by
profession amd novery efleetive representative of the mining industry
of the State of Utah, which T represent in the Senate, nnd he has been
before this committee o good many times presenting the industry’s
point of view on many problems,

Mr. Romney, do you ‘m\'v n prepared statement?

STATEMENT OF MILES P. ROMNEY, UTAH MINING ASSOCIATION

Me, Rosneye Nog Me Chairman g and with your permission 1 will
just (ke 3 or F minutes to mnke n brief statement. on some of the
pertinent faets prevailing in the Utnh lead-zine industry today, and
with your permission to submit amplifieation of these remarks for the
record,

Senator Bensere, The Senator from Utah, aeting chairman, has
recoived ncopy of a statement preparved by the New Park Mining Co.,
of Salt. Lake City, Utnh, the original of which was sent. to Senator
Byvd, as chairman of the Finnnee Committee.  Mr. Romney, would
vou have any objection if this statement. were put. in the record?

Me, Romxey, Senator, vou took the words right out of my mouth.
I have another copy here to offer,

Senator Benserr, The statement will be aceepted for the record
on the offering of the witness,

("T'he statement follows:)

New Pank MiviNa Co,
Keetley, Utah, July 20, 1957.
‘T'he Honorable Hanky I, Byun,
Chairman, Finance Committee,
Nenate Office Buitding, Washington, D, €,

Dear 8enaror Bynn: T am enclosing a statement of New Park Mining Co.
deseribing our operating dificulties under the lead-zine market situation of the
Pust year,

We would apprecinte having this entered as a part of the record in the hear-
Ing of the Sennte Finnnce Committee to consider a sliding seale Import tax on
lead and zine,

Thanking you, I am,

Very truly yours,
CLARK I.. WILHON, Vice President,

STATEMENT OF NEW PaArk MINING (0., SALT LAKE City, UTall, PPRESENTED BY
SLARK I, WILs8ON, VICE I'RESIDENT, ON THE PROPOSAI, SUBMITTED TO THE
CONGRESS BY THE SECRETARY OF THE INTERIOR FOR A SLIDING NCALE IMPORT
'TAX ON LLEAD AND ZINC

New Park Mining Co., of Keetley, Utah, is an independent mining organization
owned by over 4,900 stockholders scattered throughout the United States and
foreign countries. Our ore is shipped direct to a custom mill, so that our income
is dependent solely on mining operations, We feel that our problems due to
the depressed lead-zine market are typleal of the industry and illustrate the
need for domestic tariff protection. Our company was incorporated 25 years
1go, in May of 1932, as a consolidation of -=veral mining companies that con-
trolled the Park-Galena Mayflower mine. Work on this prospect dated back to
the 1880's. Following incorporation as New Park in 1932, it took 8 years to
finance and develop the Mayflower mine as an active producing property, and
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1040 was the first year of operation at a profit.  Since that time the compuny
has operated continuously at a profit through 1955, paying over $2 million in
dividends to our stockholders. 'Fhis past year of 1936 we lost $113,840.

During the past 20 years our compuny has produced 127,500,000 pounds of
lead and 165,900,000 pounds of zine. Our annual preduction rate now averages
approximately ¢ million pounds of lead and 9 million pounds of zine. ‘The
importance of this production is quite apparent, as it affects the economy of our
mining district, local communities, State of Utah, and the preservation and pro-
tection of the safety of our Nation, particularly in times of worldwide shortages.
Our continued production of these metals is very questionable due to the low
lead-zine metal-price situation resulting from excessive imports of foreign lead-
zine.

The Park City mining district of Utah has produced over $450 million of metals
in an SO-yenr period of time.  An asset such as this must be protected and can
be done only by continued operntions of its mines,

I would like to establish at this point that New Park is an old reliable mining
company with a sound production and profit record. Based on this record, we
do not consider our present financial difliculty to be a result of corporate man-
agement or operating problemy, and ours is not a so-called marginal producer,
us our ore grade and mining costs are commensurate with other good operations
in the United States.

WHAT THEN IS OUR PROBLEM ?

Other interested mining people will present to your committee the facts and
figures on excessive imports of lead and zine.  The resultant surpluses not only
kept metal prices from rising in proportion to increased operating costs, bhut
have reduced combined lead-zine prices by 1814 percent in 2 months' time, May
and June 1957. An operation that lost money when combined lead-zine prices
were 2014 cents per pound cannot exist at 25 cents per pound, even with a drastic
revamping of its operations, We have been operating at a loss in hopes that
the long-range mineral program would be presented to Congress early this
vear., To stay in business even on a break-even basis we cut out all lower
grade working areas and dropped approximately one-third of our employees.
A substantial percentage of our surface workers were either transferred to
produaction jobs underground or were retired as overage employees (over age
63).  All possible mechanical and operating efliciencies have been improved nnd
tons of ore produced per man-shift have increased to an alltime time, but de-
creasing metal prices far exceed these improvements, Let's consider the price
that would have been needed last year (1956) for New Park to operate on u
brenk-even basis.  As previously mentioned, we lost $113,840. If this loss s
equally apportioned to lead and zine it would require an additional 1 cent per
pound on each metal to equal the loss, This would be a combined price of 31,
cents per pound, or 17 cents for lead and 14% cents for zine. The present prices
are nbout 24 percent below this level.

EFFECTS OF LOW METAL PRICES

1. The immediate effect of low metal prices is readily apparent in operating
losses,  ‘I'he problems of an imminent closure of the mine mean loss of jobs to
our 185 employees. The effect on thelr families and the communities they help
support will inelude several thousand people in our area. The county, State,
and Federal taxes will be a real loss to our communities.

2, The value of the ore reserve in any mine fluctuates with metal prices and
as prices are lowered there are some mineral areas that can’t he mined at a
profit and must be reserved for the future if they ave thep available, Our
geologists estimate that our normal 2-year ore reserve has been reduced to
approximately 6 months by the recent price reductions.  What was protitable ore
at 311% cents combined lead-zine price, cannot now be mined at present metal
prices and costs,

The reduced value of our ore reserves due to the low lead-zine prices ix shown
by comparing the value of our ore at 16 cents for lead and 13% cents for zine
in April 1957, with the s.ire ore at the present prices of 14 cents for lead and
10 cents for zine. For this example T have used in the calculations a typical lot
of ore shipped from the mine during the month of April. The value of this ore
after treatment charges were paid was $23.96 per ton in April 1957. The same
ore at present prices will net us only $17.67, n loss in value of over 26 percent,
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3. We have n saying in the business that “You have to mine ore to find ore.”
By this, wo mean that generally as long as a mine is operating profitably, man-
agement will reinvest a portion of its carnings in new exploration that will even-
tunlly develop new ore bodies, Low metal prices over the past few years have
eliminnted, at New I’ark and other properties, any long-range exploration that
must be done to insure the existence of our industry. Over the long term this
is the most serious effect of our present economy as the future security of our

country will be effected.

OUR METAL PRICE NEEDS AT NEW PARK

Our economlie sttuation has heen explained to the Congress and the adminis-
tration during the past few years and was fully recognized by the action of the
"ariff Commission in May 1054, with a unanimmous recommendation for in-
creased tarlff protection. As you know, this recommendation was rejected by the
admintstration and various other plans were tried. In our estimation the failure
of these attempts to stabilize metal prices has proven that a tariff or import tax,
preferably both, is the only equitable solution to control of excessive metal im-
ports. We appreciate the recognition of these principles by the administration
as shown in the long range mineral policy statement and proposed legislation of
Secretary Seaton and as presented in various bills now before Congress.  Secre-
tary Senton suggests a peril point on lead of 17 cents and zine 141 cents. No
tax would be imposed at these price levels or above. As shown earlier in this
testimony we must have these prices at New Park to permit a break-even opera-
tion with a minimum of exploration and development.

We respectfully suggest to your comnittee that in your consideration of reccm-
mended legislation these price levels be considered actual minimums for opera-
tion of domestic lead-zine mines under the present-day cost of wages and mate-
rinls. The tarviff or tax applied must be sufficient to control excessive foreign
imports of lead and zinc,

The United States is not a “have-not nation.” With the proper incentive our
industry will develop new mineral reserves producing new wealth for our country
and its people. 'This has been proven many times in the past. We feel it is
imperative that the standard of living of the American miner be maintained and
this will ie done only by proper tariff protection.

We earnestly request that your committee approve proposals for the necessary
protection of the domestic mining industry,

Senator Ben~Nerr. The Senator from Nevada understands that the
witness is not representing the New I’ark Mining Co. but is sub-
mitting this at the request of the manager of that company.

Excuse me. Would you proceed with whatever statement you wish
to make?

Mr. Romney. The Utah Mining Association represents better than
10 percent of the total domestic lead-zine mine production, and our
operators in Utah were pleased with the presentation of a proposal for
a solution of the lead-zine problem, particularly in the recognition in
that proposal of the sliding-scale import tax. 'We feel that there must
be some necessary upward adjustments of the tax schedules to accom-
plish maintaining prices at near the peril-point levels spelled out in
the administration’s proposal. This committee 4 years ago made a
request of the Tarifi Commission to make a study of the lead-zinc
situation, and I believe that that action of this committee has been
in a great measure responsible for the progress that has been made
by the industry and by those interested in its welfare in providing
these hearings today, for discussion of a proposal which is unique, in
that it proposes sliding-seale import controls on lead and zine.

This 1s a matter relating wholly to the economics of the miner. We
are discussing prices that the miner should receive for the sale of his
ore, out of which he must pay the cost of producing that ore.

Too often we get tangled up with the economics of milling and of
smelting and of fabrication in thinking of the mining industry, but
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this proposal relates specifienlly to the economics of mining at the
shaft head. 1 was very interested in a short exchange between Sena-
tor Kerr and Senator Anderson this morning talking about small
operntor casunlties. "That ean be explained. Tt is simply that hoe is
far more vulnerable to uneconomie prices.

o hasn’t the eash reserves to stand any prolonged period of loss
operations,  He operates on a shorter bank account.  With the im-
pact of disastrous prices such as we have had in the last 2 or 3 months,
as wo experienced again back in 1953 and 1954, the small miner is the
first. one o go out of the business, T ean illusteate that by the fact
that in Utah in 1949, the custom mills and smelters of the State of
Utah produced 49,000 tons of lead and zine from the receipts of custom
ore from outside of the State of Utah, It eame from the small inde-
pendent miner in Montana, Colorado, Nevada, and so forth.  In 1955
those same mills and smelters received 7,000 tons, which reflected
42,000 tons of annual eapacity of lead and zine casualty among the
lead-zine operators ()!Itsi(\(‘ of the State of Utalh who were dependent
on receiving an adequate price in the sale of their material to mills
and smelters,

1 would like to make just a few very brief remarks on the funda-
mental factors in the economics under which this experience occurred.

Going back to 194749, lead averaged 16 cents and zine averaged
12.08 cents.  During the period from January 1, 1956, to April 1957
we had 16-cent lead, \\'hics\ is exactly the avernge of 1947 to 49. We
had 13L4-cent. zine, which was about a cent and a half higher than it
was in 1947-49.  But cost of mining, the basic factors in the costs
of mining, labor—-these are figures that I obtained in Utah from sup-

liers and from operating companies—-lnbor increased 69 percent m
its base rate.

Blasting powder increased 48 percent; steel increased 80 percent.
Timber increased 57 percent. Freight on metals shipped to markets
from our western area increased 96 percent for lead, and 99 percent
for zinc.

Those increased costs compared with the price base of 10 years previ-
ous shows the price squeeze that the domestic producers have expe-
rienced and the reasons for the shutdowns, the reason why even today
our domestic lead-zine production has never recovered to what it was
immediately before the Tariff Commission studies in 1953,

Now there is one other factor that is often overlooked, and that is
that the independent miner sells his ore to a mill or a smelter. The
costs of milling and smelting have increased considerably. The miner
must also bear those increased costs.

Today the miner who sells his ore to a lead smelter or to a custom
mill is receiving about 60 percent of what he was getting for the
same amount of metal at the same price in 1947. In other words,
if he sold a ton of ore in 1947 say, at 16-cent lead and 13.5-cent zinc
it would bring him $10 per ton. He sells that same ore today, the
increased cost in treatment and transportation, results in his getting
but £6 out of that same ton of ore.

So he hasn’t only been squeezed economically by the cost factors
of actual production but he has been squeezed economically by the
returns that come to him from the sale o? his ore. Just to relate that
very quickly to what has happened in Utah, in 1956, we had 5 major
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producing properties in the State of Utah, The price was 16-cent
lead, 18.5-cent zine,  Four of them by their annual published reports
lost money at those prices. One of them is an integrated operation
with smelters and oil operations and one thing and another and their
picture was not clear, but 4 out of the 5 definitely lost money at
16-cent lead and 1314-cent zine. T'wo of them, in material furnished
to me, caleulated their losses back in terms of lead and zine per pound
to see what price they would have to have to break even. One re-
ported—and that is in Mr. Wilson’s report which you have—that it
would take 17-cent lead and 14.5-cent zinc—the calculations are in
his data—to brenk even.

The other reported that it would take 17-cent lead and 15.5-cent zine
to give them u slight profit. 1 want to compliment. the person or the
individunls or group that worked out the peril point in the measure
before this committee, because they apparently came very close in their
cost caleulations to what is an actual peril point or’a break even
for normally operating mines in the United States.

Myr. Chairman, I have taken up too much time. 1 thank you for the
opportunity to make this statement.

Senator BrnNNErr. I'msure your contribution is very effective. Does
the Senator from Nevada have any questions?

Senator Marone. Mr. Rommney, 1 have watched you operate for a
long period of years in my work because you are practical and you are
very close to the mining industry in my State as well as perhaps others.

Now, when was it you began to have trouble with the lead-zinc
tarifl or margin that you are trying to readjust now?

Mr. Romnry., The first recollection I have of it was the reduction
in zinc tarifls which was negotiated with Canada in 1937, That was
the first one as I recall.

Senator Marong. That was where it was cut 50 percent.

Mr. Roaney. 1don’t recall the exact figures of that cut.

I couldn’t verify the specific cut on that. It isa detail I don’t carry
around.

Senator Marone. That was under the 1934 Trade Agreements Act.

Mr. Romney. It was under the 1934 Trade Agreements Act; yes.

Senator Maronk. Whatever the cut was, it was negotiated without
any thought of arriving at that difference in wages or costs of doing
business here and in the chief competing country, but it was done be-
cause it was thought that it would help the overall picture of the
United States in the international picture; isn’t that about right?

Mr. RoMNEY. Yes.

Senator MaLone. What is your opinion on it ?

Mr. RoMNEY. Asto the reason for doing it ?

Senator MArLoNE. Yes.

Mr. Romney. Well, that is a long ways back and I haven’t read the
newspapers of that time for some time. I think it was done under the
philosophy of the Trade Agreements Act to increase trade with other
countries; yes, that basieally was it.

Senator Marone. What trade were we trying to increase? Were we
trying to increase the imports of zinc and lead or would it help the
overall picture on the export of something else ? -

Mr. Romney. There were many details of that kind considered.
I’'m sure that both sides considered details of all kinds.
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Senator Maro~xe, But it was for the purpose, ostensibly, of increas-

in§ our foreign trade?
{r. RoMNEY. Yes; that'’s right.

Senator Maroxe. And it could have only one effect on our indus-
try—and what was that?

Mr. Romney. Well, it brought in cheaper raw materials, Senator.

It made available cheaper raw materials.

Senator MaroNe. What effect did that have on the industry ?

Mr. RomnEy. I recall that somewhere concern was expressed about
the cut made at that time. As to the specific financial calculations

to illustrate that distress was felt, T wouldn't know ; but I recall there .

were some who complained strongly of the effect upon prices at that
time.

Senator MaroNE, In other words, it could have but one effect under
a normal market, and that would be decreasing production with the
increased imports; is that right?

Mr. RomxEY. That’s right; it was intended to do that, share our
market with others.

Senator MaronNe. And after that the war came along, World War
IT, and then we bought everything in sight ; that is about right isn’t it ?

Mr. RoxnEY. Right.

Senator MALoNE. Prices went higher and higher, because you
couldn’t import for a while, and then you had to get it from local
operators?

Mr. RomneEy. Wherever we could benefit.

Senator BENxeTT. May I interrupt? That is the querum call pre-
ceding the vote. I think that we might adjourn or recess long enough
to 2o over and meet the quorum and make the vote, and then return.

Senator Marone. Mr, Romney will be here?

Senator BENNETT. And Mr. Romney will be here. I assume you
are willing to wait.

Mr. RoMnEey. I will be here for 2 weeks, Senator.

Senator BENNErT. Other witnesses on the list who would like to
appear during the afternoon, I think the committee might well run
until 5 o’clock or so, and we will recess now until members of the
committee can return. My guess is about 20 minutes.

(Short recess.)

Senator BENNETT. The committee will come to order.

At the direction of the Chair, I submit for the record a statement
by Senator John A. Carroll.

{The statement of Hon. John A. Carroll, a United States Senator
from the State of Colorado, is as follows:)

STATEMENT BY SENATOR JOHN A. CARROLL

The metal-mining industry in the State of Colorado is in a condition of genuine
crisis.

I appear before you today to ask for emergency help. A long-range minerals
program will be a deserving study for the Congress at some more appropriate
time.

What Colorado needs right now is fast help for its miners; not a study of
minerals problems. The critical period is this month and August., If this ses-
sion of Congress does not offer legislative aid to the base-metal-mining industry,
that industry in Colorado faces total disaster. Mines will close down, flood,
and cave. There will be widespread unemployment. Citles will economically
deteriorate.
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I am here to call for an immediate import-excise tax on lead and zine in lieu
of the presently existing tariffs. It is my recommendation that this tax be 6
cents per pound on both lead and zine and would be effective when for 1 month
the domestic market price for lead falls below 18 cents per pound and for zince
betow 15 cents per pound.

If such remedial action by the Congress cannot be enacted swiftly, I call for
alternative action: The payment by the United States Governiment of production
bonuses which would bring the total price received by the producer to 18 cents
in the case of lead and 15 cents in the case of zinc,

The root cause of the current crisis in the base-metals industry is foreign
imports. I propose that we promptly go to the root of the problem in searching
for a decisive answer. We need an excise tax on lead and zinc imports.

Here is the current picture of crisis in the metal-mining industry in my State:

1. Resurrection Mine & Mill at Leadville is closing down. Mr, Peter
Donoher, secretary-treasurer of the AFL-CIO miners union in Leadville
wired me last week that 150 miners will be out of work.

2. Keystone Mine & Mill, in Crested Butte, Gunnison County, closed down.

3. The King Lease mine, in Crested Butte, Gunnison County, closed down.

4, New Jersey Zinc¢ & Lead, at Gilman, Colo., is considering suspending
operations, which will throw 5550 miners out of work.

5. Argyle Mining & Milling, of Silverton, Colo., has given notice it will
close down. Argyle operates the only mill (“Pride of the West”) in San
Juan County and with its closing all other mines feeding it will be forced
to close. The Silverton Chamber of Commerce estimates that 5,000 persons
will be affected in their area.

¢. Jordan mines in Park County have closed down.

7. Camp Bird, Ltd., in Ouray County, has discontinued operations pending
relief action by the Congress.

8. Rico Argentine Mining Co., of Dolores, Colo., is threatened with suspen-
sion of production.

I have drawn a picture for you of near disaster in my State. Others here
today will tell you of similar conditions of crisis in this vital industry in Okla-
homa, Kansas, Missouri, Utah, Idaho, Nevada, New Mexico, California, Montana,
Washington, Oregon, and Arizona.

The American Smelting & Refining Co. operates what is perhaps the biggest
single industrial plant in the city of Leadville, Colo. On July 8, the American
Smelting & Refining Co. announced at its national headquarters that it was
cutting back zinc production at its mine properties by 3,000 tons per month and
cutting lead 500 tons per month. At the same time American Smelting & Re-
fining closed mines in Colorado, New Mexico, and Washington, and closed a mill
in New Mexico. It seems only a matter of time before Leadville receives the
jolt of curtailed or suspended operation of the American Smelting & Refining
smelter.

Why is the instability of the metal-mining industry so vital to the State of
Colorado? Colorado is one of the principal producing regions of base and rare
metals. The economy of our State is intimately locked into our mining
industries.

Last year Colorado was third in the Western States in production of zinc.
Colorado is the second largest western State producer of lead. Last year Colo-
r?.do produced metals valued at $2215 million, $14 million of which was lead and
zine.

The mining of other metals depends substantially, as the foregoing facts indi-
cate, on the profitable mining of the two “bread and butter’’ minerals—lead and
zine. If these two metals fail, the entire Colorado metal-mining industry fails.

Literally thousands nf Colorado families are directly reliant this week on Con-
gress to save their income, their way of life, the very towns and cities they live
in. In Colorado today, we face the prospect of creating dozens of new ghost
towns and of flooded and caved-in metal mines. And the thought overriding the
ache and pain of the damage to persons and families and towns is this: Can we
survive as a world power without a domestic metal-mining industry?

I am sure we cannot.

And I am sure that unless prompt and decisive congressional action is taken
within the weeks immediately ahead to stabilize the United States metal-mining
industry, that industry will be wracked with economic convulsions that will shake
it off its foundations, and recovery of its present status at some future time of

international crisis or war will be either impossible or at a cost to stagger the
imagination.
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Several excellent bills have been submitted fn the Senate under bipnrtisan
sponsorship deating with the problems of the lead and zine Industries,  Fhe reln-
tive morits of these proposals i€ something your committee is oxpoclally qualified
to determine. Llowever, regardloss of the speeltle huport tax formula or the
tariY detafls you eleet to enforee, it isx most mperative that the deelstons and the
action be swift.

It s for your commlttee to determine whether the perll points in the tarlff ave
correet and what moditdeations might be most reasonable and neeessary.  But
overriding your deliberations must be a senxe of renl wrgeney in the knowledge
that the life and death of whole mining communities, elties, and counties hang
fn the bnlanee,

1 have been in constant touch with mining, Inbor, and elvie leaders in Colorado
in the past fow monthy, and at this point I would Hke to mnke part of this record
roveral messages recelved last week from men intimately concerned with the
pending erigis facing both human and natural resources in Colorado, 'The mes-
sages I am about to read are from:

1. Peter J. Donoher, seeretary-trensurer, Leadville Miners Unlon, 24564, AF@L-
1o

2. N Wesley Johinson, assistant director, region 19, AVIL~CLO

3. Frank Coolbaugh, Climax Molybdenum Co., Climax, Colo.

4. . Cameren Grant, Avgyle Mining & Milting Corp,, Sliverton, Colo,

6. Jdohn W, Hill, Geand Junction, Colo., vice president, Colorado Mining Associa-
tion

6. The Silverton Chamber of Commeree, Stlverton, Colo,

7. Robert X, Palmer, excecutive vice president, Colorado Mining Assoclation

8. George Cavender, prestdent, Colorado Labor Counedl, ATI~C1O

I apprectate and extend my gratitude to the committee for hearing me this
morning on this matter of vital interest to my State.

MEssAaE8 TO SENATOR JORNN A, Carnrord, 1y Re Onists 18N COoLORADO METAL
MiNING INDUSTRY

1. From DPeter J. Donoher, seeretary-treasurer, leoadville Miners Union,
24504, AFL-CIO:

“Rexurrection Mining Co. has given notice to Tendville Miners Union, No.
245064, of closing. This is caused by low lead and zine prices. About 150 of our
members involved, many with years of senjortty, making it impossible to obtain
reemployment, especially in Leadville arven.  'Uhis will cause suffering and will
mean loss to Loadville.”

2, From 8. Wesley Johnson, assistant divector, reglon 19, AFL~CIO:

“This is to Inform you that the Resurrection Mining Co., which Is a subsidiary
of the Newmont Mining Co., located in Lendville, is closing down. ‘This is caused,
as you know, by the low market prices of lend and zine, This will have a serious
effect in Leadvllle, especially when a goodly number of these employees are those
who will not be abls (0 obtain reemployment, due to such factors as age and cer-
tain physical limitations that will not permit them to seek jobs at higher altitudes
than the Resurrection operation.

“I know that you will do all you can, for this Is a serious situation which is
now confronting the Rocky Mountain reglon, as I do know of other lead and
zine operations that have either closed ov expect to close.”

3. From Frank Coolbaugh, Climax Molydenum Co., Climax, Colo.:

“We are feeling the effect today of the lead-zine price situation with many
substantial mines closing down in Colorado and other Western States.

“It has very depressing effect on all of the mining industry with result that
much new exploration and development in other mineral flelds will also lag,
One very serious threat to our Government’s mineral economy is that in closing
our lead and zinc mines today many will necessarily pull their drainage pumps
and the mines will be allowed to flood and cave. Even with pricing or other pro-
tective measures set up to protect domestic industry, many of these mines could
not be economically reopened once they have been allowed to flood. Because of
this the country is definitely losing ground in its search for strategic minerals,
its effort to increase workable reserve of these minerals, and the ability of the
wining industry to serve in case of emergency. Certainly the situation is
critical now, and whatever can be worked out should be done quickly so as to
salvage what we can of the efforts that have been expended to date.

g
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“In an analysis of the lead-zine situation my sugpested proposal would be one
in which forelgn producers would be forced to compete falrly with domestic
producers through the tariff route,  Certainly we protect our higher standard of
living, but at the same time should not Hlock off a balanece of foreign trade
with unreasonable barriers. A sliding seale for tariff rates based on variations
of demand market prices of lead and zine in the country should not be too com-
pleated to work out and control,  We do not favor any direct subsidiaries on
metals nor subsidiarvies through and over extended domestie stockpile program
If any more permanent method ean be worked out in assisting the domestic in-
dustry to stand on its own feet.”

4. From J. Cameron Grant, Argyle Mining & Milling Corp,, Silverton, Colo.:

“Due to market drop In prices of lead and zine it will be necessary for us to
close down our mines and mill,  As we have the only mill operating in this county
it will mean the elosing down of all mines in this district, ns they depend on us for
milling their ore.”

B, From John W, Iill, vice president, Colorado Mining Assoclation, Grand
Junection, Colo, :

“1 belteve the present sltuation in lead, zine, and other metals and ofl may well
represent the future of the minerals industries unless a good, firm, long-range
mineral pollcy with principle regurding forelgn tmports is promptly legislated.”

6. From the Silverton Chamber of Commerce, 8ilverton, Colo. :

“Dectine in lead-zine price is closing more mines every week in this great
mining dixtrict of Colorado, Five thousand people here depend on mining for
livelihood.  Safety of Nation depends much upon abilities of our mines to produce
these strategle metals. Mines closed because of decline cannot be reopened over-
night. Increasing labor and material costs makes continued operation impos-
stble unless help from Congress is forthcoming immediately. ‘I'his industry is
lifeblood of Stlverton, Ouray, Telluride district.  Silverton Chamber of Commerce
endorses uny sound policy to stabilize domestic mined lead and zine.”

l 7. From Robert 8. Palmer, executive vice president, Colorado Mining Associa-
tion:

“Appeals have been made to you for action on lead and zine legislation. At no
time during the 15 yenrs I have served the mining industry has the situation been
more critical.

“Yesterday the executive committee of the association, with representatives
from all parts of the State, met and it was stated that Leadville is closing down ;
Silverton s awaiting action of the Congress and can’t last through the summer.
Gllman, In Eagle County, our largest producer, is operating in the red and won’t
Inst long, which will mean the loss of 550 jobs to deserving miners.”

STATEMENT OF GEORGE CAVENDER, PRESIDENT, CoLORADO Larog Councin, AFI~CIO,
JurLy 22, 1957

The drop in metal prices, particularly in lead and zine, is showing its effect
upon the employwment of labor in the State of Colorado. The Resurrection Min-
ing Co. of Leadville, Colo.,, has announced (coples of notices attached) that it
will gradually shut down its extensive mining operations. This shutdown is
bo'1id to <reate a hardship on the mining community of Leadville. (The reason
we are faniliar with the Resurrection situation is the simple fact that this opera-
tion employs members of Leadville Miners Union, No. 24564, AFI~CIO. There
have been reports of similar announcements coming in from Eagle, Park, Ouray,
Gunnison, San Juan, Dolores, Clear Creek, and other counties within the State.)

Therefore, we flrmly believe that the solution to the problem confronting the
miner in Colorado, along with those in other States, is undoubtedly the imposi-
tion of a graduated import tax which would go into effect when the price of lead
and zinc falls below a decent figure. As of this date, we are informed that the
operators must have at least some protective guaranty that zine will not fall
below 1415 cents, or in the case of lead, 17 cents. When prices go below these
figures without some protection, then mining camps must cease, and, of course,
our people lose their source of employment, along with accrued benefits, such as
seniority rights, pensions, ete.

While the valuation of lead and zinc produced in Colorado during the last
few years is not impressive as national production figures go, it is true that
last year we produced 70,700,000 pounds of zinc, at a valuation of $8,697,100.
In the case of lead, we produced 31,610,000 pounds, at a valuation of $4,709,809.

Unless action is taken in this session of the Congress, whole communities in
Colorado will be affected and many members of our trade-union movement will
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be digplaced. We know of many who will have a problem of finding reemploy-
ment, if at all. To these who are displaced, they will become a problem to the
community and the State. We wish to emphasize that it will be too late if
Congress adjourns and no action is taken at this session.

We urge your strong consideration of the proposuls being made to work out
equitable protection for both lead and zine, for, as it affects the mining industry
it also affects the jobs of many of our people.

Noricr

July 3, 1957

The Resurrection Mining Co. regrets to announce that, because of falling
metal prices as of July 8, the operation will be brought to an orderly shutdown.
All ore that would be lost because of shutdown, such as No. 2 stope at the
Irene and certain cleanup at the Julia Fisk, will be mined and milted, while
all machinery and equipment are being removed from underground. We expect
to completa this work within the next 2 months. Thereafter the mines and
mill will be completely shut down and maintained on a standby basis until
economic conditions warrant their reopening.

B. B. GREENLEE, Gencral Manuger.

Norice

July 12, 1957

Since our notice of July 3 announcing the shutdown of our operations, plans
have been adopted which call for a full crew, both underground and surface,
until approximately September 1. All men will, of course, receive 7 days’
notice in advance of actual layoff,

Between now and September 1 we wiil mine all ore from No. 2 ore body and
the Julia Fisk that would be lost during shutdown, and pull all machinery and
equipment, except pipe and ralil, putting the mines in good shape for reopening
when metal prices justify such action. At the Julia Fisk, before allowiug
the property to flood, a concrete bulkhead will be placed on the 500 level of
the Hellena, near No. 2 raise, so that when the Julin Fisk is veopened it can
be unwatered without our having to pump the heavy flows of water originating
in the Hellena workings. All supplies, equipment, material, and buildings that
will not be needed to resume operations at the Irene, Iowa Gulch, and the
mill are being disposed of, so that on resumption of operations a neater and
more compact plant will be available.

After September 1, certain key personnel will remain for a short period,
during which we plan to do a limited amount of development at the Irene,
primarily diamond drilling. DBy December we expect to pull the pumps and be
completely shut down., :

B. B. GREENLEE,
General Manager, Resurrection Mining Co.

Senator BENNETT. Mr. Romney will return to the stand.

Senator, we have one more supporter of the bill to testify when
Mr. Romney is through, and then Mr. Goodwin, of the Pervuian
American Association, has asked that we allow him to testify tonight,
because he has to be in New York for a doctor’s appointment in
the morning, and it is the thought of the acting chairman that after
that testimony has been received we will recess until tomorrow morn-
ing, when Mr. Stebbins and Mr. Vuillequez will be heard.

All right ; the committee is back in session.

Senator MaLoNE. I think I asked you already when you began to
have trouble with the tariffs on the lead and zine, and they began to
be lowered beyond the point of the ditference between the wage-living
standard and the cost of doing business, including taxes, in the chief
competing nation on each product, I asked you that question, didn’t
I, and you answered—what was your answer ?
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Mr. Roxxey. Well, T answered that certainly that would be the
effect upon the producers in this country.

Senator MarLoxe. Any lowering of the duties or taritis—articles I,
section &, of the Constitution calls them duties, imports or excises, but
we have long called them tariffs—below that differentiation which
we have described, would naturally result in an influx of more
imports.

Mr. Romney. More imports and harm to domestic industry.

Senator Marone. Of any product, not only lead and zinc.

Mr. Rom~ey. That is right. ,

Senator Maroxe. Now, then, it only remains to establish, it seems
to me—and I want to be as brief as I can and have a complete record—
why we did that, knowing that it would result in more imports.

Now, the Secretary of State has testified that whenever the admin-
istration, meaning the ICxecutive—and of course for all practical
purposcs it is the State Department—decides that our overall posi-
tion in the world would be strengthened by a lowering of such duties
or imposes or excises or tariffs, even though they were below that point
that we have described as protection, then even if they know it is
going to result in a depressed condition for that industry, or elimina-
tion of it entirely, that they have all the authority they need to proceed
in that matter.

You understand that that is what they have said and testified to, you
do know that?

Mr. Romx~ey. I was here when it was testified.

Senator Maroxe. That simplifies it.

Now, you were also here, no doubt, when the questions were asked,
and it was so testified, that the State Department and others have
advocated a bill in the Senate and the House—and I am not sure but
what it is introduced now, I was watching out for it to come out some-
tirne—to provide money from the same taxpayers that are losing the
industries generally, to retrain workers that lose their jobs by virtue
of that particular kind of a policy. ‘

You have heard that testified to right in this committee?

Mr. RomxEey. I have read some such bills, I am not acquainted with
their status.

Mr. MaroxE. I have read the bills, and as a matter of fact I am
going to vote for them sometime, if I am unable to stop this business
of eliminating the industries, because it is the only fair thing you can
do—that isn’t fair, because I know these miners like you do out there,
and I know the textile industry. Not as much as I know about the
mining men—but I know about workingmen in general. And you are
not very likely to train one of these miners to be a watchmaker, are
you, or something like that, after he has spent his life learning about
mining, it is not very likely to be successful, is it, this policy ¢

Mr. Rouney. Not that sort of a trade. They do move on into other
types of work. DBut it means uprooting their investments and homes
and all that sort of thing tied to that type of readjustment.

Senator MaronNk. They tried to learn something else when other-
wise their families would be out of school and starve to death.

Mr. RomxEy. There is a great deal of inconvenience and suffering
in making those adjustments.

Senator MaronNe. And it destroys communities that otherwise are
preserved if you do have a tariff or a duty that just makes up the
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difference between the wage, standard of living, and the taxes and
cost of doing business higher and the chief competing country, isn’t
that right ¢

Mr. Rov~ey, That is right.

Senator Maroxe, Then do you believe it to be a subsidy for textiles
or for machine tools or minerals, not only lead and zine, anything, if
the tartll or the fixed price only makes that ditference, would you call
it a subsidy? -

Mr. Romyey. No: T don’t think it is a subgidy, Senator. T have
heard that debated many times, but I am certainly on the side that
it it is related to cost of producing in a domestic economy, it is not
a subsidy.

Senator Marone. Of course not.  And that subsidy, or that tariff
or duty in the 1930 Tarifl Aet, is lowered as their living standards or
standard of living or taxes inerease in this foreign competitive nation;
that is what it says in the 1930 Tarift Aet, doesn’t it 2

Mr. Romxey, That is right, sir,

Senator Marone, So that when they are finally living about like we
are it. would automatically be free trade, wouldn’t it, and that would
be a very sensible way of bringing about the free trade, would it not ?

Mre. RovNey. Yes,

Senator Maroxe. Another thing T want to ask you if you agree
with me on and I have given this thing a lot of thought in the last 24
vears and the last 11 years here on the Senate floor—they say we want
to raige the standard of living of the foreign countries through the
reduction of our tariff and import fees and allow the goods to come in.

But the experience is—and I want to know if you agree—that it
does not 1'0.\'11\t in a raising of the wages and the standards over in
this competitive country, but it results in .American capital or some
other capital making some money out of it and holding the wages just
about the same—maybe a nominal raise over a period of years, but
not in accordance with the cut in our tariff.

No it does not result in the improvement of the workingmen'’s stand-
ard of living, but it does result in some of these governments, dicta-
torial governments, making some money to keep themselves in office,
and some of our Amevican capital that goes to these countries making
sone money. ‘

What is your impression?

Mr. Rox~xey. Well, T agree with you. T think the very difference
in our systems of capital investment—Dbetween this country and foreign
areas—mitigates against such benefits as are broadly shared from m-
creased production here in this country being experienced by foreign
labor. :

I have been conscious of that for a long time, and basically, I agree
with you, yes.

Senator Maronk. Well, the reason we have a market—and there
may be a lot of different conclusions—but the reason we have a great
market in this country, where most of the foreign nations have none of
any consequence—is because for some reason, and probably different
reasons, from different people, that it has resulted here in the divi-
sion of the profits and production in the form of higher wages, isn’t
that right? '

Mr. Rom~NEY. Yes, sir.
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Senator Maroxe. And as the wages go up, it is not the men running
the business—or a comparatively few, maybe 1 percent—bhut the 99
percent that work in the mills or in the textile mills that are allowed
to get these higher wages up to a point—and that is always an argu-
ment as to how high they are allowed to go—but they are allowed to
increase in accordance with the cheapened productions, and therefore
we create a market ; isn’t that right?

Mr, Romyey., Yes, sir.

Senator Marone. Maybe if we took the profit out of this cheap
labor at the water’s edge, through a flexible import fee that they call
duty in article I, section 8 of the Constitution, and suddenly these
dictators or kings or queens, whatever they are—and I get tired hear-
ing them called the kind of government we are, but we are floating
toward their kind, so one of these days the statement is going to be
approximately correct—but if we took that profit out of that flexible
import fee, just took it out, not prevent them coming in, but when
they come in they come in on your level of costs—I am talking now
about the average costs—maybe they would go home and say “Well,
the party is over; we might as well let our labor participate in this
business here and create a market at home,” do you suppose they might
do that?

Mr, Rom~ey. It would be a very desirable effect if it did do that.

Senator Maroxe. Then the very policy we are carrying out defeats
what we say is our objective, does it not, in trying to raise ithe wages
abroad, we make it profitable for them to hold it down and defeat the
very thing they say we want to do, don’t we?

Mr. RoMNEY. You have lost me there, Senator.

Senator Maroxe. Let me go over this again,

I know you have thought about this. If you can profit by the
cheap labor—you can do it, I can do it—I was in the engineering
business 30 years before I came here—you get some capital together
and go over and use that cheap labor.

And then when you go there the more you can hold that labor or
\\"hferc? it is the more money you make here in this market, isn’t that
right?

Mr. Romxyry. I see your point, yes.

Senator MaroNE. Now, if they suddenly hear that we got our feet
on the ground and went according to the Constitution of the United
States, and the Congress did this job, like the 1938 Tariff Act says
the Tariff Commission must do it as the agent of Congress, and they
just took the profit out of this and grinned at them, then we may say
“We have our plant here, you might as well let this labor go up so
that they can then buy some of this profit.”

So don’t you think it would be more incentive to raise the stand-
ards of living in foreign countries if we took the profit out of it here
a}nd I%t them make the full amount of money by holding it down over
there?

Mr. Rom~EY. It could well work in that direction.

Senator MaLoNE. The more you think about that I think the more
you will agree that that is about what would happen.

Now, you have heard this talk about marginal operators, haven’t
you, marginal mines, marginal operators?

Mr. RomNEY. Yes, sir.
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Senator MaronEe. That marginal operator would apply just the
same to a textile plant or anything, they are marginal, Lecause they
could not quite make a go of it?

Mr. Rom~ey. That is right,

Senator Marone. So that in the American public’s mind, the
thought has been imbedded for 124 years that if you can’t compete
witlh ghis cheap labor you are a marginal operator, isn’t that about
right.?

Mr. Rosxuy. That is the view that has been sold.

Senator MaroNe. You agree with that?

Mr. RoMNEY. Yes, sir.

Senator Maroxe. You and I, T think, agree—and that is what I
question—that a marginal operator here would only be a man that
could not. operate on a duty or tariff that took the profit out of the
low-wage labor, and then if he could not make it go with the tariff
that made the difference between the difference in the labor cost here
and the taxes and cost of doing business in this Nation and the chief
competing nations, then he would be a marginal operator?

Mr. Roy~ey. He would be marginal in our economy, I think.

Senator Marone. T think it is time that the American taxpayers
had a definition for a marginal operator that they could understand
and that made sense, none of these marginal operating definitions by
Americans who are doing business abroad and want to bring the stait
in here makes very much sense, do they, with you?

Mr. RomNey. I agree with you.

Senator MaroNe. Now, all we want, then, is a price, a set price,
which we set on tungsten and 6 other minerals in 1953, and cut. it. 4 in
the extension of 1956, in the Mineral Purchase Act, the Malone
Aspinall Act, we tried to set a fixed price there that made that
difference, didn’t we?

Mr. RomnNEey. That is right.

Senator MaroNe. And everybody started into business pretty well.
Now, Congress then—and the House has just as much right as the
Senate to do whatever they want to do—they decided that they didn’t
want. any more tungsten produced in the United States, so I guess
they have won their battle on that. So our mines, domestic mines,
have closed down. But with the duty or a tariff, or whatever they
want to call it, excise tax, to make that different, or a set price to make
the difference, all that would be, then, would be just favorable and
reasonable competition, wouldn’t it?

Mr. Rom~ey. That is right.

Senator MaroNE. You don’t keep the foreign product out, if you
didn’t have enough zinc or lead here under that business it would
come in, wouldn’t it?

Mr.; Rom~ey. That is right. :

Senator MaroNE. And all you want, then, is a fair break with the
foreign producer, that is right, isn’t it ?

Mr. RoM~Ey. That is right.

Senator Maronk, Now, immediately in newspaper reports and mag-
azine articles, when you start talking about a tariff you talk about a
wall around the United States.

Now, a tariff or a duty or an excise tax adjusted on the basis of fair
and reasonable competition wouldn’t be much of a wall, would it?

Mr. Rom~eY. I don’t think so.
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Senator MaroNe., And no one that I know—and this includes you
unless you want to contradict me, aund I have known you an awfu
long time, you remember—no one wants a high tariff and no one wants
a low tarift, in the mineral business, textile business, or anything else;
what they want is that differentiation, isn’t it ¢

Mr. Royney. Something that fairly represents the differential
in the cost of production.

Senator MaroNe. Then what you are doing is competing with the
American market, is that right ?

Mr. Rom~ey. Thatis right.

Senator Maroxe. Then if I produce more than the American mar-
ket can absorb, the more efficient operators will get the business and
the others will go out eventually, isn’t that right ?

Mr. Royney. That is right,

Senator Maroxk. Isn’t that all you are asking for?

Mr. Romney. That is all the interest is asking for, in my opinion.

Senator Maro~e. If you think that is the right principle, and you
think, as I do, that this is the first time they have broken through that
sound barrier at the White House, and they have acknowledged that
there is some difference that has to be paid up one way or the other,
then, if that is a fact, that it does have to be made up, then it only de-
volves on the question of how to do it, isn’t it ?

Mr. Rom~EY. That is right, sir.

Senator MaroNE. Then, which is the best way to do it, just sharp-
shoot it and fix the peril point, and then have a 1-cent tariff whenever
it goes below a certain point, or take it off when it goes above, instead
of having someone around here sitting on a nice soft chair deciding
when that ought to be done; wouldn’t it be better just to adopt that
principle that we had for so long and let the Tariff Commission do it?

Just let them—they can call a hearing, you know, under the old
1930 act, on their own motion, at the request of this committee or any
committee of Congress, by the President, or any producer or con-
sumer; they can take it up and have a rehearing on any product in
their repertoire. Then let them do that, and let them continue; they
fix where the peril point ought to be regardless of any manipulation
of foreign nation’s money, in terms of the dollar, or any other
manipulations they want to make; let them compensate for it ; wouldn’t
that be the best way to do it?
~ Mr. RomNEy. The Tariff Commission has always done an admirable
job on investigations of the type that you are speaking of.

Senator MaLoNE. And they are still doing an estimable job in in-
vestigations, but in 1934 all of the authority was taken away from
them, wasn’t it, through the 1934 Trade Agreements Act?

Mr. RomNEY. Very fargely.

Senator MaLoNE. Do they have any now ¢

Mr. Romney. The authority to continue the investigations; they
have no authority to——

Senator MaroNE. They can’t do anything about them.

Mr. RomneY. To implement their investigations or recommenda-
tions.

Senator MaroNE. As a matter of fact, when Congress transferred its
own constitutional responsibility to regulate foreign trade and the
national economy to the Executive, with full authority to put it in

961390—57——9
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Geneva, the Tariff Commission passed outy along with Congress, ns
its agent,

M Romyey. When you saw that in the lead-zine ease,

Senator Mavone. This peril point, we have already destroyed that;
it._is something that ean be destroyved 5 minutes after we arvive at
what it is, that it ean be changed beeause of the manipulation of foreign
currency and other manipulations. What. about. this escape clause
that. wo hear so much about, or we used to hear so much about ¢

Mr, Romyey. Welly we ave very familiar with ity of course, as yon
know,

Senator Marone. Did anyhody ever eseape?

Mr. Romney. Well, there ave a few; 1 think there are some 6 or 7
out. of 24 or 25 decisions that have given relief, but the major ones
have not-—the lead and zine industry is o classic.

Senator Mapoxe, The eseapo clause could still be judged not from
the standpoint of the benefit of the industry, that is, that it may need
that. production and they really vealize ity but it could be judged on
the statement that Mr. Dulles made that they could destroy one indus-
try or depress it or do anything they want to do if they thought the
overall preture justified it in improving the position of the United
States internationally : could they not?

In other words, there are other factors considered by the White
TTouse under the 1934 Trade Agreements Aet, as extended, than keep-
ing any particular industry in business by allowing them to have that
ditfferential we have alveady described.  And over those factors you
have no control, the Tarift’ Commission can’t judge it, Congress has
no control; have they?

Mr. Romxey. That is right.

Senator Maroxe. Mr, (‘»Ruirnmn, that is all.

Senator BenNerr, Thank you very much, Mr, Romney.

And we will anticipate additional material for the record.

Mr. Romyev. Fines 1 will furnish it very promptly, sir.

('The following was subsequently receivm{ or the record:)

STATEMENT 0F Mitks I, ROMNEY, MANAGER, UrAil MINING ASSOCIATION ON THR
Svniker oF IMPORT "PAXEs ON LEAD AND ZINC

I have been active in the mintng industry for the past 25 yecars, prineipally
in the Western States, in the capacities of winer, exploration geologist, and
mine manager, In my present position 1 represent the mine operators of Utah,
including those who produce in excess of 10 percent of the total lead and zine
produced in the United Statoes,

We support the statement and the sliding scale import tax schedules proposed
therein presented to this committee by the Emergeney Lead-Zine Commiittee.
This statement is supplementary thereto.

The issue at stake in the proposed sliding scale import tax for lead and zine
relates primarily to the economices of mining ax they affect the mine. Al costs,
including milling, smelting, refining, marvketing, and the trausportation related
to these functions, ave charged to the ndne operator and fherefore ave de-
ductible from the market price of the metals produced.  'T'he mine operator must
pay production costs and rvealize any profit. from the balance after such dedue-
tions. ‘That balance is eatled net smelter return.,

A statement furnished this committee by Mr, 8. K, Droubay, of the United
Park City Mines Co,, shows the *net smelter return” to his mine to bhe 27 percant
of the market price for zinc and 6 percent of the market price for lead.

In Uiah in 1836, five major lead-zitic mines wore operating., Metal prices
averaged 16-cent lead and 13V-cent zine for the year., IFour of the flve mines
lost money at those prices, as evidenced by their annuanl reports, Two of the
four closed their mines early in 1957. ‘They are the Chief Consolidated Mining
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Co,, which has produced lead-zine continuously siuce 1809, and the Combined
Metals Reduction (lo., which has operated mines and a flotution mill contin-
uously for at least 25 years. United Park Clty Minex Co. and New Park Mining
Co, Hustrated in statements to this committee that a price of 17 cents per pound
of lead and 141 coents to 1534 ceuts per pound of zine was necessary to ennble
them to break even,

The price Is now 14 cents and 10 cents, respectively, for lead and zinge as a result
of drastie price reductions beginning in May of this year, eaused by excessive
supplien of metals.  Kxcesslve in splte of near record consumption and helow
normnl domestie mhne production, but heenuse of excessive lmports,

o further Hlustrate mining cconomiles in the United States, present labor
blasting powder, steel, thnber, and transportiation costs are compured with the
194740 avernges for those items,

The inereases are:

GO percent. for Inbor (base day’s wage rate)

48 percent for blusting powder

80 percent for steel (base material for machines, equipment, aud many supply
items)

B7 pereent. for timber

068 percent for frolght on lead hulllon to market

09 percent for zine metal to market

In additlon to the above cited Increased costs, the charges for mtlling, smelting,
refining, and marketing have Inereased and the “net smelter return” on the ore
sold is therefore considerably less today than wonld have heen realized in 1947,
For exnmple, in 1047 a ton of lead ore containing 15 percent lead, sold to a tead
smelter on a 1G-cent market price, wonld have netted to a certain mine $31.48
per ton.  In January of 1057 a ton of ore of the same lead content nt the same
market price would have netted to the same mine only $19.61 per ton, or only
G2 percent of the net renlized in 14947,

Utah operators have done an outstunding job in improving efticiency in op-
eration through mechanization, revampdng mining systems, ete., but have been
able to only partinlly offset the combined impret of high production costs and
decrensed net smelter returns,  Most exploratory and long-range development
has been eliminated,

At 16-cent lead and 13%-cent zine, prevalling o 1956, Utah mines were op-
erating in distress, At L-cent lead and 10-cent zine they face disaster. Two have
already closed,

Utah milly and smelters normally serve as treatment. plants for many inde-
pendent. lead-zine operators in the surrounding or nearby States of Colorado,
Nevada, Arvizona, Montana, and Idaho. In 1949 such operators shipped ore:
to Utah containing 49,000 tons of lend and zine. By 1935 the impact of in-
crensed mining costs, lower net smelter returns, and lower prices resutted in
shutdown casualties among those independent operations to such a degree that
the tonnage of lend-zine In ore from those sources was reduced to 7,000 tons.

In Utah, the shutdown casualties among independent operators resulting
from the same conditions are illustrated by the records of the Utah State Tax

Commisxion.  Compnrison of the 1949 and 1935 records follow :
Total tons Operators Operators Operutors Operators
leadd-zine ore producing producing producing producing
mined 10,000 tons 5,000 to 1,000 to 1to 999
ar maore 9,000 tons 4,980 tons tons
Nums- Num- Num- Num- Num-
berof | Tong | herof | Tons | her of | Tons | herof | Tons | ber of | Tons
ojrr- oper- opers opers opwr-
atorg ators ators ators ators
49 .. 23 | 827,680 9 | K01, 304 1 {0444 5 1 16,400 813 43
1065, e 9 | 698, K6l 5 | 697,070 ... . alll 1 1, 189 3 602
Loss of producers I
and tons of ore. . 14 | 128,780 4 | 104,24 1] 6 441 § 15217 ] 51 2,834

Opponents of the industry’s proposals for a sliding-scale import tax to afford
protection from excessive fmmports and surplus supplies of metal on our market



126 IMPORT TAX ON LEAD AND ZINC

have clulmed that the mines closed and those dlstressed are marginal operations,
Hvery mine {8 marginal at a glven prico for metnls, Under the depressed prices
provailing since 19063, more American mines than foreign have been marginal
under those prices. One principal factor has been that Amerlcan miners enjoy
an Amertean standard of living through the highest wages, most inclusive fringe-
henetit program, and the best working conditions fn the world, Many of the
do;nostlc mines would not be marginal in foreign areas under the same depressed
prices.

One operator recently lHustrated this point tersely swhen he said: “My mine
{s not marginal beecause of ita ore; it's marginal because of its being loeated in
the United States.”

Steel, aluminum, transportation companles, utilities, and many other indus-
tries have been able to adjust prices to compensate, in part, at least, for cost
inflation. Many nonferrous metals, Including lead-zine, are marketed under
worldwide competitive conditions and cannot make such compensating price
adjustments,

To avold, through further mine closures and curtallments, tae continued export-
ing of the jobs for miners nnd all the related economtie benetlts that come to the
communities, the States, and the Nation from mining, there must be an adequate
provision for equalizing the competitive ability of domestle and foreign mining
operations. We have been exporting Jobs and benefits over the pust few years,
and the present price crisls promises to export more,

Taxes to local, State, and Federal governments are among the economie
benefits exported. Utah lead-zine mines had an assessed valuation, based on
1049 production, of $10,804,005, but only $6,456,102 in 1055. At a 40-mill (about
average) levy, this meant a loss of about $175,000 in State and local property
taxes and at least twice that amount in total direct taxes to State and local
governments. The total loss to all governmental agencies would be staggering
if computed for all tax losses and for all lead-zine-producing areas,

The operators from Utih join the rest of the lead-zinc-mining industry in
urging passage of import-tax legislation based on a fair evaluation of costs of
production in onur domestic economy with costs of production in competitive areas.
We believe the industry propasals, as to peril points and import-tax applieations,
contained In testimony presented to this committee by the Emergency Lead-Zine
Committee will accomplish that end and respectfully urge the committee to favor-
ably consider those proposals,

Senator Benvere. Our next witness is Mr, Albert Pezzati, Interna-
tional Union of Mine, Mill, and Smelter Workers. Mr. Pezzati is
accompanied by Mr. Herman Clott, the Washington representative.

You have a statement, Mr. Pezzati?

STATEMENT OF ALBERT PEZZATI, SECRETARY-TREASURER, INTER-
NATIONAL UNION OF MINE, MILL, AND SMELTER WORKERS;
ACCOMPANIED BY HERMAN CLOTT, WASHINGTON REPRESENTA-
TIVE

Mr. Przzarr. Yes, sir; T have a somewhat comprehensive statement,
Senator Bennett, which is too long to read. It contains various ex-
hibits and an a )f)endix. But I have summarized it. And I think in
the time available I will be able to get through the summary.

Senator MaroNE. You would have your statement appear in the
record complete and then you will give the summary ?

Mr, PezzaT1. That is right, Senator.

Senator Maroxe. Without objection, the statement will be pub-
lished in the record, to follow the summary statement and questioning
of Mr. Pezzati.

You may proceed, Mr. Pezzati.

Mr. Przzatr. My appearance here today is on behalf of the vast
majority of workers employed in copper, lead, and zinc mines, mills,
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smelters, and refineries in the United States who are represented by
the International Union of Mine, Mill, and Smelter Workers.

My purpose is to urge upon Congress the ennctment. of legislation
in this session that will provent the further collapse of essentinl seg-
ments of the non-ferrous-metals industry.

Only within recent months, whole sections of this industry have
been d‘:avustated by sharply falling prices as increasing supplies con-
tinue to exceed industrial needs. . o

We estimnte that from 3,500 to 4,000 workers in lead-zine mmm?—
roughly 25 percent, of the entire production force—have, thus far,
lost their jo\»s in this most recent “recession.” That represents an
approximate annual wage loss of from $1614 million to $18145 million,

At this point I would like to call your attention to exhibit 1, which
is, I think, probably the most complete summary available to this
date in one place of shutdowns und curtailment of operations, which
indicatethe ¥oss of jobs.

Senator Marone. What page isthat?

Mr. Przzarn It is exhibit 1, following the last page, page 19 of the
main statement. ' .

Senator Brnnerr. It is found following page 19 of the main state-
ment, and will be so filed in your reference.

Mvr. Przzatr. Without taking the time to go over the whole thing,
I think you will see that it shows pretty quickly at a glance that 1n
every Western State there has been some pretty severe curtailment,
both shutdowns of oFerutions and also layoffs as a result of reduced
operations, the supplies to almost every leading zinc-operating com-
pany in the whole Rocky Mountain area, and, of course, it extends
to the tristate area, where more than 700 jobs have already been lost.

As n result, of course, of the shutdown of ore-producing mines, the
cutbacks have extended to smelters further east, with the result that
other curtailments have already taken place or shutdowns are sched-
uled to take place as far east, for example, as Pennsylvania, where
the American Steel & Wire Co., in Donora, has a scheduled shutdown
on November 1 which will affect some 450 joi)s.

But the main thing to note is that no sinﬁle ore-producing State,
and particularly lead-zinc-producing State, has escaped these blows.
And as I say, also, the exhibit itself is not quite complete, because
the further reductions are taking place all the time.

Just before coming in here 1 was advised that every single mining
operation in the State of Colorado is scheduled to be shut down, with
the single exception of the Climax Molybdenum Co., in Climax, Colo.

To go on, then, with the statement : Income loss is but one measure—
possib]y not the most significant—of the etfects of mine shutdowns.
There 1s also a terrible waste of human and natural resources.

Few of the remaining lead-zinc mines still in operation can lon
survive unless the present downward trend of prices 1s sharply check
and reversed. Continued reduced output of lead and zinc ores will
inevitably extend unemployment to many smelters and refineries.

This most recent slump in lead-zine mining marks the third serious
attack of “depression fever” that has shaken this industry since the end
of World War I1. From a postwar peak of nearly 23,000 employees
in 1947, it is doubtful whether, today, many more than 13,000 em-
ployees earn their living in this section of the industry. Thus, over a



128 IMPORT TAX ON LEAD AND ZINC

period of less than 10 years, lead-zine mining has suflered a nearvly
+4-percent drop in employment.

The present crisis was immediately precipitated by Government
curtailment of the barter program, whereby surplus agricultural
goods were exchanged for foreign metals, and the anmounced inten-
tion of terminating Government. purchases for the long-range stock-
pile. Both of these programs, despite their limited effeets, had bol-
stered the lead-zine market over recent years, The fact that the
removal, or just the ,n-opnsod removal, of what were long recognized
as only temporary relief measures could plunge the industry into such
a sharp slump is, in itself, indicative of the deep-rooted nature of the
illness,

For the past fow years, United States Government purchases of
lead and zinc had provented excess world supplies of these metals from
seriously depressing prices. The basic condition—unchecked vising
foreign output, without a similar rise in world consumption—con-
tinued throughout this period. In recent months, l'oducv(ll purchases
by both industry and Government have unleashed a flood of imports
on the Ameriean market which lhave seriously depressed prices.

The copper situation has also deteviorated sharply within the past
year. We recognize that possible congressional action with regard to
copper is not within the scope of these hearings. We do believe,
though, that developing trends within the copper industry bear watch-
ing by all those concerned with the development of a healthy and
sound United States mining industry.

Here again T would like to point out that exhibit 1 refers to shut-
downs and layoffs in copper mining, which I believe are much more
extensive than most people realize. In the most famous mining
camp in this country, Butte, Mout., our figures show, by our own direct
examination of the situntion, that there have been some 1,461 jobs in
copper alone, not to speak of zine, which have been curtailed in the
past several months. Not all of those people have lost their jobs
irrevocably, some of them have been transferred to other operations.
Nevertheless, our own figures show that Senator Mansfield’s estimate
that he made this morning of some 1,500 lost jobs is pretty nccurate,
in fact, our own figures, which we compiled directly, show that some
1,700 miners have lost their jobs in Butte, Mont., in these past few
months, That includes zine miners as well as copper miners.

And in the State of Nevada in the ‘)ast few months, while the Kenne-
cott operations have not been shut down, they have been curtailed to
the extent that 330 miners have been laid off in that period.

As so it is likewise in other States like Arizona and the State of
Washington.

So our position on that is that should the situation continue to
deteriorate, we ‘l)ropose to urge upon Congress, as Senator Mansfield
also suggested this morning, the enactment of legislation embodying
a similar high peril point and increased import tuxes for that metal
as well,

The present crisis in lead and zine mining is a direct outgrowth
of the foreign mineral policy pursued by both this and the previous
national administration. For over T years now, both administrations
actively stimulated and promoted the development of foreign mines
on similar premises: (@) That domestic supplies would be inadequate
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for our growing needs; (0) that we weve in danger of becoming a
“have not” Nation; and (¢) that such foreign development was essen-
tinl to our national security.

Mainly under the stimulus of United States Govermnent assist-
anee, foreign lead-zine mine expansion has grown rapidly—during
a period when United States mines, under constant pressure from
11115);'(! cheaply produced imports, have been on a continuous downward
slide.

United States lead mine production last year was some 11 percent
below the average level of production during the 1946-50 period.
Over the same period of time, production in the rest of the world
expanded by 72 percent.

United States zine mine production dropped by over 12 percent
from the 1946-50 period to 1956, while production in the rest of the
world leaped upward by over 94 percent.

The exhibits dealing with these figures are numbered 2 and 3, and
1 won’t bother to go into them now, in the interest of time, in view
of the fact that somewhat the snme figures have been presented by
other witnesses here today.

Senator MaroNe. Would you like to have them made a part of the
record ¢

My, Przzavt. Yes,

Senator Bexnerr. They are already in the record, Senator.

Mr. Przzart. Thank you.

Zine imports, last year, were at the highest level in the history of
this country. They are now coming in at an even higher rate. Lead
imports, last year, were also at an unusually high rate. And this
rate of imports, as compared with American production, I might add,
is contained in exhibits 4 and 5, which don’t quite show, if I might
interpolate here, Senator Bennett, don’t quite show exactly what effect
stockpiling had, or what the margin of production is over consump-
tion, but I believe indirectly will indicate something of the nature of
these two questions which you raised earlier this afternoon.

Now, foreign lead-zine producers enjoy distinet competitive advan-
tages over United States producers. Their ores are generally of higher
grade and their wage rates are much lower than ours.

Canada is the only country in which earnings ave nearly comparable
to those paid in the United States. In Peru——a major source of lend
and zine, and a future source of vast amounts of copper—daily wages
are less than one-half of what a United States miner earns in an hour.
In other Latin American countries, daily wages frequently do not
equal hourly United States earnings.

Throughout all of Africa, monthly wages paid native labor seldom
equal daily earnings in the United States.

And here I would like to have your leave to call attention to exhibit
No. 6, which I think paints a pretty revealing picture of the com-
parison between prevailing wages in our copper mines and in our lead
and zinc mines, and those prevailing in other countries. There is
just no comparison at all between a figure of $2.30 an hour in 1956,
which doesn’t even take into consideration the increased rate being

aid today in copper, and $2.14 per hour for lead and zine in the
I‘ilnited States, and those which are listed down the page are mostly
in South America, and also in Africa.
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The one exception, as I have already indicated, is Canada, whose
hourly rates of pay are much more nearly comparable to ours for
mining in copper, lead, and zinc, and other metals than gold. But
the problem of trying to compete with wages that are listed for those
various countries that are obtained from official sources is a problem
which deeply affects, of course, the man who works in the mines in
this country.

This unequal competition has been the direct result of our Govern-
ment’s policy of stimulating foreign production of essential minerals.

We estimate, on the basis of such partial data as are available, that
since 1950, total United States Government commitments for foreign
minerals development and stockpiling have been over $1 billion.

And the basis for our estimate is contained in the appendix, which
is the last supplement to the main statement.

We estimate that United States Government assistance in all forms
for copper, lead, and zinc development and processing abroad, since
1950, has run, at & minimum, to between $300 million and $400 million,
This figure is exclusive of Economic Cooperation Administration and
regular stockpiling program purchases of these three metals.

Again, if I can, Mr. Chairman, you mentioned that you were under
the Impression that these commitments, loans, credit, and so on, for
the development of foreign mining had been curtailed in recent years,
But our own estimates, based on those official reports that are con-
tained in the appendix, show on the contrary that it will be continued
to be outlaid vast amounts for this purpose.

And I had a clipping which I seem to have mislaid from the Ameri-
can Metal Market of only last week, reporting that some $20 million
was being advanced to Spain for the same purpose, for the purpose of
developing the mining industry in Spain. ‘

So that this, while it may have dropped off from what it was in the
early fifties, certainly has not been shut off entirely, and still repre-
sents a problem.

Senator BEnNgTT. Isn’t there this change in pattern, that most of
the assistance, if that is what you call it, in the last 3 or 4 years has
been in the form of loans through the various loaning agencies rather
than grants?

Mr. PezzaT1. Yes; that is true.

The magnitude of the Government’s efforts to stimulate overseas
production of minerals, especially lead, zinc, and copper, raises the
question as to the national interest in maintaining a healthy domestic
mining industry in these metals. Increased overseas production has
been regarded as important to the defense and security interests of
the United States. We contend that even more essential to our na-
tional interest—both in terms of security and for the healthy develop-
ment of our economy—is the preservation of our own domestic mining
industry.

The United States domestic mining industry is the source upon
which we would be forced to rely if, in any emergency, overseas sources
of supplies were cut off. This must continue to be our main source of
supplies for the expansion of our economy. Experience has shown—
both in 1947 and in 1951; and I believe if you will turn back to the
exhibits on imports, exhibits 4 and 5, this will be borne out—that
foreign supplies may not always be available to us during periods of
economic expansion.
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In other words, during the period of the Korean war, when we were
in need of lead and zinc, these imports were only, in lead, 66 percent
of our domestic production; in zinc they were only 57 percent. Look
at the difference now. In February of this year the ratio of imports
to domestic mine production in lead was 186.9 percent. In other words,
86 percent more t}mn the domestic production.

f we intend to rely on foreign sources during a period of emergency,
then the record of history would show that this is a false expectation,
because precisely during those periods of emergency is when the for-
eign supplies are not made available to us.

herefore, our conclusion is that our own domestic mining industry
is essential.

Now, what possible advantages would be gained for United States
industry in securing foreign metals now at a possibly lower price,
if the cost of such temporary advantage is the collapse of our own
mining industry and the complete dependence of United States in-
«dustry upon foreign sources of supply ?

Mr. PezzaT1. In the interest of saving time, since I have interpolated
a good deal, I would just as soon sum up the rest of our program, and
‘T am sure you would not object.

I point out first that our own consumption of zinc last year, while
it was at the second highest level in history, was still only 2 percent
above what it was in 1955. In this same period, industrial production
generally increased by nearly 28 percent.

Industrial use of lead last year was even less than it had been in
1950, to the extent of 214 percent. In view of this whole situation we
propose this program:

1. A sliding scale of import taxes that would become effective when-
ever domestic market prices of lead and zinc fall below specified peril
points,

2. X quota system for imports whereby total imports would be
geared to the estimated total consumption needs of the domestic econ-
om);l, with individual quotas for each exporting country, based upon
both past records of imports and relative wage rates.

Thus, in effect, preference would be given to those friendly nations
which have traditionally been our main sources of supply and, in
addition, we would be encouraging the raising of living standards in
all countries that export to the United States.

We think, further, that there should be a greatly expanded research
program for the development of new applications of copper, lead
and zinc. We believe that Congress should appropriate additional
funds for extended research on new techniques of discovery and
exploitation of low-grade ore.

Ve further support the proposals of Senators Johnson, Magnuson,
an(i1 Mansfield for reexamining and reopening the avenues of world
trade.

On specific bills, we think that S. 2375, which proposes an explora-
tion program and the payment of production bonuses for ceriain
minerals, should provide the necessary funds for more research on new
techniques of discovery and exploitation,

On g 2376, as I suggested already, we believe that while we are in
general agreement with the purpose and principles of the bill, we
think that the proposed schedules of excise taxes are too low. And
we propose that they be made here.
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Senator Benyerr. Would you generally agree with the figures that
iu.w}e be’en considered by the industry emergency committee which are
1gher’

Mr. Pezzari. Yes; that is generally our position, and I want to
elaborate on it a little bit—the statemnent does have some elaboration.

Now, we also at the very end here elaborate on why we believe there
should be some quota arrangement, but I will let the statement speak
for itself without taking any further time.

Thank you very much.

Senator BexNrrr. We appreciate the statement and the exhibits for
the record. They are very complete, and I am sure they will be useful.

(The prepared statement of My, Pezzati is as follows:)

STATEMENT BY ALBERT PrZZATI, SECRETARY-TREASURER, INTERNATIONAT UNION OF
MiNE, MILL, AND SMELTER WORKERS, ON PRorosknp IMPORT Excise TAXks
ON LEAD AND ZINO

My appearance here today is on behnlf of the vast majority of workers employed
in copper, lead, and zine mines, mills, smelters, and refineries in the United States
who are represented by the International Union of Mine, Mill, and Smelter
Workers. My purpose is to urge upon Congress the enactment of legislation,
in this session, that will prevent the further collapse of essential segments of
the nonferrous-metals industry.

THE DPRESENT CRISIS

Only within recent months, whole sections of this industry have been devas-
tated by sharply falling prices as increasing supplies continue to exeed industrinl
needs. The situation is especially acute in lead and zine where the impact of
mounting imports has already caused the shutdown of important mines in prac-
tically every western mining State, in the tristate area of Missouri, Oklahoma,
and Kansas—and in numerous eastern producing areas.

Some indication of the extent of this devastation may be gathered from our
first exhibit, Partial List of Work Curtailments in Lead, Zine, and Copper. The
list, as the title states, is only partial-——we had neither the time nor the means to
canvass the situation in every producing area. We have also heard of additional
shutdowns and cutbacks in several of the eastern areas on which details could
not be secured.

1. Shutdowns and uncmployment

We estimate, on the basis of such partial information as we have been able to
secure, that from 3,500 to 4,000 workers in lead-zine mining—roughly 25 percent
of the entire production force—have, thus far, lost their jobs in this most recent
recession, That represents an approximate annual wage loss of from $1614 mil-
lion to $181% million. Add to this the many millions more previously expended in
materials, supplies, and local services and you can begin to appreciate the
truly devastating economic impact of these shutdowns on the comimunities in
which these mines operate. These communities are invariably one-industry areas
wholly dependent upon mining for their economic sustenance.

2. Loss of human and natural resources

Income loss is but one measure—possibly not the most significant—of the
effects of mine shutdowns. There is also a terrible waste of human and natural
resources.

Miners are skilled craftsmen, whose long acquired skills are not readily
adaptable to other industries. Other jobs in their community are rarely avail-
able and the loss of their job usually means abandonment of their homes and an
expensive, if not futile, search for employment in other areas. Their special
skills, not easily replaceable—as our experience in World War II showed—are
forever lost.

A mine shutdown also invariably means that some significant part of our
limited and irreplaceable mineral resources has been lost to the future needs
of American industry. Unlike factories, mines cannot be shut down and reopened
at will. The closing down of underground mines usually brings flooding and
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cave-ins, 'The ore lost through mine abandonment cun later be recovered, if at
all, only at greatly increased costs.

Many more mines, in addition to those listed in our exhibit, are now tottering
on the brink—many of them are continuing operations only in the hope that
this Congress will provide some form of relief for thelr present plight. Few of
the remaining lead-zinc mines still in operation ean long survive unless the
present downwuard trend of prices is sharply checked and reversed. No single
lead-zinc property, to our Rknowledge, cean continue at its present level of
operations under prevailing price trends. i

8. Zinc-smelter curtailments

An as yet unknown number of layoffs have also occurred at United States
zinc simelters in various parts of the United States. Many of these smelters, as
is al®o shown in our exhibit, have effected production cutbacks that will, if they
have not already, result in loss of employment. One smelter—the American Steel
& Wire's Donora, I'a., plant—will close down, after 42 years of opcration, on
Noveumber 1 because, according to newspaper accounts, “plentiful sapplies of
zine are avallable at prices lower than the cost of manufuacture at the zine
works.” The shutdown will affect some 450 workers—an additional 100 will
remain to operate the auxiliary sulfuric-acid plant which will continue
operation,

Continued reduced output of lead and zinc ores will inevitably extend unem-
ployment to many smelters and refineries. The vast majority of such workers
are employed at operations primarily dependent upon domestic sources of sup-
ply. A tabulation by the Tariff Commission in their 1954 study of the lead and
zine industries—the only known recent tabulation of its kind-—showed that in
the 1952-53 period, when ore imports were also at an unusnally high level, about
75 percent of lead smelter and refinery workers were employed at operations
processing mostly domestie ores; about 79 percent of zine smelter workers were
similarly engaged at operations processing mostly domestic materials,

4. Third posticar crisis

This most recent stump in lead-zine mining marks the third serious attack of
“depression fever” that has shaken this industry since the end of World War
I1. From a postwar peak of nearly 23,000 employees in 1947, employment dropped
by 16 percent to a little over 19,000 in the first recession of 1949-50. Thereafter,
it recovered to a 21,200 level in 1052, and dropped again—this time by 23 percent
to an annual average of 16,400 in 1934, As recently as April of this year—
the last month for which figures were available—the Bureau of Labor Statistics
reported a total employment for lead-zine mining (production and salaried) of
18,300. In view of the shutdowns and cuthacks since then, it is doubtful whether,
today, many more than 13,000 employces earn their living in thig section of the
industry. Thus, over a period of less than 10 years, lead-zinc mining has suf-
fered a 43 percent drop in employment.

5. Basic causes

The present crisis was immediately precipitated by Government curtailment
of the barter program, whereby surplus agricultural goods were exchanged for
foreign metals, and by the announced intention of terminating Government pur-
chages for the long-range stockpile. Both of these programs, despite their
lHimited effects, had bolstered the lead-zinc market over recent vears, As is
frequently the case, continued use of pallintives may relieve the symptoms with-
out eradicating the basic underlying causes of the malady. The fact that the
removal, or just the proposed removal, of what were long recognized as only
temporavy relief measures could plunge the industry into such a sharp slump
is, in iteelf, indicative of the deep-rooted nature of the illness.

Within just a little over 2 months, the price of zinc—after holding at 1314
cents for over 16 months—dropped by 35 p2reent to its present level of 10 cents
per pound. Lead prices also—after a slightly longer period at 16 cents—slumped
to 14 cents per pound, a drop of 1214 percent.

For the past few years, United States Government purchases of lead and
zine had prevented excess world supplies of these metals from seriously de-
pressing prices. The basic conditfon—unchecked rising foreign output, without
a similar rise in world consumption—continued throughout this period. In
recent months, reduced purchases by both industry and Government have un-

leashed a flood of imports on the American market which have seriously de-
pressed prices.

»
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6. Weaknesses in copper

The copper situation has also deteriorated sharply within the past year. We
recognize that possible congressional action with regard to copper is not within
the scope of these hearings. We do believe, though, that developing trends
within the copper industry bear watching by all those concerned with the de-
velopment of a healthy and sound United States mining industry. Should the
situation continue to deterlorate, we propose to urge upon Congress the enact-
ment of legislation embodying a similar higher peril point and increased import
taxes for that metal.

Successive drops in the price of copper, now down to the early 1953 level of
201, cents, point up bhasic weanknesses in that metal. United States producers
have songht to brake sliding prices by cutting back mine production; to date,
production in the United States has been cut by possibly 8,000 tons a month,
Outside of the United States, production curtailments—all in Africa-—come to
about 2,100 tons a month.

1ere, too, a8 in the case of lead and zine, foreign expansion of copper-mine out-
put has far exceeded that in the United States, although, nnlike the lead-zine
mining situation, there has also been a steady expansion of United States pro-
duction. Within the next 4 years an additional 650,000 tons of copper per year
will be coming into world markets from new mines in Peru, Chile, Canada, and
Africa. Imports of foreign-produced metal have also shown a noticeable in-
crease in recent months,

The effects of shutdowns in copper mining—relatively fewer, so far, than in
lead-zine mining, although still substantinl—arve also shown in our exhibit 1.
Shutdowns to date have heen limited to the Butte area in Montana, and to smaller
mines in Arizona and Washington. Throughout Arizona, in Michigan, and in
other copper mining areas, additional millions of dollars in wages have been
lost through reduction of the workweek. In most of these areas, this has been
equivalent to a 23-percent cut in weekly wages.

Most vulnerable to any possible further drop in the price of copper are the
relatively high cost of underground producers in Michigan and Montana, as well
as numerous sinaller marginal producers. The Butte area, as the result of cut-
backs in both copper and zine production, has so far suffered a net employment
loss of approximately 1,700 workers. Workers at the Calumet & Hecla smelter
in upper Michigan have heen on a 32-hour week since early March; the jobs
of some 1,650 workers in both the Calumet & Hecla mine and smelter now hang
precariously in the balance between the present price of copper and any possible
further decrease.

IIOW THE CRISIS DEVELOPED

1. Fedcral Government responsibility

The present crisis in lead and zinc mining is a direct outgrowth of the foreign
mineral policy pursued by both this and the previous national administration.
For over 7 years now, both administrations actively stimulated and promoted
the development of foreign mines on similar premises—(a) that domestic sup-
plies would be inadequate for our growing needs; (b) that we were in danger
of becoming a have-not nation; and (¢) that such foreign development was
essential to our national security. All of these premises find expression in the
many official reports and findings of numerous special commissions and regular
departments in both administrations.

Federal Government responsibility for the development of the present lead-
zine crisis is acknowledged by Secretary of the Interior Fred A. Seaton. In
a letter to the Honorable Richard M. Nixon, President of the Senate, dated
June 19, 1937, he wote:

“The threat of injury faced by these industries stems largely from actions
tnken as n result of the Korean conflict. The Federal Government at that time
stimulated production of many essential minerals at home and abroad in the free
world. * * * Price controls in the United States held down the expansion of
domestic production of lead and zinc and prevented domestic producers from
taking full advantage of worldwide demand. Foreign producers, not subject
to such price controls, expanded production rapidly.

“Kollowing the armistice in I{orea, anticipated demand for lead and zine did
not materialize, and prices declined sharply. Domestic producers promptly cut
back their production but foreign producers generally did not. Some of them
may have been able to write off their plant costs by the high prices they had
received In foreign markets, or the grade of ore and labor costs may have per-
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mitted them to produce more cheaply. In any cevent, record imports of these
commodities entered the country and domestic producers experienced dis-
tress, * * * The President * * * directed that procurement for the strategic
stockpile and exchange of agricultural surpluses for lead and zinc be accelerated.
These Government procurement processes have served to bolster the market for
some time, but current market conditions are such that the lead and zinc in-
dustries again are threatened with substantial injury.”

2. Forelgn cxpansion

Mainly under the stiinulus of United States Government assistance, foreign
lead-zine mine expansion has grown rapidly—during a period when United
States mines, under constait pressure from more cheaply produced imports,
have been on a continuous downward slide.

United States leand-mine production, last year—as shown in our exhibit 2--
waus some 11 percent below the average level of production during the 1946-50
period. Over the same period of time, production in the rest of the world ex-
panded by 72 percent.

United States zinc-mine production—exhibit 3—dropped by over 12 percent
from 194G-50 to 1956, while production in the rest of the world leaped upward
by over 94 percent.

8. Growing imports

Foreign cons:. mption of lead and zinc has not kept pace with the expansion of
world output. All of Europe does not consume as much of lead or zine as does
the United States. The major producing areas outside the United States con-
sume only small proportions of their production. The mnin share of that in-
creased output, especially in periods of reduced demand, has been shipped to the
United States,

When lead and zinc have been in world short supply, as they were during all
of 1951, then foreign supplies—even at the high prices then being paid—could
not be attracted to our shores. European consumers offered still higher prices,
and foreign mines, many owned by United States interests, preferred the higher
prices to the opportunity of fulfilling this country’s security needs.

Zine imports, last year, were at the highest level in the history of this coun-
try. They are now coming in at an even higher rate. Imports of 1956—as
shown in our exhibit 5—exceeded our total mine production by over 43 percent.
Such.imports were more than double what they had been during the 1946-50
period. During the first 4 months of this year, we imported 276,000 tons of
zine; that is equivalent to an annual rate of 828,000 tons—equal to about 84
percent of all zine used by United States industry last year. Since April, as
domestic production has declined and imports have increased, the proportion of
our needs supplied by foreign sources has undoubtedly increased still further..

Lead imports, last year, were also at an unusunally high rate. In the first 4.
mwonths of this year—as shown in our exhibit 4-—they have been coming into.
this country at a rate which, if sustained for the balance of the year, would be
equivalent to 522,000 tous, or roughly equal to over 70 percent of all lead con-
sumed by United States industry last year. In February of this year, imoorts:
exceeded mine production by some 87 percent. Here, too, as in the case of zinc,
we have every reason for believing that these imports have been increasing still
further since April of this year.

4. Competitive advantages of foreign mines

Foreign lead-zinc producers enjoy distinet competitive advantages over United
States producers. Their ores, particularly in the newer mines, are generally
of higher grade. Their main advantage lies in the very much lower wage rates
paid to labor in these foreign mines. These exceedingly low rates, in most
instances, more than compensate for the additional costs involved in shipping
ore and metal to the United States, and for the heavier tax burden borne by
foreign mines in some countries.

Our exhibit 6, Wages in United States and Foreign Mines, compares wages
paid in United States mines with those paid In competitive mining countries.

Canada, it will be noted, is the only country in which earnings are nearly com-
parable to those paid in the United States. In Peru—a major source of lead
and zinc, and a future source of vast amounts of copper—daily wages are less
than one-half of what a United States miner earns in an hour. In other Latin
Ame;ican countries, daily wages frequently do not equal hourly United States
earnings,
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Throughout alt of Afriea, monthly wages paid native labor seldom equal dally
carnings in the Unlted States,

These low wages ave the major souree of the extra profitability of most foraign
mines,  United States mines, In sgpite of relatively advaunced technology, cannot
long compete with unrvestricted imports produced at such low wage levels,

. Foretgn aid and national sconrity

Mr. Seaton's statement, previously referred to, indleates that the 1Pedernl Gov-
ernntent stimulated forelgn production of many essentinl winerals during the
Korean couflict, It has continued to do so xince, and the full lpaect on world
ruppllos of forelgn mining developmetits finaneed by our Government has yet Lo
w felt,

We extlmate, on the hasis of such partinl data as is avallable, that sinee 1950,
totnl Unlted States Government. conunltiments for forelgn minerals dovelopment
and stockptiing have been over §1 billlon,!

The Export-lmport Bank alone, sinee 1950, has authorized loans of over one-
halt billlen dollnrs for forelgn minernls developient. and processing, of which
more than $300 million had actundly been disbursed by Decomber 31, 19306,
A total of 204,537,500 was authorized for the development, mining, and process-
tug of lead, zine, and copper oves, of which $104,817.512 had actually been dis-
hursed by December 31, 1956, Of the funds disbursed, more than $70 million was
for tead and zine,

We ostimate that United States Government assistance, in all forms, for
copper, lead, and zine developiment and processing nbroad, since 1050, has run,
at & mintimum, to between $300 and $400 mitlon,  This figure Is exelusive of
Feonomic Cooperation Administration and regular stockpiling program purchases
of these three metals,

The Export-hmport Bank has deemed tt to be in the hest Interest of the United
States to ndvance a lonn of $100 miltion for the developnient of a1 new low-cost
copper deposit in southern ’'eru. They have advanced some $606 mttion to Yugo-
slavia for the reconstruction of thelr mining facllities; repayment is belng made
by shipments of copper, lead, and zine to the Unlted States,

Other Government agetcles—-the General Services Administration, Mutual
Security Agency, Internationnl Cooperation Administeation, and others—have
expended additional hundreds of milllonk to develop or to factlitate the develop-
ment of nonferrous metal mines in Rhodesia, Morocco, Mozambique, Nigeria, and
other parts of Afrien—in Peru, Cannda, and In various other parts of the world.

The mugnitude of the Government's efforts to stimulate overseas production
of minernls, especially lead, zine, and copper, ralgres the question as to the national
interest in maintaining a healthy domestic mining industry in these metals, 1In-
creased overseas production has heen regarded as important to the defense and
security interests of the United States. We contend that even more essential
to our national interesxt—Dboth in terms of securlty and for the healthy develop-
ment of our economy—is the preservation of our own domestic wining industry.

The United Statex domestic mining industry is the source upon which we would
he forced to rely if, In any emergency. overseas sources of supplies were cut
off. This must continue to be our mnin zource of supplies for the expansion
of our economy: experience has shown—hoth in 1947 and in 1951—that foreign
supplies may not always be available to us during periods of economic expansion,

What possible advantages would be gained for United States industry in
securing forelgn metals now at a possibly lower price, if the cost of such tempo-
rary advantage is the collapse of our own mining industry and the complete
dependence of United States industry upon foreign sources of supply? The ulti-
mate cause of such dependence—in terms of the far higher prices that United
States industry would be compelled to pay—would far outweigh nny temporary
cost advantages that might now be secured.

Our domestic mining industry will be an even more important asset in the
future as world consumption of basie nonferrous metals increases with the growth
of population and industry throughout the world.

4. Lower consuniption

The root cause of the present lead-zine crisis, as we have alrendy emphasized,
has been the growing jmbalance between world supply and demand. World
production, we have shown, has expanded greatly in recent years. There has

1 The basis for this estimate 18 explained in our appendix, Basis of Mine-Mill Estimates
of U. 8 Government Outlays for Foreign Minerals Development and Stockpiling,

ns
lé
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not been an equal growth In consumption of lead and zine—neither in the United
States nor in othoer countries,

Throughout the entire postwar perfod there has been a fallure to develop new
nses nnd markets for copper, lead, and zine sufficient to absorb rapidly growing
suppies.  These nonferrons metaly, although used at relatively high levels, have
not shared in the general Industrinl expaunsion that has featured this period.

United States industrinl consumption of zine, last year, was at the second
highest tevel in history, but was still only 2 percent above what it way in 1950,
In thix snme perlod, industrial produetion inereased by nearly 28 percent,  Sim-
ilurly, Industrial use of lead last year, despite general boom conditions, was about.
214 porcent lexs than it had been in 1950, During the first few months of this
year, consumption of both lead and zine has been at reduced levels,

Any proposed solutlons to the present critienl situation in lead-zine mwining
must take account of the need for expanding use of thexe metals—both through
new applications and through the development of new markets in all parts of
the world,

PROPORED REMEDIES

Our analysis of the enuses of the present crisis, as presented above, forms the
hasis for our conclustons and recommendations as to the kind of congressionnl
action that is ealled for.

1. Minc-Mill's program

We believe that botly immediate and long-range programs are called for,

Immediately, we feel that some drastie trentment is necessary to prevent the
United Staies lead-zine industry from being smothered by foreign competition,
e situntion elearly vequires prompt and drastiec releof, and not alone from the
point of view of the Industry and the thousands of workers dependent upon it
for a livelihood, The nationnl interest clearly requires that this deterlorating
sitnation be hrought to a halt in order that these important domestic Industries
may be retained and stabilized,

The industry now requires and must have some real promise of price stability.
‘hat, we arve convineed, ean only bhe achieved through some lmitation of im-
ports that are now flooding our market,

We urge upon this committee that they recommend to Congress the passage
of a bill embodying these general principles:

1. A siiding seale of fmport taxes that would become effective whenever
domestic market prices of Tend and zine fall below specified perll polnts,

2, A quota system for imports whereby total fimports would be geared to
the estimated total consumption needs of the domestic economy, with in-
dividual quotas for each exporting country, based upon both past records of
imports and relative wage rates, Thus, In effect, preference would be given
to those friendly nations which have traditionally been our main sources of
supply and, in addition, we would be encouraging the raising of Iiving stand-
ards in a1l countries that export to the United States,

Over a long period of time, we bhelieve that we must take positive action to
look for and develop new markets for nonferrous metals, both in terms of new
uses and applications, and expanded world trade—particularly to those countries
with the greatest potential for economic development,

To that end—

1. We urge upon Congress and the industry the undertaking of a greatly
expanded research program for the development of new applicatiors of
copper, lead, and zine.

2. We further urge that Congress appropriate additional funds for ex-
tended research on new techniques of discovery and on exploitation of low-
grade ore.

3. We similarly welcome the proposals of Senators Johnson, Magnuson,
and Mansfleld for reexamining the avenues of world trade. New trade, if
placed upon a realistic business basis, should prove to be mutually advan-
tageous to all countries and could conceivably open up greatly expanded
markets for the products of this industry.

2. Pending bills

We have carefully examined all pending bills now before both IHouses of Con-
gress on the minerals program. Without now taking time to analyze each of
these proposals, we c¢an suwm up our position by stating that, while many of these
bills have much to commend them, no single bill, in our view, adequately meets
its proposed objective.
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We particularly want to conflue our attention to the so-called administration
bills, Senate versions of which have been introduced by Senators Watkins and
Bennett, and cosponsored by Senators Allott, Bible, Carlson, Church, Goldwater,
Knowland, Kuchel, Magnuson, Malone, Monroney, and Murray.

On 8. 2375, having to do with a proposed exploration program and the pay-
ment of production bonuses for certain minerals—we believe that the scope of
this bill should be expanded to cover neceisary funds for more intensive research
on new techniques of discovery and exploitation of low-grade ores.

On 8. 2376, dealing with proposed sliding import taxes on lead and zinc when
prices fall below specified peril points-—we are in general agreement with both
the purpose and the principles embodied in this bill. We believe, though, that
in iight of the unstable and fluctuating prices of both lead and zinc, the proposed
schedules of excise taxes are too low to offer adequate relief. We base that con-
clusion on these considerations— .

1. The proposed tax on zine, at the present domestic price of 10 cents,

would be 2 cents per pound. Assuming that this tax were fully effective in
achieving a commensurate increase in the present price, it would still fall
short of reaching the level the administration itself appears to consider
necessury to prevent economic distress—namely, 14% cents. There is no
assurance, moreover, that lead and zinc prices will hold even at present
levels or that the proposed taxes would be fully effective in raising domestie
rices.
' 2, A study by the United States Tariff Commission showed that in the
first 6 months of 1953, when zinc averaged 11.35 cents a pound, mines and
mills averaged only three-tenths of 1 percent profit on net sales. Many
operated at a loss. Today, with the price of zinc at 10 cents and operating
costs considerably higher than 4 years ago, distress is much more widespread
and acute among zine producers, That study covered 120 zine mines and 41
mills producing nearly half of the domestic output,

3. ‘This same Tariff Commission study showed that 59 lead mines and
26 mills, producing more than half the domestic output, averaged a slim
7.9 percent protit on net sales, But two-thirds of these mines and mills, as
a group, were running at a loss at that time. Lead was then 13.31 cents
as compared with 14 cents today. Higher operating costs today more than
offset this price differential, so that the profit position of domestic lead
producers today is considerably poorer than in 1953,

3. The need for quotas

We also want to stress the need for some quota arrangement similar to that
outlined by us above. Higher excise-tax rates, while necessary, may not be
fully effective in meeting the situation which faces our domestic industry today.
As we have already indicated, foreign production of zinc has nearly doubled,
compared with 1946-50 average production, while foreign lead production has
gone up 72 percent, Most of this increase has taken place in areas where sub-
standard wages prevail, and production costs are correspondingly low. Im-
ports from low-wage areas might continue in excessive volume despite the excise
tax, while producers in Canada, where wage standards and costs in general are
more nearly comparable with our own, would be more likely to be adversely
affected, especially if excessive imports from low-wage areas continued to exert
a depressing effect on United States prices.

To meet this problem, our union believes that higher excise-tax rates should
be coupled with a system of import quotas for both lead and zine which would
prevent flooding of the American market, and thus permit the excise taxes more
fully to exert an influence on prices. These quotas should be set at levels which
will assure an adequate supply, and should be allocated so as to assure a con-
timing share of the American market to those countries which have established
themselves historically as sources of supply. This would follow the precedent
set in the allocation of our foreign sugar quotas. We also propose that addi-
tional credits be allocated for countries with higher wage levels—in proportion
to the extent to which such levels most nearly approximate those in the United
States. Under this arrangement, Canadian producers, who otherwise might be
forced out of the United States market, would be able to participate at stabilized
prices, and could offset the excise tax paid against the higher prices recelved
for exports to the American market. For American producers, the excise-tax-
quota arrangement would offer certain relief from existing depressed price levels.
and assurance of future price stabllity under which the domestic industry could
continue to fulfill its important role as the major source of strategic metals.




MineE-MiiL ExmisiT 1.—Partial list of work curtailments, in lead, 2inc, and copper

Estimated loss of jobs to July 1957—3,500 to 4,000
Estimated loss of wages 1—$16, 241,680 to $18,561,920

STMMARY, LEAD-ZINC MINES ONLY

1. LEAD-ZINC MINES—SHUTDOWNS AND LAYOFFS

OT—L3—08196

Company Locatlon Date of shutdown Number of
jobs lost

ArXizZona. - oo eeccciimmaas American Smelting & Refining 2 _____._.___.__| Patagonis. .. oo @
Coronado 45_. eecmmemmmeeememnae-) DIBBOON. . ceicenaemaas July 15, 1957 ¢ - oo 135
San Xavier 2 Twin Buttes . __ oo June 1957 . o o eeeanae 35
Anaconda 2_ Darwin-Shoshone. ... oo About June 1957 _ . ___..... 219
American Smelting & Refining2.._ ... Crested Butte_ ... oo JUly 1957 e cemeeee 80
Combined Metals 2. .. oo iiimmenoo]oooas s 1 T PSP PR s 0 YO, 30

New Jersey Zine 28, e eiemaeans GIlman. .o e July 1951 (scheduled)..._...._.... ®)
Resurrection 3 .o Lwdvme ............................................................. 150
Small1eases 2 o e cmmmm e amm e O e e e D oo 50
b 03 711V YU Americant Smelting & Reflning¢____ . ... ... Coeur d’Alene (Frisco)....o.oooooco__. December 1956. ..o oeo-- 100
Nabob 4. i Coeurd’Alene. - ... ieene- June 2957. - - e 20
Triumph 4. . o ccimamaaa- Hailey . .o oo oieceeaaeee July 12, 1957 e 125
Missourl-Oklahoma-Kansas (tristate | American Zine 2. o iaeeeno. Picher, [0) 74 SR, June 1, 1957 oo eeaoee 100
district). Eagle-Picher37 e Tristate area (several mines)......_._. June 1957. - oo cceceeeeoan 550
National Lead 48 s Galena, Kans. .o . oemoaai[-aav P (1 IO 5

Montana. .o cicccecaaaaaa- Anaconda b .. oo ecmeeeemmcceocean Butte:

Lexington . _ . occeimmeeoo 481
Orphan Gird__________.. 38
Trevonia 8. January to July 1957 . . ... 97
Badger..... 322
Missoula 9_. 14
Total 10, . ecememcccmcco]|ececcmemmcccmeesmescare——ce—seneen 952
B £ S Combined Metals?_____._____....___ Ploche. oo o Scheduled for August 1957_........ 150
New MexlCO. o vamm o omoiaeen American Smelting & Refining ¢ Bayard and Deming__ . ..ceoeooa. July 15, 1957 emeemeean 207
New Jersey Zinc ¢ 9. Bayard. ..ocmcmo oo e July 1957 e 18
Peru Mining 4 . e e (o [+ SR May 1957 ceee e eccaimr e 102
................................... Chief Consolidated 2. e EUreKA e oo eeeeeeeeen| June X5, 1957 e e 70
Washington_ .o . American Smelting & “Refining 2, ...____... Colville. e July 1957 e oo cecemeeeman 80

See footnotes at end of table.
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Mixe-MiLL ExmiBit 1.—Partial list of work curtailments in lead, zinc, and copper—Continued
2. ZINC SMELTERS—PRODUCTION CUTBACKS

State Company Location Nature of curtaliment Date
Arkansas_._ ... __ Athletic Mineral 40 percent reductlon_.__........... June 11, 1957,
Nlnols_ ... New Jersey Zine G I
Montana__ ... ... nda 4. .. 1234 percent reduction..__......___ In past ggw
months.
Pennsylvania. .. ... ... .. ... American Steel & Wire2.___. Shutdown (450 to bel aid off) ._____ Due Nov. 1.
New Jersey Zinc+..._.. ) e ————
XS o oo e American Zinc 2 10 percent reduction. ... _._..... July 1, 1957,
American Smelting & Refining2.__._______ 30 percent reduction.......o_.o._. Do.
) 3. COPPER MINES—SHUTDOWNS AND LAYOFFS
State Company Location Date of shutdown N umt;er of jobs
lost
Arizona. .. ... Banner Mining ¢ ... ... TUeSON._ . oo 2 ?I l3 {gg;es shutdown in June- 118
uly .
Coronado $3__________ . ________.__..._.. Dragoon.___ .. July 15, 1957 ____ .. 135
Montana_ .. eeeean Anacondad . ..o . Butte: o
Steward ... ... ... 113
Mount Con______________.__...... 405
Granite Mountain. ... ...._....._ 11
Belmont.._ __. ... .. ... January to July 1957 .. . ________ 47
RyanShafte ___ . .. ____________ 29
Leonard Fire Fill_ .. _____.________ 2
Kelley_ . e 400
Total 10 e e 1,461 -
Nevada. ..ol Kennecott ¢ ___ ... .. ... ... RUty-Ely. oo Past fewmonths_ _______________.. 12 330
Washington. ________.______________..__ HoweSound ¢ ____._______ . ... . _____ Holden ... ... . . Tobe completed by September___ 180

! Estimated on basis of average industry earnings in 1956.
2 Information secured from newspaper story.

3 Not available,

4 Information secured from direct report to Mine-Mill Research Department.

3 Copper and zinc.
¢ Partial layofl.

? Company shut down all mining, milling, and smelter operations on Apr. 29. Smelter
reopened May 9. Mines reopened Jume 3, and shortly thereafter half of work force was

laid off.

5 Zinc and manganese mine,
¥ Development project.

10 Some of men laid off at these mines have been hired at other properties. Net employ-
ment loss in Butte—all operations—has been about 1,700 workers. In addition, the
largest zinc mine in the district—the Anselmo, with 500 workers—will shut down (we

have been informed) if the zinc price drops below 10 cents.
I Reduction by New Jersey Zinc at both smelters totals 2,500 tous monthly.,
1? Total drop In employment due to partial layoffs and nonreplaced quits.

0¥l
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MINE-MiLy ExXHIBIT 2.-—Lead mine production

['Thousand short tons)

United Rest of United Rest of

States ¢ world ? States world ?
1046-50 (average) ... 300. 2 1,188.4 1] 1954 .. ... .. ... 325. 4 1,897.1
D 51%.) F 388,2 1,506, 1 |} 1955, ... ..._...... 338.0 2,028.6
1052. . .. 300.2 1,640.2 1 1956 .. ... ... ..., 348.3 2,043.9
1058, ... 341.9 1,751.% l

} Down 10,7 percent.
3 Up 72 pereent,

Source: Data to 1055 from U, 8, Burcau of Mincs, Mine Production of Lead. Monthly Report No. 191,
April 1057, United States 1056 figures from U, S, Burcau of Mines, World 1956 figures estimated from
data-ccoitained in Yearbook of the American Bureau of Metal Statistics. Issued June 1957, Estimate in-
cludes estimated production for countries not included in ABMS fOgures,

MiNe-MILL ExXHIBIT 3.—Zine mine production

[Thousund short tons]

United Rest of United Rest of

States ! world ? States ! world 2
1946-50. ... ... ... 611.8 1,438.2 [y 1854, ... ... .. 473.5 2,486.5
) 1) 681.2 LYIB 2 ] 1965, cuue . 514.7 2,685.3
1982, 0 e 666. 0 2,204,0 | 1956 o venaoinaaaanns 537.6 2,792.4
1063 . e 647.4 2,432.6

! Down 12,1 percent,
2 Up 94.1 pereent.

Bource: Data to 1955 from U. 8. Bureau of Mines, Mineral Trade Notes, vol, 43, No. 3. September
1058. United States 1956 figures from U. 8. Bureau of Mines. World data for 1956 estimnated from data
contdined I Yearbook of American Bureau of Metal'Statistics. Issued 1957. Estimate includes estimated
productlon for countries not included in ABMS figures,

.

MiNe-MiLL ExHIBIT 4—United States lead mine production and imports
[Thousand short tons]

Mine Ratfo of im-
production Imports ports to mine

production

Percent

TMB-B0 (AVEraEe) . .o it a e iiieeaaaaecaaaaan 300.2 336.0 )
LT3 S 388. 2 257.9 66, 4
108, i et mmmmmveenaanann 390. 2 628. 1 161.0
L U 341.9 562.3 161. 5
L8 NP 325.4 443. 4 136.3
L L1 T U 338.0 462,2 136.7
BB, . e eaeemaaanieecnaenoaan 348.3 479.3 137. 6
RO YR F1Y 41 Y S 30.2 34.3 113.6
D 0203 9 T PN 20.1 54. 4 186.9
March . i iieeiiiiiieaia 30.9 39.3 127.2
Y +) 4 | SO 3.5 42,3 184.2
Tota), 4 months. ..o icaiaiieaaann 1121.8 170.3 130.8

1 Total does not equal sum of individual months because of ronnding,
Source: U. S. Burcau of Mines,
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Mine-Mitn Examir 5.—Unéted States zine mine production and imports

[Thousand short tons]

Miune pro- Imports Ratfo of -
duction (slab and | ports to mine

ore, production

Percent

611.8 381. 4 92,
681.2 390.8 57.4
666.0 565.3 84.9
547. 4 748, 3 138.7
473.5 612.3 120.3
514, 7 073.7 130.9
537.6 770.8 143.4
BUeLT o £ 1T 490.2 69.7 141.7
February..... ... .. llllLITmm 45.8 65.6 143.2
Mareh.. ..o 50. 4 65.0 129,0
ADPTlle eI 51.0 78.7 148.4
Total, Istdmonths....._......_.................__.. 1195.5 276.0 141.2

1 Total does not equal sum of individual months because of round ing.

Source: U, S.

Burcau of Minos.
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Ming-MirL ExniBir 6.—Wages in United States and foreign mincs

Equivalent In
Country Year re- Type of work Wages United States
ported currency at
official rates !
United States 1nines
Ubplted States?.........| 1954 | Copper mining $2.05perhour.. ...
Do | 1958 {.-... [ [s DA .| $2.17perhour.._...__. .
..... [+ [ T .| $2.30 per hour..
Lead-zine mining $1.89 per hour..
..... do.._......... $2.01 per hour..
..... [ 1+ T .| $2.14 per hour
Foreign mines
Australlad. ... .. ... 10556 | Mining_ .. __...._... 7s.6d. per hour. ... co.oo..... $0.84,
Boliviat. .o ooolo. 1953 | Tinminfng. ... 309,01 to 418.62 holivianos per | $1.63to $2.20.
day plus fringe benefits.
Canada®............... 1954 Mteﬁak ml{:(ing other $1.754 perhour......co.ooee... $1.80,
an gold.
Do 19556 |.....do_ .. ... ... $1.709 per hour__................ $1.82,
1956 |.....do.. ... _..__.... $1.007 perhour. . . ....c.......... $1.94,
1953 | Copper mining........ 338,46 pesos per day, average....| $3.08.
1953 | Miners....._._..__..__ 11,14 pesos per day, average..... $4.46,
1955 | Driller.._ ... .. ...... 19 pesos perday............ .
1955 | Unskilled native labor.| 17s. 6d. per 30 working days
1957 | Cop lr-lead-zlnc Notavallable............_.
mining,
Philippinesd .. ....._.. 1954 | Mining_ ... ......... 106 pesos permonth.. ... $53
Rhodesia, Northern?_.| 1954 Natlrv"G labor, copper, | £4 minimum per monthtt.__...
surface.
) 5 1 T, 1954 | Native labor, copper, | £4. 10s. minimum per month 11,.| $12.60,
underground.
Rhodesia, Southernd...| 1954 Nuthfve labor, mining, | 61s. 2d. per month average 13_.._| $8.56.
surface.
F D 1 S, 1954 | Natlve lahor, mining, | 73s. 4d per month average 13..... $10.27.
underground.
South Africa®__....... 1954 | Native wages......... £8. 10s. monthly average...__... $23.80.
Yugoslaviad. ... ..__.. 1955 | Miningand quarrying.| 54 dinars per hour._.........._.. $0.18.

1 Officlal rates for some South American countries have highly overvalued their currencles in relation to
troe or unofficial market rates.

? U, 8. Bureau of Labor Statistics. Employment and Earnings. June 1957,

2 International Labor Offica. Yecarbook of Labor Statistics 1956, Geneva. 1956,

4 7. 8, Senate Subcommittee on Minerals, Matertals, and Fuels of the Committee on Intesior. Critical
Materials, 84th Cong., 1st sess, Document No, 83, Washington, July 1955,

¢ Dominion Buresu of Statistics,  Revlew of Man 1fours and Iourly Earnings, 1946-56, Ottaws, 1957,

¢ U. 8. Bureau of Foreign Commerce. Investment in Mexico * ¢ *. Washington, June 1955.

7 {J, 8. Bureau of Forelgn Commerce. Investment in Federation of Rhodesia and Nyasaland ® ¢ *,
Washington, 1956,

8 Statutory minimum,

* Report of Delegate to Inter-American Mining Congress, Lima, Peru, May 1957, as reported in Labor's
Dally for May 29, 1957, .

10 Plus housing.

11 Plus rations and housing,

13 Not including bonuses aud cost of living and other allowances.
IQ;U' 8. Bureau of Foroign Commerce. Investment in Union of South Africa * * *. Washington.

APPENDIX

BASIS OF MINE-MILL ESTIMATES OF UNITED STATES GOVERNMENT OUTLAYS FOR
FOREIGN MINERALS DEVELOPMENT AND S8TOCKPILING

United States governmental assistance in the development, mining, processing,
and transportation of foreign nonferrous minerals has taken the form of Export-
Import Bank loans, General Service Administration loans, Defense Materials
Procurement Agency credits, Kconomiec Cooperation Administration, and suec-
cessor agency dollar loans and grants, and foreign currency purchase contracts
and grants for exploration and development, purchasing operations under the
stockpiling prograin, and loans through the International Bank for Reconstruc-
tion and Development.

The union, in the time available to it for preparation of this testimony, has
collected the following data regarding these activities:

Export-Import Bank: Credits authorized for minerals develop-

ment, 1950-56 e m e ——— $512, 746, 774
Export-Import Bank: Speclal operations in Spain, minerals devel-
opment, credits authorized 1951-53 e 13, 416, 461

1 Export-Import Bank, Report to Congress for the Perlod July-December 1956, Totals
only for loans identifiable as for minerals development,
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Deficiency and basie-materials development, disbursements against
crodits authorized, through Dee, 81, 1056 ¢
Internntionnl Cooperation Administeation. o _____ 30, 053, 00
General Services Administration. L s 116, Hd, O
Strategle and deticiency materinls development, disbursements
against eredit authorized by General Services Adminlstration,
through Dee. 31, 1000 e ccmccm e —em e 14, 409, 0
Leonomie Cooperation Administeation:®
Purchases of strategic materials for stockpiling through Dec.

B, I e e e e e = 103, 000, 000
Exploration and development contracts slgned through Dee,
Bl IO e e ——————————— 1144, 000, 000

lixploration and development contracts pending, Dee, 31, 1951, 105, (14), 000
Internantionnl Bank for Reconstruction and Development ;
Loan for modernization of conl mines, copper mines, expan-
sion of orve-tlotatton plant, new electrolytic zine plant, and

other nonmining  projects, October 1951 e ——————— 28, 000, 000
T.onn to Belglan Congo for transportation development to facil-
itute minerals production, September 1051 __________ ... 70, 000, 000

? Departmoent of Commerce, Ofice of Business Eceonomies, FPorelgn Grants and Credlts by
the U, 8. Government, December 1056,

3The Presldent’s Materinls I'olicy Commisslon, Resources for Freedom, vol. V, Rept. 15,

4he President’s Materinls Poliey Commission, Resources for Freedom, vol. V, Rept. 13,

Every effort has been made to avold duplieation in the presentation of the
above items, which totat $1,107,181,235.  Any possible duplieations which may
ocenr above, and any amounts for nenmineral strategic materials that may
be tncluded in the totals, would be heavily offset by itemis which it has not been
possible to quantify, including the following:

1. Purchases of foreign minerals for stockpiling other than through ECA.

2, Loans for minerals development by Internationnl Bank for Reconstrue-
tion and Development since 1951,

3. Grants for minerals exploration, development, processing, and trans-
portation under United States Government forelgn aid program.

4. Minerals received in exchange for agricultural sarpluses,

1t is believed that item No. 3, in the aggregate, would bulk very Inrge in com-
parison with the other items for which figures are given. The great bulk of our
foreign ald program, of course, has been in the form of grants, Unfortunately
it has been impossible to derive from the operating reports of the International
Cooperation Admnnistration and predecessor agencies any breakdown of overall
figures to indicate activity in the minerals fleld.

Accordingly the Union's estinate of over $1 billion in United States Govern-
ment commitments for foreign minerals development and stockpiling since 1930
is, if anything, on the conservative side. The figure of $300 to $400 miilion for
f(;roign lead, zine, and copper development is believed to be similarly conserva-
tive.

Senator BENXNETT. Does the Senator from Nevada have any ques-
tions of the witness?

Senator MavroNE. Your name is Mr. Pezzati?

Mr. PezzaTi. That is vight, sir.

Senator MaLoNE. You are the secretary-treasurer of the Interna-
tional Union of Mine, Mill and Smelter Workers?

Mr. PezzaTI. Yes.

Senator MarLoNe. Mr. Pezzati, I think your statement is very ex-
pressive, and very much to the point.

Now, in this sliding scale do you believe that the duty or tariff or
whatever you call it—the Constitution of the United States calls it a
duty in article I, section 8, and fixes the responsibility on Congress to
do the job. )

Congress designated the Tariff Commission, an agent of Congress,
to do it, under this very sliding scale in 1930.
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Are youawre of that fact !

Mr. Przzari. Yes, sir,

Senator MarLone. Do you remember how the section 351, or what-
over the section is—it. will be corrected in the record if I am wrong in
the number—directs the ‘Tarift Commission, an agent of Congress, to
determine the difference in the cost of a domestic article and a foreign
article or like article, and considering the wages and the taxes and
the cost. of doing business, and all pertinent_data, and to recommend
that difference as the tarifl'; are younware of that /

Mr. Przzari. Yes, sir.

Senator Maroxe, Isn’t that what you are talking about, really ?

Mr. Pezzari. 1 believe that goes to the point of what our statement
is all about.

Senator MaroxNk. So, when you say, as the administration has now
said for the fivst time in 24 years, and for which I am very grateful,
that there is a differential necessary, whether you call it a tariff or
an excise tax or a duty or a fixed price, to make up that difference in
the labor cost and the taxes and the cost of doing business here and
the chief competing country, there is n necessity for that difference,
then it only remains to determine the best and the most logical way
of nrriving at that difference; isn’t that true?

Mr. Przzarr. Right.

Senator Maroxnk, Now, 1 think your statement is very good, that
you approve of this bill; 1 am supporting it myself, because, as 1 have
said previously a time or two, it is the first time that any administra-
tion m 24 years has recognized the necessity for it. In my opinion,
the way it 1s set up it will not work; we will be back here considering
something else within a reasonable time. But at least it is a start.
Now, let me ask you, what caused the trouble in the first place? Tt
was a reduction of the duty sometime along in the last few years,
was it ?

Mpr. Przzari. Welly it was certainly a combination of overproduc-
tion without suflicient consumption, and a depression of rises which
made a better market for foreign-produced ores, because of their
ability to produce more cheaply, a better market for those ores in this
country than for our own.

Senator Mar.oNe. Now, you are aware of the fact that in many of
these foreign countries that are directly competitive with us, South
Africa and others, we pay more for each workingman—and when I
say “we,” the industrials that are footing the bill—for industrial in-
surance and social security for each workingman than they pay in
wages; are you aware of that fact?

Mr. Przzati. 1 would not be surprised.

Senator Mavone. Why don't you check it? T would like for you
to check it and say “Yes” or “No.’

Mr. PrzzaT1. Of course, our own wage scale is contained here in the
exhibit ; that would certainly bear that out.

Senator Maroxe. Well, of course, it does, because it is somewhere
between 10 and 15 percent of the wages; we pay around $17 a day in
the mining areas, and it is from 50 cents to $2.50 in many of these
competitive areas, isn’t it?

r. PEzzATI. Yes.



146 IMPORT TAX ON LEAD AND ZINC

Senator MarLoNE. Neither do they have any industrial insurance or
social security in these competitive areas for a miner.

Mr. Przzat1. Well, I do know that in some of the countries in ques-
tion there are various systems of social security, unemployment insur-
ance, and other forms of what we call fringe benefits, But the details
I amnot too familiar with.

Senator MarLoNE. Well, there is nothing like we provide here.

Mr. PezzaTti. No; of course not.

Senator MaLone. Well, now, then you say overproduction, the over-
production is only considering all of the imports plus the domestic
production, isn’t it, the overproduction, more than the consumption ?

Mr. PezzaT1. That is right.

Senator MALONE, As a matter of fact, now we produce less than
half of the zinc and lead consumed in the United States, do we not ¢

Mr. PezzaT1. Yes; I think you will find that in the exhibits here.

Senator MALONE., And we did produce more than three-quarters of
it when we were running along normally and had a duty that made
up roughly that difference in the wages and taxes and cost of doing
business here and in the chief competing nations, did we not, a few
years ago?

Mr. PezzaTl I believe that is so.

Senator MALONE. So your table there is very interesting to mej it
shows a continual decrease in domestic production, and a continual
increase in foreign imports, for the very reason then, would not you
suppose, that there is not enough duty or tariff to make up the differ-
ence? Mr. Pezzati, do you think that is about right?

Mr. Pezzat1i. That is exactly the point that we are arriving at.

Senator MALoNE. Of course, itis. And we might as well talk about
it. I have learned a long time ago there is no use dodging anything;
it will hit you anyway. So, as a matter of fact, if you had that differ-
ential that we have described now several times for the record, and it
could be called a periol point, if you determined today the point at
which the business would be imperiled if the production went below
that point, then that would be the peril point ¢

Mr. PezzaTti. Right.

Senator MALONE. Then that is the thing that you continually want,
whatever the peril point is tomorrow or today or 6 months from now;
is that right?

Mr. PezzaT That is right.

Senator MALoNE. Then if you had the imports, if any would come
in on your basis of production costs, and if you needed more than
.vze ngduced here, it would come in without any additional cost, would
it no

Mr. PezzaT1i. Correct.

Senator MaLoxg. Did you ever hear anybody say they were for a
high tariff or a low tarif? They were just for this differential,
weren’t they ?

Mr. Pezzat1. That is another way of putting it.

Senator MaLoNE. You are not for a 1r1’igh tariff to keep everything
out, are you?

Mr. Pezzati. No; as a matter of fact, this is why we propose the
quota system, which would take into consideration the wage structure
of the various exporting countries.
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Senator MaroxE, I think that might help. But I would like for
you to give it a little more consideration, because if you have a con-
tinual differential in a tariff, then the imports only come in when you
need them isn’t that about right?

Mr. PezzaT1. That is about it. )

Senator MaLoNE. Then Qyou would be competing here for the Ameri-
can market, wouldn’t you?

Mr. PezzaTi, Exactly. '

Senator MaLoNE. And if you produced more than the American
market would absorb, then the less competent producers would natu-
rally fade out of the picture, wouldn’t they ¢

Mr. Przzari. That would inevitably happen.

Senator MarLoxg. You wouldn’t object to that, would you?

Mr. PezzaTi. No.

Senator MaLoNE. I never heard anyobdy object to it; just so you
could compete fairly for the American market, that is all you want?

Mr. Pezzari. That is the general position.

Senator Marone. Well, we used to have that policy, and the 1930
Tariff Act provides for that policy, as you have already testified.
Tn 1934 we passed an act called the 1934 Trade Agreements Act, that
was sold to this country on the basis of reciprocal trade; isn’t that
about right ? :

Mr. Pezzart. Thatisas I understand it; yes.

Senator MaroNe. And then, according to Mr. Dulles’ testimony,
which I have quoted before—but I want you to comment on it if you
have any comment—he has testified that the 1930 Trade Agreements
Act as extended to June 1958 gives them the full power, the adminis-
tration, the full power to consider the overall international benefit
to the United States, and, if that entailed a lowered tariff or duty
on an? particular product, even to the detriment of that business,
that they judged the overall goodwill—and it was for the benefit of
the United States of America internationally overall—then that act
empowers them to go through with that duty and curtail that indus-
try or completely abolish it; you are familiar with that testimony,
aren’t you?

Mr. PrzzaTi, Yes, sir. I would like to make this comment, that
I think I have already commented on it, Senator Malone, in pointing
out that our own belief is that our own domestic industry is more
essential to our national security than the general structure of inter-
national relations, which have certainly affected the mnining industry.
We in the %ast have had a pretty traditional free-trade attitude in
this union that I represent. But we have been hurt too badly. And
frankly, we have begun to change our sights with regard to the whole
question of policy in this respect.

Right now we want done immediate measures, as practical and
achievable as they may be. If we continue to get hurt, we will no
doubt be ourselves clamoring for more long-range and more effective
policies, even though they may be vastly different from our previous
attitude on trade.

Senator MaLoxE. Your statement is very interesting to me, because
it indicates that you had not thoroughly understood some of the rami-
ficu.ions of the policy to start with,

Mr. Pezzati. Well, I don’t think I have studied it as long as you
have, Senator.
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Senator Maroxe. Well, you should have studied it over a longer
period than I have, because it is your job at stake. My job is not at
stake; it is only at stake for many other factors when I run for re-
election.

Now, if that is what you want, your quota system may be helpful
as a patchwork ; but a quota system doesn’t cure anything, it is simply
a patchwork that is allowed to be put in by an administrative official
whenever he feels like it, or whenever the record shows to his savings
it is needed, because it has to have some kind of a sliding scale too.
Now, when you become dependent on foreign nations—let’s leave out
the national-defense angle for a minute—for all of a certain product
that you cannot live in peace without, or war either—doesn’t that
tend to put out in their power, so that they can propose further treaties
and agreements that you are almost forced to sign?

Mr. Przzati. 1 suppose that accompanies the general situation.

Senator Marone. We become dependent on India, for example, for
monazite sand, which is something that you need in your atomic
power; and in peacetime they stopped that, they said it was not con-
venient for any more of that to be exported, thinking that we couldn’t
et it anyplace else ; but of course, we could, and do.

Now if we depend on India for a few hundred thousand tons of
manganese, you couldn’t get a ton of it during wartime, or in case of
a threat of war, or for any reason, if they said the same thing about
manganese, and they did about monazite sand, you couldn’t do any-
thing about it, if they said it was not convenient to ship any more
manganese to the United States; could you?

Mr. Pezzati. Not atall,

Senator Marone. Then you are in their power, then they could pro-
pose some kind of a further trade agreement or further agreement
on some other subject, and there would be a little pressure there to
sign it ; wouldn’t there?

Mr. PezzaT1. 1suppose there would.

Senator Maro~Ng. That is what has been going on for 25 years.
Now, if we go into Spain to produce a mineral which we know they
can produce there cheaper than we can here with their wage scale,
so can Italy; wouldn’t we be in the same position ?

Mr. Przzarr. Exactly; and furthermore, I would like to repeat
again the fact that history, the recent history of the last 10 years,
shows that when we do need thé metals we haven’t been able to get
them; because, in times of shortage, higher prices prevailing outside
will lead those metals to that market rather than to our market here.

Senator Marone. Isn't it a fact, when you look over the record, that
where the statement has long been made over a 24-year period
that our consumers are entitled to lower price, if produced by the
lower wages and lower cost, that, as a matter of fact, after our industry
zoes out of production, then the price rises to what the traffic will bear
higher ; isn’t that the history of it ?

Mr. Pezzart. That isexactly what has happened.

Senator Maroxe. So then as a matter of fact not even the customer
benefits when we go out of business.

Mr. Przzar1. True.

Senator Marone. The record is replete with instances where we
have contracted with nations for manganese and for tungsten, and
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for many other critical materials at a higher price than you could get
it here 1f you had a principle of a duty or tariff to make up that
difference that you have described ; isn’t it ?

Mr. PrzzaTi. Right.

Senator Maroxx. Iheard my colleague this morning, Senator Bible,
say that there are $60 million worth of contracts for tungsten, foreign
contracts, and the average price, I happen to know is $53 a ton, some
as high as $59 a ton, and t’hey are gotng through with that, whereas
we refused to continue the $55, refused it in the House, for domestic.
And I think the showing through with these contracts, because they
are made in good faith, but they never should have been made, because
it should have been obvious to anybody that we had all the tungsten in
the country we needed if there was just a price that made up the differ-
ence or a tariff to make up that difference in labor costs.

Now, I think if our chairman agrees with me that we would ask
the present head of the Mutual Security—and he has at his hand all
the records of the ECA and the Marshall plan all the way back—I
know you have searched those records at different times—and we have
advanced millions upon millions of dollars to develop strategic and
critical materials and minerals abroad, and zinc and lead is included
in that category—and I woud like now to have it all added up, and I
am going to ask the chairman to ask for that information.

I read an excerpt this morning that there had been money loaned.
And, of course, when you loan money, these foreign countries—I guess
you know what the record is, we can tell our people that we are going
to get it back, but, we never do. We loaned $334 billion to England,
that was in 1946, before I arrived here—I didn’t get a chance to vote
against that, I have voted against all of it since—and that was sup-
posed to be the last, everything that they needed. But this is where
they got some of the money, and a little later from the Marshall plan,
to buy up the zinc and lead that they used to break the market later
after the war. And they did brenk it, sold it right here in this coun-
try for 10 cents a pound, which is all a matter of record, and can be
documented, has been documented.

So let me ask you the final question here, and I think your testimony
is very important. Isn’t the question, then, this matter of principle—
and I am talking now about the economic structure of this country
leave out the national defense and all the rest of it that we are all
fairly familiar with—that the economic structure of this country is
dependent upon 5,000 to 6,000 production, isn’t it, a multitude of
production, and production produced in every little community in the
United States; isn’t that about right?

Mr. PezzaT1. I would say so. ‘

Senator MaLoNE. Whether it is a textile mill, whether it is a muni-
tions mill, or whether it is a mineral, a mining production, that little
commur.ity, the economic structure of that community is a part of
the whole economic structure of the Nation, that is right, isn’t 1t ¢

Mr. Przzari. That is right.

Senator MaroNE. Well, then that economic structure of the Nation
depends upon paying the wages that we pay in this country, and the
taxes, and the cost of doing business generally, to completa that
structure, doesn’t it ¢

Mr. Przzati. Unless we pay the wages, the economy will fall.



150 IMPORT TAX ON LEAD AND ZINC

Senator Marone. Yes. Now, those wages are subject to negotia-
tion, I mean that is up to the producer and the workmen themselves
under our system, they negotiate, and if there is a better system no
doubt we will finally avrive at it—but wages are fixed that way,
aren’t they?

Mr. Przzatr. That is the way the prevailing wages in basic industry
are certainly fixed, and it is a good way to fix them.

Senator MaLoNE. Now, if we want to break those wages, then a
good way to do it is to just continue to lower the tariffs, or the duties,
or whatever you would like to cell them in the record, and then you
either have tc meet them, meet those wages and costs, or go out of
business, don’t you ¢

Mr. Pezzati. Now you have hit at the main reason why as a union
we are so concerned with this question. We are concerned with two
things; first, jobs; and secondly, jobs at the highest rate of pay that
we can reasonably obtain. Well, 1f our jobs are threatened, certainly
our wage skills are threatened in the mining industry.

Senator MaroNE. You could contain those wages and keep those
mines in operation if you wanted to work for the same wages they
do abroad, couldn’t you ¢

Mr. Pezzar. Easily. I suppose that 10-cent zinc could be sold
if the miners would agree to a much smaller wage scale. But I don’t
think the miners are going to agree.

Senator Maroxe. Well, if this thing is carried on to a logical con-
clusion—it isn’t logical for a civil war—-you would either have to do
that or be on the street, wouldn’t you?

Mpr. Pezzati. That has been known to happen too.

Senator MaronNt. What I would like to ask you, then, isn’t this
an argument between the workingmen of America and what I call
small business, and that is business that is of such a nature or size
that it can’t go abroad where it uses these low wages and can fur-
nish the market higher and bring it back here in cooperation with
their plants and the internationally minded investor, isn’t that your
argument?

Mr. Pezzatt. That is substantially it.

Senator MaroNE. Because if we assume perpetual peace and we are
never going to have another war, then there is nothing really against
having just a free interchange of production all over the world, if
that is good for this country, is there?

Mr. Pezzati. Provided it is good for this country and good for the
economy of this country.

Senator Maronk, Of course, it would wreck our present economic
structure, but then look ahead of that when everybody is living alike
all over the world; we would all come up together, couldn’t we?
That is the argument.

Mr. PezzaTi. When we reach that goal and age then we won’t have
the problem that is before the committee here today.

Senator MarLoNEe. Then, instead of doing that, just lowering the
tariffs and duty without in relation to the difference in the cost of
production, wouldn’t it be better to hold our standard of living, while
we are helping all these other people, at least being a good neighbor,
and simply go back to the old system of fixing the duty or tariff on the
basis of fair and reasonable competition, so that you do not have it
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high enough to preclude any imports on the same basis of costs, but
that yon have an equal shot at your own market; wouldn’t that be a
pretty good method?

Mr. Pezzarr ‘That is a fair way of putting it ; yes, sir.

Senator Marone. Now, all Congress has to do—of course, we do
have a bill before this committee, and there is one over in the IHouse,
straight cooperation that would approve what they are doing in
Geneva with 34 foreign competitive nations, we are continually lower-
ing our duties and tariffs in accordance with a law passed by this
Congress, they do that through multilateral trade agreements—but
1 don’t think it is going to pass. I have a little news for the people
who want that thing passed this vear, we didn't pass the Interna-
tional T'rade Organization, you remember, in 1951—you didn’t know
what that was then, but I think you know what this one is—and it
would approve what we are doing in Geneva, and many believe would
allow it, through its machinery to transfer the Geneva agreements on
trade and tariff to the United Nations so that they would have the
authority to fix the consumption and the production on a basis of
population on all the nations of the world. That is something maybe
you hadn’t heard of, but that will come later.

But next year, in June 1958, all this Congress has to do is just sit
«till.  Geneva is a thing of the past, it comes right back to the Tariff

Jommission, the agent of Congress, and the Congress of the United
States article I, section 8, and it will regulate just as you have testified
yon want it ; would that suit you?

Mr. Pezzari. Well, I can well understand that that would be quite
a departure from the present policly of the administration, and quite
a departure for the Congress, if the economy of our country shows
continued deterioration, not only in the mining industry, with which
I am directly concerned, but also in the textile industry and one or two
others which are similarly under a blight, and the Congress deter-
mined then to reverse the policy which has prevailed since 1934 in
reciprocal trade I would think that that would be a pretty fair decision.

I think it is a pretty far-reaching one, and I am sure that Congress
would not take such action unless they felt that a far-reaching decision
-of thiskind was absolutely necessary.

Senator Marone. Well, there would be a considerable lot of horse-
sense mixed up with a decision like that, and it has not been prevalent
for a long time, but I think that is exactly what is going to be done
now.

Now, I would ask you further, if we do want to divide the markets
with the world, without regard to the preservation on the business
we have some time described here, fair and reasonable competition of
particular industries—you know the Constitution says that Congress
must regulate this foreign trade—would not it be better to let it go
back to the constitutional method of doing it, and then if we thought
that it would be better to do it on another basis amend the Constitu-
lon of the United States and give he people a shot at it?

Mr. Przzari. Well, it would be a step in that direction, I suppose,
if Congress were to enact the bill which I believe Senator Watkins
introduced earlier this year, which would authorize the Tariff Com-
mission to decide, without any right to overrule by the Executive, and
I believe a step in that direction might be a salutary one.
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Senator Marone. Well, I would say to you that you don’t need a
bill; you have it in the Clonstitution of the United States, All you
have to do is quit passing bills which keeps it away from the Consti-
tution of the United States; and if you just quit passing bills which
put it in Geneva, with 34 executive nations regulating your job, it is
not niore legislation you need; it is less.

Mr. Pezzatr. Well, if Congress has allowed its prerogative, its con-
stitutional prerogative, to be taken away from it, then 1 think it is up
to Congress to get it back.

Senator Maroxg. 1 agree with you. But they did not allow it to
be taken away from them then: they discarded it themselves under
the 1930 Trade Agreements Act, according to Mr. Dulles. And I
will say this—T did not intend to put. it in the record—I introduced a
bill, S. 34, that would take all of the critical materials—and that is
your zine and your lead and your tungsten, about 18 of them—-and
take it away from Geneva and put it in the Tariff Commission bolily ;
just pass the bill.

And then all you wonld need to do—you would have exactly what
you wanted, not only lead and zine but. the other 16 critical materials,
which is listed in the bill, under fair and reasonable competition, with
no advantage to you, no advantage to a foreign nation.

Would that suit you? A

Mr. Przzarr. Well, T think that—I am familiar with that bill,
Senator Malone, and I think that if it were possible of passing, that
it would—-

Senator Maroxe. T doubt if we can pass it this year, T think we
can next,

Now, Senate bill 28 would take all the production of the United
States, it would put it back where it belongs in the Tariff Commission,
an agency of Congress, in the Constitution of the United States, and
that could include textiles, machine tools, and everything else.

Don’t you think you would be just as much interested in doing that
for other industries as you arve your own ?

M. r. Przzare. T don't believe there can be a healthy mining industry
unless there is n generally healthy economy.

Senator Maroxe. Thank you, Mr. Chairman.

Senator Bex~err. Thank you very much, Mr. Pezzati.

As announced earlier, we will hear one more witness tonight, Mr.
R. . Goodwin, of the Peruvian-American Association, Ine.

The other two witnesses, Mr. Stebbins and Mr, Vuillegez, will be
heard tomorrow, beginning at 10 o’clock.

STATEMENT OF R. F. GOODWIN, PRESIDENT OF THE PERUVIAN-
AMERICAN ASSOCIATION, INC.

Mr. Goopwin. Mr. Chairman and members of the committee: My
name is Richard F. Goodwin, 1 am chairman of the exeentive com-
mittee of Southern Pern Copper Corp.,, but T appear before your
committee today in my eapacity as president of the Peruvian-Ameri-
can Association in oppositionto S, 2376,

Through my former position as president of Northern Peru Mining
& Smelting Co. and Northern Peru Mining Corp. 1 have been familiar
with the mining business in Peru for the last 30 years.
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I should like to make it clear that I am not appearing today on
behalf of the corporation which I represent, except to the extent that
it is a member of the Peruvian-American Association and supports
the views of the association on this bill.

The Peruvian-American Associntion is composed of firms and indi-
viduals who have an interest in maintaining and improving trade and
cultural relations between the United States and Peru, and while
interest in trade predominates in the association, attention is given
to cultural and other aspects of relations between the two countries.

I have attached a list of the membership of the Peruvian-American
Association to this statement.,

I might say there are about 125 to 150 prominent business firms
represented.

Senator Marone. Do youhave a list of those firms?

Mvr. Goovwin. They are attached to the statement. (See p. 163.)

As a matter of practice, the association does not seek to testify on
pending legislation before Congress except on certain measures which
are clearly damaging to trade between the United States and Peru.

We feel that the legislation which is now proposed would have such
injurious consequences upon economic relations between the United
States and Peru that we consider it imperative to testify on this bill
and call yonr attention toits inherent dangers.

The effect of this proposed legislation, in our view, would be to
diminish to too great an extent imports of lead and zine from Pern
into the United States, While this would obviously reduce compe-
tion for domestic producers of lead and zine, the results on American-
Peruvian trade and on the Peruvian economy would be unreasonably
severe,

Peru is a country which lives to a great extent on its export of min-
erals to the United States, and lead and zine are very important in
thiy picture,

Almost 70 percent of Peru’s production of lead and zine is sold to
the United States,

Last year PPeru earned a total of over $28 million from sales of these
minerals to this country. In terms of the United States economy this
figure may not seem too significant, but judged against the background
of Peru’s economy, size, and population, this is a desperately important
factor in that country’s livelihood.

The Peruvian National Mining Society recently warned that this
increase in tarifls would mean that this friendly country might lost
at least $20 million & year,

T'o give you a further indication of the importance of Peruvian lead
and zine sales to the United States, let me point out that their dollar

alue represented in 1956 16 percent of t&le value of all of Peru’s
imports of manufactured goods, supplies and materials from the
United States. Yet while PPeru’s exports of lead and zine to the
United States are vital to her economic life, they have less of an im-
yact. upon our own economy. In 1956 Peru’s exports of lead to the
\Inito(l States amounted to only 7.5 percent of the United States
industrial consumption and for zine the figure is 10.6 percent.

I would like to emphasize the consequences which would arise from
depriving these friends of this opportunity to earn dollars.  We would
be driving away an important part of the trade which United States
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businessmen have been building up over generations and we would
be forcing customers in Peru, who prefer American goods, to look
elsewhere.

I should emphasize in this regard the estimate of the Peruviwn
National Mining Society of an income loss of $20 million a year
should this proposed tariff increase go into effect.

This $20 million a year would be lost to American manufacturers
and suppliers who sell to Peru. PPeru spends in the United States
even more than it earns from the United States through sales of its
minerals and other products. In fact, Peru buys 50 percent of all
its imports from the United States, whereas it sells only 37 percent
of its exports to the United States.

Peru is a nation which seeks to stand on its own two feet. It
bases its economy on a sound and developing trade, largely with the
United States. It is a leader among the Latin American nations as
a country fostering a free economy and promoting private enterprise.
It was one of the first countries in the world, after the war, to free
business entirely from exchange controls and other restrictions.

The sale of its minerals is a most vital factor in enabling Peru
to maintain its free economy. Peru provides eminently fair and
nondiscriminatory treatment of American businessmen and it offers
ample guaranties to private American capital. American business-
men who deal with Peru receive fair treatment and have an oppor-
tunity to engage in profitable enterprises.

Certainly, the proposed legislation would be contrary to our na-
tional policy of fostering lower tariffs and increasing trade. As I
have already pointed out, this bill, by increasing tarifts on Peruvian
lead and zine, would result in decreased trade and would hurt a broad
cross section of American manufacturers and suppliers who normally
suK})Iy Peru with a great variety of imports,

oreover, this proposed tariff action would tend to discourage
United States private investment in Peru. A prospective American
investor would feel less disposed to risk his money in a country whose
dollar needs are being threatened by tarifl action.

In summary, gentlemen, the proposed legislation would threaten
an estimated §~20 million in sales of American manufactures and sup-
plies to Peru. It would force Peru into other markets of the world
for its imports as well as its exports, and thus reverse the trend of in-
creased trade between the United States and Peru.

It would be interpreted widely in Peru and throughout I.atin
America as a blow to our freer trade policy and in the long run it
would create more problems than it would solve, Above all, it would
give the impression to Peru and to all of our Latin American friends,
that we only do lipservice to the concept of a free two-way trade be-
tween us and that, when the going gets even slightly tough, we aban-
don our announced principles for the sake of expediency.

I thank you, gentlemen, for this opportunity to present the views
of the Peruvian-American Association.

Senator BEnNETT. Mr. Goodwin, we are happy to have the record
that you have supplied to us. There is one statement in there that
I am sure you understand, and T hope you will just clarify it for the
record. On page 3, the second paragraph?

Mr. Goobwin, Yes.



IMPORT TAX ON LEAD AND ZINC - 155

Senator Benxerr. Do I understand that the total lead and zine
sales to the United States vepresent a figure equal to 16 percent of the
value of all of Peru’s imports from the United States?

Mr. Goepwin. 1 am sorry; it is not too clear. ‘That is on a tonnage
basis, taken from the American Bureau of Metal Statistics.

Senator Ben~err. That is not on a total basis; it isa tonnage basis?

Mr. GoopwiN. Yes. Of the industrial consumption as reported in
the American Bureau of Metal Statistics for that year, and the im-
ports of Peruvian lead and zine; those are the percentages.

Senator Bex~err. I will have to come back again.  You are trans-
lating into tons the manufactured gooas, supplies, and materials from
the United States to compare them with the lead and zinc which you
export to us in tons?

Mr. Gooowin. The dollar value of the exports is translated into the
supplies and what else which Peru would buy.

Senator Bex~Nerr. Now, you have confused me again.

Mr. Goopwin, I amsorry.

Senator Bex~err. This 16-pereent figure; does it end up repre-
senting weight or dollars?

Mr. GoopwiN. Of the industrial consumption, and the imports from
Peruin tons.

Senator Bexyerr. Actually, then, it is much less than 16 percent in
dollars?  And then you come back to the statement at the end of the
paragraph:

In 1951, Peru’s exports of lead amounted to only 7% percent of our industrial
consumption,

What do you nean by “our industrial constunption”?

Mr. GoopwiN, The mdustrinl consumption in the United States of
lead ; that was the figure.

Senator Bennerr. By “our” youmean American?

Mr. Goopwin, By United States, yes.

Benator Ben~wrr. Then that should read :

P’eru’s export of lead amount to 714 percent of American industrial consump-
tion.

Mr, Goobwin, Of American industrial consumption,

Senator Bex~xerr. Of lead, and of zine, 10.6 percent ¢

Mr. Goopwin. Covrect.

Senator Bennerr. I appreciate the opportunity of getting this
straightened out, because those figures were not clear to me.

Mr, Goopwin. T am sorry; they were clear to me, but I did not
realize that they would be confusing to one who was not familiar
with it,

Senator Ben~err. Senator, do you have some questions ?

Senator Maroxe. Yes: Ido.

Mr, Goodwin, T did not understand your relationship. You are
president of the Peruvian-American Association, but you do not repre-
sent it here?

Mr. Goobwin. Noj I am president of the Peruvian-Ameriean Asso-
ciation; I represent that, but T do not represent the company which
employs me,

Senator Marove. What is that company ¢

06139--57—- 11
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Mr. Goopwin. That is the Southern Peru Copper Corp. I am
81ai1'nmn of the executive committe of the Southern Peru Copper

orp.

S(lanator Maroxe. Does that have something to do with the new pro-
duction of copper in the ofling that Phelps Dodge Co. is developing?

Mr. Goobwin. PPhelps Dodge, Newmont, Cerro De Pasco, and Amer-
ican Smelting & Refining Co. are the four investing companies in that
enterprise.

Senator Maroxe. Are they now in preduction?

Mr. Goopwin, Noj; barring accidents, about the second quarter of
1960.

Senator Maroxr. ITow do you think their production costs will com-
pare to the Chilean costs of Kennecott and Anaconda

Mr, Goopwix. That is diflicult to say, because in Chile, as you know,
there are exchange restrictions which tend to distort operating costs.
My guess would be that the Peruvian costs might be slightly less than
the Chilean costs, but 1 can’t foresee what might happen.

Senator MaroNe. Tt isa very large deposit, isn't 1t/

Mr. Goobpwin, Very large what?

Senator Marone. Very large deposit of copper.

Mr. GoobpwiN. Yes, very large; the corporation owns 3 mines; the
total tonnage is in the neighborhood of a billion tons; the mine which
is now being developed has an ore reserve of approximately 400 mil-
lion tons.

Senator MarLoNE. In other words, it should have a terriffic impact
on the copper supply of the world; should it not ?

Mr. Goobwin, It should replace certain deposits which will be
worked out by that time, I would think.

Senator MaroNe. To what do you have reference?

Mr. Goopwin. There are various properties, I think, throughout the
world which, over the course of the life of this property, will have
been worked out.

Senator Maroxe. And you don’t have in mind the Chilean deposits;
do you?

Mr. GoopwiN. There are various properties, I think, throughout
the world which, over the course of the life of this property, will have
been worked out.

Senator MaroNE. And you don’t have in mind the Chilean deposits;
do you?

Mr. Goopwin. No.

Senator MaroNE. Or the South African deposits?

Mr. Goopwin. No.

Senator Maronk. They are just coming into their owr:?

Mr. Goopwin. Coming into production.

Senator MaLoNE. Now, your testimony is very interesting to me,
and I know you are a reasonnble man. You are an American citizen
and live in the United States?

Mr. GoopwiIN, Yes.

Senator MaroNEg. Ijust wanted the record to show that.

Where are your headquarters?

Mr. Goopwin. In New York City, 120 Broadway.

Senator Maroxe. I am sure you have heard some of the testimony
here this morning.




IMPORT TAX ON LEAD AND ZINC 157

First, T have understood that you are definitely testifying that you
think it would be entirely a change of front, and very inadvisable for
the United States to try to protect its own industries.

Mr, Goovwin, Noj I wouldn’t put it in that way. I think the basic
trouble in this whole problem is that there is an overproduction of lead
and zine in the world.

I think also that both in the United States and in foreign countries
there are marginal mines for which there is no particular hope.

Senator MaLone. What do you call a marginal mine?

My, Goopwin. A marginal mine I think—

Senator MaroNg. It 15 no laughing matter, I want you to take it
gertously and tell me what you think it is.

Mr. Goopwixn., Well, & marginal mine is one, let’s say as an
engineer

Senator MALONE. You are an engineer?

Mr. GooowiN. I am an engineer.

Senator Maroxk. A mining engineer?

Mr. GoopwiN. Mining engineer--I would take the average price
which had been agreed upon for lead, zine, copper, silver, what have
you, and figure an outcome which, if after taxes, returned the invest-
ment and a profit that would be a mine, If it did not, or if it were
merely equal to the investment required to bring it into production,
1 would call it a marginal mine.

Sex}ator MavroNe. And that would be us compared to the world

price!
: Mr. GoopwiN. To the average price which the industry considered
an average price to be expected over the next few years.

Senator MaLoNE. Industry doesn’t have much to do with that, does
it, if Congress does its work? The individual industry itself runs
its own business as fur as the tariffs or duties or whatever a govern-
ment wants to do with its own business.

Mr. GoopwiN. No. I am merely saying that in figuring an outcome
one must take the best judgment of the individual industry as to what
metal prices to expect, which might be affected by——

Senator MaLoNE. It is very interesting to me that you would be-
lieve that. But I want to ask you another question, and that is, Do
you consider any mine a marginal mine that will not return the cost
of the development of that mine, and the taxes and the renting ex-
penses, production expenses, on the world price?

Mr. Goopwin. Well,obviously—

Senator MAaLoNE. On the world price of the production, whatever
it might be—it might be textiles, it might be a mineral.

Mr. Gooowin. Well, I am afraid I don’t follow you. There always
have been two world I)rices for lead and zinc.

Senator MarLonE. T'wo prices?

Mzr. Goopwin, Two prices, one the United States domestic price,
and the second, the so-called foreign price.

Senator MaroNe. Now, what are those prices now ¢

Mr. Goopwin., Wel), the price in the United States is, as we have
heard, zinc 10 and lead 14.

Senator Mar.oNE. That is the domestic price?

Mr. Goopwixn. The domestic price.
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Senator Marone. What is the London metal price

Mr. Goopwin. It varies from day to day. On the average it would
be less than the domestic price represented theoretically by duty and
transportation,

Senator MaroNE. And that duty now is 0.6 of a cent per pound?

Mr. GoobwiN. Yes, on zinc ores. The duty on zine in blocks, pigs
or slabs is 0.7 cents per pound and duty on lead in ores 0.75 cents and
on &)ig lead 1.0614 cents.

Senator MarLoNe. Now, then, would you average those two prices
and say that that is the price that you sKould compete with?

Mr. Goopwin. Noj; if it were a domestic mine, you would use the
domestic price, if it were a mine located in a foreign country, one would
aise the so-called world price.

Senator MaroNE. Then here it would mean that you would use the
price, adding to the world price the duty that we charge for that par-
ticular product to come into this country plus the transportation ¢

Mr. GoopwiN. Again——

Senator Marone. Plus the difference in transportation: in other
words, if it was in Peru, you would have to send it to I.ondon or to
some other country.

Mr. GoopwiIN, If it were in Peru, you would send it to the United
States and pay the duty, or you would send it to Europe and sell it
on the price on the Continent.

Senator Marone. That is right. So the transportation wouldn’t be
very much difference; it would mostly then just revalve on the dif-
ference of price; it would be the tarift or duty, whatever that is.

Mr. Goopwin. Yes, that difference doesn’t always follow, sometimes
it is greater, sometimes it is less.

Senator Marong. Well, we understand, you and I do, that there
can be 2 manipulation of price very easily through a maniuplation of
currency. You do understand that, of course.

- Mr. GoopwiN. Well, I have been in the mining business a long time,
and I don’t ever remember the prices of metals Being manipulated.

Senator MarLoNg. I don’t remember any other thing being done to
them for the last 25 years—24 years—but manipulation. And you
are in the mining business, you are a mining engineer, and never heard
of thatt

Mr. Goopwin. Well, there are various forces at work. I wouldn’t
call it manipulation in the sense that one manipulates a stock on the
stock market.

- Senator Marong. Well, I didn’t know you can do that. That is
where ignorance comes in.

Mr. Goopwin. I have heard that one could.

Senator MaroNe. Do you know that?

Mr. Goopwin. I don’t know it; no.

- Senator MaroNE, That you can manipulate a stock?

Mr. Goopwin. I have heard that such things can happen.

Senator Marone, But you didn’t read that you could do it with
metals?

Mr. GoopwIN. Not in that sense, no.

Senator MaLoNe. Well, I read in the record this morning, so I will
not repeat it, that we have been putting up money in the millions of
dollars through ECA and Marshall plan and other agencies—they

e

I
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change the name every year so the folks won’t catch up with it. It is
now mutual security, I think—and they have put out millions of
dollars to foreign nations to buy such materials that we are discussing
today, and then they dump them on our markets. I can document that
for you, if you would like it, and it might help you. That would be
manipulation, wouldn’t it?

Mr. GoopwiN. In a sense, yes.

Senator Maronk., Then what you have a price on the Peruvian cur-
rency in terms of the dollars, one place—and I am not sure that you do
manipulate it very much, but I can certainly look it up for you—then
if they changed the price of their currency in terms of a dollar for the
trade advantage, which means really a lowering of the wages as you
heard the testimony this morning

Mr. Goopwin, If the currency is depreciated.

Senator MarLoNe. Then that would be a little manipulation,
wouldn’t it ¢

Mr. GoopwiN. No—I mean, if it were done purely on lowering the
cost of producing lead and zine; but 1 think currency depreciation
seems to be based on more factors than that.

Senator MarLonk., Regardless of what it is done for, if it is done, it
does have that effect.

Mr. Goopwin. It lowers the cost of production in terms of local
expense, but experience shows that in 2 or 8 years the costs catch up.

Senator MaroNk. Well, it does. But if you can keep ahead of it,
as we have and most of the nations have for 24 years, of course I
think we are going out of the little horn, including the United States
of America, because our inflation is running away, too, we are not
immune. I have asked you—and you have answered that question,
youdo know about it.

Mr. GoopwiN. I know that various countries throughout the world
have depreciated their currencies.

Senator MavoNe. Of course you do. For what purpose you did
not know, but. the effect would be the same when you know for what
1t would be or not.

My, GoopwiN. Theeffect would be

Senator Mavroxe. To lower the price of production, of course.
Now, what I would ask you, what does Peru do in the way of tariffs
or control of importsinto Peru?

Mr. Goopwin. There is free exchange—in other words, dollars and
soles, the local currency, are freely interchangeable—-

Senator Maroxe. On themarket price of the currency ?

Mr. Geopwin. On the market price of currency, it varies from time
to time.

Senator MaroNe. What about tariffs or other checks on imports?

Mr. Goopwin, There are no customs duties on mining equipment or
supplies which come into the mining industry.

Senator MarLoNE. You don’t produce any of that business ore there,
do you, you do not. produce any heavy mining machinery in Peru yet;
do they ?

Mr. Goopwin. No,not toany extent.
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Senator MaLoNE. Let me read you an excerpt, and I would like for
ou to check it, under tariff, page 231 of Senate Document 83, Senate
esolution 271, where it says:

Although the Peruvian tariff system is primarily desigued for revenue, there
is constant pressure for increased rates for protection purposes, and in a number
of instances new rates have been virtually prohibitive.

A considerable number of increased rate proposals are an file with the Tarift
Advisory Board.

Most tariff rates are on an ad valorem basis and are collected in national
currency. An ad valorem surtax based on import values is also assessed, the
rates ranging from 0 to 2314 percent.

You are familiar with that, of course.

Mr. Goopwin. No, I couldn’t know what the individual duties are.

Senator Maroxe. Now, it may be a fine thing for you to become
familiar with it if you represent the people in Peru.

There is an additional tax of 1 percent ad valorem on GATT items—

general agreements on tariffs and trade, under which the 34 nations
in Geneva are regulating our foreign trade, along with others—

and with certain exceptions, a maritime-freight tax of 2 percent of ocean-frelght
charges. Some items are also subject to sales taxes.

Rute concessions and reciprocal most-favored-nation treatment were normally
granted to the United States and the United Kingdom, Colombia, Brazil, and
Argentina, under bilateral trade agreements, under Perw’s association with
GATT, the agreements with the United States and the United Kingdom were
canceled.

Now, you will find if you do investigate it, if you find it is necessary
in your business, that all of the 34 nations represented in Geneva—
Peru is one of them—protect their labor and their investors in the
nations from the import of anything which they produce in ’eru.

We are the only nation on earth that does not do that any more,
that has a tarift or duty lower than that differential in cost that vou
have heard complained of here today, the difference in the wages here
and the foreign chief competitive nation on each product and the cost
of doing business here, pay the taxes and so on, which the tariff for-
merly represented, and that is what these boys are talking about today.

Now, every nation that I have investigated so far—and we are now
making a report on the Eastern Hemisphere—and I have visited every
one of the nations as I did Peru, and I looked at your deposits in
southern Peru—and you were then drilling, you had not reached the
point of development of ore—that was in 1954, T am sure it was—and
you knew it was coming, and it is a very creditable thing to produce
copper in Peruto the extent that you can produce it.

But you have brought up the matter of fairness, so I thought it
would be necessary to show in the record here that this is the only
nation, the only nation that I could find in the world today, producing
nation, that deesn’t protect its labor and its investors, once they are
established and producing.

You see. about 60 percent of our imports, there is no duty, because
we do not have a commercial production. And I don’t know of any
other nation like that. But when you arve in business you need that
differential in labor. Now, it doesn’t need the tariff for that reason
at all, because you have a much lower standard of living and wages
than we do in this country.
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Mr. GoopwiN. Yes, the wages of course are only one item in the cost
of production.

Senator MaroNe. What is that?

Mr. GoopwiN. I say wages are only one item.

Senator Marox~k. It is about 50 percent of it, for your information.

Mr. GoopwiN. Well, while the basic wage is low, nevertheless the
social laws increase that by 50 percent.

Peruvian law requires free housing and free hospital and medical attention
for all employees and their families.

Salaries for American supervisory employees are from 25 to 50 percent higher
than in the United States.

Cost of all mining and milling supplies is increased by transportation costs
from the United States to destination.

The cost of selling production is increased by transportation of approximately
3,000 miles to market.

Peruvian law requires the payment of severance pay on termination of em-
ployment and provision for pensions after 30 years’ service.

Senator MarLoNE. I am talking about the effective wages. Now,
let’s just get by that, because I have had all these arguments for
several years.

Mr. Goopwin. The cost of production ; I am sorry.

Senator Maroxe. The effective wages; what I mean by that term,
I will explain it, is the effective wages; if they are not quite as efficient,
our Tariff Commission used to be able to take that into consideration,
and though they have no authority whatever. So, if they are more
efficient here than they are in Peru or someplace else, you can take
the efficiency into consideration.

But now you have access, and every other nation does, to our best
machinery, our know-how, and I know you know that, so I am wasting
the time of the committee in explaining it—but every one of these
foreign investors, American investors, the last plant built on earth
of that nature is the best on earth, because it is the last one, or else
you have a poor engineer, and that would be your fault. And, in
addition to that, you take anywhere from 2 or 3 to 7 percent of Ameri-
can workingmen who are highly trained to train this lower cost labor;
they do that in Chile; you are doing it in Peru, and you are doing it
in every nation on earth, and I have visited all of them.

So, there is no difference, then, in the machinery at all; there is
no difference in the know-how, but there is a difference in the effective
wages, because in some areas they are not as effective workmen, but
in Peru I doubt very much if they are less effective, once they are
in production,

I visited Anaconda, and I was there 10 days in 1954, at their mill,
the best mill in the world, because it is the last one, and some of the
finest engineers on earth are there right now, as you probably already
know. And you are taking some of the same type right up there in
southern Peru; if you weren't, you ought to be kicked out of your job.

So. all we are talking about here today is something that is not
necessary in a low-wage nation at all; we don’t ask to keep the imports
out: we ask that something to equalize the effective wages in the chief
competing nation, and in this Nation on each product, whether you
call it tariff or excise tax—-

Mr. Goopwin, Isn’t it true that other items enter into the cost of
production than wages?
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Senator Maro~ne. Of course; but you take all those into considera-
tion. What did we do when we fixed the price of tungsten? In 1953,
the price of manganese and the price of the other five minerals, we
took everything into consideration; we asked the Tariff Commission
everything, all the items, taxes, and then we fixed those prices in the
Malone-Aspinall Mineral Purchase Act in 1953 to represent that
difference, and I think it did, at that moment, but, of course, it
changes, so when we extended it last year, we picked some of the
minerals out, because of different reasons, and changed the price,
because it changed the effective cost. So, all of this business that you
can compete with anybody over here because of your machinery, or

our trained workers is just a bunch of poppycock, which you know
tter than I do, if you are an engineer, and you have been in the
business, and must know of, or they would fire you.

So, I would like to talk to you sometime.

What we are interested in here—I know these workingmen all over
the United States, and the local investors, and I am interested in
them—is the economic structure of this country. And I am not for
this business that Dulles testified to, that he can destroy one industry
if it will help us in the world picture.

We are in a very precarious position right now in our economy.
And I think Peru is a fine nation. I met many of their leaders, I
think the President of Peru was gone when I was there, but I visited
their industries over the Andes; I went across the Andes into the
mining areas; I looked at the mill, and I looked at the mines—and I
am a peculiar individual—no engineer knows any other way to do it—
and so I have seen your industries, and I am in sympathy with you to
the point of giving our people an even break, that is all. And if you
want to ship copper in here in competition with the copper product
in this country, I am all for that.

But to even the wages and the cost of doing business here and in
Peru, if that is your chief competing nation, or any other nation,
and then, as you raise that living standard, lower it so you have an
even break in this market, just no advantage, would not that make
a lot of sense, you compete with our people on an even basis, fair and
reasonable competition ? :

Mr. GoopwiN. Senator, sometime I would like to go over with you
the cost. per ton, the average cost per ton.

Senator MaronNe., That would just suit me; just phone me any
time and come down. But I hope that you will study these things, if
you don’t need any tariff, but you do have a tariff higher than ours,

ut for a different purpose, to keep it out, the things yon manufac-
tured and produce. We don’t do that to keep it out; we do it to stay
in business; that is all.

That is all, Mr. Chairman.

Senator Bex~NerT. Thank you very much, and I hope you can get
your plane and see the doctor tomorrow.

Mr. Gooowin. I appreciate your courtesy very much.

Ea ey |

AP—
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(The membership of the Peruvian-American Association, Inc., re-
ferred to on p. 153, follows:)

PERUVIAN-AMERICAN AS8SOCIATION, INc., NEw YoRrk, N. Y.

MEMBERSHIP LIST

M.PLangworthy, partner, A. & M. Overseas Co., Crawford County, Centerville,

.

Robert D. Merrill, vice president, All America Cables & Radio, Inc., 67 Broad
Street, New York, N. Y.

C. 8. Tucker, Mr. A. I. Terhune, superintendent, American Foreign Insurance
Association, 161 William Street, New York, N. Y.

J. C. Emison, chairman, flnance committee, American Smelting & Refining Co.,
120 Broadway, New York, N. Y.

Oscar 8. Straus, vice president and treasurer, American Smelting & Reflning

" Co., 120 Broadway, New York, N. Y.

William K. Love, Jr., vice president, Anderson, Clayton & Co., 120 Wall Street,
New York, N. Y, _

Aurelio Garcia Sayan, Banco Wiese Ltd., Edifico San Pedro 220, Lima, Peru

Henry W, Drath, vice president, Bank of America, N. T. & 8. A., international
banking department, 300 Montgomery Street, San Francisco, Calif.

Gul§tavo Berckemeyer, manager, G. Berckemeyer & Co., Villalta 264-266, I.ima,

eru

H. H. Murphy, Jr,, district sales manager, Braniff International Airways, 630
Fifth Avenue, New York, N. Y.

R. F. Straub, president, Bunge Corp., 42 Broadway, New York, N, Y.

Robert P. Koenig, president, Cerro de Pasco Corp., 300 Park Avenue, New York,
N. Y.

H. D. Arneson, president and general manager, Abbott ILaboratories Interna-
tional Co., 14th Street and Sheridan Road, North Chicago, I1l.

Aluminum Limited Sales, Inc., 630 Fifth Avenue, New York, N. Y.

A. A. Brown, vice president, American Smelting & Retining Co., 120 Broadway,
New York, N. Y,

W. H. Loerpabel, general manager for 8. A. American Smelting & Refining Co,,
120 Broadway, New York, N. Y.

Roger W. Straus, chairman of the American Smelting & Reflning Co., board, 120
Broadway, New York, N. Y.

Juan A. Barclay, assistant manager, Banco Internacional del Peru, Plaza de la
Merced, Lima, Peru

Rafael de Orbegozo, gerente del Banco Wiese Ltd., Nuiiez 250, I.ima, Peru

D. D, Bean, Jr., treasurer, D. D. Bean & Sons Co., Jaffrey, N. H.

M. J. N. Eland, president, I3ooth American Shipping Corp., 17 Battery Place,
New York, N. Y.

Simon Kern, assistant vice president, Bunge Corp., 42 Broadway, New York, N. Y.

R. ¥, Hannan, California Commercial Co., Inc., 30 Rockefeller Plaza, New York,
N. Y.

Claude Cartier, president, Cartier, Inc,, 5th Avenue and 52d Street, New York,
N. Y.

A. Russell Merz, vice president, Cerro de Pasco Corp.,, 300 Park Avenue, New
York, N. Y.

Frank F. Russell, chairman, Cerro de Pasco Corp., 300 I'ark Avenue, New York,
N. Y.

H. Danforth Starr, vice president, Cerro de I'asco Corp., 300 Park Avenue, New
York, N. Y.

Peter James Brennan, vice president, international division, Chemical Corn
Exchange Bank, 165 Broadway, New York, N. Y.

Pedro Serrano, general manager, Chilean Line, Inec.,, 29 Broadway, New York,
N. Y.

J aIl‘?ei A. Iarley, the Coca-Cola Export Sales Co., 515 Madison Avenue, New York,

Leonard B. Hough, export sales manager, the Collins Co., Collinsville, Conn.

Antonio Bentin, managing director Compania de Aviacion “Faucett”, S. A,
Casilla 1429, Lima, Peru,

H. E. Lowrey, manager export division, the Continental Supply Co., Inec., 45
Rockefeller Plaza, New York, N. Y.
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Dudley B. llhmsul, Curtis, Mallet-I'revost, Colt & Mosle, 63 Wall Street, New
York, N. Y.
Otlt\? E;,vhoenrlch, Curtis, Mallet-Prevost, Colt & Mosle, 63 Wall Street, New York,
Hernando de Lavalle, Azangaro 430-301, Limn, Peru.
R. P. Dyckman, vice president, L. A. Dreyfus Co., Post Oflice Box 500, South
P'laintield, N. J.
I.. IQVY J. Baker, president, Duncan Fox & Co., Inc., 20 Broadway, New York,
Jack Estes, the Estes Co., 247 Purk Avenue, New York, N. Y.
Ot{o 'ﬁ. IEJ\'!'(;lser, vice president, Chase Manhattan Bank, 18 ’'ine Street, New
“ork, N.
F. 1. Hasler, chairman of advisory board Chemlcal Corn Exchange Bank, 80
Broad Street, New York, N. Y.
Vincent Melone, president, Clisa Corp., 146 Summer Street, Boston, Mass.
George H. Lesch, president, Colgate-Palmolive International, 300 Park Avenue,
New York, N. Y.
Mario Dlez, vice president, internationatl division, Colonial T'rust Co., 1230 Ave-
nue of the Ameritcas, New York, N. Y.
Eduardo Dibos, Compania Goodyear del Peru, Apartadoe 1690, Lima, Peru.
Dxi.) I, Kaiser, Corp. Commerecial Sudamericana 8. A. Cosmana, Casilla 505, I.ima,
eru,
Milo A.‘porges, Curtis, Mallet-F'revost, Colt & Mosle, 63 Wall Street, New York
5, N. Y.
Henry T. Mudd, president, Cyprus Mines Corp., 1206 I’acific Mutual Bulilding,
l.os Angeles, Calif.
Don A. Weber, president, the Delster Concentrator Co., 901 Glasgow Avenue,
Fort Wayne, Ind.
Wendell R, Swint, director foreign relations department, E. I. du Pont de Ne-
mours & Co,, Inc Wilmington, Del.
Empresa Agricola Chl(mna Ltda., Casilla Correo 678 Iima Pern.
J. ¥. Cannon, Jr., as«htnnt vice presidont the First Natlonat City Bank of New
York, 653 Wall Street, New York, N. Y.
J. R. Fluor, executive vice president, the Fluor Corp., Ltd., I'ost Office Box
7030, East Los Angeles Branch., Los Angeles, Calif.
Bradford W. Stone, regionnl manager, pan-American region, General Motors
Overseas Operatlons, 1775 Broadway, New York, N. Y,
Messrs. Gildemeister & Co,, 8. A,, Casilla Correo 678, Lima, Pern
F. T. Magennis, president, Goodyear International Corp., 1144 East Market
Street, Akron, Ohio.
J. ll'«l. }\I:}\:.'m{:r, senfor vice president, Grace Line, Inc., 10 Hanover Square, New
OrK, N, Y.
L. Aguirre-Edwards, Grace National Bank of New York, 7 Hanover Squarve,
New York, N. Y.
Lueas A. Alden, vice president, W. R. Grace & Co., 7 Hanover Square, New
York, N. Y.
W. G. Holloway, chairman of the board, W. R. Grace & Co., 7 IInnover Square,
New York,N. Y.
. B. Shen, first vice president, W. R. Grace & Co., 7 Hanover Square, New
York, N. Y.
James }. Stebbins, executive vice president, W. R. Grace & Co., 7 Hanover
Square, New York, N. Y,
J. 'P.Q\'hitoly, vice president, W. R, Grace & Co., 7 Hanover Square, New York,
N. Y.
Ralph E. Kimpel, vice president, Guaranty Trust Company of New York, 140
Broadway, New York, N. Y.
Clg‘t;\'. ITacdke, president, C. Haedke & Co., Ine., 120 Wal! Street, New York,
J
Carl L. Swenson, president, Foley Bros.,, Inc., Pleasantville, N. Y.
Thomas B. Klarkring, foreign sales manager, General Dynamics Corp., Elec-
tric Boat division, Groton, New London, Conn.
Hon. Don Carlos Gibson, commercial counselor, Peruvian Embassy, Washing-
ton, D. C.
Emilio A. Godoy, president, E. A, Godoy & Co., Inc,, 25 Broadway, New York,
N.Y.
Godfrey Macdonald, vice president, Grace Line, Inc.,, 10 Hanover Square, New
York,N. Y.
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Parke W, W. Musters, Grace Line, Inc.,, 10 Hanover Square, New York, N. Y.

Ralph 8. Stillman, president, Grace National Bank of New York, 7 lanover
Square, New York, N. Y.

Peter Grace, Jr., president, W, R, Grace & Co., 7 Hanover Square, New York,

John D. J. Moore, vice president, W. R. Grace & Co., 7 HHanover Square, New
York,N. Y.

J. R. Simpson, assistant vice president, W. R. Grace & Co., 7 Hanover Square,
New York, N. Y.

H. J. Tomlinson, W. R. Grace & Co., 7 Hanover 8quare, New York, N, Y.

J. A. Wilbur, Jr,, assistant vice president, W. R. Grace & Co., 7T Hanover Square,
New York, N. Y. .

Charles H. Dresbach, New York exploration division, Gulf O1l Corp., 17 Battery
Place, New York, N. Y.

D. A, Del Rio, vice president, the Ianover Bank, 70 Broadway, New York, N. Y.

C. K. Campbell, vice president, IBM World T'rade Corp., 807 United Natlons
I’lazi, New York, N. Y.

L. P. I'ennell, vice president and treasurer, IBM World T'rade Corp., 807 United
Nations Plaza, New York, N. Y.

A. K. Watson, president, IBM World Trade Corp., 307 United Nations Plaza,
New York, N. Y.

G. C. Doubleday, Ingersoll-Rand Co., 11 Broadway, New York, N. Y,

W. I. Bradford, vice president, Internationnl Basic lNconomy Corp., 30 Rocke-
feller Plaza, New York, N. Y,

J. B, O'Connor, president, International Dresser Equipment Co., Post Office Box
1331, Dallas, Tex.

H, A, Davies, Director General, Latin American Operations, International Har-
vester Co., 180 North Michigan Avenue, Chicago, Ill.

Enlrlquu Montero Muelle, International Petroleum Co., Ltd., Carabaya 831, Lima,

deru

A. K. Rebollo, president, Johnson & Johnson International, New Brunswick, N. J.

James H. Stratton, partner, Knappen-Tippetts-Abbett-McCarthy, engineers, 62
West 47th Street, New York, N. Y.

Enrique Chavez, manager, New York Linea Aeropostal Venezolana, 781 Kifth
Avenue, New York, N. Y.

John I. Loeb, partner, Carl M. Locb, Rhoades & Co., 42 Wall Street, New York,
N. Y.

R. Mges. president, R. Maes lixport & Import Corp., 176 Broadway, New York,
N. Y.

W. D. Gibbs, adininistrative officer, Marcona Mining Co., care of Utah Construe-
tion Co,, 100 Bush Street, San Francisco, Calif.,

Mbere J. Turner, treasurer, Maywood Chemical Works, Maywood, N. J.

Leo Fernandez, general manager, Latin American area, Merck-Sharp & Dohme
International, 161 Avenue of the Americas, New York, N. Y.

ugene F. Saber, IBM World Trade Corp., 807 United Nations Plaza, New York,
N. Y.

J. 1. Wilson, director, IBM World I'rade Corp., 807 United Nations Plaza, New
York, N. Y.

W. C. Gulick, president, International B. F. Goodrich Co., 300 South Main Street,
Akron, Ohio.

Carl E. Alfaro, president, International Brass & Copper Co., Inc, 75 West Street.
New York, N. Y,

R. IIowson, International General Electrie Co,, Inc., 570 Lexington Avenue, New
York, N. Y.

L. P. Maier, chairman of the board, International Petroleum Co., Ltd., 396
Alhambra Circle, Coral Gables, Fla.

Eugene L.e Baron, vice president, International Teiephone & Telegraph Corp.,
07 Broad Street, New York, N. Y,

Julien M. Saks, partner, Klein & Saks, 1001 Connecticut Avenue NW., Washing-
ton, D. C.

A. J. Pasch, chairman, Latin American Frelght Association, 11 Broadway, New
York, N. Y.

Roy E. Jones, export manager, Link-Belt Co., 233 Broadway, New York, N. Y.

R. A. Hummel, Lone Star Cement Corp., 100 Park Avenue, New York, N. Y.

G. Butler Sherwell, vice president, Manufacturers Trust Co., 53 Broad Street,
New York, N. Y,
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Q. \l}. Engr(;y, secretary and treasurer, Pedro Martinto, Inc.,, 00 West Strect, New
ork, N. Y.

Thomus J. McGuire, president, ‘1IN J. MeGuire Travel Co., Ine., 333 North Michi-
gan Avenue, Chicago, 11, .

T. I, Carberry, president, Metal Tradervs, Ine, 67 Wall Street, New York, N. Y.

George L. N. Meyer, president, Geo. J. Meyer Manufacturing Co., Bast Meyer Place
and Dumore Court, Cuadahy, Wis,

Charles B, Montgomery, owuner, Montgomery Construction Clo.,, 803 West Main
Street, Grove City, Pa.

Merton (. Kennedy, vice president, Morrison Knudsen Co., Ine., 122 East $42d
Street, New York, N, Y.

William 8. Swingle, president, Nattonal Poreign Treade Counedl, Inc., 111 Broad-
way, New York, N. Y.

A, R, Meyer, division manager, the Nationnl Supply Co., Ine,, export division,
GO0 Ffth Avenue, New York, N Y.

Avthur 1lays Sulzberger, publisher, the New York ‘Times, 220 West 434 Street,
New York, N. Y.

Constantine P, Goulundeis, prestdent, Orjon Shipping & 1'rading Co., Ine, 80
Broad Street, New York, N. Y.

Jose O'Nelll, vice president, Otis Astorin Corp., 222 11th Avenue, New York, N. Y.

R. V. Whetsel, vice preshdent, Peruvinn Pacitle Petroleumn Co, 70 Pine Streot,
New York, N. Y.

Erast L, Frank, assistunt treasuver, Philipp Bros, Ine, 70 'ine Street, New York,
N.Y.

. L. Wilkinson, Price, Waterhouse & Co., 0 Pine Street, New York, N. Y,

Donald Gillles, wining consultant, Republle Steel Corp., Republie Building,
Clevelnnd, Ohto

Joseph W, Gaunan, agent, the Royal Bank of Canada, 68 Willlam Street, New
York, N. Y.

E. Mraenkel, chairman of board, Samicorp South Ameriean Minerals & Merhean-
dise Corp., 425 Park Avenue ,New York, N. Y.

Ward A, Miller, Rancho Santa IFe, Callf,

Howard 8. Kennedy, Moore MeCormack Lines, Ine, 5 Broadway, New York,
N. Y.

Alfred IL Anderson, president, Jatmes Motley & Co, Ine, 114 Liberty Street, Now
York, N. Y.

Negocelnelon Azuearera Laredo Litda,, Casilla de Corrveo 2089, Lima, Peru

Plato MalozemofY, president, Newnumt Mining Corp., 300 'ark Avenue, New York,
N. Y.

Douglas 1L Allen, chairman, Otis Astorla Corp,, 222 11th Avenue, New York,
N. Y.

Cyrus 8. Collins, vice president, Pan Anmerlean-Grace Alrways, Ine,, 135 East 42d
Street, New York, N, Y,

Col. Alan Cockerany, president, Peruvian Olls & Minerals, Ltd., 1220 67 Yonge
Street, Toronto, Ontario, Canada

Robert G, Page, president, I'helps Dodge Corp, 300 ark Avenue, New York,
N. Y.

11. Earle Braisted, president, Joshun B, Powers, Inc,, 345 Madison Avenue, Now
York, N. Y.

H. (. Roschen, vice president, Raymond Coucrete IMile Co., 140 Cedar Street,
New York, N. Y.

Charles 8, Jones, president, Richtleld Ofl Corp, 353 South Plower Street, Tos
Angeley, Calif,

J. I ooyberg, manager, Royal Netherlands Steamship Co., 25 Broadway, New
York, N. Y.

Orrie John Mills, assistant to the president, the Sandy Hill Tron & Brass Works,
27 Allen Street, Hludson Falls, N. Y.

J. . Robinson, president, Sante Fe Drilling Co., Post Offlee Box 310, Whittier,
Onlif,

C. A, Meyer, vice president, Tatin Amerlean operations, Sears, Roobuck & Co.,
025 South Haman Avenue, Chieago, 11

Havold T. Snith, president, Iarvold ‘I Smith, Ine, Post Office 5t, Panama, Re-
public of Panuamin

George . Seeley, president, Frederick Snnve Corp., 233 Broadway, New York,
N. Y.

Havold 1. I'ry, Socony Maobil O Co,, Inc, 150 East -$2d Street, New York, N. Y.
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I, \le.. 'l‘ll\tumn. president, Southern Peru Copper Corp,, 120 Broadway, New
‘ork, N. Y.

Zeh Mayhew, producing coordinntion department, Standard Ol Co. (N. 1.), 30
Rockefeller Plaza, New York 20, N Y,

Walter Niktaus, agent, Swiss Credit Bank, New York Agency, 23 Pine Street,
New York, N Y.

Govdon W, Read, chalrman, Texas Gulf Producing Co., Chrysler Bullding ast,
New York, N. Y.

\\'.\ A (‘hu'\k, vice president, Texas Petrolenm Co, 185 East 424 Street, New
‘ork, N. Y.

Olin Kalmbaeh, vice prexident, R. J. Tipton Assoclnted Engineers, Ince. 610
Insurnnee Bullding, Denver, Colo.

G B Davis Jr., reglonnl divector, Tatin Ameriea, United States Steel Export
Co., 30 Chureh Street, New York, N. Y.

George A Meckes, United Stales Steel Export Co, 30 Chureh Street, New York,
N. Y.

) D .l.\\'un der Leur, care of Marveel Calvet & Co., e, 111 Wall Street, New York,
NY,

Cartos A, Vidal, Ocona 160, Linma, 'ern

Jumes M, Birkbeek, Consolidated Quayann Mines, Ltd,, CasBlla 2804, Lima, Peru

Jo K Evans, Shell Cavibbean Petroleum Co,, Ine, 50 West. H0th Streef, New
York, N. Y.

Arthur W. Bultenheim, chaivman of hoard, Frederick Snave Corp., 233 Broad-
way, New York, N, Y.

Harey O, Ware, seeretary and treasurver, Frederlek Snare Corp, 233 Broadway,
New York, NV Y.

R. I Goodwin, chairman, excentive comuittee, Southern ’eru Copper Corp., 120
Broadway, voom 2140, New York, N, Y.

W. L, Cunliffe, president, Standard Brands International, 595 Madison Avenue,
New York, NV Y,

Nicholas I ‘fratanie, vice president, Star-Kist Foods, Tne, 382 Tuna Street, Ter-
minal Island, Calif,

W. N, Deming, Jr., . Tennant, Sons & Compnny of New York, 100 Park Avenue,
New York, NL Y.

Fred M. Nelson, president, Texas Guif Sulphur Co,, 75 East 45th Street, New
York, N. Y.

H. Gregory Thomas, 1 West A7th Street, New York, N, Y.

David Rebert Camming, manager, export arvea, oll well supply division, United
States Nteel Corp, 30 Rockefeller Plazn, New York, N, Y.

Willinmm B, Hughex, general manager, overseas sales division, United States
Steel Fxport Cog, 30 Chureh 8teeet, New York, N Y.

N Davis, vice president, Utah Construction Co,, 100 Bush Street, San Fran-
clseo -k, Calif,

George (), Floyd, viee president, Vanadinm Corporation of Ameriea, £20 Lexing-
ton Avenue, New York, N. Y,

John Kirby, advertisiing manager, Vision, Ine, 60 West 5ith Street, New York.
N. Y.

Alfred Boedtker, president and general manager, Volkart Bros, Ine, 120 Wall
Ntreet, New York, N, Y.

Frank A. Ready, president, Hotel Waldorf-Astorin Corp,, H0th Street and Park
Avenue, New York, N Y.

1. J. Nesselberyg, president, Wessel, Duval & Co., fne, 67 Brond Street, New
York, N. Y.

Abel Carviquiry, A, v F. Wiese, Carabaya 501, Lima, Peru

'ant Nathan, Standard Ore & Atloys Corp,, 120 Wall Street, New York, N. Y.

(}IR\(-N W. Kahu, general partner, Kuhn, Loeh & Co,, 30 Wall Street, New York,
. Y.

Erie Jacksen, vice president, Wendel Western, Ine,, S615 Sunset Boulevard,
Los Angeles, Calif,

Reinlhiold A, Auerbach, president, Reinhold A, Aunerbach, Ine., Post Ofice Box
150, Easton, Pa.

K. ¢, Ntansmove, divigsion manager international sales, Dorre-Oliver, Ine, Barry
Place, Stamford, Conn.

Fred Salditt, vice president, sales, Havnlsehfeger Corp,, 4100 West National
Avenue, Milwnukee, Wik,

H. L. MeNeill, manager, metatlnegienl depurtment, The Stearns-Reger Manu-
facturing Co,, 660 Bannock Street, Denver, Colo,
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D, N. Chamberlain, vice president, sales, Southern Pipe & Casing Co., division of
United States Industries, Inc., Post Office Box C., Azusa, Calif.

Raymond A. Hill, partner, Leeds, Hill & Jewett, 609 South Grand Avenue,
Los Angeles, Calif,

N. J. Connor, New York district manager, The Babcock & Wilcox Co., 161 East
42nd Street, New York, N. Y.

Henry Von Kohorn, president, Von Kohorn International Corp., Von Kohorn
International Building, White Plains, N, Y.

Deane M. Evans, president, Louis Watjen, Inc., 76 Beaver Street, New York, N. Y.

Mr, German Aguirre U,, % A.y F. Wiese 8. A., Lima, Peru

Brayton Wilbur, Wilbur-Ellis Co., 320 California Street, San Franeisco, Calif,

B. T. Eagerton, vice president, Norberg Manufacturing Co., 3073 South Chase
Avenue, Milwaukee, Wis,

John K. Coburn, Jr., manager, fats and oils department, Archer-Daniels-Midland
Co., Post Office Box 839, Minneapolis, Minn.

Jo’szé .11( Ilqi.m;*ero, Transportadora Grancolombiana, Ltda., 52 Wall Street, New

ork, N. Y.

8. Zettenberg, president, Aros Electric Inc., 500 Fifth Avenue, New York, N. Y.

J. J. Kelleher, sales manager, Hercules Powder Co., Inc,, Wilmington, Del.

Geﬁrge F. Dixon, Jr., president, Dart Truck Co., 2623 Oak Street, Kansas City,

o.

Newton P. Selover, general manager, export operations, Manning, Maxwell &
Moore, Inc., 161 East 42nd Street, New York, N. Y.

Waliter B. Berger, district manager, The Armco International Corp., 405 Lexing-
ton Avenue, New York, N. Y.

Harold E. Wright, executive vice president, The Galigher Co., 545-585 West
8th South Street, Post Office Box 209, Salt Lake City, Utah

W. D. Lewis, vice president, sales in United States for export, Westinghouse
Electric International Co., 40 Wall Street, New York, N. Y.

Senator BENNETT. The committee will recess until 10 o’clock tomor-
row morning, Mr. Stebbins, of W. R. Grace & Co., will be the first
witness.

(Whereupon, at 5: 50 p. m., the committee was adjourned, to recon-
vene at 10 a. m., Tuesday, July 23, 1957.)
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TUESDAY, JULY 23, 1957

UNITED STATES SENATE,
Commirree oN FINANCE,
Washington, D. C.

The committee met, pursuant to recess, at 10: 15 a. m., in room 312,
S_e(all}ate Office Building, Senator Harry Flood Byrd (chairman) pre-
siding.

Pr%sent: Senators DByrd, Kerr, Anderson, Jenner, Williams,
Flanders, Malone, Carlson, Bennett, and Watkins.

Also present: Elizabeth I3. Springer, chief clerk.

The CrrairMaN., The committee will come to order.

I submit for the record a telegram which I received from Mr. A. J.
O’Connor, vice president and general manager of the Consolidated
Copper Mines Corp., of Ely, Nev.

('I'he telegram follows:)

Hon. SENATOR BYRD,

Chairman Scnate Finance Committce,
Scnate Office Building, Washington, D. C.:

Respectfully urge you to consider including copper in the studies of your
comimittee in connection with tariff on lead and zinc. Believe that facts indicate
the fairness of raising the peril point in present tariff laws from 24 cents to 28
cents at which point the 2-cent tariff becomes effective, This matter is of
desperate importance to the small independent copper producing companies such
as ours. Under the present squeeze on small producers of copper due to the
falling market price and ever-increasing cost factors the small independents are
being forced into a position where they must close down.

Consideration of this problem by you and your committee will be appreciated.

Sincerely,
A. J. O'ConNoOR,
Vice President and General Manager, Consolidated Copper Mines Corp.

The CHamrMaN. The first witness this morning is Mr. James H.

Stebbins, of the W. R. Grace & Co. Will you come forward, Mr.

Stebbins. Take a seat, sir.

STATEMENT OF JAMES H. STEBBINS, EXECUTIVE VICE
PRESIDENT, W. R. GRACE & CO.

Mr. Stespins. Mr. Chairman and members of the committee, my
name is James H. Stebbins. I am an executive vice president of W. R.
Grace & Co. of New York and I appear before you in opposition to
S. 2376 which provides for a sliding scale of excise taxes on imports of
and zine.

I have spent the major part of my business career in the Latin Amer-
ican field. I have lived in C'hile and Peru and from 1938 to 1947 1
was a manager of W. R, Grace & Co. operations in Peru. I have
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worked in almost all of the Latin American countries and I travel
frequently in that area. At the present time I am in charge of my
company’s extensive South American operations.

Our company is intensely interested in this matter because of our
century-long association with the Latin American countries which
would be immediately atfected by this measure and because of our
traditional policy of fostering improved economic relations between
the United States and Latin America.

The Grace organization has deep roots in Latin America, since it
was founded there 103 years ago. Yet, at the same time we have our
headquarters and many of our operations in the United States. We
feel, therefore, that we are in an unusually advantageous position to
appreciate the problems involved on both sides of this issue. It is
for this reason that I requested your indulgence to appear before your
committee and testify on this bill. I should like to make clear at the
outset that W. R. Grace & Co. does not have any lead or zinc interests
in Latin America. By this I mean, sir, that we do not own any mines
producing lead or zinc in Latin America.

Four years ago I appeared before another committee of Congress
on a similar proposal to increase the tariff on imports of lead and zinc.
I maintainec{) then, as I do now, that such a tariff would be harmful
and shortsighted and that the ill effects that would result from it
would far outweigh any immediate advantages that might be gained
from it. Fortunately, at that time the tariff increase proposal was not
approved by Congress. :

In the meantime, nothing has happened to change our view that this
type of action would have a damaging effect upon United States trade
with Latin America and cause serious economic problems among sev-
eral Republics which are some of our best customers in this hemisphere.
Furthermore, they are our friends. They would consider any action
of this sort as directly contrary to the many public expressions of
friendship which our Nation is constantly extending toward them.

The Latin American countries as a whole are anxiously watching
what we do on this bill. In their minds, passage of this bill would
be an indication that the United States advocates friendly trade when
it is convenient to do so and abandons this practice for short-term
advantages. Latin American governments and businessmen also
reason that if the United States increases the tariff on lead and zinc
when it is to its particular advantage to do so, then our country
might well take similar action on other raw materials which Latin
America supplies to us. ‘

This tarifl increase, as you gentlemen know, is of immediate and
crv-ial importance, primarily to Mexico and Peru and to a lesser
extent to some of the other Latin American nations. I cannot empha-
size too strongly the serious effects which this bill would cause on the
economies of these countries and on their attitudes and future actions
toward us.

In the case of Peru total exports of lead and zinc to the United
States amounted to $28 million in 1956. Mexican exports of the
2 metals to the United States in 1936 amounted to $93 million. These
export trades would be seriously jeopardized by the proposed legisla-
tion, and the gravity of the situation can be realized from a recent
estimate by the National Mining Association of Mexico that the pro-
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osed tariff increase might result in Mexico’s lead and zinc production

ecoming paralyzed. The Peruvian National Mining Society has
estimated that the pro?osed legislation would result in a decrease in
that country’s total dollar exports of $20 million. That, incidentally,
represents about one-twentieth of their total dollar exchange receipts.
The effect on the economy of each country would be severe.

I am well aware of the fact that some of our domestic producers
are in a difficult position. But I do believe that this bill which would
increase tariffs on lead and zine imports is not the best way to resolve
the difficulty. The bill would assist our domestic producers tem-
porarily, but it would seriously harm Latin American producers.
While resolving one problem, it would create a host of others.

Since the Latin American countries are essential suppliers of stra-
tegic raw materials to the United States, it would not be wise to base
our policies on a hemispheric industrywide basis?

This would seem to be advisable not only in times of emergency, but
also in times of peace.

Asitis important to us to maintain our domestic production healthy
and strong, so, too, is it vital to us that we maintain the lead and zinc
industries of the Latin American countries in an equally healthy posi-
tion. We all know that our domestic supply is not sufficient to meet
our domestic consumptienréven in péacetime and in time of emergency
we would have gir‘even greater need for~l.atin American imports
which, as duripg the last war, would be readily available to the United
States, proyided, of course, that the mines were maintained in good

N

working order. . { ~e \

In 05121' words, I believe that we have reached the point in our
relations with the-Tatin American countries where, for reasons of
our o¥n nationgl interest, security, and for hemispheric solidarity,
we must consider not only.-cur own welfaré, but that of our Latin
American neighbors on whoin=we dépend ifi times of pea¢e and war.

These hearings whicli Afe bking held here today and wny action
whi¢h Congress-might/talte within the fiext few weeks will be anx-
iously studied by onr Latin.Afmerjean fri¢nds in advance of the forth-
coming InteriAmericAn Conference of Finanéé Ministers in Buenos
Aires, Argentina, next month, ' ‘The Latin Americans will interpret
congressional action-on ‘this bill as 41 ifdication of the earnestness
and sincerity of the oft-proclaimed fﬁser-traﬂéx olicies gdvanced by
the United gtates, which presumably Wwill again’be advocated by our
delegation at this very. important conference<” The mere fact that a
proposakis pending(in Congress to intreasé tariffs on' lead and zinc
already teénds to weakem the hand of the-American delegation at this
conference. ’ : d

Mr, Chairman, I am attempting to call your atfention to the serious
consequences ofnihi bill, not only upon the-T.atin American nations
directly involved, butniso psychologically upon the Latin American
nations as a whole. There is no doubt that Peru, Mexico, and other
Latin American countries would suffer severe economic hardships as
a result of this proposed legislation. We would be doing ourselves
damage throughout the entire Latin American area and encouraging
reciprocal tariff action on some American exports by the Latin
Americans.

96G139--57——12
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The proposed means are, in my opinion, nothing less than an attempt
to exclude a large portion of Latin American imports of lead and zine
at current price levels.

I am not pretending to suggest to you gentlemen or to the experts
the remedies which might be adopted for the purpose of solvin% the
problems of the domestic producers, but I do believe that the form
of remedy indicated in S. 2376 would be harmful to our national in-
terests in Latin America and that the problem should be remedied
through some other means.

I wish to thank you, Mr. Chairman, and members of the committee
for your kind attention and for the opportunity to present these views.

The CrairmaN. Thank you very much, Mr. Stebbins. Are there
ang questions?

enator BENNeTT. Mr. Chairman, I would like to ask Mr. Stebbins
a question or two.

Mr. Stebbins, you refer to this bill as a bill to increase tariffs on lead
and zinc. You were in the room most of yesterday, I presume, and
I assume you have read the bill.

Mr. SteBBINS. Yes, sir.

Senator BENNETT. So is it fair to say this is not a bill to put a flat
increase on tariffs on lead and zinc, but rather a bill to provide a flexi-
ble excise tax, so that under some circumstances there would be no
increase, there would be no tariff, and under other circumstances there
would be a tax?

Mr. SteBBINS. You are perfectly correct, sir, and I did not express
it as clearly as I should have.

Senator BENNETT. Your statement also implies, as did the state-
ment of Mr. Goodwin yesterday, that the effect of this bill would be
to exclude, to prevent, to stop our exports of lead and zinc from Peru,
to use the example both of you have used, to the United States, esti-
mated at $20 million a year. I cannot see anything in this bill that
excludes exports. This bill simply provides that at various price
levels those exports must pay an excise tax. It is not a quota bill,
It does not specifically forbid the miners of Peru to ship lead and
zinc into the United States. And I am puzzled as to why and how you
arrived at the assumption that this is going to exclude exports.

Mr. SteBrins. The mining organizations in Peru and l\!I)exico have
arrived at that conclusion. And I think what they mean is that
the entry of their minerals:would be considerably reduced. I think
that is what they mean by exclusion.

Senator BENNETT. Well, now, today the price of zinc is 10 cents.
Has that reduced their exports to the United States?

Mr. SteBins. Well, the price of 10 cents has only been prevalent,
I believe, a few weeks, and I don’t know, frankly, what the figures
are as of today. I do not know what the effect has been since this
10-cent price.

Senator BENNETT. If I remember the testimony yesterday, it was
to the effect that the lowest possible realization in a foreign country
under this bill would be something like 10 cents. The bill would not
actually, as T understand it, reduce the net income to the Latin Ameri-
can or other foreign producers effectively below the current market,
but it would have the effect of raising the income for the domestic
producer somewhere in the neighborhood of 1414 cents on zine.
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Now, it seems to me that if the Latin American producers are con-
tent to ship into this market at 10 cents, their argument that this bill
excludes them kind of falls on its face.

Mr. Stessins, Well, sir, I am sure they are not content with ship-
ing at 10 cents, in the first place. But, as I said, they calculate that
y adding 4 cents, or whatever it is, to get their minerals into the

United States is going to have the effect of reducing the consump-
tion of their minerals in the United States.

Senator BENNETT. Well, the present market price of 10 cents reflects
the world price.

Mr. SteEBBINS. Yes, sir.

Senator BENNETT. And, to the extent that there is overproduction,
the producers in Peru and Mexico have contributed to that.

r. STEBBINS. Yes, Sir.

Senator BENNErT. And there has been no evidence that there is any
attempt on their part to reduce their production, to see the world
pricerise.

Mr. SteBBINS. Yes, sir; there is already evidence of that. One of
the important mines, called Vulean, in Peru was obliged to close its
doors last week and let 700 men go.

Senator BENNETT. Well, then, what they want is—they would like
to see the price in the United States rise, but not high enough to bring
domestic production or Eut domestic production on a sound basis.

Mr. SteBBINS. I thin the% would like to feel that, if there were
going to be any victims, everybody in the hemisphere is going to suffer
proportionately ; in other words, that they should not be picked upon
in order to protect the United States.

Senator BEnNETT. Of course, when you talk about protection and
comparisons, you have to find a day from which to begin. And it
would seem to me, from the record yesterday—and I do not have the
figures before me—that the domestic production has been constantly

oing down, while the sales of foreign producers in the United States

ave been constantly going up. And what we are interested in—and
I come from a State that has an important lead-zinc industry—is try-
ing to create a situation in which that previous balance can more or
less be restored.

So I would think it is fair to say that, if they are interested in see-
ing everybody share the hardship, they should be interested, or will-
ing, to see the domestic producers recover what was their traditional
share of their own market and be freed from some of the hardship
that has been created over the last little while.

I do not want to belabor this point, Mr. Chairman, but I think there
are two things we should realize. First, that this bill is not a quota
bill and it does not effectively shut anybody out; and, secondly, that
apparently the producers in other countries are able, if not very happy,
to supply lead and zinc to the United States at prices at which our
domestic industry cannot operate.

Mr. SteseiNs, Sir, I think that some of them may be able to, cven
if they take a loss, because they may be sufficiently well backed up
financially. But some of them cannot. As I said a short time ago,
one important mine in Peru has just had to close.

Senator BeN~ETT. Well, now, if there were no such legislation, what
would you suggest to the Congress should be done in order to raise the
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domestic price for the benelit of the domestic producers, as well as for
the benelit of the foreign producers, since you indicated that they must
have some additional price help in the American market as well,
What alternative is there !

Mr, Stessins, 1 don't feel gualified to make any suggestions as to
how to remedy the problem of a certnin number of smaller mining
companies in the United States and in Latin Ameviea,  And 1 am
fraunk to tell you, «:v, that T believe that the situation will take care of
itself after, perhaps, a relatively brief period of sutlering all around,
beeause the very fact that mines are going to have to close down, even
temporarily, is going to reduce the tonnage produced both in the United
States and in Latin America, and, presumably, the large mining com-
panies, which ave the producers of the larger quantities, are also going
to cut back, presumably, just like the automobile companies do in the
United States when the public refuses to buy their automobiles in
sufliciently large number.

Senator Bexserr. Well, except for the support provided by the
stockpiling program for a couple of years, it is a pretty good jruess
that this 10-cent price would have been in existence 2 or 3 years apo,
and, from that voint of view, the world production of zine has been
going ahead in spite of this situation, indieating that there apparently
are some producers that can do very well at this present price.

Muv. Stensiys, This present price has not been in effect for very long,
sir, has it?

Senator Bexzwrr. Well, the price was even lower than this before
the stockpiling began, as T remember it.  So that this is just a return
to the situation that was temporarily alleviated by the stockpiling pro-
aram, or at least it might be so interpreted.

Mr. StesBiNs. Yes, sir,

Senator Bexxerr. 1 have no other questions.

Senator Fraxpers. 1 would like to ask a question or two, Mr. Steb-
bins. You have given figures for the import of lead and zine from
Peru and Mexico. Is that metal primarily from lead and zine mines,
or obtained as a byproduet from copper mines and similar other opera-
tions ¢

Mr. Stesnins, T think it is a mixture of the two. I believe that the
next witness can answer that question more accurately than I ean,
because he is technical man. But I believe, for instance, that, in
the case of Peru, lead and zine emanates from the Cerro de Pasco Cop-
per Corp. and from a fairly large number of independent. smail min-
ing companies. Just what percentage is from Cerro, 1 am not sure,
but it may be that the next witness could answer that.

Senator Fraxpers. It would seem as though, in cases where the lead
and zine are byproducts, the etfect would be less severe than where
they ave derived from specific lead and zine ores,

My, Stepins, That might be, sir.  But 1 believe that these tigures
have taken that into account.

Senator Fraxpers. Now, one other question. This mine which you
said had closed down in Peru, I believe, would he, 1 suppose, a high-
cost mine. That is, you would expect the high-cost mines to close
down first, would vou not ¢

Mr. Stessins. I would think so. I frankly do not know the cost
of producing lead and zine, either in the small mines or in Cerro de
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Pasco, or in the American Smelting & Refining Co., in Mexico, but I
think your assumption is correct.

Senator Franners. And you would be sure that this was not a
measure—certainly, it could not be used as a measure by one mine
alone to restrict supply and bring the price back.

Mpr. Syresnins, (;)h, no, sir.

Senator Fraxpers, It would have to be more widespread than
that.

Myr. Stessins, That is right.  As an example, the Peruvian Gov-
ernment. is trying to help the small miners all it can in the sense that
it removed the export tax recently, temporarily, to help them out.
But, in spite of that, they could not continue, and they decided they
would have to close their doors.

Senator Franpbers., Are there other questions?

Senator Maro~Ne. I have read your statement. Mr. Stebbins is your
name, representing W. R, Grace & Co.?

Mr. StespINs. Yes, sir.

Senator MarLoxt. Well, T am sure, Mr. Stebbins, that your heart
is in your work, You represent a very well-run operation, the Grace
Co. T am more or less familiar with it. I have been in all the na-
tions of South America, and your company is very active there, and
I think you have done much toward the development of the coun-
tries. You deserve a lot of credit for it. Now, we have come to a
situation in the United States where it is necessary to be for our
country as well as the nations of South America—at least equally so.
You said, of course, they would be very disappointed if we changed
the State Department policy of the division of our markets with
them. But, no doubt, the Grace Co. has made a bad business deal
now and then where they found it necessary to change their policy,
has it not ¢

Mr. S1esBiNs. Yes, sir.

Senator MaroNe. And I think the United States was drawn into
the worst business deal possible when the Congress transferred its
constitutional responsibility to regulate foreign trade under national
economy, through the adjustment of tariffs or the duties to the execu-
tive with authority to locate that responsibility in Geneva, Switzer-
land, under 34 competitive foreign nations. They are now continual-
ly lowering our duties or tarifls through multilateral trade agreements
without regard to the difference in wages or cost of doing business.
It is not a question of keeping anything out of the country through
duties or tariffs. It is a question of a(Tjusting the duty so that our
workingmen compete with the foreign cheap labor on an cqual basis,
Iave you ever heard that story?

Mr. SteBBINS. Yes, sir.

Senator MaroNk. Then I think you will find that that is all any-
body is advocating here; just adjust the taritt or duty on the basis
of fair and reasona%le competition,

Yousay in your statement that Peru might find it necessary to charge
tariffs on imports of American goods if we give our American work-
ingmen and investors an even break in American markets. Could
I ask you if you know whether or not they already have tariffs, duties,
and other restrictions on the American goods oftered for import into
that country?
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Mr. Stespins. I am sure they do. I cannot recite to you the dif-
ferent tarifls that they have, but I am sure they have, sir. And I
think that, however, the purpose of their tariffs on, for instance,
automobiles, is to prevent too much dollar exchange from leaving the
country for what they might consider luxuries or nonessentials, be-
cause their dollar availability is very limited, and they need it for
more useful things,

Senator MarLoNe. Yes; I understand that. I was in Peru in 1954.
I even took the car and drove over the Andes, 16,000 feet elevation,
into your mining districts there, and they are doing very well. 1
found some American mining engineers there; even one 1 had gone
to the University of Nevada with. He had married a Peruvian girl
and is raising a family and was very happy. They have very good
metal mines in Peru. Now, however, we are talking about flexible
tariffs to give our own American people an even break in American
markets. I read some material into the record yesterday on Peruvian
tariffs, but I think for your information I ought to read it again.

From Senate Document 83, 84th Congress:

Although the Peruvian tariff system is primarily designed for revenue, there
is constant pressure for an increased rote for protection purposes. In any
number of instances, new rates have been virtually prohibitive. A considerable
number of increased rate proposals are on file with the Tariff Advisory Board.

Most tariff rates are on an ad valorem basis and are collected in national cur-
rency. An ad valorem surtax based upon import values is also assessed-—

this isin addition to your regular tariffs—

and the rates range from 8§ to 23% percent. There is an additional tax of
1 percent ad valorem on GATT—

General Agreement on Tariffs and Trade—
items— )

That is the organization that regulates our foreign trade in Geneva,
with 34 competitive foreign nations operating this mechanism called
GATT, through multilateral trade agreements, and Secretary Dulles
testified that the 1934 Trade Agreements Act as extended authorizes
that action. You have heard of that ?

Mr. SteBRINS. Yes, sir.

Senator MaLoNE (continuing) :
and with certain exceptionsg, maritime freight tax of 2 percent of ocean freight
charges, some items are aiso subject to sales tax.

Then it goes on to explain that they formerly had a deal with
the United Kingdom and with us, with bilateral trade agreements,
but. since GATT (General Agreement on Tariffs and Trade) was
instituted, that has been dispensed with.

In Peru there is no reason at all for a tariff or a differential because
their wage-living standards are so much lower than ours that such a
tariff cannot be for the purpose of evening the living standards, which
is the only reason why we ever use the tariff. Since with American
capital—and I visited several of the mines in Chile, and even this
new copper mine that they were just diamond drilling then up in
southern Peru, near the Chilean boundary—the cost of production is
so much lower than in America that there is no comparison.

Mr. StesBins. Toquepala.
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Senator Marone, Yes. The testimony yesterday showed, and my
exvamination—only a cursory examination, en what could be seen
there—that it might develop into one of the largest copper deposits
in the world.

Mr. SteBBIN. Yes, sir.

Senator MaronNe. And our own people, Phelps-Dodge, are inter-
ested, and that is one of the finest companies I know. As a matter
of fact, Anaconda and Kennecott are very fine, well-operated com-

anies. The companies are to be commended—they are only follow-
ing the State Department policy.
ut it is & matter of employment in this country now. Unemploy-
ment has started in this country, through the destruction of the indus-
tries, through the competition of the low-wage labor nations.

We are living on a war economy.

So, all we ask, then—and I would ask you if you thought that was
unreasonable—is to let our Tariff Commission adjust the tariff or
duty—which the Constitution provides in article I, section 8—to
make the difference between the effective labor cost and the cost of
doing business here, including our taxes, and in the chief competing
nation on each product. It does not keep any product out, but gives
our people an even break in the competition in the markets in the
United States.

Now, do you believe that to be unreasonable?

Mr. SteBIns. I have indicated in my statement here, sir, that I
think that it is wiser, viewing the overall interests of the United
States, in my opinion, to keep the Western Hemisphere countries in
mind in connection with whatever policies are adopted, because I think
that, whether we like it or not, the fate of the Western Hemisphere is
pretty well bound up together. .

As T indicated in my testimony, I believe that this particular pro-
posal would work a hardship on one part of the hemisphere, even
though it might temporarily assist another part.

Senator MarLoNE. You apparently believe in what Mr. Dulles testi-
fied before this committee in 1955 is true under the 1934 Trade Agree-
ments Act, as extended, and that is what they are operating under in
Geneva—that even if a certain industry may be depressed or destroyed
in this country, that if the overall interests of the United States, inter-
national interests of the United States, is believed by the State Depart-
ment—the executive, to be benefited, then it is worth the sacrifice.
Is that the policy you would like to see us adhere to?

Mr. Stepbins. I believe that, in everything in life, that which bene-
fits the whole sometimes causes suffering to a part. And I am not
attempting to suggest how to remedy the ills of a part that might
suffer. There probably are a number of different ways to remedy it.
My personal belief, as I said before you came into the room, sir——

Senator MavoxE. I read it.

Mr. SteBBiNs. Olh, you read it. All right.

Senator MaLoxe. Now, your personal belief is that you should
divide the markets of this Nation with the other nations for the pur-
poses of our overall benefit.

Mr. StenBINs. My personal belief is that. we should try to maintain
the economic prosperity of the hemisphere to the maximum extent
possible because T believe that any lack of employment in one area is
going to cause repercussion in the other.
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Senator MaronNe. That is probably true. Now, you would do that
at the expense of any certain areas in the United States, whether that
happened to be textiles or minerals or machine tools, or whatever it is.

Mr. Stessins, I would try to analyze each particular group, ac-
cording to its own merits. 1 don’t like to make a sweeping statement.

Senator MaroNe, Well, take lead and zine. Do you believe it is
worth shutting down the lead and zinc industry in this country—
that the overall friendships and benefit to the United States would
be worth it in the long run?

Mvr. Stesnins. 1 believe, sir, that it is to the national interests to
maintain the lead and zine production in the United States to the
greatest, extent. reasonable and possible.  But T ain no judge as to what
mines should be reduced or what mines should be eliminated, if any.
I am no judge on that except that if—let us assume that no mines n
the United States should be allowed to suffer; then I think we should
find some other way of helping them,

Senator MarnoNe. Well, we found a good many ways. We just ap-
propriate the taxpayers’ money and throw it around the world like
drunken sailors. I guess we might as well include the rest of it.  And,
as a matter of fact, if you ave going to do it at all, I would be in favor
of doing most of it in South America,

Now, as a matter of fact, our commitee, Interior and Insular Affanrs
Committee—and Senator Anderson is here, a member of that com-
mittee—has turned out two reports on the Western Iemisphere. You
probably have seen those reports, haven’t you?

Mr, Stessins. I have not read them carefully, frankly.

Senator Maroxt. Well, one of them is Senate Document No. 83 of
the 84th Congress. The other one is Senate Report 1627 of the 83d
Cougress. Now, no one can read those two reports, or even refer to
them, without knowing that the Interior and Insular Affairs Com-
mittee is very much convinced that the Western Hemisphere must be a
unit, that the Western Ilermisphere ean be defended, that the Western
Hemisphere can be made self-suflicient in everything we need for war
or peace. They are outstanding reports. And they are well docu-
mented, founded on facts. 1t took 4 or 5 years to make these reports.

The question arises as to how to increase the standard of living in
other countries. That is our objective, we say. So whether to simply
lower the duties or excise taxes or tariffs, as we call them, below t{:at

yoint of equaling the labor and the cost of doing business here and in

}Peru, if it 15 the chief competing nation on any particular product, and
start right with them—that is, let our men become unemployed and
move to other areas—or whether it would be better to have that ad-
justed duty, always just making the difference and having equal com-
petition, fair and reasonable competition, but no advantage—do you
understand what 1 am talking about?

Mr. Stessins, Welly I am not quite sure I do.

Senator MaroNe. Well, I want you to be sure and understand it.

Mr. Stessins, 1 feel, siv, that Iam not going to attempt to compare
the exact wages and salarvies in Latin Ameriea—it is very compli-
cated

Senator Maroxe. T am not asking you to do it.  But is that the
policy—what do you think of the policy, if comeone could do it,
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My, Stennins. I believe that there should be free competition, and
that if certain minerals in certain parts of the world have higher
grades than minerals in other parts and have certain—

Senator Matoxe. Iave cheap labor,

M. Steesins. Welly cheaper labor in a sense—although I believe
that the record shows that labor in most of South America is not
cheaper.

Senator MaronNe, No, it does not show that. But then you can
believe that if you want to—I will debate it with you anyplace you
choose.  We do not have time here. 'The miners there are good people.
And with our 5, 6, or 7 percent American-trained people that they
take with them when they invest their money—the nations each do just
one certain job, and the first thing you know, they are just as efficient
as an American. 1 was over there and watched them operate.  And
I think a lot of the Peruvian people.

Now, the State Department has suggested a method of doing this,
and that ig for the Congress to appropriate our taxpayers’ money, and
when a mine is dried up or a textile plant or any other industry in the
United States shuts down as a result. of this overall beneficial medicine
that we are tuking of free trade, then the money would be used to train
these workingmen in a different job and pay their fare to another area,
and also to compensate the stockholders of a destroyed industry to a
certain extent.

Now, that is the same method they use in Russia, except they don’t
pay them—they just move them. I spent 214 months behind that
Curtain in 1955 and watched that operation, and it worked pretty
good. But you have to have full control.

Now, Peru is not an exception. KEvery nation in the world protects
its investors and workingmen but this Nation, once they are in
business.

Mr. Stessins. On the manufactured products, particularly.

Senator Marone. On everything that they themselves produce.
And that is all we have protection on. In other words, 60 percent
of our imports have never had a tariff or a duty because we were not
commercially producing the product. Peru is the same way, only
they have kept it up and we have not.  We have changed the tide,
and now it is running out on us. But Peru and all the nations of
South America are very conscious of their workingmen. So you will
find these tariffs are protecting the workingmen and investors in every-
thing they themselves produce.

Mpr. Stessins. Just like we did in our early history, I believe. We
had to do it then.

Senator MaroNe. And we have to do it now, for your information,
if we are going to survive. Now, we are $280 billion or $290 billion
in debt. Thirty-four competitive foreign nations are runaing our
trade and national economy in Geneva. And while it may sound
all right to you,if you do not investigate it, but I am sure you are going
to be very interested in it once you start to study it.

But 1 am interested in your statement, just like Secretary Dulles,
that if it results in the destruction of an industry or depressing an in-
dustry in his country, that we ought to then compensate these men,
train them in another job, move them to a different area. and com-
pensate the stockholders and let it go at that.
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Mr. Stessins. I don’t know that I go that far, but I think it is a
question of degree. Now, I would ﬁke to give you an example,
Senator.

Senator Maroxe. I would like you to.

Mr. Stessing. T heard you and several other gentlemen yesterday
mention the word “tungsten.”

Senator MALoNE. Yes.

Mr. STesBins, We happen to own a tungsten mine in Bolivia. The
rice of tungsten has gone down now to $15 a unit, which is considered

elow the cost of production.

Senator MaLo~Ne. Even in Bolivia,

Mr. Stessins. Even in Bolivia.

Senator Maro~Ng. That is pretty low.

Mr. StesBins. Yes, sir.

NSenator Marone. T was in Bolivia and went into the mines.

Mr. Stesnins. And worse than that, you cannot even sell the
tungsten even at $15. So we are confronted, this morning, with the
alternative of closing the mine, of reducing the number of men
radically and cutting back the production, or some other alternative.
And at the present time we are discussing with the President of
Bolivia, who is offering us some cooperation, I will say, the possibility
of reducing the number of men from 1,000 to 300 and cutting back our
production by more than half. And T must admit to you that the
American pomnt 4 program is trying to help the Bolivian Government
relocate those men who are going to be dropped from the payroll
through aiding them in their agricultural techniques, and with the
help of the Bolivian Government will apportion certain lands for
them.

I admit to you that I consider that constructive help in this plight.

Senator Marone. Did you ever take a trip out through the mesas
there and visit with the Indians and the natives that are out there sit-
ting around herding 5 or 6 sheep or goats and that is their entire
living ?

Mr. Sterrins. That is right.

Senator MaronNe. Your heart will go out to them.

Mr. Stessins. That is right.

Senator MaLoNe. And a lot of South America is like that.

Mr. StessiNs. That is right.

Senator Maroxe. I took a trip throughout Bolivia and went into
the tin mines. We were talking about doing away with the only tin
sinelters in the Western Hemisphere so we wonld be dependent on
Ingland for the fine tin and it would have to cross the ocean twice.
The best ore in the Bolivian mines would go direct to Iingland to be
vefined and come back. They cannot eross the ocean at all in case of
war.

Now, to get into this Bolivian thing, my heart goes out to Bolivia,
They are doing the best they know how. In Bolivia alone T want to
tell you—I know yon know it—when I was there in 1954 there was
a rule there or a law, whichever it is— very etfective--that if you get
a dollar of Amertean money in your hands and if yon are o trader,
within 30 or 60 days you must turn that in to the central bank and
they give you at that time—they change in value from time to time—
500 bolivianos. Do you remember?

Mr. StesBiNs. Yes, sir.
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Senator Marone. And on the street a dollar was worth 1,700 bolivi-
anos. 8o they really gave you about 30 cents back.  You are familiar
with that?

My, SresBiNs. Yes, sir.

Senator MarLoNg. Now, our talk then and our idea—I had better
confine it to my idea; I do not know how many approve of it. But
if we do away with this at Geneva by not extending this thing next
vear, this goes back to the Tariff Commission, and they can compensate
for that sort of thing, Ivery foreign nation in the world except two
1 think—TI do not think Canada does it, and 1 think Venezuela tem-
porarily got off it because they ave pretty prosperous now by shipping
m the oil here.  They manipulate the price of their currency in terms
of the dollar for trade advantage.  So if you set a tariff point or any-
thing like it, all they need to do is juggle that curreney and raise 1t,
or lower the peril point.

So the only way we have of trading even with them—is by giving
them equal access to onr markets—is to have some organization like
our Tarifl Commission who know how to do that and then have Con-
grress give them the authority todoit.  And I know you are an Ameri-
can. Where do you live?

Mr, Srtessins, In New York, sir,

Senator Marone. Well, the canyons are pretty deep over there——

Mr. Stenuins. Yes, sir.

Senator Maroxe, For a mountain man.  But there is tremendous
husiness in New York,  And, of course, what they did there is, they
built. those oftice buildings so high, they can see these foreign coun-
tries easier than they can those little States west of the ITudson River.,

Mr. StessiNs, Noj we see them both,

Senator Maroxe. And what you do over there, the brokers take a
10-perceent override no matter which way it goes through the port, so
they are not particularly interested in the zine miner in, say, Montana.

But I just want to ask you one more question, and that is just for
the record so we know what you are for.  You ave for this 1934 trade
agreements method of free trade.  In Geneva they ave still lowering
the tariffs here, 5 percent a year, according to the law that we passed
i Congress. ' We have no kick coming at all. - Congress is responsible.
So when they make these multilateral agreements—and I understand
a set of them are due in October—-then we continually lower our duties
or tavifts which are alveady below making up the difference between
any wages like onr 517 a day here and your $0.25, or whatever it is,
over there,  Sothat there is no relationship whatever between the cost
of operation here and tie cost over there where they do not pay Ameri-
can taxes and where they do not pay American wages,

Now, you are for that theory just as Seeretary Dulles is and as his
predecessor was, on the theory that yon can sacrifice or depress any
or all industries in this country but it they consider—and they them-
selves judge-—what it is, an overall benefit {o the United States over
the long run, then they can go ahead and do it without regard to
Congress or anything else unless Congress takes action.

Now, yonagree with that?

Mr. Stessins, 1 think there is a happy medium in all things here.

Senator Marove. Tell meabout the happy medium.
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Mr, Steseins, Well, I think you have to have a little on both sides.
I still believe that—I would like to repeat that I do not like to see
any United States industry go under, even a very small- and high-cost
producer. As I said before, I would like to see, if in the ju(i’gment
of the Congress and of the people and of the wise people—

Senator Marone. Wise?

Mr. StessINs. We should take certain steps

Senator Marone. Wise? Did you use that word?

Mr. SaeBsins. Yes, sir.

Senator MaroNe. Thank you.

Mr. StepBINs. We should take certain steps, and T think we should—
I want to make it very clear I do not like the idea of any industry
that is worth while and that is for the good of the country to go under.

Senator MaLoNE. Now, some words have been bandied about in the
United States for 24 years. One is “high-cost industry.” One is a
“marginal industry.” Another is a “subsidy.” I want to clear that
up while I am witﬁ you because I think you are a very capable busi-
nessman, and you are with a fine outfit, and they do not miss many
bets. They know how to deal with these people over there. They
really do,and I envy them.

Something has been said about a subsidy, and I want to explain to
you what I think a subsidy might be. It is not a subsidy when you
have a tariff or a set price on a product in this country that only makes
a difference between the Iabor cost, effective labor cost, and the cost of
doing business, including taxes here, as compared to the most com-
petitive country in that particular product. 'That simply means you
are for the wages here and the standard of living.

Now, if you have to go above that you need more than that differ-
ence. Then I would call it a subsidy.

Now, would you call it a subsidy when you only make the difference
in the labor cost?

Mr. StesBins. I would call it some kind of a subsidy; yes, sir.

Senator Maroxe. Well, that is all I needed from you.

Now, what you are for, then, is low wages? In other words, you
cannot say that you are for the kind of wages we pay in this country
and the kind of a living standard we have developed and say you are
for the competitive low-cost labor to come in and take their place.
I mean you just cannot be on both sides.

Mr, Stespins. No, sir. I must tell you that in spite of the fact
that the actual wage may be lower than that in America, the standard
of living in all of the Latin American countries is going nup at a
remarkable speed. And I believe that we Americans have had a great
deal to do to bring that about. And it is not stopping. And the
wage increases—I do not want to go into any figures because T do not
want to—I do not have them in front of me. But there are constant
wage increases, and they are just beginning, because the labor is
getting organized, well organized, in Latin America.

Senator Maroxe. That is good.

Mr. Stespins, T am in favor of it as long as it is properly handled.

Senator MaroxE. That is right.

Mr. Stesrins. I am in favor of a higher standard of living in the
United States and in Latin Ameriea.

. L]
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Senator Marone. All right. Then let me just ask you another
question. I like to pinpoint these things because when you get away
and read the record you might not understand it.

Then suppose our duty or tarift just represented the difference in
the effective wages. YWhat we mean by that is if they are not quite
as efficient as we are the Tariff Commission knows how to handle
that. But just the difference in the effective wages and the cost of
doing business including the taxes in this country and in Peru on
anything that they are the chief competing nation on. And every
time they raise their standard of living, as it rises, that tariff goes
down. It just equalizes it. When they are living about like us,
automatically free trade.

Now, why would that not be a good, neighborly gesture?

Mr. StesBins. I just donot think it is.

Senator MaLoxNe. Well, you just do not think it would give them
any advantage; do you?

Mr. StesBIN:. Yes, sir. I believe really that, after all, a manu-
facturer, an industrialist, has the obligation as well as the privilege
of trying to produce in the most eflicient and economical manner pos-
sible, and by “economical” I mean merely eflicient, because I do not
mean that by holding people down or anything of that sort. There-
fore, I think that to penalize him for being able perhaps or having
certain advantages that God has given or created temporarily or
permanently—he should not be penalized.

Senator MaronNe. Now, whom would you be penalizing if you had
atariff like that or duty ¢

Mr. Stespins. In my opinion you would be penalizing the ILatin
American producer.

Senator Maronk. Because he had found this cheap labor and until
he raised that standard of living he would have an advantage on just
a free interchange?

Mpyr. StesBiNs. That—the advantage is very debatable. I know that
the next witness will be able to

Senator Maroxk. I will be very happy to meet this next witness,
whoever he is, but I want to finish with you right quick. All I want
you to tell me is that you are not in favor of a duty or a tariff that
would continually make it even or just make up the ditference, and
it would be lowered as they raised their standard of living. They
have an equal access to our markets and no advantage, and you arve
not for that ?
er. SteBBINS. I do not think it is right. I do not think it is prac-
tical.

Senator Marone. Well, now, why would it not be practical?

Mr. SteeBins. I do not think it 1s fair.

Senator MaroNE. You do not think it is fair to the Nation—-

Mr. StesBins, Nor do I think it is businesslike.

Senator MaroNe. Well, you just do not think it is businesslike not
to let, American capital that goes into a lower cost nation, lower living
standard nation, and invests your money—you do not think is fair to
him not to let him bring the stuff in without a tariff ?

Mr. StessINs. An American capitalist takes all kinds of risks, as
you know, Senator, and if he has some little advantage—and I am not
sure he has, but if he has—I think he ought to be entitled to it.
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Senator Marone. In other words, he should——

My, Stesrins. For the risks.

Senator Marong (continuing). Be able to find the cheapest labor
in the world and bring it in here? Ile takes risk there so he must be
able to bring stufl’ in without any evener ot the labor or living stand-
ard at all?  And vou are for that?

Mr. SterriNs. T amnot in favor of this particular formula, sir.

Senator Maroxi. Well, neither am 1, but I am for it for one reason.
I am staying with this Secretary of the Interior for the very reason
that he is the first man in 24 years who has broken through the sound
barrier at the White House and had an acknowledgement that it is
necessary to have a tariff or a fixed price to make np the difference in
the labor cost. That is the reason I mm supporting it. It will not
work, as a matter of fact.

Mr. Stespins. I agree with you. I donot think it will.

Senator Marone. You do not say that. You say you are against
that evener. You are going beyond that.

Mr. StesBiNs. No; 1 agree with you. I do not think it will work.
because there will be a danger they will pile up certain quantities wien
the price is very low and then ship it heavily——

Senator MaroNe. No; that is not the danger. The danger is your
industries are shut down. They are shut now.

Mr. Stessins. That is right.

Senator MaroNe. Then one more question. And I certainly do not
want to prolong this.  You are not even for a duty on a business basis,
on a basis of flexibility, so that every day if necessary it could be
lowered or raised to make that diffierence just so they are given equal
access to our market but no advantage? You are not vor anything
that will work?

Mpr. Stessins. I think the thing that will work best is to let nature
take its course, and——

Senator MaroNe. Ifree trade and just let everybody do the best
hecean?

Mr. Stessins. Iave to take—

senator Marong. Mr. Chairian, that is all.

Senator ANpErsoN. Mr. Stebbins, on the last page, page 5, -°
statement, toward the very end, you say :

I do believe that the form of remedy indicated in 8. 2376 would be harmtul
to owr national interests in Latin America and that the problem shonld be
remedied through some other means,

I have been through a hundred suggestions of other means. Will
you indicate the practical means that you think the Congress would
pass and the President would sign ¢

Mr. Stessins. No, sirv. I stated to Senator Malone that I do not
feel qualified, not being in the mining business, to suggest a remedy.

Senator ANpersoN. Well, but you have come in saying, *This is no
@ood. Use some other means.™ You certainly must have something
to suggest, have younot ¢

Mr. Stespins, 1 admit that word as to *other mears” may be badly
worded. because I frankly think the best thing would ove to do nothing.

Senator ANpbersoN. Well, that is what 1 thought. fou say that you
just do nothing with it.

Mvr. STEBBINS, Yes.
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Senator Axperson. That is what T understood your last answer
to be.  You do not mean, then, that, you favor some other means that
might be helpful to American industry ¢

My, STERBINS, Not unless some other means can be found which
would be still better,

(For clarification of Mr. Stebbins' views, see his letter of July 26,
1957. on p. 210.)

Senator ANprrsoN. Yes. Now, you say that the proposed tariff
might result in Mexicos lead and zine production becoming para-
Ivzed. If you heard any testimony, yvou probably saw that New
Mexico's lead and zine industry had alveady become paralyzed. 1s
it safe to conclude if there has to he paralysis you want it in New
Mexico and not in old Mexico.

Ar. StesBins. No,sir,

Senator AxpersoN. What would be the fair assumption ?

Mv. Stesnins, 1 have made it very clear that T do not want any
paralysis anywhere,

Senator ANpersoN. I understand that? We were to assume that
it there must be paralysis where would you want it 4 In old Mexico
or New Mexico?

Mr. SresmiNs, 1 donot want it anywhere,

Senator ANpersox. But if there must be parvalysis, where do yon
want it ¢

My, SrespiNs. If there must be 4

Senator ANpERsoN. Yes,

Mr. Stessins. I would say everywhere,

Senator Axpeksox. Well, that is not what yvour stitement says.
Your statement says protect old Mexico and the hell with what’s in
the United States. Is that not right?

Mr. Sressins. No, sir.

Senator ANprrsoN. What does it say? Your statement says that
if we pass this bill that Peru’s exports might drop from 28 million
to 8 million. Do you think that is possible by means of a tarift
mechanism ?

Mr. Stesmins. All I am saying, sir, is what the people who are run-
ning the mining businesses in both countries have stated. I am quot-
mg then.

Senator ANpersoN. Then you are not testifying as to your own
knowledge?

My, Stesnins. T am testifying as to what they state.

Senator .ANpersoN. Are you not here as a witness who knows the
mining business?

Mr. Strpsins. No, sir.

Senator AxprrsoN. What kind of witness are you?

My, Stepnins. I am here as a witness for W. R. Grace & Co. which
has large investments in Latin America, which does not have any
zine and lead.

Nenator AxpersoN. T understand. But they have been doing busi-
ness in Peru for a long, long time in sugar. in everything under the
sun, have they not?

My, SresBiNs. Yes, sir,

Senator A~NpersoN, So they know the industry theve: do they not

Mr. Srespins, They know what affects the economy of the country.
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Senator AxprrsoN. You said the United States Government was
doing a very fine thing in its point 4 program to help Bolivia care for
its unemployment load. 'T'his was said in discussion with Senator
Malone to the effect that in Bolivia employment is going to drop from
1,000 to 300, Employment is going to drop about that much in one
county in New Mexico alone by the shutting of their lead and zinc
operations. Do you know of any point 4 program to help these
miners in the United States?

Mr. StesBiNs. No,sir. I am not familiar with what form of assist-
ance is or will be given.

Senator ANpersoN. Then, why is it so good to take care of somebody
somewhere else and pay no attention at home?

Mr. Stesnins. I am not suggesting that, sir.  All T am saying is
that we should try to have the effect as little harmful to one side as to
the other.

Senator ANDERsON. You subsequently said lack of employment in
one country will mean repercussions in another. Do you recall mak-
ing that statement?

Mr. SteBBiNs. Yes.

Senator ANprErsoN. Now, what reprecussions are going to follow in
Peru because of this unemployment in the mining districts of the
United States?

Mr. SterBins. I believe that if there is any widespread unemploy-
ment. in the United States that the United States will be unable to
purchase or sell as many products as she would if there was employ-
ment, and that has a repercussion all over the world, and particularly
in the Latin American countries.

Senator ANpErsoN. Well, you are greatly worried about what is
going to happen in Mexico. There are those who are somewhat wor-
ried about what is going to happen in the United States.

Mr, StesBins. Yes, siv. I am equally worried, but my particular
function for the moment is to discuss the Western Hemisphere, Latin
America.

Senator ANpkrsoN. I do not find a word in here of sympathy for
the United States for the miners.

Mzr. StepBINS. Yes, sir.

Senator ANDERsON. Show it to me.

My, Stespins. I have got it here somewhere.

Senator ANpErsoN. Your attention was called to it. Mine was not.

Mr. StessiNs, I have stated this: I am well aware of the prob-
Tem

Senator ANpERsON. Where is this?

Mr. Stensins, Page 3, sir.  The last paragraph.

Senator ANDERSON. Yes.

Mr. Stespins. I have merely stated that I am well aware of the
fact that some of our domestic producers are in a difficult position.

Senator AnpkrsoN. Well, you do not regard that as any dripping
sympathy for them, because you start out, “But I do believe we mustn’t
give them any help.” Do you call that a sympathetic approach?

Mr. StessINS. No, sir; I do not say we must not give them any
help.

Senator .ANpERsON. You said we must not pass this bill.  And Sen-
ator Malone and 1 at least know—and I think others know—that in
the Senate Committee on Interior starting in 1949, or so, we have dealt
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with a dozen remedies and we have never been able to get any of them
past the White House and past the State Department, because some-
body always comes in and cries for another part of the world.

This seems to be the only thing on which we have ever had the bless-
ing of the administration, but you find yourself opposed to it.

Mr. StEBBINS. Yes, sir.

Senator ANDERsON. So you certainly would not call that enthu-
siastic help for the Amevican mining industry; would you? This is
the only thing they have ever had a chance to support that any of them
believe in. This is not a partisan issue,

The first time I supported this, Congressman Dick Simpson, of
Pennsylvania, proposed it. This time Senator Watkins is proposing
it. We are trying to do something for American mining.

The only thing I can read into this statement is that you are well
satisfied with your situation in South America and hope it stays that
way. I donot blame you from the standpoint of business, but a section
of the United States is affected. Itis, in part,in my State. We would
like to have a little prosperity too.

Mr. SreBeins. I agree.

Senator AxpersoN. Thank you.

Senator MaLoxE, I would like to ask one more question after every-
body else is (inished.

Senator Kerk. Mr. Stebbins, what is the principal business of
W. R. Grace & Co. ¢

Mr. Steesins, W, R. Grace & Co,, sir, is a very diversified company.
It is in chemicals and many other industries in: [.atin America, chemi-
«als in the United States, and in transportaiion, both in steamship
and airline.

Senator Kerr. To what degree is it in transportation ?

Mr. Stesrins. Well, it owns the Grace Line Steamship Co.

Senator IXurr. Grace?

Mr. StesBins, And it is 50 percent owner of Pan American Grace
Airways, otherwise called Panagra.

Senator ANbprrsoN. It is in the banking business too; is it not?

Mr. Sressins, It is also in the banking business. Thank you, sir,
q .S;enator Krrr. But the Grace line—what kind of shipping do they

(034
Mr. Steprins, What kind of shipping?
"Senator Krrr. Yes. Is it cargo?

Mr, StesniNs. Yes, sir, and passengers too.

Senator Kerr. And passengers?

Mvr. StessiNs. Yes, sir.

Senator Krrr. Can you explain briefly to the committee the law
with reference to maritime shipping by the American merchant ma-
rine in the matter of its competitive position with the merchant
marine of other countries?

Mr. Stessins. Well, the only way that the American merchant
marine is able to survive on the high seas is through this construction
and operating subsidy which it pays to the American steam=hip lines.

Senator Kerr. And tell the committee briefly the elements of that.

Mr. Stesrins, Well, T do not know all the details. Tt is very
technical. But I can say that briefly it is—1I am not dirvectly in the
steamship end of our business.

06139—57——13
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Senator Kerr. You are the executive vice president of Grace & Co.

Mr. StesiNs. That is right; in charge of our South American
business. But in return for the steamship line agreeing not to make
more than 10 percent profits—that is to say, in return for their giv-
ing back to the United States Government half of any profits over
10 percent, the United States Government gives it this subsidy as it
is called, operating and construction differential, I think they call it.

Senator KErr. lf\Iow, if I understand it, that means that if you
operate cargo bottoms—is that what you call them?

Mzr. StesBiNs, Yes, sir.

Senator Kerr. And employ American sailors——

My, StesBINS. Yes, sir.

Senator Kerr. That you get a subsidy from the American Govern-
ment amounting to the difference between, for instance, what a vessel
flying the English flag or the Danish flag—

Mr. Stessins. I think they have a committee of the Maritime Com-
mission which investigates all of the different foreign-flag operations
and arrives at some average comparison.

Senator Kerr. The average of your competitors?

Mzr. StessiNs. Yes, sir; I think that is the way they go about it.

Senator KErr. And the subsidy to you, as I understand it, is the dif-
ferential that you pay American sailors over and above what your
competitors pay them?

Mbr. Stessins. That is right. :

Senator Krrr. Now, that is in the operational phase. Is there
any other element of that subsidy in the operational phase?

Mr. StesBins. No, sir; the other one is the construction.

Senator Kerr. And, now, how does that work?

Mr. Stespins. Well, it is the same thing—that you can construct a
ship in another country much cheaper than you can construct it in
the United States. In order to encourage you to fly the American
flag on your ships, which we do, they make up for that construction
differential. DBut as I indicated, they make you pay for it because
if \Ec were flying a foreign flag we would be able to keep all the

rofits.
P And we have, very frankly, debated in the past year as to whether
or not we should continue to fly the American flag, because in spite of
this aid through subsidy that I am talking about and then the return
of half the profits over 10 percent, we do not always come out as well
as we would under another flag.

But Grace & Co. has been linked to the American flag for a hundred

ears, and if for no other reason than prestige and our place in the

nited States, we feel that we just could not consider flying a foreign
flag, although we have applied for a small route recently to fly the
foreign flag,.

Senator Kerr. What flag?

Mr. StesBiNS. I do not know. I think any foreign flag.

Senator Krrr. What amount of money has Grace & Co. received
from the Federal Government on that differential in construction
cost of its vessels?

Mr. Stessins. I do not have the figures, sir.

Senator Kerr. Do you have any general idea?

Mr. StesBiNs. Noj; I have not, really.. It is—

h
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Senator Krrr. Well, would it be hundreds or thousands—hundreds
of thousands? :

Mr. Stespins. It would run into plenty of money, I am sure, be-
cause we are investing at the present time $167 million in new ships
over the next 15 years., We have a program. And so you can imagine
then—and, furthermore, I should say this, too: The United States
Government insists that we—in return for this subsidy—that we con-
struct our ships according to certain formula which they exact, in
order that these ships might qualify in time of war.

Senator Kerr. Well, does it run into tens of millions of dollars?

Mr. Stessins. Noj;not that high.

Senator Kerr. Ithinkit does.

Mur. StesBins. Ido not know the figures, sir.

Senator Kerr. I was just thinking about this in view of your state-
ment a while ago, in which you said, “I believe in free competition.”

Mr. Stesins. I donot know whether I used that word, but——

Senator Kerr. Well, ask the reporter there.

Senator MaLoNE. Yes; he used it.

Senator Krrr. Yousaid, “I believe in free competition.”

Mr. StTEBBINS. Yes,sir.

Senator Kerr. I just wondered how strongly you believed in it.

Mvr. StesiNs. Well, sir, as I said, in the case of ships, we just simply
would not be able to fly the American flag if we did not get the benefits
that the United States Government chooses to give.

Senator Krrr. I think that what you believe in amounts to an im-
Pression, in my own philosophy, that you are against any combine you

‘ain’t in on.”

Mr. StesBiNs. No, sir; not quite.

Senator Kerr. Now, you own half interest in what foreign airline?

Mr, Stessins. Itisnot a foreign airline; it is American—Pan Amer-
ical. Grace Airlines.

Senator Kerr. Flying to foreign countries ?

Mr. SteBBINS. Yes, sir; Pan American Grace Airways.

Sernator Kerr. Has it received payment from the Government ¢

Mr. SteBBINS. At times it has;at present it is not.

Senator Kerr. At presentitisnot?

Mr. Steesins. No.

Senator IKerr. But at times it has?

Mr, StEBBINS. Yes, sir; as have all the others.

Senator Kerr. And if its operations at present got to a certain level
with reference to breaking even or a loss, it would again ¢

Mr. StespinNs. It might. Forinstance——

Sen@ator Kerr. Well, it has when it has been in that position, has
itnot ?

Mr. StessiNs. Yes, sir; and our greatest aim is to make ourselves
independent of that subsidy. That is what we are sceking all the
time to bring about.

Senator Kerr. Well, I understand that, and I commend you for that.
I was just trying to understand that in the light of your statement
that you believe in free competition.

Mr. Stespins. Well, sir, when you come to transportation, I think
you have got really a very special subject there.
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Senator Kerr, Well, I think every subject is a special subject to the
man that is interested in it financially. :

Mr. STEBBINS. Yes.

Senator Kerr. Don’t you?

Mr, STeeBins. Yes,sir. I guessitis,

Senator Krrr. Now, I was quite interested in—I was not here
when you read your statement, but in the course of your discussion
of the matter with the Senator from Nevada, much as I was interested
in both the questions and answers, I took a little time and read your
statement. I understood you to say that this bill if passed would
hurt much of the hemisphere while it might temporarily help another
part of the hemisphere.

Mr, StEnBins. Yes, sir.

Senator Kerr. Now, what part of the hemisphere is it that it might
temporarily help?

Mr. Stessins. The United States.

Senator Kere. Well, now, that is not an unimportant part of the
hemisphere, is it?

Mr. StesBins. Not at all. But, as I said, sir—I think you were
out—that I think we ought to try to—we ought to make a very big
effort to include Latin America in our overall hemispheric plans.

Senator Kerr. I think c¢ too. I even think we ought to include
Oklahoma in them.

Mvr. Stesnins. By all means.

Senator IXerr. What?

Mr. Stepuins, Yes, sir.

Senator IKKerr. I think we ought to include Latin America.

Mr. Stensins. For our own self-interest I am talking.

Senator Kerr. Yes, and for our own self-interest I do not think we
ought to exclude Oklahoma.

Mpr. Stepins. Neither do I.

Senator Kerr. What?

Mr. Stennins. Neither do 1.

Senator Kerr. Now, on page 3, the last paragraph, you say the bill
would assist our domestic producers temporarily but it would seri-
ously harm Latin American producers. Can you tell us who those
Latin American producersare? Whoisthe largest one?

Mr. StesBins. 1 frankly do not know, but I would—I frankly do
notl know, sir. I think the next witness can give you the answer
to that.

Senator Kerr, I will tell you the next witness is assuming more
and more importance.

I only asked you

Mr. StesBins. I would like to say this——

Senator Kerr. I only asked you that question, Mr. Stebbins, be-
cause you said it would seriously harm Latin American producers.

Mr. Stesnins. Yes, sir. Well, the largest producers—— '

Senator Kerr. :And I would presume that, having made that state-
ment, you would be able to tell me who they are.

Mr. StesBins. Well, I know of one which is just closed—Vulcan
in Peru. :

Senator Kerr. Vulean?
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Mr. StesBins. I am only talking about Latin American producers.
And they are all small. "i’he largest producers of lead and zinc, as
you probably know, sir, in Latin America, are American companies.

Senator Kerr. That 1s what I thought.

Mr. SteBBINS. Yes, sir.

Senator Krrr. Now, as I understand it, we bring into this country
nearly 800,000 tons of zinc and 600,000 tons of lead a year. Would
you say that issomewhere near:

Mr. Stessins. Yes; I would think so. It sounds alittle high.

Senator Kerr. What ?

Mr, Stessins, 1t sounds a little high. It may be correct though.

Senator Kexr, As I remember,one of the witnesses here yesterday in
his statement gave that information. And it is in Senator Watkins’
statement if the clerk could find us one so we could refer back to it.

What part of that volume of imports would you estimate is being
bronght in by American-owned companies ?

Mr. SteeBINs. Being brought in? What do you mean? By trans-
portation ¢

Senator Kerr. No; produced and sold in American markets,

Mr. Stessins. I do not know what the percentage is, but it is quite
high, sir. I would say it was probably around—might be 70 to 80
percent. But that istaken out of the air.

Senator Kxrrr. During 1956 the zinc imports set a new record of
over 730,000 tons. Lead imports set a new record of over 600,000 tons.

Now, that was the statement yesterday by Senator Watkins, and I am
sure that generally they are fairly accurate estimates.

Mr. SteBBINs, Yes,sir.

Senator Krrr. Now, I take it then when :you say, “But it would
seriously harm Latin American producers,” in view of the fact that
these American companies are bringing in about 80 percent—and I
understand that it is at least that much—that you are actually talking
about this bill hurting American companies doing business in foreign
countries.

Mr. Stessixns. Yes, sir, and, of course, it has its repercussions in
the foreign people that they employ.

Senator Kerr. That is, they employ foreign labor ?

Mr. StEBBINS. Yes,sir.

S;anator KEerr. Now, they pay taxes to foreign governments, do they
not?

Mr. StesBINS. Yes, sir.

Senator Kerr. And they do not pay any taxes over here unless the
taxation rate here is greater than the taxation rate there?

q 1\{11'. Steepins. That is right. Of course, they pay taxes on the divi-
ends.

Senator Kerr. Who does?

Mr. Stensins. The owners of the stock.

Senator Kerr. The stockholdersdo?

Mr. SteBBINS. Yes. :

Senator Kerr. I am talking about the companies that produce the
lead and zinc and make the money on it.

Mr. StenBINs. Yes.

Senator Kerr. Now, you think that we ought to have a system of
law setting up regulation of trade and commerce including tariffs or
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quotas on the basis that would foster the production by American
companies of foreign products in foreign countries with foreign
labor, building the economies of foreign communities and countries,
and paying taxes to foreign governments, even though it seriously
penalizes American communities in which stmilar industries cannot
thrive competitively, even thongh it dries up tax income to American
towns and counties and States? Because if these companies do not
operate in these communities and in these States they do not make any
money on which to pay taxes. .And even though it creates widespread
unemployment among local labor in these communities? And even
though it means that money made on the sale of products to the
American market is taxable in a foreign conntry and to that extent
not. taxable here/  You think that is a healthy economie situation?

Mr. Seenpins, Well, sirv, I believe that certamly up to now it has
been to the interest of the United States to be able to draw on the
minerals of Latin Ameriea.

Senator Kerr., 1 dotoo. Tdotoo.

Mr. Svespins, And helieve—-

Senator Kerr. But I do not think that it is unhealthy for them to
be able to continue to draw on the minerals of continental America.

Mr. SteErnins, Neitherdo L.

Senator Kerr. Well, vet, that is the situation today.

Mr, Stensins, Thelieve

Senator Kerk., And youare aware of it,are vounot?

Mr. Stenpins. Yes,sir, But I believe

Senator Kerr. Now, what would youdo?

Mr. Stessins, T think T would—I would do just precisely what
the American companies abroad are going to have to do, and that
is T wounld cut back if T was producing too much.

Senator Kerr. Well, now, it just happens that in 1939 there was
33,000 tons of zine a year coming in and now there is 733,000 tons a
yearcoming in.

Mr. Stessins, Yes.  Tasnot consumption grown considerably ?

Senator Kerr. Well, it has grown considerably, but the American
producers produce a good deal less than 733,000 tons. So that where
the foreign producer at one time might have had 2 or 3 percent of
the domestic market, he now has between 30 and 65 percent of the
domestic market.

Mr. Stesnins. Largely due to the increased consumption.

Senator Kerr. Well, but he has that much greater a percentage of
a far greater consumption. .

Now, to what extent do you think that he ought to be permitted to
supply this market ?

Mur. Stessins. I think that it should be—

Senator Kerr. Free competition?

Mr. Stesnins. The law of supply and demand.

Senator Kerr. Freecompetition?

Mr. Stessins, Within reason.

Senator Kerr. Just like the Grace cargo ships compete with those
of other nations in the matter of transporting cargo from one nation
to another?

" Mr. SteBBINS. Yes, sir. I will be frank to tell you, if we flew the
American flag—I mean the foreign flag '
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Senator Kurr. These boys I am talking about fly the .\merican flag.

Mr. Stepsins, If we flew the foreign

Senator Kerr. These zine producers down in Oklahoma—and some
of them are in this room—{ly the American flag.

Mr. StespINS, Yes, sir.

Senator Kerr., Now, do you think they should be treated any less
favorably than the Grace Steamship l.ines?

Mr. Stessins. Well, I am not in the mineral business, and I am
not really capable——

Senator Kerr. You are here talking about the mineral business.

Mr. Stessins. I am talking about

Senator Kerr, Are you telling me now you are talking about a
subject you know nothing about or on which you have no opinions?

Mr. Stessins, I am talking about the principle——

Senator IXerr. Well, I am talking about principles.

Mr, Stessins. Of the effect of what is being proposed in this bill.

Senator Kerr. I see that in 1930 the United States mine production
of lead was 558,000 tons, and the imports were 78,000 tons, which was
14 percent. The United States mines produced 595,000 tons of zinc,
and imports were 3,000 tons, which was one-half of 1 percent. In
1957, American production had gone down from 595,000 tons in—this
is in 1956. We only have it here for 4 months in 1957. American pro-
duction had gone down from 595,000 to 538,000 tons. Imports had
gone up from 3,000 tons to 771,000 tons. So that where in 1930 the im-
ports had been one-half of 1 percent, proportionately, of the American
market compared to the local production, it has now 143 percent.
It now provides to the domestic market 143 percent of what domestic
producers provide. Now, do you think maybe it has gone far enough
to where some consideration should be given to protecting the domestic
producer ¢

Mr. StesBins. Maybe, sir. I think there are lots of considerations
which a mining man would be able to talk about better than I could.
That is a question of the grade of the minerals

Senator Kerr. Well, now, you are here telling the committee what
it should not do. Would it be inappropriate for you to have a
thought on what we should do?

Mr. SteBBINS. Yes, sir. My formula is to do nothing,

Senator Kxrr. Istodo nothing?

Mr. StesBINS. Yes, sir, except that if——

Senator Kerr. I thank you for that, and I think that the committee
should regard and cousider your evidence in the light of your state-
ment that, while you tell us here on page 3, “I am well aware of the
fact that some of our domestic producers are in a difficult position,”
you still tell us that yon would do nothing about it.

Mr. StesiNs. I mean by that—1I should explain that when I say——

Senator Krrr. Well, I think it would take some explanation.

Mr. Stessins. When I say “do nothing,” I mean do nothing about
putting in artificial means of preventing—of tackling this question
of production in Latin America.

Senator Kerr. Well, do not limit yourself to artificial means. Ad-
dress yourself to any kind of means and tell us what you would do.

Mr. Stessins. If we had widespread unemployment in the United
States, and as I—
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Senator Kerw. Well, you are awnre of the fact that we have wide-
spread unemployment among the lead and zine miners, are you not?

Mr, Srensins, We have some, 1 know,

Senator Kerr. Arve you not. aware of the fact that we have wide-
spread unemployment among domestic minors?

Mr. Strssins. I donot know exactly how much, sir,

Senator Kerr, Well, would you aceept my word for that?

My, Srensins, Yeos, sir, '

Senator Kurr. And, on that basis, then, tell us what you would do.

Muv. Sresnins, 1 would have to make o pretty careful study of the
pros and cons of what brought that about.

Senator Kerr, Well, 1 think, in view of what T have just told you
hero—that domestic production since 1930 has declined in the matter
of zine from HH,000 to 538,000 tons, in lead from H58,000 to 348,000
tons, that imports have increased as far as zine is concerned from
3,000 up to T7LO00 tons, lead from 78,000 up to 479,000 tons--that
that would provide some information to you to look at in your deliber-
ation and consideration of what might be done,

Mr. SresmNg, Yes,siv.  That would be one angle.

Senator Kerer. Do you not think that it would seem that, in view
of the fact that tax income to the American Government, State, and
local governments, that employment of American Inbor, that develop-
ment of American communities should have at least equal considera-
tion to what should be given to Amerviean producers in foreign coun-
tries employing forveign labor and bringing in foreign products?

My, Stressins. Yes,sirvg 1do.

Senator Kere. Then how would you feel about a system of quotas?

Mr. Steseins, 1 would not like that,

Senator ek, Well, what other—if you do not like a tariff and
you do not like quotas, what would yon suggest ?

Mr. Sresmins. I believe tho laws of supply and demand, sir, will
correct this situation.

Senator Kexr. Well, but you know it does not make o great deal
of difference to a fellow what you do for him after he is dead.

Mr. Stessins, Maybe you have to start feeding him, temporarily.

Senator Kerr, Well, I am asking you.

Mr, Seesnins. But perhaps notin the form that is being proposed.

Senator Kerr, Well, but we are just ordinary men like you, and
we realize that there is a bunch of fine American businessmen out here
that are in a storm, and it looks like we might have a lifeboat or some-
thing here to send out for them, and you sit there and tel us you do not.
like what we are about to do, and you do not want. us to do anything
until we enn figure out something that you would like.  And I am
asking you what you would suggest.

Mre. Stesmins, Well, sivg as | satd, 1 believe that the producers—
the effect is already taking place.  One important mine in Peru has
closed down in the past week. Seven hundred people have been thrown
out of jobs.

Senator Kerr, But——-

Mr. Stessins. Another mine is going to cut back its production.

Senator Kerr. What kind of mine is that?

Mr. Stensins, Xt is lead and zine.
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Senator Kerr, But the overall imports-—-1 want you to get these
fignres—of lead and zine in 1930 were 81,000 tons.  Domestic produc-
tion that snme year was 1,053,000 tons.

Me, Sresmins, Yes, sir,

Senator Keer, In 1956, domestie produetion had gone down from
1,053,000 to 886,000, while imports had gone up from 81,000 to 1,250,000
tons.

Mre. Seenmins, Yes, siv. . Do you have the consumption figures?
Well, the consumption figures ave just withine—-

Senator Kenr, 1 presume it would be somewhere near the sum total
of ench in each instanee,

Mr. Seessins, Within 100,000 tons probably.

The Craesax, What are the dates?

Senator Kerr, 1930 and 1956,

Now, you say vou know of one mine in Pera that is shutting down?

Mr, Seepsins. Yes, sire

Senntor Keer, 1 know of only I mine that is <till operating in Okla-
homa out of about 125,

Mr, Stesnins, 1 think that is probably going to be the ease in Peru,
too, and mavbe Mexico, beeause there are lots of small mines in Peru,

Senator Kerr, Would you not think that it would be incumbent
upon this committee and this Congress representing the people of the
United States to take <ome remedinl action to correet the situation
that has developed under legislation passed by this Clongress?

My, Seesmins, Might well be, sir,

Senator Kurr, But you do not have any speeifie suggestion?

Mr. Srennins, No, sir.

Senator Kerr, Do you think that we should give as much consid-
eration to our own producers who produce here as we do to American
producers who produce there?

Mr, Stennins, Yes, sir,

Senator Kurr. Well, now, what arve the present prices of lead and
zine in the Amerienn marvket 2

Mr. Stenmns, T think it is 10 cents and 14 cents—the last figures
I heard.

Senator Krrr, Do you know what it was 90 days ago?

Mr, Svresnins, No, I do not.

Senator Kerr. Ts theve anybody here who can tell us?

Mr. Stesnins. T know it was higher,

Senator BeNNETT. Tt was 16 and 134,

Now, if these importers can bring in 1,250,000 tons a year at an
average price of 12 cents a pound and fight to get the op(*)ortlmit to
do it, do you see where they would be hurt if we passed a law here
that would not prevent them from continuing to import that amount
nor receiving that price but which would just result in the American
producer getting a little more than that for what he produced ¢

Mr. Stespins, Well, sir, I do not. know what the break-even price is,
but I would thihk that 12 cants would be very diflicult to sell profit-
ably—at 12 cents—but T do not. know. :

Senator Kerr. Well, that is what the American producer is having
to do now.

Mr. Stennins, Yes, sir; they are all having to do it.

Senator Kerr. Well, would the tariff that is suggested here, which
looks to me like giving a man that is starving to death a teaspoonful
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of rice a day—would that of itself reduce the price which the im-
porter received for his product?

Mr. Stenpins. It would reduce the quantity of his produce which
would be purchased.
h_S(%nator Kerr, Well, if he is already losing money would that hurt

im

Mr. SteBBINs. It would hurt him that much more, I guess.

Senator Kerr. Or that much less?

Mr. SteeBins, That much less. He has got to maintain his men;
has he not?

Senator Kerr. But you say he is losing money on turning in 1,250,-
000 tons a year. If he is losing money at that price, the more he
sends in the more he loses.

Mr. Stespins, Has that been the average price over the years?
Twelve cents?

Senator KKerr. That is what it is now.

Mr. SteBbiNs. Yes; but I do not know that he has sent in that
1,250,000 tons at that price.

Senator Kerr. Well, that is what he sent in last year, and I will tell
you what he sent in the first 4 months of this year. He sent in 446,000
tons. And if you multiply that by 4——

Senator JENNER. He is holding his own.

Senator Kerr. That is at the rate of 1,784,000 tons.

Now, if he is losing money at 12 cents a pound, is it not a fact that
the more he ships the more he loses?

Mvr. SteeBIns. I would think so if he is—

Senator Kerr. So if we fixed it so we would reduce his losses and
restored to the American producer the opportunity to survive, would
that be an unwholesome thing?

Mr. StreBiNs, I think it would—in that form.

Senator Kerr. Well, I think in view of the fact that you believe
that if we could do something which would reduce the losses of the
foreign producer and maybe fix it so the American producer could
survive—if you think we should not do anything like that, I do not
think there is much use for you and me to pursue this question further.

But I appreciate your frankness.

Mr. StesBiNs. Yes, sir. Thank you, sir.

Senator WitLiams. Mr. Chairman, could I ask one question?

The CHAalrMAN. Yes, Senator.

Senator WirLrams. Do I understand, Mr. Stebbins, that your oppo-
sition to this bill is based upon your belief——

Senator Kerr. I want to make one correction. I gavehim a 4-month
ﬁgl;xre. And to get a year you do not multiply that by 4. You multiply
it by 3.

Mpr. Stespins. That is right.

Senator JENNER. About a million two.

Senator Kerr. I found some fault with George Humphrey the
other day because he could not count up to four, and I do not want
toélaughter]——-— K
- Senator JENNER. They are holding their own. It is about 1,200,000.

Senator Kerr. 1,338,000. Sothat there issome increase.

Thank you very much. - ‘
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Scnator WiLLiams. Mr, Stebbins, did I understand you to tell the
Senator from Oklahoma that your objection to this bill was based
upon your great belief that the free-enterprise system and the com-
petitive system would function if allowed ¢

Mr. Stessins. Ifit wasallowed to what ?

Senator Wirriams. If it were allowed to function; do you believe
that it would work ?

Mpr. StesBins. I do not understand.

Senator WiLriams. Well, you felt that these mineral producers
in Central and South America and mineral producers in this country
should be allowed to compete with one another freely ; is that correct?

Mr. StesBins. That isright.

Senator WiLLrams. However, you qualified in your own instance
defense of the subsidy on the operation of your ships; is that correct?

Mr. StesBins, Yes, sir; because the American transportation, as

ou know, is linked with the defense and security of the country. It
1s a little—I must say that it is a little different from ordinary
businesses.

Senator Wirrrams. In construction of a ship, if the Defense De-
partment makes certain suggestions that a ship should include certain
additional factors—heavy timbers here or there—is it not a fact that
those additions are paid in their entirety by the Defense Department
other than the construction differential subsidies ?

Mr. StepBINs. I am sure that they allow for whatever additional
cost develops from their plans.

Senator Wirriams. That is right. Therefore, that factor of it is
not considered at all. That is paid over and above the subsidy; is
that not true?

Mvr. Stessins. I do not know whether it is included in the subsidy.
I should think it would be. I frankly do not know the correct answer.

Senator WirLriams. Whether it is included in it or not, it is paid
in addition to it; is that not true?

Mr. SteEpBINs. Ttis paid.

Senator WirLiayms. And in computing the construction differential
subsidy, is labor—the differential cost in labor in this country and
in the world markets—the only factor? Or do they take into con-
sideration the difference in the cost of materials?

Mr, Stespins. No; I think it is only labor. Well, there are two
subsidies. One is the construction cost, and the other is the labor.

Senator WirLLiams. I am speaking of the construction cost.

Mr. StesBins. Construction cost. Presumably they take into ac-
count all of the materials entering in. I would think so.

Senator WiLLranms. And that would mean to the extent that lead
and zinc was used in the construction of a ship that too would-be
subsidized? Is that not true? :

Mr. Stespins. Might be.

Senator WiLriaMs. And after these ships are constructed on the
differential subsidy cost and they are operated on the basis that the
Government underwrites the difference in the cost of labor in the
operation——

Mr. SteBBINS. Yes, sir.

Senator WiLLiams (continuing). You pointed out that in return
you turn back to the Government one-half of all over 10 percent?

Mr. SteBBINS. Yes, sir.
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Senator WirLiams. Do not all American corporations return 52
percent of all over 10 percent they make anyhow?

Mr. SteeBINs. Yes, but it’s a completely different formula. Actu-
ally, the Grace Lines also pays a tax on its profits.

genator Wirriams. That is true, but that reduces the extent—but in
reality you would turn back part of it even without that contract,
would gou not ¢

Mr. SteBBINs. I presume you do.

Senator WiLLiams. So really it is about 25 percent, I think.

But other than those two factors, you do feel that the free compet-
itive system should function? Is that true?

Mr. Steppins. I believe it is to the best interests of maintaining
high standards of living throughout the world, which affects the
United States as much as any country, due to the fact that we have
built the economy so high.

Senator WiLriams. Did you endorse the proposal that one-half of
the American foreign aid should go in American-flag ships, or would
you go along with the repeal of that and let that be shipped in free
competitive markets?

Mr. SteseiNs. We have taken the position that one-half of Govern-
ment cargoes should go on American ships.

Senator WirLiams. Without regard as to the cost of the freight?
Is that correct——

Mr. SteBBINS. Yes, sir.

Senator WiLLiams. Cost of transportation ¢

Mr. StEBBINS. Yes. _ '

Senator WiLriams. So then you are not endorsing a free economy
even without the construction and operation differential subsidies?
Is that true?

Mr. StesBIns. Not insofar as United States Government cargoes
are concerned, because they represent an important element today in
the total cargoes. ' ‘

Senator WirLriams. That is true. :

Mr. StesBinNs. And also we are in the transportation business com-
peting against, in certain cases, discriminatory practices of other
countries.

Senator JENNER. Mr. Stebbins, I have been rather mystified here
by gmur testimony this morning. It seems to me, following the policy
and the position you have taken in regard to lead and zinc, that 1f you
followed that policy in regard to the rest of the productivity of this
country, what you are saying is that we have one beautiful world and
let those that can produce the cheapest produce it.

And I think maybe you might have something there—with one
exception. When you follow that line of reasoning to a logical con-
clusion, you are going to necessarily reduce the standard of living of
the American people to the level of the rest of the world. Is that
your ob'ectiveé) s that what you believe in ¢

Mr. SteBBiNS. No, sir. As I stated earlier, sir, I believe, and our
objective is, to raise the standard of living in countries where we
oper‘sg:le so that the standard of living everywhere will be as high as

ossible.
P Senator JENNER. In other words, following your line of reasoning
I can easily see where you are going to raise the standard of living:of
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the rest of the world but in order to do that you are going to neces-
sarily have to lower the American standard of living. Is that not
right?

ng. Steppins. There is a possibility that to some extent the Amer-
ican standard of living may Ee reduced to some extent as the standard
of living of other countries in the world increases. I think thatis a
possible result.

Senator JENNER. In other words, for them to have more, we must
have less? )

Mr. SteBpiNs. That might be a logical sequence. I am not for it.

Senator JENNER. Is that not absolutely the necessary end of the
policy that you are advocating? ]

Mpr. StesBINS. Not necessarily. There are so many factors, sir, that
enter in that it is impossible to tell.

Senator JENNER. What are some of the factors?

Mr. StesBins. Well, I mean the degree of prosperity, the margins
of profit, and all that sort of thing enter in.

Senator JENNER. Would not the de?ree of prosperity in this country
and the margins of profit automatically disappear if we show prefer-
ence as you are recommending that we do to foreign countries? I
am not confining it necessarily to Latin America or South America.
As a matter of fict, I would encourage that kind of trade. I think
the Western Hemisphere should be encouraged. But if you are going
to apply this principle to one séction of the world, you are going to
have to apply it to other sections of the world. And when you do
that, in'értfer for them to come up, we are going to have to go down,
Afnlt_l do y?ou think the American people want to lower their standard
of livin . b e oo

Mr, S%‘EBBINS. No, sir. Nobody wants to lower their standard of liv-
ing anywhere. And I am' not recommending any preference.

Senator JENNER. Are you not lowering the standard of living of the
lead and zinc industries in'this country when you advocate the proposi-
tion you have adocated here this morning for South America and for
Mexico? ; PR _ ! :

Mr. StenpiNs. If the consumption is below production in any com-
modity, until the situation rectities itself, the standard of living in that

articular area is going to come down both in the United States and
Latin America. e T

Senator JENNER. Well, you are advdcating then a one-world free
trade, are you not? = . LT

Mr. SteBBINS. Not completely.* I am not that idealistic. I believe
that you have.a certain amount of give and take'in this world and
that 1t is not practical to have one-world free trade.

Senator JENNER. Well, Senator Kerr has just demonstrated to you
what has hagpened in these two specific industries, and as far as I
am concerned I can project that on into many other industries if this
policy is pursued.

.Now, your company is not on 2 free competitive basis. You get
certain subsidies. But you do not seem to want the lead and zinc
people to have any protection. Why is it that what is good for
you isnot good for them ¢ ' .

Mr. SteeBINs. I tried to show that the transportation business—
I think you must admit it is a little different from all other businesses.
We could be in the transportation business flying a foreign flag and
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we would probably be making more money. But as a matter of policy,

ublic United States policy, we prefer to continue flying the American
gag. We have certain advantages and certain disadvantages by
doing so.

Senator JENNER. But you do not believe in these particular indus-
tries we are discussing here this morning, that the domestic producers
of lead and zinc should have any help of any kind and that the law
of supply and demand—in other words, Senator Kerr has shown you
where the production of lead and zine and the importation of it from
foreign countries has increased from 81,000 tons in 1930 to well over
a million tons in 1956, where domestic production of those same com-
modities has decreased from better than a million tons to something
like 800,000 tons. And you still think that we should go ahead and
operate under that system and let the domestic producers sink or
swim?

Mr. Stessins. T do not think we should let them sink. I think
that if

Senator JENNER. How are you going to help them?

Mr. Steneins. Idonot know,

Senator JEx~NER. As long as other countries keep importing in here,
how are you going to help them unless you give them some kind of
protection? DBecause you have got a great differential in the standard
of living.

Mr. Stessins. That is debatable, sir.

Senator JExNrkr. What do you mean it is debatable? Do you mean
to tell me ‘hat the labor in Bolivia and Peru and so forth has the
same standard of living as the lead and zine producers in America?

Mr. Steerins. Well

Senator JENNER. That they get the same wages?

Mr. SterBinNs, They do not.

Senator JENNER. That they live in the same kind of homes, drive the
same kind of automobiles, have televisions, and so forth ?

Mpr. Steepins. They are beginning to get a lot of televisions in some
countries.

Senator JeNNER. Do you want them to take them away from our
producers?

Mr. StEprINSs. No, sir.

Senator JENNER. So they can have them in South America?

Mr. Stensins, No, sir.

Senator JENNER. That is what you are advocating.

Mr. SteBins. I am advocating the same treatment to the Latin
Americans as to our own people when it comes to handling this
problem.

Senator JENNER. I have no further questions.

The Cuaarrvan. I would like to ask a question. In response to
Senator Kerr you said vou had no estimate of the amount of sub-
sidies received by W. R. Grace.

Mr. Steesins. The Grace Line.

The Criaryan. Isthat correct?

Mr. Stessins: The Grace Line.

The CratrMAN. You receive two kinds of subsidies on the shipping
end, as I understand—one for construction and one for operating.

Would it be possible for you to furnish for the committee files a
statement of the subsidies you have received for the past 5 years?
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Senator Kerr. Ten years.

The CriairMaN. Ten years?

Mr. SteBBINs. Yes, sir.

The CrrairaaN. On the basis of those two?

Mr. STEBBINS. Yes, sir.

The CiiairMAN. Now, in the Pan American Grace Airlines,in which
your company owns a half interest, are there any subsidies in that?

Mr. StessiNs. As I said to Senator Kerr, there were some subsidies
for several years, as there were to all airlines, but during the past 2
years or so Pan American Grace Airways has been able to operate
without subsidy and it has not requested any.

The Crairaan. I understand.

Avrethere any other companies in which you own a substantial inter-
est that receive subsidies from the Government?

Mpr. Stesnins. No,sir;not that 1 know of.

The Cuuammywan, It is only in connection with these two things?

Mr. StessinNs. Two transportation companies.

The Citamryan. The construction of the ships and the operation of
the ships?

Mpr. SresBINs. Yes, sir,

The Citairman. The committee will appreciate that information.

Mr. StessiNs. I would be glad to. T would like to explain that
the reason I am not able to answer specifically your question is that
the Grace Line is run as an independent organization and has its own
president,

The Cniamyan, We did not expect you to be able to answer it today
anyway.

Senator Kerr. Would the chairman ask him to furnish also the
amount which his airline received during the last 10 years?

Mr. Strespins. Yes, sir,

The Crnamrman. That has been discontinued now, as I understand
it. Two years ago?

Mpvr. Stennins. Yes, sir.

The Citairman. Senator Malone?

" Senator Marone. Mr. Stebbins, did the Grace Line have any con-
tracts with the United States Government to furnish tungsten in the
last 10 years?

Mr. Stenpins, No,sir, W. R. Grace & Co. did.

Senator MavoNe. What were those contracts, if you know?

Mr. Stepnins. I was not around. I was in South America at the
time they were negotiated. And they were negotiated, I believe, dur-
ing the war.

" Senator Marone. And what price per unit did you get for the
tungsten ?

Mr, Srenpins, I think there were varying prices—around 55 to 60
cents a unit.

Senator MaLoNE. Dollars, you mean ?

Mpr. Stenpins. I mean dollars. Pardon me.

Senator MaLoNE. $55 to $60 a unit.

Mr. STEBBINS. Yes, sir,

Senator MaroNe. Have those contract been supplied, and have they
expired?

Mr. StepBins. Yes, sir.
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Senator MaroNe. We had quite a fight here in Congress trying to
give domestic operators $55 for an extended period, and the Iouse
did not pass it, which is their right, and we have that little argument
here. So I just wondered.

Now, where did you get the tungsten ?

Mur. Stepsins. From Bolivia.

Senator Maroxe. What are the wages over there, generally speak-

ing?

%[l‘. Stessins. I do not know that I can answer that, because as—
I would like to say that the actual wage, which is very low compared
to the American wage—is only part of the picture. You have—

Senator Maroxe. We know all about that.

Mur. Stessins. All those fringe benefits of——

Senator Mavoxe. I have heard that story so much. And, of course,
that is the reason I went to Peru. I watched those boys work in the
mines. And if you could do any better than they are doing in the
Andes there with American engineers heading it, with some American
workers mixed in with it, I think you are going to do pretty good.
I do not know of any more eflicient work.

“But you have to remember that I have seen that myself.

My, StesBins. Yes, sir.

Senator Maroxe. And other Senators may go later. I hope they do.

Mr. Srespins. I hope so, too.

Senator Mavrone. Now, you then got more money—$50 to $60 per
unit—for your tungsten out of South America, than we are offering
in the bill, extension of the 1953 Minerals Purchase Act, extended to
1956—more than we are offering our own people, where the wages
here are $17 or $18 a day, and, m addition to that, we pay about as
much, you will find, in industrial insurance and social security as you
pay in wages over there.

You ought to investigate that in case you just are not cognizant of
the facts, because you may come before this committee again and we
would like to question and get the facts.

Mr. Stesbins. Yes, sir.

Senator Maroxk. Now, the objective, of course, of your advocacy
of the free trade or the continuous free trade competition is to raise
the ?standard of living of the workers, the workingmen, in Peru, is it
not ¢

Mr. Stenpins. As we go along; yes, sir.

Senator Maroxe. Well, now, I have got a suggestion that you might
consider, and I have been to every nation in the world and watched
theso people operate in industries even in Russia. I went a thousand
miles east of the Urals, and in the Ural Mountains there’s one of the
greatest mineralized areas in the world. It drives an enginecr crazy.

As long as you let this stuff come in so that you can make a profit
off of the low wages, the pressure by American investors and other
investc:s under these dictators and kings of Europe and Asia and also
South America is to hold those wages down. hllt if you took the
profit out of the low wages at the water’s edge, which is all a tariff or
duty was ever for—adjusted, awkwardly at times but the idea was to
equalize the wages and the taxes—and if you took the profit out of it
at the water’s edge and let it become again a principle of Congress,
which it was for 145 years, then it is my personal opinion—and 1

o
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would like to have you consider it—that these people then would take
a look at their own workingmen and let their wages go up and create
a market in their own country.

The only difference—not the only difference, but thc chief differ-
ence in our country and in many of these other countries is that we
allowed our labor, working people, to draw more wages. It was kind
of a division of the profits 1n wages and created the greatest market
in the world.

Now, what you are doing and what you are advocating, as Senator
Jenner said, by the time you have reached your logical conclusion and
our workingmnen are displaced, you have destroyed the market that
you are trying to get, where if you allowed your own workingmen to
make a little more money you would create a market there, and you do
not have a market there.

There is no market anyplace in the world for anything right now
unless we give them the money ahead of time or allow them to sell
soni:ething at a high price here with their low wages to get the money
to buy.

| ;\Iﬁ‘{ Stepsins. I would like to say this, sir: That the money
that——

The Cuamryax. Senator Malone, if you will pardon the inter-
ruption, the chairman is compelled to go to the floor of the Senate.
Senator Ilerr will act as chairman.

Now, the next witness apparently is a very important witness, and
due to the situation of the Senate the Chair is of the opinion that we
ought to recess until 10 o’clock tomorrow morning if that is agreeable
to the commiittee.

Sorry to interrupt you.

Senator Maroxe. One other point,

Senator Bexxerr. Well, Mr. Chairman, it is understood that we
are not now recessed ?

Senator Mar.oNe. We are recessing when we are through with the
witness.

The CrairmaN. Senator Kerr is going to take the chair as long as
he chooses. But I personally have got to go to the floor.

Senator MaroNe. One more point I want to bring to your attention.

Could we have order, Mr. Chairman ¢

Senator Kerr. It is all right for anyone to leave if you want to, but
we would appreciate your doing it quietly while the questioning
proceeds.

Senator MaLoNE. You have indicated a time or two you think there
ought to be some kind of compromise or some difference in this price,
but you are not very clear what it is. And I want to ask you if you
believe, as I do, that if that duty or tariff or the fixed price, whatever

ou arrive at, whatever they might arrive at in Congress, is 10 percent

elow what that difterential in the cost of labor and the cost of doing
business including the taxes in this country and the chief competing
nation is, if it is 10 percent we will say below, then if our people want
to stay in that business they must reduce the wages and cost of doing
business that 10 percent to stay in. Would that not seem: reasonable
toyou?

fr. Stessins. I do not like any arbitrary manipulation of—

00139—57——14
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Senutor MaroNe. This is not an arbitrary manipulation. It is
simply a question if this tariff or duty or fixed price does not correctly
represent the ditferential in the cost due to the labor and the taxes
and the cost of doing business here and in Peru, if that is the chief
competing nation on any product, then in order for the Americans
to stay in business they would have to meet that difference, would they
not?

Mr. Srespins, That would be one way of doing it, but I am afraid
it would be interpreted in this age in which we live as very discrimina-
tory on the part of the United States toward those other countries.

Senator Marone. No, no, I think you misunderstood the question
entirely. Tt me go over it again.  And thet is that if we do not do
anything about this, leave it the way it is, like you suggest, then in
order for these zine producers to keep these workingmen at their jobs
they must reduce the cost of their operation, of wages, and cost of
doing business to meet the Peruvian or whatever the chief competing
nation's cost is to stay in business, do they not ?

My Sresmins, Tdonot think so.

Senator Maroxe, How would they stay in business?

Mue. Seepsins, 1t isnot the Peruvian costs.

Senator MaronNe. said whatever nation it is.

Mr. Stespins, It is not the Latin American costs that is causing the
market to o down,

Senator Maroxe. What is causing it ?

My, Seeenins, Surplus of production,

Senator Marone, Welly what caused the surplus?

Mr. Srespins, Inadequate consumption,

Senator Maroxe. Well, where is this consumption yon are talking
about 2 What nation consumes most of the zine and the lead?

Mr. Stessins, 1 presume the United States.

Senator MarnoNe. Texpeet so,

Senator Bex~zerr. Would the Senator yield to me for a second ?

Senator Maroxe. I would be happy to.

Senator Bexxerr. T have been sitting here doing some seribbling,

and I think these figures {it into the record exactly at this point,

Senator Maroxe. T am happy to yield to you, but T am going to let
you finish and then T will start again.

Senator Bex~werr. That is right. But T think these figures fit into
the question of overproduction.

Theve is a table which will undoubtedly be put in the record tomor-
row by the witness who has been set up for tomorrow, and I have
gathered my figures from his table.

Now, if the chairman wishes, I will be glad to put it in the record
now to support

Senator Krrr. Just as you wish.

Senator Bexxrerr. The conclusions.

Well, T would like to offer then for the record a table which is
hegdo,(,l “Ten-year comparison, lead production, consumption, and
price.

~H

-
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(The table referred to follows:)

APPENDIX A.—10-year comparison lead production, consumption, and price

|'Thousands of short tons)

Lead 1047 | 1918 | 1040 | 1050 | 1951 | 1952 | 153 | 1954 | 1055 | 1956

United States:
Production and second-

ary recoverfes ... BYH 840 K22 013 06 861 20 8|06 840 818
Consnmption. ... .. 1,172 ] 1,131 5% L 1,238 | LIRS § 1,141 1 1,202 { 1,005 | 1,218 1,190
United States, Canada and
Mexlco:
Produetion and sceond-
aryrecoveries.o o o0 P R34 1,2810 L2131 1,328 | 1,301 [ 1,288 [ 1,255 | 1,252 | 1,204 1,216
1L278 | 1,176 | 1,802 | 1,288

Consumption_. ... .. 1247 | 1,202 1 1,008 | 1,308 | 1,250 } 1,105

Western Hemisphere:
I'roduction and second-
ary recoverles.. .o o 1,409 | 1,388 | 1,331 | 1,456 | 1,.52 | 1,444 | 1,410 | 1,409 | 1,436 | 1,425
Consumption.._...._._ | 1,304 | 1,252 1 1,072 | 1,373 | 1,320 | 1,240 | 1,310 | 1,237 | 1,310 | 1,323

M 100 172 87 202

Free world:

Production and second-
ary recoverfes . ... | 1,939 | 2,017 A 2,455 | 2,550 | 2,562
Consumption_.......... 1,924 | 1,815 2,309 | 2,466 | 2,474
146 93 K3

Average  prlee  (conts  per

pound) .. _..ceceaa......[14.673 |18.013 16. 467 113.489 114.054 [15.138 | 16.013

Senator MaLoNe. Might I see the table? What does it show? What
are you proving by it?
~ Senator BrNNErr., I am demonstrating the existence of overpro-
duction.

Senator Mar.oNE. We know there is overproduction. Now, does
this say why ¢

Senator BENNETT. Noj but I would like if the—

Senator Marone. That is what I asked him.

Senator BenNert. 1f the Senator will yield, I want you to—I want
to get the actual figures in the record.

Senator MavLoNE. I want you to get them in the record.

Senator BENNETT. Taking the figures on the table for the Western
Hemisphere only, they show average annual production, including
recovery from secondary recoveries, of 1,422,000 tons. Average an-
nual consumption of the Western Hemisphere is 1,320,000 tons. An
annual overproduction in the Western Hemisphere of 100,000 tons.

Now, that is over a 10-year period. And in not a single 1 of those
10 years was consumption higher than production. So we had an
accumulating overproduction in the Western Hemisphere for 10 years.
At an average of 100,000 tons a year, we have now produced approxi-
mately 80 percent of a full year’s consumption in terms of overproduc-
tion. The free world as a whole has an average annual production
of 2,290,000 tons, consumption of 2,130,000 tons, or an annual average
overproduction of 160,000 tons.

I went back and made another calculation. Considering the West-
ern Hemisphere production against the United States consumption,
on the theory that we are—the theory suggested by the witness, with
which I agree—that as far as military and defense situations are con-
cernec! we were fortunate to have the total Western Hemisphere pro-
duction—the average Western Hemisphere production is 1,422,000
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tons, the avernge Western Hemisphero consumption whs 1,320,000 fons,
the United States consumption avernge for the 10 years is 1,150,000
tons, so the non-Untted States consumption is 170,000 tons,

When we take that out. wo return to the same figure,  Assuming
that the Amervican market. is the fundamental market, wo have an
overproduction of 100,000 tons n year beaving against the domestic
market.

Now, in the face of those fignves and in the face of the fact that there
has been exeess production of lead in the Western Hemisphere every
vear for 10 years, it is a little hard for the Senator from Utah to be-
lieve that the law of supply and demand will move in now after it has
failed for 10 years to correct this balance between production and
consumption,

Mr, StenmiNs, Yes, sivg it willy beeause the price has gone down,
That is what is going to control it.

Senator Bennere. The price was down at the end of the Korean
war, and if it had not been—as wo discussed in our conversation envlier,
if it had not been for the Ifederal stockpiling program the price would
have been down-

My, Sressins, Yes, sir,

Senator Bennerr. Over all this period of time.  So it did not cor-
reet it when the price was down a little lower than this.

In other wor(L‘. it xeems {o me that after 10 years we must begin to
look for other remedies and other protections than to depend for more
than 10 yearson the law of supply and demand.  During these 10 years
the domestie production has gone down aud the production outside of
the United States has gone up.  So apparently the law of supply and
demand has not been a deterrent to those of our friends who are pro-
ducing outside of the United States,

Those ave the figures, Mr, Chairman, that I wanted to get into the
record,

Senator Maroxe, Are yon finished?

Senator Bunyerr, Yes; thank you very much.

Senator Marone, Now, T find this statement, very impressive.

Senator Bex~xrerre, May T point out that that is the statement of the
witness who has not yet appeared. That statement is not yet in the
rec o,

Senator Mavone, T understand some of his figures have been put in
the record, and T intend to comment on a couple of things he snid in
connection with it.

His name is Jean Vuillequez.  ITeis vice president in charge of sales
and a director of the American Metal Co., Ltd,, 61 Broadway, New
York City.

Now, digressing—and T will come back to you in a minute—he says
here, and very truthfully, that this method proposed by S. 2376 that
we are discussing here today, this method of legislation, bypasses both
the normal processes of negotiation by the State Department with the
interested foreign governments and the Tariff Commission hearings
required under the escape clauses of onr GATT agreements,

He isentirely right. Because for 24 long years we have had a policy
of continually lowering our tariffs or duties orr whatever you cal'l) it so
that they are no protection whatever to any industry except some
manufacturing industries that have been able to hold their tariffs
about where they were in the beginning,.
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Now, there are two ways of lowering a tarifl,  ‘I'he direet. method,
which was used in the case of lend and zine, is under the ho-pereent.
reduction of the 1931 Trade Agreements Aet. And then under a
further reduetion of H0 percent which would make a total of 75 pereent,
The ather method is inflation.  The dollar here now on the basis of
1934, it was testified here the other day, is about 47 cents,  So that eut,
the tarifl in half, the fixed tariff. 11 it s ad valorem it does not afleet,
that that. way, but with a fixed tarifl' it lowered it 52 percent.

Now, he goes on:

The request for Government assistance from domestie producers of lend nnd
zine has heen {ied fo the necexsity of such assistance from the polnt of view of
thix conntry's defense,

The Committee on Interior and Insular Affairs said that that was
not true, that we ean secure these metals in South Amerviea, the whole
hemisphere, during wary, which we have done before and could do
again much better than we did.  We said we believe this argument
has no validity, and 1 do not believe it. has either.

But we are tatking about the economie strueture of this country and
these little communities all over the country. That is what, we are
tnlking nbout.

Now, I pass on (o a very inferesting statement on page 3. Tle says:

Thorefore, we conclude that from the polnt of view of our natlonnl security we
must do evervthing possible to assist the growth in economle production of these
metaly, not only in the United States but equally in friendly forelgn countries.

T cannot, of course, speak for 12 other Senators, but we have agreed
generally.

In this connection we quote from the report of the Minerals, Materials and
Fuels Economie Subeommittee of the Committee on Interlor and Insular Affairs
with respecet to the Acecessibllity of Strategie and Critical Materinls to the United

States In I'ime of War and for Our Expanding Feonomy, Sennte Report No, 1627,
of the 83d Congress, which I have In my hawd here, July 9, 1451,

And he quotes it:

The Western Hemisphere can be defended and will be the only dependable
source to the United States of eritical war materials In the event of an all-out
war ¢,

And T agreed in subcommittee, presented it to the full Senate, and
it was published.

ITe quotes further:

1t is imperative to the security of this Nation and to the nations of the Western
llemisphere—
and, of course, the United States is the only Nation that can defend
the Western Iemisphere—
that we and they foster the greatest measure of self-sufficiency in the production
of such materials and continually study all possible devices that will encourage
the expanston of hemispherie production in thix vital fleld, It is vital to our
domestic welfare, economy and security that maximum economic production be
maintained, first within our own borders and second in the Western Hemti-
sphere * * *,

That is part of my religion. We are 8 Western Hemisphere Nation,
and we can defend it, and we can make it self-sufficient. You do not
have to go across a major ocean to get anything for war or peace. We
do not have to have anything through the Suez Canal. It isall poppy-
cock.
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IHowever, we come back now to what I am talking to you about,
which is the economic structure, how to maintain our economic struc-
ture, while we are helping you.

Some of us l)(\.lim'e—-—an({this same report that he quotes—he did not
quite quote all the recommendations. e recommend :

1. The closest cooperation among the nations of the Western ITemi-
sphere which is the enly dependable source of necessary critical mate-
rials in time of war. 'This area can be defended, can be made self-
suflicient in the production of such materials. We recommend the
spirit of the 130-year-old Monroe Doctrine prevail in our relations
with the nations of the Western ITemisphere.

2, We recommend that Congress insure that the regulation of for-
eign trade conform to the principles thus laid down m article I, see-
tion 8, of the Coustitution, thus assuring American workers and in-
vestors equal access to the American markets.

Now, what is that article I, section 8¢ 1 have quoted it here before.
I will do it very briefly. And that is that it says that the Congress
of the United States, not the executive, the President, or 84 competi-
tive nations sitting in Geneva, shall regulate our foreign commerce, our
foreign trade. ' e

And what does that mean? It gives you a duty, an excise tax
imposed—we call it tariffs—to do the regulating.

So we worked it out. When I say “we,” it was this Congress over
the period of 145 years. And the last tariff act they passed said spe-
cifically that the Tariff Commission, an agent of the Congress, not. of
this committee, shall determine the cost of producing domestic articles
and a like or similar foreign article, determine a difference in that
cost, and that takes all the factors and manipulation of their money
system, their effective labor cost, their transportation, everything,
and comes up with a {igure which is the difference, not to give us an
advantage over them or them an advantage, but that difference they
recommend as the tariff.

That is what this book says.

And T agree with this young man, whoever he is, and T will be
looking forward to seeing him here, because I am a Western Hemi-
sphere man. We like to help all other nations. T am talking for
myself, nobody else. But you do it like your family. You may own
a better house than T have, but you do not sell your house and give
$2 to everybody living in the county and they go and buy a drink
and they are all broke.

You pay your taxes, you contribute to the Red Cross, you do every-
thing that is necessary that is customary in your community and try
to run your business so that you make a profit and take care of your
family, give them schooling.

So that is the way you have to treat a nation. Be good to them.
Be a good neighbor, Do everything you can for them. But give
them equal access to your markets, but no advantage. .

You could not agree with that, could vou? You look to me like &
businessman that would get along any place.

Mr. StesninNs. Thank you, sir. ‘

Senator MarLoNE. I wish you had more investments in the United
States.

Mr. Steepins, We have quite a lot in the United States now.
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Senator Maront. Well, you had better start taking care of them,

Mr. Stessins. We have more investments in the United States thap
we do in Latin America.

Senator Marone. What are they?

Mr. Sresnins. Largely an ammonia plant in Memphis and a urea
plant and Davison Chemical Co. in Baltimore.

Senator Maronk:. You know your chemical business can be run
out of business from foreign imports, do you not? If you do not, you
had better get looking into it.

Mr. Stennins. Yes, sir; it could be.

Senator Marone. All right. 'We have had men representing chemi-
cal companies crying their eyes out because they do not want to go
to foreign countries and make investments. They say, “We can go
and build them and we will have to do it under this Principle, but
give us a chance to stay here and pay American wages.’

That is what they say.

So this is a fact, and I say it again. An engineer has a peculiar
mind. He has to get his finger on the sore spot. And this is a sore
spot. This fight is a fight between the workingmen of America and
the small investor—a “small investor” meaning any investor of such
a size or such a nature he cannot go to South America or to Xngland
or to Asia or Jourope and make his investments and ship it back under
free trade. Between the small investor and the workingman and the
international investor. That is where this fight is. And the quicker
the workingmen of America wake up, the better it is going to be for
them and for us, because this is America, and if the economic struc-
ture of this Nation breaks down they are all in the soup, because we
are the only Nation that can protect anybody.

You agree with that; do you not?

Mr. StesBINS. Yes, sir.

Senator MaLoNE. That is all, Mr. Chairman,

Senator Kerr. I want about two more questions if it is all right
with Mr, Stebbins.

Mr. SteBpINs. Yes, sir.

Senator KERR. Tali{ing about our assisting the economies of these
other countries, is it not about $20 million a year that we make as a
grant to Bolivia? This Government?

Mr. StEBBINS. Is it?

Senator Kerr. Is that not about what it is?

Mr. StesBins. I think it is, sir.

Senator Krrr. And did not the Import-Export Bank just recently
make a $100 million loan to some American companies for further
development of copper production in Peru?

Mr. StEBBINS. Yes, sir.

Senator KErr. What were those companies?

Mr. StespiNs. The Cerro de Pasco Copper Corp. and Phelps Dodge
f{n?i Newmont Mining Co., I believe, and American Smelting &

efining.

Senator KErr., What minerals does Grace & Co. produce in Latin
Americat

Mr. SteeBIns. Only tungsten.

Senator Kerr. Only tungsten?

Mr. SteBBINS. Yes, sir.
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Senntor Kenw, Graco & Co,, of course, ns is the lnw, and as it was
contemplated- anyone else in the position o do so would do it - {akes
eredit on the tax linbility it has to this Government for the amount,
of taxes it pays to other governments in whieh it operates?t

M, Sreensins, Yes, sire

Senator Kexw, Could you furnish for the committes files a state-
ment of the enrnings it is publie infornmmtion, I know-—of Graco &
Co, for the Iast 10 years, and the amount. of taxes they have paid
forcign governments and the degree to which it has affected their tax
linhilities to this Government ? .

Mure,Stemmns, Yes, Teould not answer that gquestion now,

Senator Kerir., I understand, but. we would Like (o have that infor-
mation for our files.

Mue, Seenmins, Yes, sir, . i

Senator Kerk. The committee will reeess until 10 o'clock in the
morning, v ) _

(Letter from James 1. Stebbins, executive vice president. of W, R.
Garace & Clo,, subsequently submitted, elavifying his views on p. 185,
follows:)

W, R, Gracr & Co,,
New York, N.Y July 26, 1957,
IHon, Hakky Froon Bywrp,
United States Senate, Washington, D, C.

Drar Sexasrtor Bygp: T wish to thank you for the courteous and complete
hearing which was given to my testimony when 1 appeared on July 23 before
your conmuittee as a witness In opposition to 8, 23746,

Upon exnmining the verbatim veport of the hearings and upon reading the
testimoeny of Mre, Vuillequez, who was the next witness, I feel that T should
lke to supplement my testmony with the following statement:

As T pointed ont, 1 was not appearing as an expert in the mining industry
but, rather, as n witness representing that segment of American commeree which
deals in the Latin Ameviean avea. Therefore, I did not appear for the purpose
of offering specific suggestions for measures to relieve the present situation in
the domestice lead- and zine-mining industry,

When, in response to a question, T testified that rather than ennct 8. 2376 1
would prefer to “do nothing,” I want you to know that I meant mysanswer, in
the light of my general testimony, to mean that I would do nothing about
8, W76—and that, as indieated in the next to the last paragraph of my prepared
statement, the problem should he remedied through some other means,

In view of the questions which were nsked and in view of the testimony of
Mr, Vuillequez, I should like to state that 1 and the company I represent are
entively in aeccord with the idea that the situation would best be ameliorated
by some form of direct subsidy to mining companies in the United States or
by a continuation of the stockpiling program.

This type of direct relief would, no doubt, assist the lead and zine miners who
are now having financial difficulties and, in my opinion, it would not cause
damage to the foreign miners or to the United States export markets which
would be lost by the imposition of an excise tax.

As a representative of n firin with active business interests both in the United
States and in Latin America, my prime concern is to see that we do not ent
off our Latin American friends from access to our markets. All comnareial
experience demonstrates that to take action cutting off their exports to us has
a consequence of lessening their imports from us and this, too, diminishes profits
and employment in American industry.

For the purpose of giving full meaning to my testimony, I would appreciate
it if you would cause this letter to be incorporated as a part of the record.

Very sincerely yours,
James H. STEBBINS.

(Whereupon, at 12:30 ]p m., the committee recessed, to reconvene
at 10 a; m., Wednesday, July 24,1957.)
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WEDNESDAY, JULY 24, 1857

UNrrep Stares SENarTe,
Cosrarrrer oN FINANCE,
Washington, D, O,

The committeo met, pursuant to call, at 10 a. m., in recom 312,
Senate Oflice Building, Senator Ilarry Flood Byrd (chairman),
presiding.

Present: Senators Byrd, Kerr, Anderson, Jenner, Malone, Carlson,
and Bennett.

Also present : Iilizabeth BB. Springer, chief clerk.

The Cuairaan, The committee will come to order.

Senator Kerr, Mr, Chairman, I would like to say I am happy to
have my colleague before the committee giving us a statement on the
situation in Oklahoma with reference to the depressed market for
lead and zine. e has been in the forefront of the battle to improve
the economic environment, of this industry, and I am happy to join
with him in the remarks that he makes.

The Citamryan. You may proceed, sir.

STATEMENT OF HON. MIKE MONRONEY, UNITED STATES SENATOR
FROM THE STATE OF OKLAHOMA

Senator Moxroney., Thank you, Mr. Chairman. Members of the
committee and my senior colleague, I appreciate those remarks on my
efforts to help with this problem. 1t has geen a constant problem since
the close of the Korean hostilities, to try to get near the cost of produc-
tion of the lead and zin¢ mining industry in Oklahoma.

{2 a,})preciate your courtesy in allowing me to express my interest in
S, 2376.

I believe you already have heard testimony on the disaster facing
domestic lead and zinc production from my distinguished colleagues
Senator Watkins, Anderson, Kerr, Mansfield, Bible, and Allott, as well
as from independent mine operators, a labor-union representative,
and from the lead and zinc industry emergency committee. You know
that both the Tariff Commission and the Cabinet Committee on Min-
erals Policy and the administration have found that a need for action
exists.

I hope all of you will agree with me that we must keep our mining
industry alive. Even if we should build a stockpile as high as the
Washin(g‘ton Monument, we cannot write off our domestic supply of
lead and zinc ore. Even though many of our imports come f)l"om
friendly countries in our hemisphere whose interests we will continue
to support when self-destruction is not involved, we cannot let our own
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mines go down the deain because of ill-balanced competition from
oven our best friends,

The bill under consideration does not slam the door, Tt merely
raises a barvier in the form of a sliding-seale excise tax geared to the
wice of pig lead and slab zine, 1t is not an insurmountable barrier,
&t is not lngh enough, in my opinion.

My own State is vitally interested in Tead and zine production, as
yvou know. Our annual average production of zine during the years
1925 29 was 227,000 tons, which was more than 30 percent of the
total United States mine production, By 1939, the output had de-
clined to 140,000 tons; by 1952 to about 55,000 tons, and Iast year it
was 20960 tons,

National zine production has not fallen as fast, but from an aver-
ago of 611800 short tons in 1946 50, it has slipped (o D37,600 short
tons in 1956, In the meantime, the production in the vest of the world
is estimated to have visen 941 pereent,  Kspecially significant is the
fact that the ratio of domestic zine production to imports has been
completely turned avound.  In 1951, imports were only H7.4 percent of
domestic zine production and in 1956 they were 14834 percent, The
lead situation also is rveversed.  Tmports in 1956 exceeded domestic
production by 131,000 short tons, almost the same amount,
~ These figures do not tell half the story of what has happened to
domestic mining aveas such as those in Oklahoma, 1 have seen with
my own eyes the disasters to some of our communities.  Mines elose
and become water-filled.  The timbers in their shafts rot. Whereas
we had 319 mines operating in 1949, only 40 operate today. Skilled
miners have to leave the State to {ind part-time work elsewhere, while
their families barely exist, DBusinesses in the towns sufler. Schools
languish. Relief rolls grow. One of the successful miners who had
survived earlier competition with foreign imports told me this week
he has had to shunt down.  With zine at 10 cents a pound, his 200-ton-
a-month production not only was not profitable, but would have cost
him money.

I urge your favorable consideration of S, 2376. I am not wedded
to its method, but at present it secems the only avenue open, with a
possibility of handling the current emergency, and I believe in lock-
ing the barn before the cow is stolen—in this case, in saving our
mining industry before it is waterlogged, and our mining communi-
ties before they are ghost towns.

I thank you, Mr. Chairman, for this opportunity.

Senator CarrsoN. I appreciate that statement very much, involving
the tristate area of Kansas, OQklahoma, and Missouri. The condi-
tion which Senator Monroney described, very accurately, affects us
very seriously in southeast Kansas. As a matter of fact, last year
southeast Kansas was listed as class 4 by the Labor Department as
an unemployment area, largely as a result of closing the lead- and

zinc-mine operations in that section. So I appreciate the Senator’s
statement, and I assure him I will be glad to work with him, as we
have been working together, and I know of the fine work he has been
doing on behalf 0% this area.

Senator MoNRONEY. I know the interest of the senior Senator from
Kansas in this matter, because the whole tristate area is almost a
unit, and when the domestic price of lead and zinc reflects just a

N




IMPORT TAX ON LEAD AND ZINC 213

slight margin above the actual cost of production, you find that whole
community booming, self-sustnining, thriving, But when it goes
down & fraction of a cent, almost, below the cost. of production, these
warginal mines shut down first; the bigger mines shut down, the
unemployment. climbs, the relief rolls pile up, and the miners drift
away to seek puri-time employment in other Sttaes, leave their fam-
ilies there, the schools become rundown, the communities default on
their taxes, and it just brings about a serious depression, then, in
that locnlized area,

I think the least we could do would be to try, through adjustment
of the excise tax, to help to maintain around a 14- or 15-cent price
on zine, and around 17 cents on lead, so we can keep our extractive
industries going, not allow them to disappenr, because sooner or later
wo will regret it if we become overly (lo.pun(l(mt, on foreign sources,
no matter whether they are on this side of the world or on the other
side. We always must have some sources here that we can depend
on to protect our own bargaining power and market prices. Without
them, we would be at the mercy of foreign importers.

Senator Carrson. Mr. Chairman, if T may say this, the 10-cent
price on zine is disastrous, as has been proven in this area.

Senator MoNRONEY. You cannot operate on 10 cents; even the larg-
est mines cannot,

The Criairman, Any further questions?

Senator Marone. Yes. I appreciate very much the statement that
you have made here. And the thing that really tears me down
1s the spectacle of a United States Senntor pleading {o prevent a world
tribunal in Geneva from destroying a legitimate business in his State—
when the Constitution specifically delegates this power to the Con-
gress, of which he is a Member, to preserve it.

However, since the Congress did transfer its constitutional respon-
sibility to do this job to the President, with authority to transfer 1t to
Geneva, Switzerland, where it now resides, and that 34 foreign, com-
petitive nations, are regulating our foreign trade and national econ-
omy, under the General Agreement on Tariff and Trade—it is time for
‘Congress to regain its own responsibility in this field.

All you are trying to do, Senator Monroney, is to keep the industry
-operating on the American standard-of-living wages. What you have
said is that you need either a duty or a tariff or an excise tax, or a fixed
price, that would make up that difference in the labor cost and the cost
of doing business in this Nation and the chief competing country so
your people could stay in business.

Senator MoNroNEY. Keep these mines operating and keep our do-
mestic supply and maintain the employment of American miners in
their chosen field.

Senator MaroNe. You understand the reason I am asking this—
because you and I work together on the floor, but the record is going
to be read by a good many people, and they should understand the
principle upon which you are working. I judge that you would not
consider it a subsidy to the mining industry of Oklahoma, or the
United States, if the excise tax or duty or a fixed price only equaled
the difference in the labor cost and tlie cost of doing business here
and in the chief competing country on lead and zine, would you?

Senator MonroNEY. I do not consider it a subsidy at all. As a
matter of fact, this bill before you proposes to repeal all of the tax
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when the price is 17 cents a pound on lead. So it would help to
increase and improve the imports at the time when the price in this
conntry is at the break-even point.  Certainly it could not be a sub-
sidy to tey and protect the domestic industry to the extent that lower
prices end to require a higher excise tax than when it is at the cost of
production.

Senator Marone, T fully agree with you in your objective. But
newspaper dispatehes over the 24 years have generally supported this
free trade.  Fvery nation to have equal aceess is concerned as to our
markets, regardless of their wage standards of living, It is our mar-
kets they ave after. 'hey eall a subsidy such an equalizer of wages,
Nuaturally, 90 percent. of our people do not. have time to study--they
are working hard to make a living-—so they just do not understand
that the effect is to put the cheap labor of the world in direet com-
petition with Awmerican labor.  The people who call such an equalizer
of wages a subsidy is really saying that he is for those lower wages
and would like to reduce our own wage standard of living.

Of course, such an equalizer is not a subsidy.  Now, it you had to
have such a tarifl or fixed price above the difference in wages and cost
of doing business here and in a chief competing country to preserve
an industry, then that would be a special consideration and might be
alled a subsidy.,  You would agree with that?

Senator MoNkoxNey, Yes,

Senator MaroNe. But it is not necessary to do that, of course,

Now, they talk about. marginal mines. That was a slogan widely
used by the freetraders and economie one-worlders—that, of course, the
marginal mines or the marginal industries in this country might be
closed down. .

It would not be a marginal industry or a marginal mine, would it,
if all that industry needed was the difference in the wages and the cost
of doing business here and the chief competing country? ‘I'hat would
not be called a marginal mine, would it ?

Senator MoNroxey, Any mine will be marginal if the price gets
low enough on the product.

Senator Maroxe. It is marginal in comparison to $2 labor or 50-
cent-a-day labor as compared to our $17-a-day labor or whatever
it is in Oklahoma—that 1s about what it is in Nevada and Utah—it
would be marginal compared to the $2 labor; would it not.?

Senator MoxroNEY. That is right. But isn’t this one of the things
that we have to deal with, The $2 labor was not so desperately de-
structive as long as they used crude machinery to mine t&le products

of their countries. But, with the advances of foreign aid and all,.

which I have supported to a large degree, they have now been able
to mechanize their mines and use their low-prieed labor to the point
where they do get a far more eflicient production at the low cost.
Senator MaroNEe. Of course they do. - American investors take the
American machinery with them. Now, some college professors and
a number of theorists make statements that, with our up-to-date
machinery and our know-how, we can compete with anybody with the-
low-cost labor. As a matter of fact, I took occasion to visit every
nation in the world. I thought I had to see all of our star boarders.
énd I just finished the job with 215 months behind the so-called Iron
urtain.

)
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Now, it is not & fact that with American investors going into these
countries, as they are under the free-trade agreement—and I do not
blame the American investors, L only blame the Congress for making
it. profituble—with the American vestors going into the foreign
conntries, what kind of machinery do they take with them, and
know-how ?

Senator Moxrongy. The very best we have.

Senator Maronn, In other words, the last plant built, if it is a lead
smelter or a lead-mine operation—the last mine opened up by an
American investor has the latest facilities and is the best, or else his
engineers have not done their work; isn’t that right?

Senator MonroNey, Yes,

Senator Maro~Ne. In Chile, northern Chile, they now have the best
copper smelter in the world, because it is the last one built. We
have some good ones in this country, but they are getting older.

Well, one more question.  And all this is just to clarify the record,
because I know you understand it, and I think I do.

We have been taught now for 24 years that, not only a fixed price
but any excise tax or a duty that we normally call a tariff to equalize
the American and foreign wages is a barrier. Now, a barrier you
immediately visualize as something built up like a dam to keep the
water back or to keep something out of this country.

While a duty or a tariff or an excise tax just to equalize the dif-
ference in the wage standard of living and the cost of doing business
here and in the chief competing nation, giving them equal aceess to
our markets, but no advantage over the American producers, could
not. logically be called a barrier, could it.?

Senator MonNronky, 1 do not see how it could—particularly the
proposal that is made here, since you relieve them of any import duty
if the price is equal to our cost of production.

Senator MaroNrk. As 1 have previously stated, I do not think this
plan will work because it is unwieldy and is not flexible enough, but I
will tell you why 1 am for it. You have to adopt a principal, return
to the Constitution, so that American money will be invested in
Anmerican industries once again. But you and T can discuss that at
some Tuture time. But the reason I am for it is because the Secretary
of the Interior is the first man that has been able to break through the
“sound barrier” at the White House and get an admission that you
have to have either an excise tax or a tarifl or a duty or a fixed price
to equalize American wages and taxes with the lower foreign wages
to keep American industry alive. And it is not confined to lead and
zinc; is it ?

Senator MonroxEY. Isn’t this the only alternative to a direct sub-
sidy, if you intend to keep domestic production ?

Senator Marone. The principle; yes.

Senator MoNroNEY. In other words, if you do not allow the excise
tax to be applied, then the only other step would be a direct subsidy
to maintain a price support under zinc an({ lead.

Senator Maro~Ne. Of course. But the real solution of it is just to
sit still next year and let the 1934 Trade Agreement Act expire in
June of 1958. I.et Congress regain its constitutional responsibility
to regulate foreign trade and the national economy. The Taritf Com-
mission, an agent of Congress, would then determine the amount of
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the flexible tarifl or exeise tax equalizer. You understand what your
trouble is—and I think you have made a good statement.

Senator MonkoNey, Thank you, Senator,

The Cnamryan, Thank you very much, Senator. We appreciate
your coming.

Now, the next witness is Mr. Vuillequez. Ie is from the American
Metal Co.

STATEMENT OF JEAN VUILLEQUEZ, VICE PRESIDENT IN CHARGE
OF SALES AND DIRECTOR OF THE AMERICAN METAL CO.

Mr. VuinteQuez, Mr. Chairman and members of the committee, I
want to thank you first of all for the opportunity to appear here and
give our company’s views,

My name is Jean Vuillequez. T am vice president in charge of sales
and a director of the American Metal Co., Litd. The American Metal
Co., Ltd,, operates a copper smelter and refinery at Carteret, N. J.;
a zine smelter at Blackwell, Okla. ; a potash mine in New Mexico, and
has important interests in two copper-mining properties in the United
States, and we also have an important interest in a molybdenum com-
pany. It also owns and operates copper-lead-zine-silver mines in
Mexico and Canada, has a lead smelter and refinery in Mexico, and
holds important interests in copper mines in Rhodesia and South
Africa, and in a copper-lead-zine mine in South West Africa.

Senator AnpersoN. Mr. Vuillequez, in order ta identify your in-
terest in this situation for the rest of your paper, you said you had a
zine smelter in the United States at Blackwell. -

Mr. VeinneQuez. At Blackwell, Okla., sir.

Senator AxNpersoN. Senator Monroney was just describing the
plight of the miners in that area. Do you operate there on ore from
the Tri-State area, or largely on Mexican concentrates ?

Mr. VuiLLequez. I was going to ask permission of the chairman
and this committee to file a brief of the Blackwell Zinc¢ Co., which is
our subsidiary—and in direct answer to your guestion, it operates
entirely on foreign ores. We have been unable to find any concentrates
in this country.

(Statement of the Blackwell Zinc Co. appears on p. 76.)

Senator ANpERsON, Well, you are pretty close to the Tri-State area;
are you not ?

Mr. VuiLLEQUEz. We have not been able to purchase concentrates.
We would like to very much.

Senator ANpErsoN. Now, then, you are also brokers in this country
for Canadian ores and Peruvian ores and South African ores?

Mr. VuiLLeQuez. We are sales agents for Cerro de Pasco Copper
Corp., which operates in Peru. We are sales agents for the lead and
zincksold by Consolidated Mining & Smelting in the United States
market.

Senator ANDERSON. You know the difference between a sales agent
and a broker. I thought that it was somewhat synonymous in this
situation. Now, as sellers, you do not have much interest in the
price of zinc that the miner gets. ‘

Mr. VurLLeQuEz. On the contrary, sir—because of our mining in-
terests in Mexico and in Canada, and because we have large financial
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interests in mining companies, we have quite an interest in the price
of the metal itself.

Senator ANprrsox. Well, on May 6, when the first price break was
announced, I believe, by International Minerals & Metals, they cut
the price a penny. That same afternoon you cut it an extra half-cent;
did you not?

Mr. Vurnneuez, 1 think that is correet sir, yes.

Senat;)r AnbprrsoN. On May 13 you cut it another half-a-cent; did

ou not ?
y Mr. VuiieQuez. I don’t remember whether the date is correct, but
the figure, I think, is correct.

Senator ANpersoN. But you were the leader in that—American
Metals was the leader.

Mr. VunLrLeqQuez. Yes, sir, we have been.

Senator ANprrsoN. And on June 6 American Metals was the leader
in cutting it again to 11 cents,

Mr. VuLneqQuez. I think that is correct.

Senator ANDERSON. And on June 19 it cut it again, and was the
leader in that.

Mr. VunLLeQuez. I think we are the last ones to have cut it to 10
cents.

Senator ANpErsoN. And on July 1 you cut it to 10 cents.

Mr. VuiLLeqQuez. That is correct. .

Senator ANDpErsoN. I am just trying to establish the fact that your
statement has to be read in the light that you have been the bell-
wether in cutting the price of zinc here in the United States with great
regularity.

Mr. VuiLLeQuez., Yes, sir. And I think in my prepared statement
you will see that we take the view there is an overproduction of zinc
and lead in the United States and the world, and particularly abroad.

Senator MaLoNE. In the United States?

Mr. VuiLLeQuEez. And the world.

Senator MaLonE. In the United States?

Mr. Vuinreuez. Yes; we think there is an overproduction of
both metals.

Senator MaroNE. In the United States? How do you work that
out—an overproduction in the United States?

Mr. VuiLLeQuez. No—that the available supplies are greater than
the demand.

Senator Mavone. That the supplies produced in the United States
are greater than the demand ?

Mr. VuiLLeQuez. Not produced in the United States, no, sir. We
are deficient in——

Senator Marone. Well, aren’t textiles overproduced if you include:
the whole world and only our market? We are the market, are we not?

Mr. VuiLLeQuez. Yes, sir; we are the market. But we also, for our -
manufacturers, and foi' agricultural products, have markets abroad.

Senator MaLoNe. We do? You mean we must buy everything, all
of the surplus abroad, since there is an overproduction in Japan or
Scotland or some other nation—that it is an overproduction for the
United States—and that we are responsible ?

Mr. VuiLLeQuez. Sir, I think that——

Senator CarrsoN. If you are a one-worlder, yes.
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Senator Maroxe, Where ave you from?

Mre. Venaegeez, How do you menn that, Senator?

Senator Mavose, Where do youcome from?

Mr. Venaeguez, Towas born in New York City and T live in Con-
neeticut,

Senator Mavoxe, That is fine some say that Connectient, is the
bedroom for New York City. Where are your interests now ?

Mr. Veneeeuez, Our interests are both here and abroad.

Senator Cartson. One worlder,

Senator Mavoni, One-worlder,

Me. Vewmneeuez, Nogsivs do aot think that is corveed,

Senator Mavone, Words do not mean much. 1 do not understand
your statement that there is an overproduction of zine, or textiles, in
the United States of Nmeriea beeause there is an oversupply in the
vemainder of the world, 1 do not understand you.

Meo Veneuez, would hke to say that any materialy in my view,
which ix available in excess of the demand is overproduced,

Senator Maroxe. There are many products overprodsteed in certain
arens of the world that arve not overproduced here. But when a com-
maodity ix produced commereinlly here we still want. to support. our
wawe-diving standard,

Our living standard of wages i probably 3 or 4 times what it is
where yvou arve getting vour raw materinl. What yon are saving is
that you do not want tavidl, or duty, or exeise tax, that equalizes the
wages here and the source of your vaw material.  Yon arve, in effeet,
saving that the United States is responsible for any overproduetion
inthe world.

Me. VuemneQuez, Noosiv: we donot take that view,

Senator Maroxe, What view do youtake?

Mr. Venaequrz, We take the view that we arve deficient in supplies
of lead and zine.

Senator Maront, Youare what?

Mre. Vienveeuez, We are delicient--this country is deficient. in
supplies of lead and zine.

Senator Maroxe, Why do you suppose it is deficient ?

Mr. Veneeeuez, We agree with you, Senator, that something
should be done. The difference between you and us is purely one of
method, not one of the objective,

Senator Maroxe. Let us get at this business of the production in
the United States being deficient. It has been cut in two due to free
trade, the United States following vour free trade ideas since 1934, has
it not ?

Mr. VemveqQuez, Well, of course we have got an import duty in
existence on both lead and zine.

Senator Maroxe. The import duty on practically all American pro-
duced materials has been reduced below the difference in wages and
the cost of doing business here and in a chief competing country on
each of such produets. When the duty or tariff is below that difference
yvou must then reduce the wages here and your cost of doing business
to meet it, or go out. of business,

Mr, Vennequez., Well, Senator, I think that it is a question of
philosophy.

Senator Maroxe. That is what I am trying to get from you.
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Mr. Vuneuez, Yes. The countries that are underdeveloped and
‘which produce large quantities of raw materinls-—-—-

Senator Mavoxe. Would you like to see some underdeveloped coun-
try in this Nation? '

Mr. Vuinnequez, 1 know there are some, Senator, but I wanted to
answer your question direetly.

Senntor Mavose, There are abont 2 billion neres of it.

Mr. VunureQuez, 1 realize that,

Senntor Mavone, Well, then, let us talk about American under-
developed country, and talk about our wages and our cost, of doing
business here, paying taxes in this country. Go ahead-—hut just do
not. make one of these statements and expect me to like it--that there
-is an overproduction in the United States when there is overproduc-
-tion in the world.

Senator AnprrsoN. I wonder if Senator from Nevada would let
me finish my question,

Senator MaroNe, I am sorry to have interrupted you.

Senator ANpersoN. 1 am glad you did. But you understand there
is an amendment pending on the floor in which I am interested and
I must be there.

A while ago you said that you had this custom smelter in Okla-
homa.

Mr. VuineeQuez, Yes,

Senator ANbERsON, And that you supplied it exclusively with Mex-
ican ore.

Mr. Vuinrnequez. Practically exclusively.

Senator ANpersoN. The Senator from Kansasg and the Senator from
Oklahoma, who was testifying ecarlier, and, I am sure, the senior
Senator from Oklahoma, are very much interested in that tri-State
district, as many of usare. It isa good area. Did I understand you to
say that you are not able to find any ore in that area?

Mr. VuiLLeQuez. The Blackwell Zine Co., Senator, was originally
‘built in order to utilize the Joplin ores. As the production in the
Joplin area was reduced, we were forced to look abroad for con-
centrates. Our company invested fairly substantial quantities of
‘money in certain Mexican mines in order to assure Blackwell of a
supply of ore. We have not been able, since the late thirties, to pur-
.chase anywhere near adequate supplies of domestic concentrate.

Senator ANpERsON. Well, now, if these other mines are having to
close down—and I understand that they won’t sell one to you—have
_you asked these people to sell you or in the tri-State area ¢

Mr. VoinLeQuez. We have tried. T think you will find that most
.of those companies have got special arangements.

Senator ANDERSON. I do vot know who operates there. I think
'Iilagl%-Pitcher, St. Joe Leau & Zinc. Have you tried to buy from
-them ¢

Mr. VunireQuez. We certainly have. And we have been unsuc-
«cessful. We used to get some domestic materials from American
Smelting & Refining, but they took that away from us.

Senator ANDERsON. Are they processing that ore now, that they
‘took away from you?

Mr. VunriQuez. American Smelting—yes, I think they are, at
Corpus Christi.

10139--57 15
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Senator Anperson. They are closing down properties in New.

Mexico.
Mr. VurnLreQurz. In Mexico; yes.
Senator ANperson. In Neiv Mexico.
Mr. VriLLeQuez. In New Mexico also, yes.
Senator AnNpersoN. And I——

Mr. VuiLLeQuez. I think, Senator, the answer is that the smelter-

production in this country is so substantially in excess of the produc-
tion of concentrates here.

Senator AnprrsoN. Well, you understand, I am not a mining engi-
neer. I just do not understand how a refinery, located right in the

middle of the Tri-State district, that the Senator from Kansas and’

the Senator from Oklahoma agreed was in trouble, and people were

being laid off because the mines were closing down, continues to operate -

on Mexican ore and says, “We cannot find any ore from this area,”
an area where American citizens may have to go on relief. That to
me is not the last word in human wisdom,

Mr. Vumuequez, I think that practically every smelter in the:

United States, every single smelter operates at least in part on foreign

concentrates. We used to have a mine in New Mexico called the:

Pecos Mine.

Senator AxpersoN. I know it very well. I remember when it was
abandoned.

Mr. Veineeuez, Unfortunately it was mined out.

Senator AnpersoN. Right now it would be a very attractive piece
of property.

Mr. VuiLreQuez. Very much.

Senator A~Nperson. But T am familiar with the fact they get mined

out. T am only trying to say here are mines in the tristate district
that are not mined out, where miners are anxious to find employment,
where you have a refinery sitting there, operating on Mexican ore,
and the American workman has to go out hunting for some sort of
relief or a new job. Does that make sense to you?

Mr. VenpeQuez, Well, it makes sense that_we have not been able
to buy any, Senator, that we have had to go abroad for our supplies..

And we are not the only one, as I mentioned betore.

Senator AxpersoN. All the time you have kept cutting the price of

zine, while you are not able to buy any. _
Mr. VuiLLequez. That, sir, is a question of market philosophy, on

which there could be differences of opinion. It is our view that when-

a metal is oversupplied, the only way to correct that situation market-
wise is to put the price down.

Senator ANpERso~. Do you feel the same way about potash?

Mr, VuiLLeQuez. 1 thin%(’ we may have to do the same thing, Senator.
Competition from various places is getting very strong.

Senator ANpersoN. We have a potash mine in my State. Do you:

believe a tariff should not be established there? o

Mr. VuinieQeez. I do not think the potash industry can justify a
tariff at the present time, sir.

Senator ANpersoN. I thought your firm was one of the group that
thought we might have a tariff on potash. _

Mr. VurtLEQuEz. No; I think our company is one of the firms dis-

cussing the question of antidumping, which is quite a différent thing,.
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because there is involved the question of Kast German imports, whereas
in the case of lead and zine, 1t is purely a Western Hemisphere prob-
lem, in my opinion. _ . ) )

Senator ANpErsoN. .Are you in favor of antidumping against Mexi-
can lead and zinc? o

Mr. Vvmrkquez, If any dumping exists, sir, I would be in favor
of it. .

Senator ANpersox. Well, it is coming in at a lower price than we
can afford to produce it—isn’t that almost dumping? . )

Mr. VeinnkeQuez My understanding of the antidumping laws is
that there has been no dumping of lead and zinc in the United States.

Senator ANpersoN. They just close down the mines.

Mr. VuinneQuez, And not only in the United States, sir.  Also In
Mexico, Canada, Peru, Australia, all of those mines are reducing pro-
duction and will reduce further because the price is too low.

Senator ANDERsoN, Are your Mexican mines closed down?

Mr. VuiLreQuez. We will not be able to close them down, because
the Mexican Government probably would not allow us to. But what
we will do is stockpile the material in Mexico——

Senator ANpERsON. You have Senator Malone really laughing now,
because he realizes the Mexican Government won’t let yon close down,
but the American mines will have to close down.

Mr. VemmneQuez,. We will take the material off the market, siv.

Senator ANpersoN. Which market ¢

Mr. VuinLeQuez, Any market. including the United States market.

Senator ANpErsoN. 1 am not going to try to restrain my friend from
Nevada. I willlet him go ahead.

Senator Maroxe. Let him read his statement.

Senator Bex~NErr. How about the Senator from Utah—can I make
one observation? You stockpile that ore. How much assurance will
we have that when the price goes up some of it won't come into the
market to keep the price down? TIn other words, you are not dispos-
ing of that ore. You are simply holding it for a better price. .\nd
then it will come in and way over the market.

Mr. VemnieqQuez. That is the only way that some of the zine pro-
ducers and also lead have heen able to in some countries continue some
of their men operating. And of course we could not stockpile that
ore very long, becaunse there is a limit to our financial resources. We
stockpile some.

Senator Benyerr. Maybe this is the wrong bill.  Maybe we should
adopt the Mexican procedure and pass a bill forbidding American
mines from closing down. Then what would you do?

Mr. VuinLeqQuez. 17, not say that the Mexican Government would
forbid us. But the :.rocedure in Mexico is that before you can shut
down, you have t¢ ask the permission of the Government, and that
is a very slow and devious process. I am not recommending the
methods of Mexico.

Senator MaroNe. You are riding for that in this country with vour
policy.

Senator BenNerr. Excuse me, Mr. Chairman., I think the wit-
ness should go forward with his statement.

Senator Kerr. I just want to ask one question here. You say that
you are going to have to stockpile the production at your Mexican
mine.
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Mr. Vurmequez, I'm afraid we will have to, because the price is too
low—zine in particular.

Senator Kekr. Does that mean, then, you would enter the market
and buy domestic production?

Mre. Vuineeeuiz. 1 don’t know where we would find them, Sen-
ator,

Senator Keer. I wonder if you would authorize me to make an ofter
to the mines in the tristate area that are now closed down, backed
up with your agreement, that if they would sell you concentrates,
that you would become a market for them.

Mr. VuitneQuez. 1 would be very delighted to authorize that, sir,

Senator Kerr, Would you put that in writing?

Mr. Vuinrequez, I would be very glad to.

Senator Kerr. And on the basis that would thereby procure your
requirements for concentrates from the tristate area?

Mr. VuiLneQuez. I would be very delighted, indeed, if we could get
some from the tristate arvea,

Senator Kerr, Then I will be awaiting evidence of—

Mr. VuiLLequez. I will write you so, sir.

Senator Kerr. Don’t write me. Write to the producers and let me
deliver it to them.

Mr. Vuineeuez., All right.,

Senator IKerr. 1 think 1t might work out where you won’t have to
be the victim of the whims of the Mexican Government.

Mr. Vuinnrquez., We would very much appreciate it if that could
come about.

Senator BENNETT. The Senator from Utah cannot keep out of this.
1f the Senator from Oklahoma is able to make satisfactory arrange-
ments to provide American ore at equal to the effective capacity of the
Blackwell Smelter, and the Mexican Government won’t let them close
down in Mexico, I can see a lot of fun ahead for Mr. Vuillequez.

Mr. VuiLLeQuez. I am willing to take that chance, Senator, if we
can get American zinc concentrates.

Senator MaroNe. I think Mr. Vuillequez is having fun now, and
he has been having it for a long time. It is a question of whether
Congress lets him continue to have fun at the expense of our own
workingmen and investors.

Senator Kerr. Well, I must say that he could get himself in the
position where that might be the only solace available to him—fun.

Senator MaroNe. You see, his company has reduced the price so
the Mexican mine had to close down but the Government won’t let
him close it down, so he is going to keep it going—stockpiling the
material until the price goes up and bring into the United States at
a price that will keep our mines closed.

Senator Krrr. He is going to write a letter, a valid offer, to the
tristate area operators, to buy their output at the market, and I am
of the opinion——

Senator MaroNE. At his market.

Senator KKexr. Oh, no. I am of the opinion that Congress is going
to fix it so that market will be a profitable one for the operator.

Senator MaroxNe. Well, you wih disappoint him greatly, I think,
and his New York stockholders who have been profiting at the ex-
pense of the .\merican workingmen and investors.
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Mr, VuiLLeQuez, On the contrary, Senator Malone, we would be
very delighted if such a thing could be accompanished.

Senator Marone., What objection do you Lave to the provisions of
the Constitution of the United States—Iletting the Congress, as it
directs, adjust the tarift through the Tarift Commission, an agent of
Congress, the difference in the wages and the cost of doing business
here and in the chief competing country on zinc and lead? You
would then continue to operate according to the Constitution at a
profit by buying the local ore, because the price would be equalized.

You take the profit out of that cheap labor you are using in Mexico
nlow ?right at the boundary. So what objection would you have to
that?

Mr. Vunrequez., Well, Senator, again I think it is a question of
philosophy. 1t seems to me

Senator MaroNe. Ixplain your philosophy.

Myr. VuinreQuez, May 1 state it ?

Senator MaroNe. Go ahead.

Mr. Vumequez. The countries which have this cheap labor that
has been referred to in these hearings

Senator MaroNe. And we want to help that labor.

Mr. VuiLeQuez, Yes, And which also have the raw materials,
which we need, at least in part
Senator MaroNe. Do we?

Mr. VurnLequez. 1 think we do, yes.

Senator MaroNe. We would soon find out whether we did or not if
you evened that labor cost at the boundary with a flexible duty I
am sure that the domestic output would materially increase.

Mr. Vourmnrequrz., Well, it is possible. But that would depend on
the consumer.

Senator Marone. Then you would buy the foreign ore at the same
price if it be needed, because you are not putting a high tariff on it
to keep it ont—it merely comes in at a fair and reasonable compara-
tive price.

Mr. VuinieQuez. Quite apart from the dificulties of——

Senator Maroxe. There are no difficulties—no practical difficulties.

Mr. VuirreQuez. May I give my personal philosophy, sir?

Senator MaroNe. Yes; I have been requesting you to explain it.
You have mentioned that you had one 7 or 8 times.

Mr. Vuinrequez. I think that the chief resources of these countries
are their raw materials and their cheap labor. If yvou take away from
them one of the chief advantages they have, that is, cheap labor, I do
not think they would be able to compete. Secondly, I think if we are
deficient in those raw materials—since you question that we may be—
if our manufacturing industries need those raw materials, they should
have access to the cheapest raw materials, because where we really need
protection against cheap labor, in my opinion, is for manufactured
goods that we export and also sell in this country.

Senator MaroNe. That is right. We priced ourselves out of the
market through inflation. You are getting close now. DBut I have
news for vou. The record shows over a period of many years that
whenever imports from cheap labor throw our industries out of gear,
when they are out of business, then the foreign producers takes what
the market will bear. That is the historical records of all transactions
of these materials.
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Aud now the record will he much elearer heeanse this is Ameriean
money, most of it going into these operations now, . And they sil
around n table in New York, where they ean see the foreign nations
much easier than they can those little States west of the Hudson River,

With the free-trade poliey: -and 1 have said all this before - you
have traded the producers of this Nation for o buneh of waterfron
brokers who get an override of 10 pereent either way it goes throngh
the port,

You ean make money by using the cheap lnbor with Ameriean money.
We know that and do not blame you for doing it, beeause it is the Con-
rress that is to blvme for making it profitable,  But 1 am asking you
hm\' your investment. would be hurt if the difference hetween the labor
costs there and here, and the cost of doing business, paying taxes here
instead of paying it in Mexico, where you are now paying it - if that
difference wax made up at the boundary, and no greater or less tarif¥
or excise (ax (o do that thus establishing fair and reasonable com-
petition,

Where arve you hurt 2 "Then you take the customer, The customer
does ot benetit, sinee when the domestie industry goes down, the
foreigm price goes up to what the teaflie will bear.  You should know
that.  You do know it.

Me, Venaeuez, Well, Senator, T think my preparved statement will
show

Senator Maroxe, Go ahead and read your prepaved statement, |
understand your philosophy now,

Mr, Venaeqrez, Thank you.

Nenator Keere., 1 want to ask you one gquestion, - What is the average
wage that yvou paid in your mines for labor in Mexico?

Mr. VenaeeQuez, In Mexico!?

Nenator Kerr, Yes, siv,

Mre. Venaeeuuz, T do not have that figure with me, Senator, 1
will be glad to send it to you.

Senator Maroxe, Well, estimate it

Mr. VunneQuez, But as you know, the wage rate itself is not the
whole answer.

Senator Kerr. But there would be no reason why I should not. have
that answer.

Mr. VewnkQuez, 1 will be very glad to send it to you.

(Nee p. 27H.)

NSenator Kere. You mean you do not know ¢

Mr. VoneeQuez, I do not know what our present wage rate is,

Senator Kerr. Do you remember what it was last month or last
vear, or the last time you remember it ?

Mr. Vewrequez., 1 would hate to guess, sir.

Senator Kerr. Well, I would hate for you to do so.

Mr. VvinneQuez. It is substantially lower than it is heve, of course,
very substantially.

Senator Kekr. Isit a dollar a day, $2 a day ?

Mr. VueneeQuez, 1 hesitate to give a figure of which 1 am not sure.
1 would be very happy to make today's figure known to this committee
by a later report.

Senator Kerr. Then give the committee an accurate record of what
yvour wage scale to Mexican mine labor is now and has been for the
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tnst 10 years, I believe that. Mr. Albert. Pezzati, secretary-treasurer
of the International Union of Mine, Mill, and Smelter Workers, has
riven the committee the information that in 19556 a driller in the mine
h:lmr market in Mexico got $1.38 0 day.

M, Vereguez, 1 have no reason to gquestion that information, sir,
But 1 think T should add that, as is well known, the wage rate by
itself is only o small item of the cost, And thaty as [ say in my pre-
pared statement-—-- -

Sengtor Kerr, What are the other items of cost that you do not,
have here?

Mr. Vuinnequez, There are, for example, particularly in Mexico,
taxes which are substantially higher than here—not. income taxes, sir,
but production and export tax on the value of the material,

Senator Keer, Welly now, what does that amount. to!

Mr, Vunneequez, Welly it amounts to enough so that the costs that,
we have in Mexico are higher than the costs that exist in most of the
mines in the United States,

Senntor Keee, Would you give the committee the details of the
costs ¢

Mr. Vunneequez, T will be very happy to, sir.

(See p. 275h.)

Senator Kerr, You do not know what that export tax is?

Mre. Vuneequez, Welly there are two taxes—production taxes and
export taxes. The export tax is 28 percent of the value, bused on the
New York price. ‘The production tax, 1 think, is in the order of 14,
1h pereent, T will be very happy to make the exact fignres known to
this committee.

(See p. 275.)

Senator Kerk, IFiteen pereent of what ¢

Mr. Vonequez, Of the value.

Nenator Kerr, Of the value in New York?

Mr. Venaequez, It is based on New York prices, yes; less certain
deductions covering import duty, transportation charges, and so forth,

Senator Kern, Well, now, haven’t there been times when you were
able to persuade the Mexican Government to waive that export tax?
Ora part of it?

Mr. Vemequez, Well, what happened to the Mexican Govern-
ment’s export tax is that in 1950, I think it was—I am not sure of
the date, sir: 1 would have to verify that—the Mexican Government
devalued its currency by 50 percent.  In order to prevent the mining
compuanies from benefiting by the devaluation of the currency, they
doubled the export tax from 14 to 28 percent.

Senator Krrr. But is it not a fact that if that is the difference in

.your operating or not operating, the matter of waiving of that export
tax is one that is open to discussion or negotiation ¢

Mr. Vvineuez. Oh, yes, there are—they call them subsidies in
Mexico. We take the view that they are purely partial remissions of

GNErous, excessive taxes,

Senator Krkr. But it has the same effect.

My, VuiLLeQuez. The same effect as what, sir?

Senator Kere. s though the export tax were reduced.

Mr. Vuinrequez, Of course. You have to go to the Government
and horsetrade with them as to how much of that export tax you may
be able to have reduced or how much of the production tax.
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Senator Kerw, And you nve in the process of that kind of negotia-
tion much of the time,

Mr. VunreQuez, We are always in a hovsetrading position with the:
Mexiean Government 5 yes, sir.

Senator Kekr, And operation.

Mre, VulnnkQuez, Yes, sir,

Senator Wekr. With varying degrees of success,

Me Vonequez, Varving degrees of suceess, yes,

Senntor Kerw, Now, then, \\'tnlovw tax you wind up paving them,
vou show as a tax charge and get evedit for it when you come around:
to the point of paying income taxes to this Government, do you not.4

Mr. \'Un.l.l-:mw:'/.. No: not export taxes or production taxes. ‘There
is no eredit against United States Government. faxes. There is only
credit for the ----

Senator Keer, What taxes do you pay down there that do provide
the base for eredit hevo?

Mr. VuineeQuez, The Mexican Government income tax, which is in
the order of 8h to 36 percent, in addition to these export taxes and
production taxes,

Senator Kuerr, Asa vesult of that, how much income taxes does your
company pay to the United States internal revenue department on
your Mexican operation?

Mr. VemeQuez, Well, if we make n profit - and that is an “if";
right now we are not making a profit- -the income tax in Mexico would
be 36 pereent, the income tax heve would be 52, so, therefore, we would
be paving 16 pereent to the United States Government. We wonld
get eredit for the income tax paid (o the Mexican Government agninst
the United States Government 52-pereent. tax.

Senator Kerr. Tow much taxes has your company paid to the
United States Government on yvour profit in Mexico, mining profit.?

Mrv. VeineeQuez, 1 do not know the figure, but agnin I would be
glad to make it available to this committee,

Senator Kekr. We wounld appreciate your doing that.

(See letter, p. 275.)

Senator Maroxe. Ave you finished, Senator?

Senator Keke. T wouldn't say that I have tinished,

Senator Marone. Temporarily?

Senator Kexrw. T have stopped for the moment.

Nenator MaroxNe. You ave continually talking about helping for-
eign nations.  What do they do in Mexico in the matter of imports of
goods which they themselves produced?

Mr. VenueeQuez, They have import duties or excise taxes on the
imports, But I would like to point out there, Senator, that one of
the very purposes of our Government in joining an organization with
which I believe you are at odds, the GAT'T, was to try to reduce those:
taxes on a worldwide basis.

Senator Marong. T must say you are right in the conclusion that
I am against 34 foreign nations in Geneva regulating our foreign:
trade and national economy. You are for it, I presume.

Mr. VeinneQuez, On a selective basis—not 100 percent, Senator.

Nenator Maroxe. Well, do you have anything to do with what they
select in Geneva ¢

Mr. VuiLLEQUEz. No, nothing. 1 know a little bit about what has-
been done in the past, but not enough to testify on it.
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Senator Marone, You don‘t know very much about. it, beeause no-
hody elso does ontside of the organization-- and they only publish the
results of their multilateral trade agreements after they are signed
andd effeetive.  They do not allow omr buginessmen to listen in or any-
ono who will tell the businessmen of America what is going on.  You
know that; do you not.?

Mre. Vonequiz, 1 do not know that, no. I understood that there
wero teams that do the negotinting, and some of them include husi-
nessmen.  But 1 do not know the faets,

Senator Marone, They are Kuropenn teams, yes, but no American
teams that, get inside,

Mr, Vunnequiez, 1 see,

Senntor Marone. Now, let me read you a (luscrilpl,irm of the tariff
and import. poliey of Mexico.  This is from Senate Document. 83, pub-
lished in July 1955, under Senate Resolution 271, It is on page 211,
*FForeign Fxchange Control”:

Although hmport licensing Ix in foree with respect (o some 800 elassifleations
of the lmpoert taei?, Importers may purchase exchange freely in the open mar-
ket Certain Mexiean fmports are alko sabject to lieensing control, ‘ithe fm-
port controls and higher duties permit protection of forelgn exchange supply.
The export controls are fmposed on cortaln Items such as foodstuffs and raw
ntertals essentinl to the Mexiean economy.  ‘Fhey are also applied on occeasion
o enconrage domestie processing and manufaeturing,

Thao Mexiean Government. has full control of its own trade policies,
which is right and proper,

Now the Ameviean market being the only market that can absorb
any degree of consumption, then this is a market all foreign na-
tions are after-—wouldn’t you agree to that?

Mr. Vuinnequez., I don't think it is the only market, Senator. The
Kuropenn market. is a very important one-—in fact, more important
than the United States market in tonnage.

sSenator Maroxk, But you cannot manufacture or produce any-
thing here and send it to Karope after they have established an operat-
ing, manufacturing, or producing unit there, because they not only

.enn do it cheaper but they make it practically impossible to import
American goods with taxes and tariffs—and import and exchange
permits, 1 mean you should know that.

Mr. VutneeQuez. You are speaking of manufactured products?

Senator Maroxk. I am speaking of anything. Once they are in
the business of producing any product they do not allow it to be im-
ported. Now, if you want to argue that, we will divert to it a minute.

Mr. VurnieQuez, No: I do not want to argue that question at all,

Senator MaroNk. I know about it because T not only have been in
-ench one of these nations and examined these industries but we have
-done extended research and written a report in our committee about
it, and it is a factual report. If yvou can find anything wrong with
it, we are the {irst ones who want to know it

Do you know what it costs to get an automobile into England, for
+example?

Mr. VuinreQuez. Impossible. Youcannot buy it.

Senator Maroxk., Oh, yes; youcan,

Mr. VernLeuez. 1t istooexpensive I mean.

Senator Maroxe. Now vou ave getting down to business.

Mr. VermnneQuez, Yes.
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Senator Marone, It costs bb pereent of the cost of the ear,

Muv. VunaeQuez, Yes,

Senntor Marone, Thirty-five percent of it is taxes, and twenty por-
cent of it is tariff,  We charge 10 pereent tavill for foreign cars
imported.  So you enn manufacture the ears there and bring them here
which they are doing now very liberally, but. you carnof. tnke them
there.  This is the usual procedure of every foreign nation.  Our
free-trade principlo is (‘M'(‘\lil\,‘_" up with the Amerviean people, The:
American workingmen arve headed for the street. We are now living
ona war cconomy, | guess you know that too,

Mre, VemaeQuiz, Well, Senator, that is why 1 think we should have
the cheapest raw materinlsto compete agninst that,

Nenator Mavoxe, Lower wages?

M Vewneuiez, With our antomobiles,

Senator Maroxe, We should go ot of business in anything that
we eannot get our wages down {ar enough to compete with?

My Verueuiz, Nogsiv: that is not my idea.

Senator Marone. That is exaetly what you just said. 1 is the
effeet of what you just =said.

Mr. Vewrneuez, Ldo not think so, Senator,

Nenator Maronn, Go ahead. T am glad to know how yonr mind
operates,

Senator Kexk, You werve down to .\ on page 1.

Mr. Vewreouez, Thank yvon, Senator,

The provisions of 8, 2376 briefly ave that at. present prices for lead
and zine an excise tax would be imposad, equivalent to about. two
conts per pound more for pig lead and about 1.3 cents per pound
more for slab zine than the present import tarifl's on these two metals.
The committee’s attention is drawn (o the establishment of what we
cousider to be an unfortunate and possibly vicious precedent. of
imposing excise taxes rather than the fixed import duties which have
prevailed for lead and zine for many years.

Senator Keee. Now, who perpetrated this vicious precedent of
imposing excise taxes!?

Mr, Vernkquez. 1 think it is a precedent for this country, sir.

Senator Kerg, 1 sav who did it?

Mr, VeinnrQuez, This bill to the hest of my knowledge is the first
one which has these excise taxes.

Senator Kerr. Oh.  You mean there is nothing like that in effect
now ?

My, VeinteQuez, Not on raw materials, siv. I am not aware there:
i

ot

Senator Kerr. On any kind of materials?
Mr, VewmwneQuez, I think there arve taxes on certain manufactured
produets, sir.

Senator Maro~NE. There is an excise tax on copper.

Mr. Vriniequez. That is now considered an import. duty, Senator.
Tt has been changed in the Tariff Act of 1930.

Senator Maroxr. I do not believe it was changed until after 1934.
I think you mean GATT changed it?

Mr. VurLrLequez. 1 do not know who changed it, but it started as.
an excise tax, It is now an import duty.
Senator MALoNE. So it is not a precedent at all.
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Senator Keri, L was just trying to get the identity of the culprit
who would perpetrate a vicions preeedent,

Mr. Vuntequez, T am thinking of it more, siv, from the point, of
view that we have made arrangements, whether it is through GAT'T
or otherwise, that these changes should be negotinted, and T am
thinking of it much more from the point. of view that other countries
may say, “Welly all right, if the United States”-—-—

Senator Kenre Al rvight,  You make the statement. here, as I read
i,y snying the committee’s attention is drawn to the establishment of
what' we consider-and T presume “we” there includes you——--

Mr, Vunequez, Oh, yes, of course.

Senator Kepr, To be an unfortunate and possibly vicions precedent.
I am just trying to find out who you are talking about,

Mre. Vornneqguez, Tam afraid that if we do this without the methods
that were used before in conneetion with lead and zine, other coun-
tries on other products may also do the same thing and hart ns in
other directions,

Senator Marone, They do that now.

Sonator Kerr. "That is not in response to my question, T am just
asicing yon who is the culprit that is establishing a vicions precedent.

Mr. Venaequiz, Welly 1 think this legislation would.  ‘That is my
opinion, sir,

Senator Keke, Then are vou talking about the authors of this legis-
Tation ! )

Mr. Vonequez, T am talking about the legislation itself. No, I
do not think the suthors are vicions, I certainly do not feel that way
about it.

Senator Kerr. But do yon think they arve trying to perpetrate a
vicious brecedent ?

Mr. Vernnequez, No: Tthink they merely—I would like to ¢all their
attention to what might happen in other directions if this bill is
passed as is,

Senator Kurre T must say yvonr language will succeed in accom-
plishing your purpose,

1 just wonder if yvou are serions when you refer to a proposal by
Members of the Congress and one being considered seriously by a com-
mittee of the Congress as being a vicious precedent that—I just won-
der if you might not be understood by those who authored the legisla-
tion and who seviously consider it as referring to motives or the char-
acterization of their acts,

Mr. Vuinikquez., That certainly is not iny intention.

Senator Kerr. I wonder if yon would be just as well off if you found
some other adjective than “vicious”?

My, Vuoinnequez. I certainly would be delighted to.  As a matter of
fact, I intended to explain when I got to page 2 an error that crept
in chiefly because of the fact that we heard about these hearings on
late Wednesday.  This paper was prepared very hurriedly and I think
in some cases is net os happily worded as T would like it to be if T had
had the time to go over it.

Senator Kerr. Now, think about it and give a little consideration
to the amendment of the language so as to either mollify or modify or
eliminate the effect of the word “vicious.”

Mr. VumLLeqQuez. I certainly shall, sir, and I am sorry if it has been
inany way offensive. It wasnotintended that way.
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Senator Keew, 1 was just (rying to deeide whether or not 1 under-
stood it. T wonld think that the effeet of it would be determined - - -

Nenator Maone, M, Chairman-—--

Noenator Keew., T do not think there is a vicious man on this legisha
tion,

Mr. VernaeQuez, Lam sure there is not,

Senator Keee. And 1 do not think there is a vicious member- or a
member of this committee that isseriously considering it that is vieious,
Do vou!?

Mr, Veneguez, 1 eertainly do not, siv, and 1T agree with you that
the expression should have been worded differently.

Senator Kege., A1 right,

Nenator Mavose, Me, Chairman——

Senator BenNere. Mre, Chairman-——

Senator Maronr, Go ahead,

Nenator Benyerr, As 1 of the 2 Senators whose names are on the
bill, T appreciate the questioning of my colleagie and his concern
about straightening up any misunderstanding about. my basie char-
acter,

Senator Werr., Very good. T want to say that T was thinking about,
the ideals and patriotism of the distingnished Senator from Utah and
hix colleague and my eolleague from Oklahoma, and 1 just. wanted
to say that T had associated with you and others here all of these years
with a feeling of comfortable ease and safety, and if T now learned
that yvou were about to perpetrate a vicions precedent. T would think
it might be well either that the impression be removed or that in the
future your colleagues take measures to proteet themselves from an-
other outbreak,

Senator Mavone, My, Chairman——

Mr. VeweeQuez, Thank you.

Senator Kerr. The Senator from Nevada.

Senator Maronr. The witness just made a remark to which T would
iike to call his attention. And that is his suggestion that these coun-
tries may retalinte. ITow would they retaliate, beenuse we protect our
own labor and investments to the extent of the difference in omr wage
and living standards? ITow do you mean they would retaliate?

Mr. Vuintequez, Well, T think we ave vulnerable, Senator,

Senator MaroxNe, Arvewe?

Mr. VuiLrequez. Because we export more to most of these coun-
tries than they sell to us.

Senator Maronr. Now, I may have news for you. They have al-
ready retaliated.

Mr, Vuunequez, They can retaliate further, Senator,

Senator MaroNe. I do not see how. Because I will read to you
the present conditions. In Mexico, as mentioned previously, expro-
priation—-this is page 212 of the document T have already men-
tioned.

As mentiened previously, the Mexiean Government seized the vailways of the
country and tried to bring about a settlement that was unsatisfactory to those
who had invested in bonds of the various rail linesx. In 1938 the Government also
expropriated foreign oil companies and offered unsatisfactory settlements to the
owners. After lapse of nearly two decades, final settlement of the raitroad or
oil expropriation has not been achieved.

Investment outlook: Potential investors in Mexico should carefully weigh
the foregoing factors as well as the added circumstances that taxation in that
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conntry hag becone n fine art and that there exists considernble national oppo:
sftlon to forelgn eapltal investment.

Now, I want to say to the witness that he has just as much right
to his opinion of what ought to be done in this country as any citizen
in the United States,  Our Interior and Insular Committee has
brought out the faet that the Western Hemisphere is 1 comnion unit
in defense and our interests are common in {hat defense.  But this
committee never did say---J am talking about. the Interior and Insular
Alairs Committee: this is the Senite Finanee—-that (r()lr:.rllit,t(z(-, never
did say that cooperation should go to the point of putting our own
workingmen on the street. and our own investors losing their money
to keep them in business.

What we want to do is be fair and be a good neighbor.  And 1
think you will find that sentiment running throngh all the committees
of Congress,

Mexico has not. always been a good neighbor. I have heen there
many times. But it is a fine countrv.  As a matter of fact, if we want
to take on an additional State, Mexico would be a fine candidate,

We, however, have to keep in business in this country while we
are helping other people. And that is what I have been trying to
question you about, :m«\ will continue after you finish your statement,

Mr. VunaeQuez. Senator, you do not have to tell as about the
difliculties of operating in Mexico. If the mines we have there were
across the border in this country, they would be bonanzas rather than
losers today,

Senator Marvone. ‘They would be shut downymy friend.

Mr. VunareQuez, Noj they would be bonanzas,

Senator Marone. They would be shut down, because you could not
compete with the same kind of mine in Mexico, or any of the low-wage
nations on an equal basis, and you know it better than I do.

Senator Kerk, You were down to the middle of paragraph A,

Senator Carnsox. Mr. Chairman, as a matter of fact, just two sen-
tences down,

Senator Kerr. 1 accept the amendment.

Mr. VornreqQuiz, This method of legislation hypasses both the nor-
mal processes of negotiation by the State Department with interested
foreign governments and the Tariff Commission hearings required
under the escape clause of our GATT agreements,

Senator Maroxe. Now, Mr. Chairman, we know that the Secretary .
of State is in favor of the regulation of our foreign trade and national
economy, but that is not the normal constitutional process.

Senator Kerr. Just a minute. If I might get a question cleared in
my own mind here

Senator Maroxe. Yes. I defer to the chairman.

Senator Kerr. The Tariff Commission hearings required under the
eseape clauses of our GATT agreements. Do you have a copy of a
GA'TT agreement that requires a Tariff Commission hearing?

Me VeinneqQuez, 1 do not have one with me, sir: no. '

Senator Kerr. Would you supply that for the record?

My, VuinLequez. I will try to.

Senator Kerr. T think you are going to have trouble doing it.

Mr. VemneqQuez, All right.
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Senator Kenw, But then if there is a Tarit? Commission hearving
required under the eseape clauses of onr GA'T'T agreements, as a
member of this committee T would Hike to be apprised of the facet and
have you submit to us the verbiage, paragraph and page and the
chapter in whiteh it can be found.

Mr. Vennequez, Right, sir,

(See lottery p. 275.)

Senator Mavoxe, Now, Mr, Chairman, 1 would eall the attention
of the witness to this fact, which I suppose he would consider unim-
portant, but the Senate of the United States or the Clongress of the
United States has never approved the GA'T'T organization.

Mre. VeneQuez, T am aware of that, sir,

Senator Maroxe, Now, I want to merely point out that the witness
is exactly correct when he says that the State Department is very much
interested in foreign governments to the exclusion of our own.  The
Constitution of the United States pointedly separates the regulation of
our foreign trade and national economy from the foreign policy.

In article 1, section 8, it is specifically set down in the Constitution
that the Congress of the United States regulates foreign trade, which
controls the national economy.  But the Congress did pass an act, at
the mmstigation of a very strong State Department and Kxecutive in
1934 transferring to the Ixecutive that constitutional responsibility of
Congress to regulate foreign trade,

And also in that same document, the 1934 Trade Agreements Act,
called reciproeal trade, included in that act, according to Secretary
Dulles' testimony before this committee, full authority for the Presi-
dent to transfer that congressional responsibility to any area on earth
under any organization he might spearhead.

And in 1947 the President did organize the General Agreement on
Taritl's and Trade, GATT, and transferred it to Geneva, where the
34 foreign competitive nations are dividing the American markets be-
tween themselves throngh the simple process of continually lowering
our American tariffs in accordance with the 1934 T'rade Agreements
Aet as extended to June 8, 1958,

But their action has never been approved by this Congress unless the
1934 Trade Agreements Act does provide for it, as Secretary Dulles
has testified.

NSenator C'arrsoN, It does.

Senator Maroxk. Ile is very nervous about it, always coming up
‘liere wiih something like OTC, Oftice of Trade Cooperation, which
is here now. It is the same as the I'TO (Internationa{ Trade Organi-
zation) which Congress rejected in 1951,

In 1951 the International Trade Organization was discarded.

No now you and the State Department go right ahead with your
plans. I do not blame you. I admire you for knowing how to make
money under the things Congress inadvertently passes.

I have got some more news for you. I do not think the 1934 Trade
Agreements et will be extended next year. 1 think the people are
waking up in this country. They have never known or believed what
this Congress had done to them until the boys started walking out on
the street unemployed like the zinc miners arve doing now, like textiles
are doing, and every other industry that the war economy is not tempo-
rarily keeping alive.
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Ameriean capital is fluid. It can go to any country, it can be in-
vested in South Africa; anyplace. But the workingman and the
small investor cannot go abroad——so they are unemployed and hroke.

Senator Ben~err, Mr. Chairman

Senator Kerr. The Senator from Utah.

Senator Renxerr. [ oam interested in leaving out the use of the
word “GATT” which I am afraid our friend will have a little difficulty
-with—his whole sentence which says:

This method of legisintion hy[ms'.s'(-s the Tariff Commission hearings required
under the eseape clauses.

1 wonder if our friend remembers that in 1954 this industry did
o before the Tarifl Commission on a motion of this committee, and
escape-clanse hearings were held on lead and zine, and while the
President declined to follow the decision or the recommendations of
the Tariff Commission, the Tariff Commission recommended relief
under the escape-clause provisions,

So would you agree with me that at least by interpretation this
sentence is not quite nccurate, that this

Mr. Veinequez. T understood that the Tariff Commission hearings
of 1953 which T attended could not be used today legally to make

any change in the tariff, that there would have to be new hearings.

Senator BExxerr. Well, whether there had to be new hearings or
not, the industry went through the normal process. They did ask
for an escape-clause relief. The Tariff Commission recommended
escape-clause relief. The President chose under his authority to veto
‘that recommendation or to decline to use it. So T do not think it is
-quite accurate to say that this method of legislation bypasses the
normal process because this industry sought relief through the normal
process and probably if relief had been granted and the recommenda-
‘tions of the Tariff Commission had been carried out we might not now
"be considering such a bill.

So will you agree that maybe this sentence is not completely
-accurate ?

Mr. VuiLrnequez. I will agree to that if you take the view that the
"Tariff Commission hearings of 1953 are still in existence—that is, can
-still be used as a basis. I understood they could not.

Senator BENNETT. Well, it seems to me that that is splitting a hair.
Do you think that the industry should continue to ask the Tariff
‘Commission for relief and as fast as that relief is denied they should

ask again?

Mr. VuiLLeQuez. No; my whole thought in those two sentences, Sen-
-ator, is that if we impose excise taxes without normal negotiation,
whether it be by Tariff Commission hearings or by the negotiations
with governments, that T am afraid that these governments—because
I know that they are very disturbed by this bill—that they may do
things we may not like in other directions. That is my whole thought
in this field. ’

Senator BENNETT. What you are saying to us then is that if the
“Tariff Commission acted in 1954 and no relief was granted, then this
-committee is remiss because we did not try to pass legislation like this
immediately? '

Mr. VumLLeQuez. I would not think that this committee is at all
'remiss in anything, sir. That is not my province to think that.
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Senator BenNkrr, Well, you think we are remiss in considering this
method of legislation which you say bypusses the normal processes.

My, VunrneQuez, Noj 1donot,siv.  merely think that this method’
of legislation may cause difliculties to other Ameriean companies,
particularly exporters of manufucturing industries to the countries
who may be injured by this legislation.  That is all T am trying to-
point out.

Senator JENNER. Let me

Senator BrnNwrr, May I continue just a minute? Do I under-
stand, then, that you consider that, the normal process would reguire:
that the State Departient try to negotiate something first and that,
this committee must wait until after the State Department. earvies on
a negotintion process ?

My, Vuinnequiz, Welly I think it would make the country affected’
by the legislation susceptible to be, let’s say, slightly angry with us.
That ix my whole thought,

Senator BenNerr. Well, is the vesponsibility of handling a problem
like this primarily with the State Department or is it with this
committee?

Mr. VunneeQuez, I cannot answer that, sir. 1 do not know enough
about our Government's functions. T eannot answer it.

All T can point out is that this method is exeiting countries that 1
think \\'ouldlhnve preferred certain negotintions than to hit them with
an excise tax of thistype,

Senator Benzerr. 1 think it is fair to assume—TI think you will
find if you look the situation over carefully and do a little studying
that. the responsibility in this kind of a situation rests primarily with
the Congress, not with the State Department.

Mrv. VenaeqQuez, Yes,

Senator Bexxerr, Senator Malone, T i sure, will be giad to give:
vou chapter and verse on that if he has not already done it.

Mr. Veinnequez, 1 certainly do not disagree with that,

And as T said to Senator Malone before, T do not think we have:
any different views on the need for some help in this country. T think
our views differ in the method of helping.

Senator Bexxrrr. Well, T am concerred with your statement that
the normal process—or the way 1 read your statement is that the:
normal process would require prior negotiation by the State Depart-
nent. lm!m‘o this comurittee could undertake legislation.

Mr. VuinneQuez., I understood that that was—that those were our
obligations under the GA'Y'Y, sir: That first we negotiate and thew
try to give them concessions.

Senator Benverr TTas the Uniteq States ratified the GATT?

Mr. VuiLLeQuez. I am not competent to—I understand there is a-
difference of opinion on that score,

: Nenator Bexyerr., Well, T think the Senator from Oklahoma
1 eee

Senator Kerr, What is your opinion on that score ?

Mr. VeweqQuez. T do not know enough about it to have one, sir.

Senator Kerr, If you do not know, you mean you have an opinion
without knowledge?

Mr. VerneeQuez, Well) T have—I know that the foreign countries
feel that wo nre obiigated under this agreement.
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Senator Keer., Well, has it been ratified by the Congress?

My, Vulnrequez., [ do not believe it has, sir,

Senator Kekre, I do not either.  And I appreciate the Senator from
Utah indieating his thought of the inaccuracy. Actually, the Sen-
ator from Oklahoma tried to in a gentle way indieate to the witness
that. his statement is wholly inaccurate, but apparently I did not
pierce either the defenses of the witness or the confusion of the wit-
ness, because there arve no tariff agreement hearings required under
escape clauses of our GA'L'T agreements.  So how could it be a normal
process when it is nonexistent ¢ .

Mr. VuirnLeQuez, Well, sir, T can only repeat. that there is a feel-
ing on the part of the members of GA'T'T——

I!’*‘oenalm- Ckrr. I am talking about your statement here.

Senator JeNNErR, Maybe the witness did not prepare the statement,
does not know anything about it, Mr. Chairman.

Senator Kerk, Well, T think the latter is entirely possible. 1 would
not. know that that would be affected by his having prepared it,

I would either like you to document your statement or accept mine
that it is inaccurate.

Mr. Vuiniequez, 1 would prefer to accept yours that it is inac-
curate until I can document it, sir,

Senator Kerr. All right. Now, if you are going to document, it,
then I want you to cite the chapter, page, and paragraph of the GA'T'T
that requires onr ‘Fariff Commission to hold a hearing.

My, VuinLequrz. All right.

Senator Marone. Mr. Chairman, I would like to know if the wit-
ness has ever heard the talk in financial circles that the wages in this
country are too high and that something must be done to level them
off and that maybe the imports from the low-wage countries under our
free trade arrangement may have that effect?

My, VemneqQuez., 1 amsorry. I did not know you were expecting a
reply.

Senator MaroNe. You are the witness.

Mr. Vuinrequez. You said “Mr. Chairman.”

Senator MarLoNe. You must have gone to sleep.

Mr. Vuinnequez, 1 was not, but you said, “Mr. Chairman.” I was
not prepared to answer you. _

Senator Marone. Well, we address the Chair, when we ask a ques-
tion. So I said “Mr, Chairman,”

Now, have you, then, heard the talk among the higher brackets of
organizations that employ the workingmen that the wages in this
country are out of control and their importation of goods from cheap
labor countries under this 1934 Trade Agreements Act and GATT in
Geneva might have a leveling-off effect on the wages paid.

Mr. VuiLreQuez. On our wages, sir?

Senator MarLoNe. Yes. In America. 1If they are too high or arve
out of control, as some say, that all these imports from the lower stand-
ard of living countries might have a tendency to control it?

Mr. VuiLLeQuez. I do not think it—I think that the wages in this
country will continue to increase. I am not aware

Senator MaLoNE. I did not ask you what you thought about it.

Mr. Vurrrequez. Ihave not heard that, sir: no. )
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Senator MaroNe. You have not heard it?

Mr. VeneeQuez, No.

Senator Marone, I have heard ity and, as a matter of facet, the real
contest, if you will go to the bhottom of ity is between the working-
men and small investors of the country defined as an investor of a
size or nature that is not compatible with making foreign investments
to import in connection with their work--the contest. is really bet ween
the workingmen and the small business under that delinitior and the
international investors, whoever tlw)y may be.

Do youagree with that statement.?

Mr. Vemaequez, Fdonot think do, It is——

Senator Maroni. How would you determine it ?

Mr, VuinneqQuez. It is one that requives a lot of thought. I would
like to think it over, Senator,

Senator Marone. It does require o lot of thought. 1 have given
it a lot of thought. As a matter of fact, I did not nrrive at that
conclusion the first 6 or 7 years I was here.

I also had the idea that you New York folks, and Boston, Chicago,
San Francisco--all the money centers—wanted to maintain our stand-
ard of living, but they also wanted to invest their money abroad
and bring the stufl in on an equal-cost basis,

So that is the reason L think the real contest then is between men
like you—you are operating under a congressional act as directed
by the State Department, representing our lixecutive, in Geneva.
And vou are perfeetly within the Inw, and 1 admire you. You know
how to make money. 'The blame 1 place is on a Congress that makes
it profitable. But that is another day and among ourselves, what we
pass here,

But 1 asked you a question if you believe that really the contest
comes down to men like you and international banks that want to
loan the money to do business and the workingmen and small investors
of America who are unable to go to these places and keep the kids
in school and wear the kind of clothes they are used to here.

Mr. VuiLeqQuez., Thank you for repeating, Senator. 1 think you
have helped me to make up my mind. I do not think there is any
contest.

Senator Marone. Well, T do not know what you call it. Tt may
be a friendly contest, but it is developing very fast.

Mr, VenerqQuez, 1 do not think there is any contest between the
inerensing wage rates in this country and the standard of living of
people in this conutry and this particular legislation and imports of
raw materials into this country.

Senator Maroxe. But the effect is the sume.

Mr, VenneQuez, 1 think that each helps the other.

Senator MaroNe. Yes—well, it helps the foreign nation at the ex-
pense of the workingmen and small investor in .America. But what
I am trying to say to you: The etlect can only be one thing of what
vou are advoeating, and that is unemployment in this country and
accepting lower wages to go back to work or a lowering of the cost of
doing business to meet it or staying out of that business.

Now, maybe you agree with the State Department. The State
Department has sent 2 or 3 bills up here in the last 5 or 6 years that
would appropriate money and put it in a fund to retrain workers
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that are put out. of work, workingmen that are put out of work in
the zine industry or textile industry, whatever it might be, through
competition with this low-cost labor. Seeretary Dulles testified to
that right here, sitting where you are, about 1955 when we extended
the 1934 Frade Agreements Aet for 3 years. 1t is up now and expires
again inJune 1958,

So, he said he was for that, He also testified that, under that
1934 Prade Agreements Aet, it gave the President full authority
to make these trade agreements or to allow it to he done in Geneva
where it is now, that that might result in depressing or eliminating
certain industries in this conntry, but if they thought in the judg-
ment of the State Departmment or the xecutive that the overall
benefit to all of the United States was benefited or helped by that
elimination or depression of a certain industry in this country they
il the power to do it. Now, do you agree with that? They had
to do it? ‘They had the authority under the 1934 Trade Agreements
Act—which is your GA'T'T now in Geneva ¢

Mr. Vonequez, Sivy in answer to your question, T do not think I
can give you a eategorieal answer. I am not a freetrader completely.
I am not a protectionist completely, [ think each one has—every-
thing hasto [m examined on its own merits. I think, in answer directly
to your question, that if I were running it and if I were convineed
that it is to the very large advantage of the Nation I would do it,
but provided that the industries injured received proper compensation,

Senator Maroxe, In other words, appropriate a fund from the
taxpayers? That is the only source,

Mr, Veneequez., T it is to the national interest, I should think the
industries that might be hurt should get proper compensation at the
expensoe of the average taxpayer.

Senator JeNNEr. And the people in the industry retained and
shipped someplace else to work where they are needed ?

Mr. VuiLLeQuez. 1 say 1 do not like to be categorical about it. 1t
depends on every case.

Senator JunNer. What are you going to do about the people?

Mr. VuiLrequez. I think they should be paid.

Senator JrN~Nkr. The people should be paid for not working, or
what ?

Mr. Vuinrequez. No, no. T think they should be transferred and
wherever

Senator JrNNEr. Shipped someplace where the Government says
they are needed ?

Mr. VuiLrequez, Well, sir

Senator JENNER. In other words, that is the way they do it in
Rus@sia. You want to bring about that kind of system in this coun-
try¢

Mr. VuiLLequez. In Russia they do not pay them, sir.

Senator JENNER. What?

Mr. VoiLteQuez. I think in Russia they do not pay them.

Senator JENNER. But they ship them where they are needed and
tell them to go to work.

Mr. VurmLreQurz. I do not mean that at all..

Senator JENNER. What do you mean?
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Mr. VuiLikqQuez. I mean that, if there are industries in this coun-
try that ave injured for the general national welfare, they should be
helped in the American way, whether it is by relocating in a way
which will not injure their standard of living, whichever way it may
be. I am sure that each case can be cxamined by itself and perhaps
proper, adequate solution found. There may be cases where it can-
not, and in those cases I wouid not do what might be considered to the
national intevest.

Senator JENNER., Why are you fellows all so afraid you are going
to hurt some other country, and that they are going to retalinte, and so
forth? TLet’s take this right here in this last sentence of paragraph A:

This method of legislntion bypasses hoth the normal processes of negotiation
by the State Department with interested foreign governments and the Tariff
Commission hearings required under the escape clauses of our GATT agree-
ments.

Now, when the escape-clause law was passed, did anybody get mad
and retaliate because we passed that?

Mr. VuiLiLeqQuez. When the escape law was passed? 1.——

Senator JENNER. When the escape law was passed, peril points,
or whatever you want to call it. We wrote that into the law.

Mr. VuiLLeQuEez. Yes.

Sen~tor JENNER. And we said when anybodyv has been injured they
can come to the Tariff Cominission and make an appeal, and the
Tariff Commission can have hearings. You have just testified about
that.

Mr. VurnLequez. Yes.

Senator JeNNER. And then the President of the United States
turned down the tariff findings. Was anybody mad about that? Did
they retaliate ?

Mr. Vumnrequez, No. I fact, they——

Senator JrNNER. Then why do you think they would retaliate
over this law?

Mr. Vommnequrz. Well, because-—-- :

Senator JENNER. Or do you want an ineffectual law whereby no
remedy would be given to the domestic people, the domestic producers
of this country? Ts that what you want?

My, VuirreQuez. Noj on the contrary, T think that T would help
very, very much. It is purely a question of method. In the one
case you help, and hurt somebody else. There are other methods, 1
think, where you can help just as effectively without hurting others.

Senator JENNER. What do you say—why do you keep repeating
they are going to retaliate? How are they going to hurt us? In what
wav? Just give me an explanation,

Mr. VomrrqQurz. Well. T do not know, Senator, whether you are
aware of the resentment that this proposed legislation has aroused in
Mexico and Canada and in Peru and other countries. T have been
exposed to it. I would recommend that you might, perhaps, ask our
State Department what the replies have been or what the protests
hlz;]ve been. T think that they may retaliate because we are vulner-
able.

For example, take Canada. ILast year T believe—I am not sure
the figures are exact, and I do not present them as being exact but
use them as an order of magnitude—Iast year Canada imported from
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this country over a billion dollars more than it sold to this country.
And I think you know a little bit about a new government in Canada.
I think that we are vulnerable. Qur manufacturing industries are
vulnerable. Because this has aroused probably a lot more resentment
than it is really worth because of the method that is being used, be-
canse these countries know that we need at least a portion of our
requirements in their metals and they do not like the way this is being
passed through, That is what I am trying to imply, Senator.

Senator JeNner, But it is perfectly all right—well, take Canada,
for example. You referred that you did not like this dumping busi-
ness, It is perfectly all right for Canada to dump her grains in
A.n;er)ivu and depress the American market? That is pcr‘f-'cctly all
right?

gl‘\[r. VuiLeQuez. Well, I do not know anything about grains, Sen-
ator,

Senator JexNer. Well, just take my word for it. That is what
happens. Isthatall right?

Mr. Vuinrequez. I do not think anybedy should dump snything.

Senator JenNNER. In other words, why in the heck should we be
concerned about other people getting mad at us when they do any-
thing in the world they want to us and we are supposed to take it?

Mr. VunneqQuez, Senator, 1 am not concerned ‘agout other people.
T am concerned about the United States.

bSenator JENNER. I amtoo. Iamtoo. That is what we are talking
about,

Mr. VuineeQuez, And I think if we pass through legislation that
will hurt the United States as a whole, then we should be concerned.

Senator JENNER. But you think it ought to be a one-way street ?

Mr. VuiLrLeQuez. I do not, sir,

Senator JENNER. That we can just do anything just as long as we
do not make anybody else mad? As long as we do not get them to
retaliate against us? It is all right for our industries to go out of
business? It is all right for our people to be unemployed?

Mr. VuiLLeQuEz. T do not thinll{ that at all.

L Sena?tor JENNER, Just as long as we make the rest of the world
appy

Mr. VuiLLeQuEz. I do not think that is all, sir. I first—

Senator JENNER. Is that not the ultimate end of what you are dis-
cussing? Is not the point of view you have been presenting just
exactly that?

Mr. VuiLreQuez. No, sir; I do not think so. That is not my objec-
tive to make everybody happy at our expense. On the contrary, my
objective first is to make us happy and at the same time not to make
others unhappy.

Senator JENNER. All right.

Senator MaLoNE. Have you borrowed any money from any of the
corporations set up by our Government and financed largely here,
like the Export-Import Bank or the World Bank, the International
Bank, or any other institution for investment abroad ?

Mr. VuirLLeEQuEz. Not the American Metal Co., Senator, but one of
the companies in which we have an important financial interest in
Rhodesia, the Chibuluma mines, has borrowed money. I am not sure
whether it is Export-Import Bank or what the lending agency was.
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1t borrowed money which it will repay in metals, in copper and in
cobalt.

Nenator Maroxu, 1 just wanted to know if you had been finaneed
by any of these organizations set up by the Government to encourage
Ameriean investments abrond. We covered that almost entively 1
think under the examination of another matter here with Secretary of
the Treasury Humphrey., Theve arve four ovganizations, and the
Export-Tmport. Bank is financed up to $5 billion by us alone,  The
other organizations, $8 billion or $9 billion.  And we put up 3H per-
cent of it, and then it is controlled, the board of directors is controlled,
by a foreign board.  'That is, o board with foreign nations controlling
it. becanse they vote according to the money they put in, - And they do
encourage this.

Now, the normal processes hnve been pretty well covered here, but
the normal process is, according to the Constitution of the United
States, to control foreign trade. And that is the Congress of the
United States,  That is what 1 would eall the normal process for
control of foreign trade.  And that you can read.

1 do not suppose anybody rveads the Constitution any more.  But in
article 1, seetion 8, that is where it puts the power and the responsi-
bility to regulate it.  And that is the normal manner.  We have
been under an abnormal manner for 24 years, T want the record to
show that.

Now, another thing that I am sure any other nation would bring up
sometime: Are we not. the only protection in case of a world war for
the Western Hemisphere or for any other nation that is not a part of
the opposition in that war{ Is not the United States the only protec-
tion they would have?

Mr., VunuieQuez. 1 certainly think so, Senator,

Senator Marone. Well, then, is that not worth something to a na-
tion like Mexico or any nation in the Western Hemisphere or any
nation in Kurope that we might think it is necessary to protect for our
own safety ¢ Should that not be a consideration in this kindly black-
mail that you say will happen to us if we try to protect our own
workingmen ¢

Mr. VumakQuez. I think it has been a consideration. 1 think it
should continue to be one.

Senator MaroNe. Do you not think that should be the main con-
sideration? Because we are the ones-—were we not. the ones in 1823
when Monroe said that any nation—these ave not the words but the
spirit—that seeks to establish its form of government in the Western
Hemisphere will be considered an overt act against the United States,
which meant war. Then he stopped dead, cold, the Iuropean nations
from moving in and taking charge of these Western Hemisphere na-
tions mostly in South America. 1Is that not truet

Mr. VuiLLeQuEz, 1 think so, yes.

Senator MavoNk. And Mexico was occupied by Germany or some
other——

Senator BexzEerr. France.

Mrv. VvinreQuez. France,

Senator MaLoNE. France-—for a while. But when we set down that.
Monroe Doctrine, which is still the best thing we ever had—we have
abandoned it utterly, but we will go back to it, because our country




IMPORT TAX ON LEAD AND ZINC 241

has made a eyele, sort of a mental aberration eyele, and it is coming
back to its senses in spite of what Congress is still doing.

Do you not. think Mexico fully vealizes that any time we eut them
loose that they would not. be free any length of time at.all? - Somebody
would take them over?  Or any other nation in South Amerien?

Mr. Vunarquez, I do not know what they realize, sir. I do not
think we could afford to allow it to happen,

Senator Mavone. Well, you do not think we could aflord to allow it
to happen?

Mre. VuilnneQuez, No.

Senator Marone, What would happen to them? Do you think they
can aflord to have it.?

Mr. Vonequez., No, sivy they eannot,

Senator MaroNe, Then ean they afford to blackmail us beenuse we
try to take care of some of our workingmen ¢

My, VuinneQuez, It depends who starts what, Senator,

Senator Marone, | will tell you who would start who, If we start
running this United States to preserve our standard of living and our
econontie structure, we will soon have plenty of followers, beeause wo
want. to make our own system work before we ean sell it to anybody
else, and we are not doing very good,

Now, I want to say to you apropos of this sermon that you are giving
us this morning- -you are preaching to us, and you did on this first
page, that Congress is out of it, that it is the State Departinent now
and GAT'T and all the rest of it, that Congress has no authority.

Senator JENNER. One world.

Senator Marone. Is that not what you just said /

Mr. VeneQuez, That isnot what intended to say.

Senator MaroNe. I is what you implied.

Mr. Vewnequez, |intended to point out-——-

Senator MaroNe. Lot me read to yon and see what you intended to
say. It has been read to you three times.

This method of legisiation bypasses both the normal processes-——

which of course I deny. The normal process was bypassed in 1934,
and I think Congress is going to come back to its senses next year,

Senator Juxyer. Correction now there, Senator. Tt was not hy-
passed.  Congress just gave up its l'ii!'l“-“ under the Constitution,

Senator Marone, That is vight. They just gave it up.

This method of legislation bypusses hoth the normal processes of negotiation
by the State Department with interested foreign governments and the Tariff
Commission hearings required under the escape clauses of our GA''L' agreoments.

Well, you had n pretty good going over about that. But what you
are saying here is that Congress has no right to come in with any
remedial legislation.  You are in effect saying that; are you not?

Mr. VuineqQuez, I had not intended to say that in eflect.

Senator Marone. Well, I can see that——

Senator JENNER. He says it has the right to come in as long as it
does not make anybody else mad.

Senator MaLoNE, l%m'o is what I want to say to you. And I am
afraid in a few years if we keep up what we are doing we are going to
reach the point that you now apparently think we have reached. But
under the Constitution of the United States, which has not been
amended in this regard, Congress can come in at any time and take
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back its constitutional responsibility to regulate foreign commerce
and the national economy, and 1 think it is going to do it next year,

Because the very thing that they did in 1934 under great stress and
under the direction of a very strong Ixecutive and State Depart-
ment-—they relinquished that responsibility to do this job and said,
“Go ahead. Try 1t.”

Well, now we have men like you that live in New York and other
money centers that think it is more important to keep an industry alive
in Mexico than it is, as the distinguished Senator from New Mexico
said, in New Mexico.

I find no words adequate to describe it, Mr. Chairman.

That is all at this time.

Senator Kerr, At this time,

Senator JENNER. At this time,

Mr. Vumnnequez., Tam still on paragraph A,

Senator Kerr., Yes, you are.  You have just finished the first para-
graph of section A on page 1,

Mpyr. VuirreQuez. It seems to us that there have been t wo major argu-
ments made by the proponents of higher imposts on importations of
lead and zine, with which we deal below.

(1) The request for Government assistance from domestic pro-
ducers of lead and zinc has been tied to the necessity of such assistance
from the point of view of this country’s defense.

We behieve that this argument has no validity. In the fivst place,
the Oftice of Defense Mobilization now considers Canada and Mexico

ual to the United States for the purpose of the mobilization base
of the United States.

Senator Kerr. Now, can you document that statement?

Mr. VorLreqQuez. I have discussed it, sir, with the Defense Depart-
ment, and T understand that that is the case.

Senator Kerr. Now, with whom did you discuss it ?

Mr. Vuirrequez. I have nothing in writing,

Senator Kerr. Well, with whom did you discuss it ?

Mr. VuiLLEQuEZ. I do not know whether I have the name here, sir.
I would like to— I can send you that, too.

Sergmtor\KERR. How would you go about refreshing your memory
on it

Mr. VuiLLequez. Well, I could make a telephone call.

Senator Kerr. We will recess 3 minutes while you do that.

Mr. VuiLLeQuez. To New York.

Senator Kerr. All right.

Senator MaLoNE. Go ahead.

Senator JENNER. Let’s have a short recess.

Senator Kerr. I want to know the identity of the person in the
Defense Department or the Office of Defense Mobilization that offi-
cially advised you that they now consider Canada and Mexico equal
to the United States for the purpose of the mobilization base for the
United States. (See letter, p. 275.)

Mr. VuiLLequez. I will be glad to call our office, sir. It will take
more than 3 minutes.

Senator Kerr. You said you had that conversation.

Mr. VuiLLeQuez. Well, T should have said we had that. Actually
another gentleman had the conversation. I want to be sure of the
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name. I think I know the name, but I do not like to disclose it
until

Senator Krrr. Well, did you have the conversation?

Mr. VunnLequez. Not I personally ; no.

Senator Kerr. Were you there when it was had?

Mr. VunrLeQuez. No.

Senator Kirr, Well, I think that——

Mr. VuinLeQuez. I think that information——-

Senator Kerr. What evidence do you have that that is the present
official attitude of the Office of our Defense Department or the Office
of our Defense Mobilization Department?

Mr. VuinLeQurz. Several conversations, siv, by our office and a cer-
tain individual,

Senator Kerr, I am not talking about—T am talking about what
you know,

Mr, Vuinreuez. Well, I think that a certain gentleman at the meet-
ing that T attended, too, made a statement to the effect that the mobili-
zation base———

Senator Kerr. What certain gentleman?

Mr. Voirkquez., Well, I—it 1s Mr. Wormser I think said Mexico
and Canada were included as part of the mobilization base of the
United States at a meeting I attended in New York some time ago.

Senator Kerr. Well, to say that Canada and Mexico were included
in our defense base, mobilization base, might have one meaning. Do

ou think that that would be the same as saying that our Defense
obilization Office now considers them equal to the United States for
the purpose of the mobilization base of the United States?

Idl'. virarQuez. I—that word is intended to mean that their pro-
duction is considered available to us in times of war as much as our
production.

Senator Krrr. Well, T can interpret. this only as meaning that we
are equally dependent on Canada and Mexico as a part of —for the
purpose of the mobilization base of the United States,

Mr. Vuemniuez, Well, it is not intended to mean that, Senator.

Senator Kerr, What does it say?

Mr. VuiLLeQuez., It is intended to mean——

Senator Krrr. What does it say ?

Mr. VuinrneQuez., Canada and Mexico equal——

Senator Kerr. No—

the Office of Defense Mobilization * * *
Mr. VuiLLrQuez (reading) :

The Office of Defense Mobilization now considers Canada and Mexico equal to
the United States for the purpose of the mobilization base of the United States.

Senator Kerr. Do you think that is correct?

Mr. VuiLreQuez. 1 believe it is correct, sir.

Senator Kerr. And you are going to provide this committee with
the documentary evidence that that is their position?

Mr. VuiLLeQuez. I shall try to do so, sir.

(See letter, p. —.)

Senator Kerr. And advise this committee with the name of the man
in our Defense Department or Defense Mobilization Departiment who
made that statement.

Mr. VomreqQuez. All right.
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Senator Bexsere. Me. Chairman, ean 1 ask a question

Nenator Kerr. Sure,

Nenator Bex~werr. The use of the word “equal™ raises this question,
If we had an emergeney and had to reach out, could this Congress or
the President of the United States demand---has he the power to
expect or require Canada or Mexico to supply us with material/

Senator Kerr. You are addressing that question----

Senator Benzerr. T am addressing that question to the witness.
‘That, it seems to me, would be a measure of equality.  This Congress
an requirve the producers of the United States to set their material
aside by allocations and otherwise - -

Senator Kerr., Fix the price,

Senator Benswrr, Fix the price, control it completely for our
benefit in the event of emergency,  Can we do that with Mexico and
Canada?

Mr. Vuneuez, Well, in effect, Senator, that is what happened
during World War 1. As a matter of fact, before we entered World
War 1—--

Senator Kerr, Why don’t you answer his question ?

Mr. Venaeguez, T do not think we ean vequive them; no. I do
not think that is correet.  But if it is an emergeney 1 helieve that
they will see that their interests are the smime as ours, besides which if it
is an emergency which impedes the movement of metals by water they
would have no other place to ship to.

Senator Benxerr. Well, then, do you not think maybe the use of
the word “equal™ is also as unfortunate perhaps as the word “vicious”?
It seems to me if we can require the use of domestic materials in an
emergencey, then “equal™ would imply that we can also require the
availability of Canadian and Mexican materials.

Mr. VurnreQuez, The word “equal” as used here was not intended
to mean that. And I agre» with you it is ambiguous and could be
changed to better phrasing.

Senator Kerr. The important part about it is that I do not think
it is ambiguous. I think it is misused or inaccurately used. I agree
with tl “enator from Utah entirely.

Nenaior MaroNe, Mr. Chairman, could I call-——

Senator Kerk. Just one moment. I would like to have his observa-
tion,

Mr. VuinneQuez. Yes; you think it is misused.,

Senator Kerr. Well, what do you think?

Mr. VenieQuez. 1 think it should be clarvified. I quite agree as it
stands it does not mean what I intended it to mean.

Senator Kerr. Well, then, you think that rather than being able
to document the accuracy of this statement that it might be well to
amend the statement. to state the facts?

Mr. VemnerqQuez., I would like to do both. That is, to——

Senator Kerr. If you can do the one, you do not need to do the
other.

Mr. VuiLLequez. That is to say, I would like to get the documentary
statement and depending on what it says to amend this statement, sir.

Senator Kerr. Well, 1 think that would be well, because this is a
pretty serious matter that we have before us. But when you talk
about the defense of the United States, that is even more serious.
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I want tosay that if our country-—while 1 think we have great friends
in Mexico and Canada, and 1 think that is a matter of comfort to
us, if you could assure us and establish the acenracy of your statement
that they are now equal to the United States for the purpose of the
mobilization base of the United States, I think that would be a matter
of great comfort to a lot of people. 1t would to me.

Senator Marone. Mr. Chairman, if T might carry this one point
just a step further, if these nations were to get so mad at us because
we tried to proteet. our labor and workingmen by fixing a duty or
excise that made the difference in wages and difference of taxes and
cost of doing business, they could, as a matter of fact, within their
rights, refuse to allow these exports either in peacetime or wartime:
could they not? .

Mr. Vuieuez, Ioxports of lead and zine, Senator?

Nenantor MaroNe, Or any other material either in peace or war to
tus--or to anybody, as a matter of fact.

Mr. Vemequez, Welly, my purpose, Senator, is to point out that
we agree with you that there should be some help in this country,
but that there are other ways of doing it, we think, which will not——

Senator Mavone. Welly you have not touched that question yet.

Mrv. VuinneQuez, Injure these countries.

Senator Marone, Could not Canada and Mexico—they are inde-
pendent : are they not?

Mr. VunneQuez., Certainly they ave.

Senator Maroxe. That is, I think Canada is attached to England
as—-what do they eall them?

Senator JuNNenr, Part of the Dominion,

Senator Maroxe. Part of the Dominion.  But they have been acting
rather independently. If they wanted to shut down the exports of
any materials to the United States or Mexico or to England—they
did refuse to give Kngland wheat till we gave IXngland the money
to pay forit, They would not give it to them.

So could they not at any time do that either in peace or war?

Mr. VunneQuez, They are certainly independent countries, and
they can take any move they want that they feel would be to their
national interest.

Nenator MarnoNk. So, as a matter of fact, if they do not consider
our defense of their aren, we being the only one that we believe could
defend it—maybe they do not. .And if they do not take that seriously
and they do retaliate, could that not be one of the ways of retaliation

Mr. Vuineequrz, Well, 1 think they—as you know, Senator, they
certainly need our market. for lead and zine——

Senator Maroxe. T am not asking

Mr. VennreqQuez, To a certain extent.

Senator Maroxe. 1 am not asking you that at all. I am asking you
if they could not retaliate in that manner.

Mr. VuiLpLeQuez., They could; yes.

Senator Marone, All right.

Now, I want to point out to you India did that in peacetime. She
was supposed to be one of the free nations, and she is free, theo-
retically. I was there, too, and over in Karachi. One of the methods
of fixing up a nation so it cannot last very long when some of these
colonial nations leave it is to divide it, so they divided it. They have
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Indin in the middle and Pakistan on ench side.  So there is no means
of communication if they do not care about them communicating.

So it cannot work very long. It is just » question of how long.

But we got dependent on monazite sand from India, without which
it is very hard to do the power job on this atomic encrgy, And they
suddenly cut them ofl, tl}mu;:ht we had (o sign something else or---
Iuekily we found the monazite sand elsewhere, which we can do in
most eases.  But what would keep Indin from cutting off all the man-
gnnese we are getting over there in peacetime now? If they can
cut off monazite sand, they can just say it is applicable now to a lot
of manganese; could they not, in peacetime or war?

My, VorureQuez, ‘They surely could.

Senator Maroxe, Well, T am glad.that. yon understand some of the
facts of life along this line,

And we are dependent now on some certain other nations for things
that we ean become, if not. entirely independent, very close to it on.

And I commend for your reading—and I think you have read it,
because you a little later on quote part of it—-Senate Document. 1627
of the 83d Congress,

But what we said there was that the Western Iemisphere can be
defended, and it can be made self-suflicient, everything we need for
war or peace. And we stand on that. 1t can be done, and very easily,
too.

But we did not say that if certain nations like Argentina get mad at
us, irvitated beeause we try to cultivate a higher standard of living-- -
and we cannot while we are helping them—-we did not say they could
not stop sending the stuff, We just said that we can make the hemi-
sphere self-sufticient.

But this has to be a two-way street.

So goahead.

Nenator Bexxwrr. Mr. Chairman, T would like to raise one more
question,

Senator Kerk. The Senator from Utah,

Senator Bexxrerr, During World War I—and T think also during
the IXorean war—the mining industry in this country was subject to
price ceilings, Were similar ceilings imposed in Mexico?

Mr. VerneeQuez, Before we entered the war, Senator, I believe that
the Mexican Government passed a regulation that no lead or zinc or
copper could be exported to any country except the United States or
certain other South American countries provided that they had simi-
Jar resolutions. T think the Mexican Government had that hefore
we entered World War 11,

Senator Bexxrerr. Did you sell any lead or zine in the United States
duving the war from your Mexican properties?

Mvr. VuinreqQuez, Oh, yes. Very large quantities.

Senator Bexxerr. Did you sell it at prices higher than the domestic
price ceilings?

Mr. VeineeQuez, They were-—I do not remember the figure, but
they were lower. They were at or lower than the United States price
here.

Senator BexNerr. How was that decision arrived at ?

Mr. VuinieQuez. Well, the chief—the only buyer of lead and zinc
during World War IT—and other strategic materials—was the RFC
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subsidiary-—Metals Reserve (Company.  The prices that the foreign
countries received for their raw materials were--they were negotia-
tions between the interested companies or countries and the Metals
Reserve Company.

Senator BennNere. Youn are sure they were always lower than the
domestic price ceilings?

Mr. VuinneQuez, So far as we are concerned, sir, the contracts we
negotinted. 1 remember the first one, the first contract that was
made, was in, T think, 1941 at a time when the ceiling price here was
580 cents per pound for lead, and that called for a price of 3.75
cents 1, o. b, the Canadian-American border, lower than the ceiling

rice,
I Then I think the price gradually was increased throughout the war
until just as the war ended it was 5.4 cents a pound, at a time when
our ceiling price here was somewhat higher than 5.85.

It was never higher so far as the production I know is concerned
than the American ceiling prices. Usually lower.

Senator Bennerr. Had it been higher, the story might be more
dramatic. But the fact that it was always lower would indicate that
we did not consider Canada and Mexico as equal to us—your phras-
ing here.

Mr. Vuineeuez, Well, of course, at that time, sir, we were the
only buyer. Wae just tried to make the best bargain we could.

Senator Maront. Mr. Chairman, I just want to——

Senator BennNerr. May I just take 1 second to finish this?

Nenator Maroni, Yes,sir.

Senator BennNrkrr. Did that hold true during the Korean war?

Mpr, VuinneQuez, No. During the Korean war the Office of Price
Stabilization imposed the same price regulations that had existed
during World War 1I. Ilowever, the price regulations did not recog-
nize