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NOMINATIONS OF LAURENCE E. LYNN, JR.; CATHERINE
MAY BEDELL; AND JOSEPH O. PARKER

WEDNESDAY, JUNE 23, 1971

U.S. Sexane,
CoMmmrIrrek oN FFINANCE,
Washington, D.C.

The committee met, pursuant to call, at 10:15 a.m. in room 2219,
New Senate Oftice Building, Senator Russell B. Long (chairman)
presiding, oL
Present: Senators Long, Talmadge, Nelson, Byrd, Jr., of Virginia,
Bennett, Curtis, Miller, Jordan of Idaho, Fannin, Hansen, and Griffin,

STATEMENT OF LAURENCE E. LYNN, JR., NOMINEE, TO BE ASSIST-
ANT SECRETARY OF HEALTH, EDUCATION, AND WELFARE

The Cramraan. You are Laurence Lynn ¢

Mr. Lynx. Yeos, sir,

The Cuamraan, We will include your biographical sketch in the
record at this point.

('The biographical sketch of Mr. Lynn follows:)

BIOGRAPH1C0AL SRETCOH OF LAURENCE B, LYNN JR,

Address: 1017 Vernier Place, Stanford, Calif.

Date of Birth; June 10, 1087.

Martial Status: Marrled, 4 children.

Hduecation:

Ph.D. (Kconomics) Yale University, 10066,

A.B. (Economlies) with honors, University of California, Berkeley, 1959.
D’l‘hesis: U.8. Foreign Economic Aid and the U.8. Bualance of Payments,
1054-1003.

Honors: Phl Beta Kappa; Yale Unlversity Scholarship; Ford Foundation
Doctoral Dissertation Kellowship; Secretary of Defense Meritorious Clvilian
Service Medal; Presidentinl Certificate of Distinguished Achievement.

Ixperience: September 1970-present: Assoclate Professor of Business Hco-
nomics, Graduate 8chool of Business, Stanford University, Taught courses in
economic analysis, declslon-making in the public sector, and business in the
changing cnvironment to MBA candidates. Consultant to Natlonal Security
Councll on strategic intelligence, defense programs and policies ; Department of
Health, Education and Welfare on higher edueation, Chief of Naval Operations
on naval strategies and programs.

January 1069-August 1070 : Assistant for Programs to Dr. Henry A, Kissinger,
Assistant to the President for National Security Affairs. Directed the Program
Annlysis Staff (6 professionals), which was responsible for supervising com-
prehensive country and reglonal program analyses to be used ag the basis for
Presidentinl and NSC decisions on major policy and program issues; provide
general staff assistance, direct Interagency study groups, prepare studies and
analyses on U8, strategie intelligence estimates and capabilities, strategle arms
limitation, defense strategles, programs and budgets, Vietnam policles and pro-
grams, other program-related issues, )
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April 1968-January 1969 : Deputy Assistant Secretary of Defense (Economics
and Resource Analysis), Office of the Assistant Secretary of Defense (Systems
Ananlysis). Responsibilities included supervising and directing the work of a
staff of 70, including 50 professionals, organized into the following divisions:
Mobility Forces; Command, Control and Communications; Cost Analysis; Man-
power Requirements; Speclal Economic Studies. Worked directly with the
Secretary and Deputy Secretary of Defense, Asslstant Seccretaries of Defense,
Secretaries and other senior clvilian and military officials of the military
departments,

February 1908-April 1008 : Director of Strategle Mobllity and Transportation
Division and then of Fconomics and Mobility Iforces in the Ofllce of the Assistant
Becretary of Defense (Systems Analysis), Dirceted extensive program of re-
search, studies and analyses on U.8, requirements for airlift and sealift forces,
national maritime policy, economic impact of defense expenditures. related issues,

July 1965-Iebruary 1966: Weapon Systems Analyst, OfMice of the Assistant
Secrotary of Defense (Systems Analysis),

July 1968-July 1065: .S, Army (1st Licutenant, Infantry).

Publoattons:

“Keonomic Models in the Analysis of Mlilitary Strategle Mobility Require-
monts,” in Proccedings, 17th Military Opcrations Rcescarch Symposium,
Spring 1006,

“The Analysis of Strategle Mobility Problems,” in Papers---Scventh Annnal
Meeting, Transportation Rescarch Forum, November 19046,

“Strategic Mobility and Toglsties,” in Procecdings, 20th Military Operations
Researoh Symposium, Fall 1967,

“IYeonomie Impact. of Defense Programs: Progress and PProspects,” (with
R. Riefler) 1867 Procecdings of the Bugincas and Hoonomio Scotion—American
Statistical Association,

“Iseconomie Analysiy of Publie Investment Decislons: Interest Rate Polley
and Discounting Analysis,” Hecarings Before the Subcommitice on FHeonomy
in Qovernment of the Jolnt Kconomic Committee, U.8, Congress, 00th Congress,
2nd Session, Washington, 1.8, Government Printing Oflice, 1908, pp. 141-150,

“Systems Annlysls--Challenge to Military Manngement,” in Cleland, David L,
and King, Willam R., ods. Systemas, Organizations, Analysis, Management:
A Book of Readings, McGraw-Hill, 1009,

Other Rescarch: Performed contract rescarch and engaged in eonsultation on
U.K. forelgn economic assistunce and the U.8. balance of payments for U.S.
Agency for Internatfonal Developinent. Reports submitted to A.LD.: “U1.8,
Foreign Beonomic Assistance and the U.S. Balance of Puyments, 1054-1962,"
“Analysis of Reglonal and Third Country Impact,” “The Analysis of Tied Ald:
Some Concepts and Methods.” Author, “A Program to Compute Partinl Correla-
tion Coefliclents.” Yale Computer Center Memoranduim No, 10, May 10, 1963, and
“A Program for Obtaining Pfficlent Mstimates of the Parameters of a Set of
Single Equation Regressions.” Yale Computer Center Memorandum No. 12,
May 10, 1963. Also participated in drafting chapter on defenxe programs and
budgets for Brookings Institution analysis of the 1072 federal budget.

The Crrararan, I am looking over your background here, and aceord-
ing to this your experience has been mainly in foreign trade, it would
appear, Ts there anything abont that that you think would be applica-
b]u to thisjob that youare nominated for?

Mr. L.y~NN. Yes, sir. I have been involved in national security prob-
lems that involve the use of analytical skills, My training is as a
professional economist, and my background is as an analyst of the

roblems. The kind of problems that are encountered in soeinl action,
think, also henefit from the applieation of the same analytical skills
and the professional insights that T have developed in my 5)1401' work.

So, T think there is some transferability quite definitely in those
skills,

What T lack, of course. is experience and specific knowledge in the
Health, Edueation, and Welfare area.

The Citamaan. With what seems to be happening with TILR. 1, to
put 10 million more people on welfare, and then hopefully get them
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into jobs, while our trade policies are putting more peoplo out of jobs,
it looks to some of us as though the idlen seems to be to put everybody
out of work and put them on welfare. Does that idea appeal to you?

Mr. Lynn. T eertainly hope that is not what we are doing,

The Crramaan. Isn’t that about the way it has been working out?

Mr. Tiyn~. I have never dealt with our foreign trade policies. T
don’t really feel T am professionally qualified to evaluate those policies,

The Criamsan. Did you partieipate in developing the present wel-
fare proposals?

Mr. I.ynn. No, sir.

The Cuamman, For your information, those proposals were devel-
opedd without consulting this connnittee, and T doubt if there was
much consultation with the Ways and Means Committee in developing
those proposals, And when T say that, I am not speaking politically,
I don’t think there was any considerablo amount of consultation with
the Republican members; it is just something that was dreamed up
there and brought up on the TTill,

Don’t you think that some of the finscos that oceurred last year could
have been avoided if the Members of Congress, particularly those
who expected to carry the ball for that proposal, had been consulted
about it to begin with, rather than sending down here something that
they found to be just a hopeless proposition when we looked into it?

Mr, Tiynn. T would hegitate l)vx}m'o, passing judgment on what hap-
pened in the past. All T would say is that in nnythin;r T am conneeted
with T would think it would be desirable to work with the stafls and the
members of the relevant committees. In my previous jobs in the Govern-
ment I have had the opportunity of working with congressional com-
mittees, and I have found it to bo extremely heneficial. And I think it
ought to be done as a matter of prineiple.

The Cirarryan. Let me say to you, Mr. Lynn, after the failure of
the welfare bill last year the President snid was in the No, 1 domestic
program T was invited down to the White ITouse. Secretary Richardson
was there and they diseussed this matier, asking me to promise that
T would move expeditionsly on this matter when it came up this year.

T said to them at the time: “Tf you want that thing to move, I
wonld suggest that you consult with some of the people who have been
primarily responsible for not moving this lnst year.”

Now, John Williams is not going to be here, but there are others
who don't think TAT is a good idea, and you ought to consult with
some of them. T will tell you frankly that I just can’t seo where, as far
as the Senate is concerned, there has been any consultation with any-
body. There may be some little effort to try to get an opinion of what
Senators thought about one matter or the other, but I don’t think that
this committee or the Senate have anything in that proposal, any sug-
gestion incorporated at all, other than wﬁm. developed from all the
faults the Senate found with that bill last year. The TTouse proceeded
to consider the many shortcomings that we developed in our commit-
tee hearings, and having done so, they did, T think, pass a better
bill, because they profited by the work we did over here.

But the authors of this welfare reform bill are well on notice that
they wonld be well-advised to reconsider and come up with a different
proposal. The cnly difference T can see in their proposal is a situation
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where the House Ways and Means Committee just made them accept
it. They suid: “Tt is either this or else.” I think you ought to know
that this is a committee where the thing came apart last year; where
they ran aground and couldn’t move, and wound up with a bill that
thq;y would just as soon not have.

So, the kind of minutiae that one in your job is supposed to go into
to pave the way for that kind of thing has not occurred as far as this
committee is concerned, We are sitting right here without any commit-
ment whatever, as far as 1 am concerned. T would like to see a good hill,
but T am the one that suggested to them, for example, that if they
couldn’t bring a bill in here that we would find some sympathy and
a}ppeul to Senator Talmadge over there, that bill is going to be in bad
shape, just for the reason that Senator Talmadge is not one of those
arcfl renctionaries, [ think he is a sort of middle-of-the-road fellow
and if you don’t get his vote you are probably going to be in trouble.

I would ask the Senator: Do you know of anything that has heen
done in the preparation of this hill, TL.R. 1, to try to meot the problems
that you find asa Senator?

Senator Tarmanor. T ean only quote what Tsaw in yesterday’s Wall
Street Journal, an article by Mr, S})ivnk, in which he stated that
boginning, T think, with 1962 they sold every welfare bill on the idea
that they were going to put people to work: take the cheaters off the
rolls, and after the 'f)in was passed, more people and more cheaters
went on the rolls, and that has been historieally true,

I don’t know how you ro going to reform your welfare rolls by
doubling them: offhand, I can’t understand the logic of that,

('The article referred to follows:)

[I'rom the Wall 8treet Journal, Tuesday, June 22, 1971)
ITow Uskrvrn Ark WeELFARE Work RULES?
(By Jonathan Spivak)

WasiNaetoN.—“On bulance, the Pamily Assistance Plan I8 not welfare re-
form. . .. It is a giant step backward. It is worse than the present inadequate
welfaro system. FAP must be opposed and defeated by those who believe in
improving the conditions and opportunitics of poor people.” So says the militant
National Welfare Rights Organization,

“While the country is desperate for real welfare reform—something to hegin
curbing welfare rolls and costs—FHRI (the family assistunce Mil) 1s n step in the
opposite direction. , . . It would make #o many more people eligible for welfare
that our rellef rolls could reach 15 million persons in 1973, twice the figure for
1070.” S0 says the National Chamber of Commerce,

80 Just what 1s the woelfare reform bill being debated by the House this week—
a conservative crackdown or a lHberal giveaway? Would 1t force hapless mothors
with little tots to leave thelr homes and labor ns domestic servants, or would
it encourage thousands of gninfally employed workers to ruxh to the dole of a
quaranteed annual income?

Following the pattern of provious welfare reforms, the new bill probably can
bo expected to do a little of both. It's a schizoid mixture of stringent work ro-
quirements designed to eut back relief rolls and more generons grants designed
to ense the poor's financial plight, Less powerful blends of this samo “tough.
tender” antidote were administered in the government’s 1962 and 1067 welfare
reforms, and it's significant that neither reform had much success In cutting
welfare costs,

The mixture is being applied again, however beeause Congress finds it politi-
cally essential to “crack down on cheaters” and exalt the virtues of work when-
ever it enlarges the welfare program and makes grants more generous. The re-
sult is the appearance of cutbacks but the reality of expanded cost.
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Either out of cynlcism or lack of knowledge, each new attempt to make the
welfare program more capuble of caring for the poor is cloaked in the rhetorie
of retrenchment and the withering away of the rolls, “You couldn't get any kind
of welfare reform bill out of Congress this year without a tough work require-
ment.” insists one administration official, :

Most welfare workers are long-standing liherals who reject the notlon that
the rellef rolls are londed with deadbeats. But they are resigned to the legis-
Intive realities and know that few politiclans like to run on a platform of higher
welfare costs. To galn more money for the poor, the bureauerats, in hoth Demo-
eratlie and Republican administrations, provide sanguine forecasts of long-range
reductions in walfare costs through work, training and rehabilitation programs.
The lawmakers leap at the balt, somehow overlooking the fact that previous
Health, Fducation and Welfare predictions have either failed to pan out or
fullen far short of their heady promise,

TRACHING UBBFUL BKILLS

The 10462 welfare reform emphastzed rehabilitation through counseling and
guldunce and other social services for rellef reclptents. The states were en-
conraged for the fiest thme to adopt work programs for the able-bodied. Known
as Community Work In Training, or CWT, these offorts were designed to teach
the poor useful skills that would help them hold jobs in the private economy,
But CWT wasn’t the only thrust of the 1902 act: Presfdent Kennedy advanced
the concept mainly to gain congressional aswent to expanded welfare henefits
for the unemployed.

This unemployment welfare ald was bliled as a temporary anti-recession
device, but has since hecome n permanent foature of federal law, The 19062 cone
cept of welfare work programs has Hved on too, despite {ts apparent lack of
success and a slow start for CWT {tself, Only a fow states developed CWT pro-
grams, partly becnuse the federal government fafled to underwrite the extra
expenres, such as transportation and supevvision costs, “It slmply costs more
to pnt gomeone in a job than to pay cash,” explaing one federal welfare expert,
Those states that did adopt lurge CWT programs, purtieularvly West Virginia
and Kentucky, mainly assigned reHefers to road maintenance, brush-cutting
and other cleanup efforts. There was much more menial work than job train-
ing, and the results of the work-training program and other efforts at rehabilita-
tion dirappointed Congroess,

“We thought the welfare leglslation we enacted in 1062 would provide the
basls for goetting thege people on thelr feet and off the relief rolly,” complained
Rep. John Byrnes, the Wisconsin Republican and key welfnre legislator, “We
were shocked to see what lttle effect that legislation actually had.”

CWT was succeeded in 1065 by Title V of the anti-poverty program, which
padd the total costs of work aud training programs for welfare recipients. Title
V had more money, over $100 millfon a year, and offered greater financlal in.
centives to the states to participnte, More persons were trained, but the end
results were not much morve encournging.

“By the time Ways and Means was holding hearings in 1007 on public as-
slstance legisiation, the facts were that 138,000 welfare reciplents had enrolled
in the programs since 1964, 22,000 had found Jobs, and 70,000 were in training,
but the total number of reciplents of AFDC (Ald to Familles With Dependent
Children) had increased by 00,000 during the three years, Tn an Alice-in-Won-
derland kind of situntion, the more work tralning successes reported, the larger
the population dependent on publie relef beeame,” reports Gilhert Steiner, a
Brookings Institution welfare expert In hig book “The State of Welfare”
(Brookings).

By 1967, the AFDC rolls were growing at an alarming rate, statey were
facing mounting flsenl problems meeting their welfare costa and the lawmakers
were desperate for solutions, Congress thereupon gave renewed impetus to work
and tralning programs for AFDC reciplents, (‘The aged, bind and the dis-
abled who presumably couldn't help themselves simply got blgger grants), The
Welfare Reform Act of 1967 set up a new program, known as WIN for Work
Incentive. WIN required able-bodied recipients—inelnding mothers, mueh to the
consternation of Hberals—to register at local Tabor Department offices and
take suitable work or training. To help them. more money was provided for
manpower education and day eare.

64-079—71-—2

BEST COPY AVAILABLE



6

The aim of the new .neasure, said the lawmakers, was “reducing the AFDC
rolls by restoring more families to employment and self-reliance, thus reducing
federal financial involvement in the program.”

Needless to say, it has not turned out that way: Since 1967 the AFDO rolls
have doubled from § million to 10 million reeiplents. WIN did not really get
off the ground until mid-1969, partly because of difficulties coordinating the
efforts of HBW and the Labor Department. The Senate's forecasts of providing
work and training for up to 280,000 persons a year are yet to be realized. Only
100,000 recipients will participate this year. As a result Congress cut back
WIN funds by $70 million or more than §0% in the current flscal year.

In all, 209 of WIN participants have gained jobs. But many of these are low-
paying, dead-end positions, The medinan wage for women WIN graduates is $2
an hour and for men $2.50 an hour, the Labor Department reports.

The drop-out rate is high, and many participants return to the welfare rolls,
Administrators maintain that the potentinl of the program hax not been attained
because of the shortage of day-care facilitfes for ehildren; federal financing
now makes day care available to only 50,000 c¢hildren, But even if this problem
were solved, elementary arithmetic suggests that the fiscal payoff is not very
promising. The cost of day care ig about $2,000 a year per child. If work expenses
are added, it's probably cheaper for the government to let mothers gtay at home,

EMPIIABIS UNCHANGED

Desplite all the diffculties of the past, the adininistration’s current welfare
reform measure continues to emphasize the work ethie, “Congress teels there's
a hell of a difference between people who ought to be working and those who
can't,” explaing one welfare expert. The Family Assistance Plan extends the
work requirement to women with pre-school ehildren, provides far more money
for day care and requires able-hodied reciplents to get thelr payvments from the
Labor Department. The afm, the lawmakers report, {9 to create “a gystem of
assistance which will maxtmize the incentive and the obligation of those who
are able to work and to help themselves . . . to mgve every family in which
there are employable adults toward employment and economic independence.”

The forecasts now are that these work provistons will result in 1.8 miillon fewer
persons on the relief rolls by 1976, Maybe this will happen. But nine years of
effort and three programs don't offer great hope,

There's no doubt that the Family Asslatance Plan embodies fundamental
welfare reforms. 1t would establish the first uniform natlonal eligidlity stand-
ards for welfare recipients; guarantee poor familles an annual income of §2,400;
reducoe the Inequitles between welfare payments in destitute and wealthy states;
give the “working poor” supplemental income if thelr earnings fall below $4,320
a year,

But the plan s also a perpetuation of the past. It offers bigger grants—§$2.3
biltion more a year for the aged, blind and disabled, and poor families—coupled
with rigorous work requirements, Although thix fumiliar formula may be
politically astute, it has yet to provide a long-range solution to rising rellef costs.

The truth may be that most of its proponents don’t really think it will.

The Crramraan. Some of us think that one of the first things to do
in welfare reform is to take some of the people ofl’ the rolls that never
belonged there in the first instance,

About 25 years ago former Assistant Sceretary Tewis Bulter
appeared before this committee after he had been nominated for the
sune position that you are being nominated for today. And at that (ime
the committee was disappointed by the lack of progress in the work
incentive program, primarily beeanse of the attitude of TTISW and the
Labor Department. and the way they administrated the program,

Mv. Bulter assured the committee that he would do everything in
his power to see that the program achieved what Congress had hoped
for.

Instend, over the last 2 years our disappointment has turned into
a conviction that the admnistration of the work incentive program
has been a dismal failuve. Mr, Bulter not only did nothing to })ruv(mt
this, but his oflice designed the family assistance program, which, in



7

tho opinion of some menibers of this committee, would have replaced
one failure with an even bigger and costlier failure. )

What is your position on the administration of the laws in the
manner Congress intended ?

Mr, Ly~n~. The laws ought to be administered in the manner in
which Congress intended, 1 can’t honestly comment on the Senate
%)mgrmn, beeause I am not yot familiar with it. T assume you hope that

~will not be guilty of violations of cither congressional intent or
failure to consult when it is needed and desirable, or of making prom-
ises that, end up not only fulfilling, but violating. And I certainly
am well aware, just from reading the newspapers, as well as from
talking to some future collengues, of the short comings of the admin-
istration before the committees last year. And I personally hope to
benefit from the lessons that others have learned,

The Critamevan, 1 think the majority of this committee feel very
strongly that we would like to help people find jobs., You can persuade
a majority of this commitice without much difliculty to muke some
kind of contribution to help people who are working hard and not
making enough to make ends meet. But, this idea of putting every-
body on welfare and then trying to get them to go to work under
cirecumstances where they can % lme{) but $1 in 3 of what they make,
is a very frustrating thimg. "The iden of vetoing propositions to put
people to work on the one hand, and then frustrating and short cir-
cuiting the programs caleulated to put people to work while talking
about “workfare” instead of welfare, just doesn’t make much sense
to some of us.

I think the majority of this committee want full employment. We
want work opportunities for everyhody and T beliove a majority of
this committee, in a real sense, not some illusory sense, bui i a renl
sense, are in favor of refusing to pay money out for able-bodied people
who have no good exeuse for not. working, but who just prefer to Joaf,

So, wa would like to work out a program of that sort. And I think
that part of your duties would be to try to bring about wel fare reform.
And we would like to work with you, but it would have to be n two-
way streef.

Mr. LyNN. Yes, sir; T agree.

The Crramryran, Senator Bennett.

Senator Ben ~wrr, ‘The material T have here designates the particular
assignments you will have, You are Assistant Seeretary '}nr what?

My, Lynw, Planning and Fvaluation,

Mr. Benyxerr, And not administration?

Mr, Lyn~, No, siry not. administration. Tt is the job that Lewis
Bulter has held,

Senator Benswre. T just wanted to get that clear. And that explaing
why your previous experience will fit into your new assigniment, even
though it is not in ITEW,

Mr. LivNw. Yes, sir.

Senator Bennere. T hope, coming in new, you will have enough
indvrvmlonco not 1o he foreced into a position where vou simply pick
up the plans that were made before you eame there and are forced to
rubberstamp them, essentially, and go on. I hope with a new man in
that job wa could have new plans and better evaluation.

That is all T have to say, Mr. Chairman,

The CrramrmMan. Senator Talmadge.

BEST COPY AVAILABLE
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Senator Tarmapce, Mr. Lynn, getting back to this article that
appeared in yesterday’s Wall Street Journal, Mr. Spivak states:

Congress finds it politically essential to crack down on cheaters and exhalt
the virtues of work whenever it enlarges the welfare program and makes grants
more generous, The result is the appearance of cutbacks, but the reality of
expanded costs, To gain more money for the poor the bureaucrats in both the
Democratic and Republican Administrations report sanguine forecasts of long-
range reductions in welfare costs to work, training and rehabilitation programs,
The lawmakers leap at the bait, somehow overlooking the fact that previous
help to education and welfare predictions have either falled to pan out or have
fallen far short of thelr heady promises,

Do you think the administration welfare bill fits this pattern?

Mr. LynN. T earnestly hope that it doesn’t. T feel that I can bring
sonie independence to tf‘)’is new job and part of it, nn important part
of it is evaluation, That is the diseovery, nnd in(,lued, hopefully, the
discovery hofore its inception, of massive failures in programs that
produce the kinds of results that you deseribo,

I hope I can make some contributions toward avoiding these kinds
of things,

Senator Taraanae. You would favor all able-bodied people working
if they were given the opportunity to doso?

Mr. LynN. Yes, sir; [ would most certainly favor that.

Senator 'Laratapar. You wouldn't want the Government or the
taxpayers who work hard to pay their taxes, to support a program
where others could loaf and not work?

Mr. Ly~~. No, sir,

Senator Taryanae, That, is all,

The Criaigman, Senator Miller?

Senator Mrnrer, Mr, Lynn, you have a very fine background, and
I am sure you ean make a real contribution in this new position,

On the basis of your experience and background in economics, don’t
you think that we might achieve a more equitable approach to some of
our welfare problems by taking into account the cost-of-living differ-
entials around the country? For example: Do you think it is fair and
cquitable and economicnlly justifiable to have o family, a husband and
wife and two children recelving the sume amount of welfare money
and assistance in a city like New York, asa family similarly constituted
in some little town in, let us say, the Middle Woest?

Mr. Ly~w, Sir, T am aware of that heing a serious problem, although
1 simply haven’t had enough opportunity to do enough work to know
what the alternatives are. thinﬂc that there is o real equity problem
here. T have heard that kind of situation defended by people who have
worked on the problem by arguing that if it were done that way at
least it might provide some incentives to stop migration away from
suburban areas toward cities, and thig might be desirable,

But I frankly haven’t thought enough about it or had enough of an
opportunity to work with it to know how one copes with that issue.

Senator MiLper. Does that argument that you just recited make
any economic sense to you? 1t seems to me that if $2,800 will only go
so far in New York City, and $2,200 would go equally far in a little
town, that there would be no basis for any migration.

Mr. LynN, That is right; the fact that it goes a lot further in a
little town than it does ingNew York City, would make the same amount



9

of dollars look more like a higher standard of living in a small town
than it would in a city.

Senator Mieer, My point is that $2,200 would look smaller than
$2,800, but if it would only buy the snme amount, ther» would be no
economic justification for any migration, cither one wy or the other;
would there!? :

Mr. Ly~~. No, there would not : not with that kind of o differential.

Senator Minner, And it would be inequitable to give the family
with the lower cost. of living an equal amount as the family with a
higher cost of living?

[r. Ly~~, That 1s vight, On an equity ground it would appear to
be incquitable,

Senator Miner, So, my question to you is: Where is there any
cconomie justifiecntion for not having some differentinl ?

Mur, Lyxy. T would hesitate to say much nbout it, because I haven't
had the opportunity to study the differential factors,

Senator MiLier, Your renction would he the same ag mine; wouldn't
it? 'This is not to say that there might not be some other factors
that would come into play. But when we are talking about economics
and equity, it scems to me to be rather obvious.

Mur. Las~. 1 agree, sir,

Senator MinLer. 1 wish you well,

‘The Cnamrman, Senator Jordan,

Scenator Jornan. T will pass.

The Cramyan, Senator Fannin,

Senator Fax~iw, Thank you, Mr, Chaivman,

Mr. Lynny I know from your background that you have the ability
to carry through the principles that are badly needed when we start
thinking about the condition of our country today. Are you alarmed
at our budgetary situntion ¢

My, Liynw, The size of the deficit ?

Senator IFanNiN. The size of the defleit, and the projections.

Mr. Ly~N. Yes, sir.

Senator Fanwin. I am glad you are—-

Mr. Ly~N. Tama taxpayer,

Senator FanNNIN (continuing). Because I think it is almost dis-
astrous—and 1 think that your experience as associate professor of
business economics certainly should prepare you for some of the pro-
blems you must face; that we have now an increase of welfare
expenditures of about $5, $6 billion or maybe more that would be
involved.

IHave you analyzed the bill that just came out of the ITouse?

Mr, Lixx~. No, sir.

Senator I'axNIN. You haven't had an opportunity to do so?

Mr. Ly~~. T haven’t had an opportunity to do so.

Senator IFan~in, The family assistance plan?

Mr. Lynx. No, sir.

Senator Fannin. In Calfornia your Governor has taken some steps
to try to help the 1})0,0 le who are on welfare to get off from welfare
into jobs, But still the Government has not veally assisted to any extent.
And T know that the same thing has happened in Arizona, where
Governor Williams has taken a stand against some of the programs
that he thought were detrimental rather than beneficial. Andlhe vetoed
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one of the legal aid progiams because of the waste of money and the
manner in wﬁich it was hiing handled. They were going far beyond
the intent of the legislation involved. C

Do you feel that we should give more authority to the Governors
to carry through to wheie they can better administer some of these
programs ¢

Mr. Ly~ T may sound a little unprepared for taking on this issue,
but I think 1 would subseribe in prineiple fo vhat you are saying.
But 1 still don’t have enough specific knowlodge at this time to sny
how that. shoald veork,

Senator Faxnin, Being from California you nrs generally awarvoe
of what Gov.enor Pengan is trying to do?

Mr, Lysw, Yes,

Senntor Ifas NN, Do vorwagoree with this principle of caking a tongh
stand und 2ot just yielding to these people who are saying: “Well,
this isn’t the type of job that 1 desire, s6 T won’t work: I am going on
welfare Tow do you feel ahout people taking a job that is available
{o them thet perbaps is helow what they eall their dignity, but still
s job that they are prepuied to do?

So many times, I hnew we have had in our State; they say @ €1 ean't
take that Jobs T am going to wad. forn hetter job to come nlong.” Well,
you now hetter jobs nre not enming along.

Mrv, Livyecthiink able-hodied people ought to work, and they ought
to tuke ad. oo tnge of availuble opportunities, nnd 1 would believe that
the majority of them would take advantage of available opportunitios,

Senator {faxxin, The inerense in the welfare rolls doesi’t indiente
that that is a faet, And I know that as Governor I ean reeall how wo
did go into these prograis quite thoroughly, and still we had problems
in some of the smaller communities, where they said: “I am not going
to take this type of job.” And there were no other jobs available, and
they wouldn’t move to other communities,

Mr. Lynn. Welfare programs should not provide an opportunity
for people not to work if they are cnpable of doing so and if there are
jobs available; with that principle I fully agree.

Senator TFan~iy. And you would hold to that prineiple in planning
and evaluation and recommendations?

Mr. Lynw, Surely.

senator FanNin, Thank you.

Thank you, Mr. Chairman,

The Ciairsran, Senator Byrd,

sSenntor Byeo, Thank you, My, Chairman,

Just two brief questions. I notice in your biography that you served
in the Oflice of the Assistant Seeretary of Defense,

Mr. Lyn~, Yes, sir,

sSenator Byrn, Who was the Assistant Seceretary of Defeonge?

Mr. Ly~xw, Alain Enthoven,

Senator Byro, That is what I was fearful of,

The second question: What is the salary of this position?

Mr. Ly~~. The present one? $38,000,

Senator Byro., 'l‘\mnk you, sir,

The Cnamsan, Senator Tansen.

Senator ITansen. I have no questions, My, Chairman.

The Cuairman. Senator Nelson,

Senator NeLson. No questions
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The Cramnan. Let us just make one mors point : Last year we were
willing to vote thisagh and put into effect soine major experiments to
see just how the ad:mnistration pr eposed famify agsistance plan would
have worked, and wls, how some suggestions by Senator Bennett and
mysclf and Senator Cuetis may have worked. The administration
decision was that they difIn’t want. to put these trails in to see how it
would work.

I think that was a bad mistake. T don't see how knowledge ever
hurt anybody. If you try the fumily assistance plan, and you ure
uccorde({ the opportunity of trying it in the place were you think it
would work the hesty, und it [nils to sacceed in such a place as that, 1
don’t think you ought to put that on the people of thig country il it
doesn’t, work.

Lf it does work, then you have got o good case for it, T am aware of
what is being done in New Orleans, purt of it with Ifederal money and
purt of it with foundation money, by Dr. Beasley down there in the
arep of fumily planning, 1 think it is very impressive. T wounld sug-
gest. that: you take a look at it and seey heenuse he had a good pilot

woject, und it shows you just exactly how part of that problem can
'w solved,

And 1 really do think--I know Senator Ribicofl wounld tend to
think that way, and he was the former Secvetary of HEW-—thut some
of these things ought to be tried before we charge in there with $500
miltion ov a billion dollars, not knowing what we are doing, Tt is o
lot. more eflicient if you have some iden of what you arve doing before
you try to start some vast programs involving lmdreds of millions
of dolfars,

Thank you very muchy Mr, Liynn,

My, Ly~w, Thank you,

The Criamaran, We wish you luck in your assignment.

My, Lysw, Thank you.

The Cramraan. Next we will eall Mrse, Catherine May Bedell,
nominee to be a member of the Tariff Commission, 1oplacing Chester L,
Mize,

Mus, Bedell, you may be seated.

STATEMENT OF CATHERINE MAY BEDELL, NOMINEE, T0 BE A
MEMBER OF THE U.S. TARIFF COMMISSION

The Cramaan. Mrs. Bedell, we are going to invite the Nenators
to usk whatever questions they would like to ask of you.

Mrs, Bevenn, 1 would be delighted.

The CramaaN, Starting at the far end and working forward,

Gaylord Nelson is our first member by line of juniovity, and [ envy
him from time to time.

Suppose you start out, Senantor Nelson,

Senator Bexxwer. Belore he does, would you like to ask her if she
has any statement she would like to make?

The Cramstan, Do you care to make any statement ?

Mrs, Beoeer, Mo Chairman and Senator, 1 have no prepared state-
ment, You have been given my financial statement and my biographi-
cal statement and 1 thought I would let you question me, in the interest
of time, rather than give you a prepared statement,
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The Cuairman. We will print your biographical statement at this
point in the record.
(The biographical statement follows) :

BIOGRAPHICAL STATEMENT OF CATHERINE MAY BEDELL

Catherine May Bedell, born May 18, 1914, Yakima, Wash. Bachelor’s Degree
and 5-year Education Degree from the University of Washington, Seattle,

Washington, 1936.

Before entering a political carcer, Mrs, Bedell was a teacher and a radio
broadcaster and editor.

She was a member of the Washington State Legislature for ¢ years, and was
elected to the U.S. Congress in 1958, where she served 12 years, In Congress,
Mrs, Bedell was a member of the House Committee on Agriculture, the District
of Columbia Committee, and the Joint Committee on Atomic Energy. She also
served on the National Commission on ¥ood Marketing, and was appointed to
the House Select Committee on Standards and Conduct. Specialized work in
Congress included Agriculture, water and land conservation, food marketing,
consumer education, and selected areas of special education. Her participation
in international trade meetings and activities included the Interparliamentary
Union meetings in Ottawa, Canada., Majorea, Spain, U.S. representative at the
1968 Trade IFair in Tokyo, Japan, attendance at the U.S. Agricultural Attaches
meeting in Bonn, Germany, in 1969 and the ¥AO Conference of 1969 in Rome, Italy.

In December of 1970, Mrs. Bedell was a presidential appointee to the Board
of Incorporators of the National Railroad Iassenger Corp. She presently serves
as a permanent member of the Board of Directors of that organization,

She ig married to Donald W. Bedell, management consultant in the fleld of
chemicals and plastics, Mrs, Bedell’'s gson, Captain James C, May, is in the U.S.
Marine Corps, stationed at the Naval Alr Base in Alameda, Calif. Her daughter,
Melinda May, is presently in Rome, Italy, attending art and language school.

Mr, and Mrs. Bedell’s local address is 4101 Cathedral Avenue NW., Wash-
ington, D.C.

The Ciramraan. Senator Nelson, you are the first on the firing line.

Senator Nerson. Thank you, Mr. Chairman.

I visited with Mrs. Bedell in my office and may I say as a preface,
that I have never served on Finance; I don’t know much about trade
or tariff. But I did raise briefly with you, Mrs. Bedell, the question of
the problems in_a number of areas. One of them is the old question
of subsidy, the dumping of dairy products into our market. Over the
years we have had a difficult time getting any action out of the Tariff

“ommission.

We had a specific case in the Johnson administration. They gave
New Zealand a_quota of 5 million pounds of Monterey Jack. We
notified the tariff people that it was supposed to come in as “other
cheese”; in fact it was cheddar, and there was a limitation on the im-
port of cheddar. And finally we got the University of Wisconsin experts
to analyze it. And they said it was cheddar. Then we had the Agricul-
ture Department set up a test. They all agreed it was cheddar.

But, this is a constant problem.

And there will be chocolate crumb coming in and there will be
claims of dumping. But nobody ever seems to %other to get the proof.
Our dairy people insist they have a two-price level over in Europe,
and that they dump their cheese and dairy products here. But no
administration seems to pay much attention to what the other countries
are doing.

It is very frustrating that we have to get the facts like we did in
the case of cheese, and then we have to set up the test when it ought
to be a function of the Government to look after that problem,
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This is just a small piece of the whole trade problem that this com-
mittee has been conducting hearings on. I am just wondering what
vour attitude would be toward getting some initiative out of the
Tariff Commission in secing to it that the law is complied with.,

I am just wondering if you would have an interest—1 am not talking
about. stopping free trade, or anything, but just enforcing whatever
laws we have and if there are subsidies that go on in this field, and
it is within the Tariff Commission’s jurisdiction to raise the question,
whether or not you are interested in doing something about that
problem?

Mrs. Beperr. Senator Nelson, I might just say very briefly in open-
ing, that having represented a rural districet in my 12 years in Congress,
and being on the Agriculture Committee, the problems in agricultural
imports, ‘as far as our domestic farmers are concerned, are something
that are very familiar.

Now, T cannot answer you with expertise at this ‘)Oillf, as to why the
proper relief that you seem to think should have heen coming to the
dairy industry—and I am deeply sympathetic because I have had
more than usual exposure to their problems—why it wag not. deter-
mined as injury by the Tariff Commission.

I do know that the Tariff Commission is a strietly factfinding orga-
nization, and the arm of Congress that has the responsibility to make
an exhaustive survey of the facts as they are on which vou, as Con-
gress, can determine your policies, or the exceutive branch ean deter-
mine policies.

I couldn’t presume to criticize any finding of the Taritf Commission
without further information —I have not read the dairy import ease.
I am trying to do some homework, but there are stacks of cases to go
through vet.

I'f T am confirmed as chairman of the Tariff Commission, I ean only
promise you that my creed will be that of the original chairman, Mr.
Taussig, who said—and ¥ can’t remember his exact statement—that
the sacred charge of this Commission is to sift the facts exhaustively,
proceed with scientific cave, to get the real facts without guesswork
so that the legislative and the exccutive branch can make the best
decisions for onr very important future in the world of trade.

Now, if indeed a case was made factually for protection against
import. of any agricultural product or any other produet, and it was
brought to the Tarift Commission, and they did not find for relicf
for our domvstic industry, 1 would assume that Congress had good
reason for faultfinding. Ov it could be that the Tariff Commission,
whoever they were at the time the case was brought before them, did
not have the right facts and weren't able to be responsive.

It would be very presumptuous for me to criticize. Senator Nelson,
where I donot know. But I tilink this is a unique Commission, becoming
more and more important beeause of the ever greater need of facts
that it must give you here in Congress to base vour decisions on. I am
very concerned about maintaining the delicate balance in our domestic
and our international trade position,

Senator NeLson. Thank you.

Thank you, Mr. Chairman,

The Ciramraan. Senator Griffin,

Senator Grirrry. Mr. Chairman, this is a very tough decision for
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me to decide, whether or not to vote to confirm Catherine May, with
whom I have served in the House a good many years.

All T can say is that I think she will bring to the Tariff Commission
a backgrcand, an understanding of the congressional legislative proc-
csw that is desperately needed in these commissions. She was a great
Member of the House of Representatives and I know she is going to be
a great member of the U.S. Tariff Commission. We just coukﬁn’t do
any better.

Klrs. BepeLr. I appreciate that. T hope I can live up to it.

The Crairyan. Senator Byrd.

Senator Byrp. Thank you, Mr. Chairman.

In your repl y to Senator Nelson you indicated that your Commission,
the Tariff Commission, is a factfinding commission, not an action
commission.

Mrs. Bepern, That is the way I read the statute, that it was to be a
factfinding commission, acting mostly on the request of the Congress
and the excecutive branch, to develop facts, makes gndings, and so forth.

Now, 1 have read some of the cases that they have had hearings on,
and they find a set of facts. But, Senator Byrd, action is only taken
by the exeentive branch, or Congress, or the Seeretary of the Treasury,
de})ending on which act you are working under.

Is my understanding correct as far as yon are concerned in this
committee ?

Senator Byrp, That is my understanding; yes.

Thank you, And 1 concur in the remarks made by the Senator from
Michigan.

Thank you, Mr. Chairman.

The Crairmavn. Senator Hansen.

Senator ITaxseNn. Thank you, My, Chairman.

I would like to express, first of all, my very real pleasure in grecting
Mrs. Bedell here this morning. I know her and I share the high regard
that I am sure she enjoys from many of her colleagues in the Congress.

I am deeply concerned about the loss of jobs, putting it very bluntly,
in this country today, as we see industry, oftentimes American financed
and based industry, moving plants abroad, because of the great dis-
parity between American wages and the wages paid workers in other
countries.

T am concerned about the increasing cost of welfare in this country.
This morning’s Wall Journal, as a matter of fact, has a story on it.
And I know that in the past 12 months, from January 1970 to January
1971, the number of AFDC recipients on welfare rolls rose from 7
and a half million to 9.7 million. This is an inerease of 2.2 million
people. The costs of this welfare proposal before us now are not known.
People are speculating as to what they might be.

T just think that the United States can no longer afford to pursue a
course of action that pays little attention to the inroads made by
foreign products into our country that deprive Americans of an oppor-
tunity for a job.

And T call attention to what Henry Ford said recently when he
pointed out that in his opinion, for each 1 percent of the American
automobile market that is won or taken over by a foreign exporter,
you may chalk up a 20,000 job loss to the industry. If we import, as
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has been predicted, some 20 percent of our consumption, that will
mean that we have lost to foreign suppliers 400,000 jobs.

1 would hope that, as chairman of the Tariff Commission, which
1 firmly believe you will become, you will take an additional streﬁ).
While I recognize, as you pointed out, that your first job is to assemble
the facts, and to make recommendations—and I assume that that
follows—I would hope that you would be rather SH)eciﬁc and more
courageous than the Tariff Commission has been in the past.-

I think that they have been rather derelict in being overruled or
outvoted or outinfluenced by other agencies of the (Government, par-
ticularly the State Department. I don’t argue with the objectives of
the State Department, but I think the time has come when we have
got to say that American jobs come first. If we don’t, we are going to
suffer a loss of jobs in this country to such an extent as to place a totally
unbearable burden upon the economy. Welfare rolls are going to
increase even more dramatically than we have seen so far.

And 1 look upon this opportunity that you are contemplating as a
unique chance to stake out a new course for Amervican industry and
for this Government. to pursue. And I just wish you well in doing that.

I have no questions, Mr. Chairman.

Myrs, BeperLn, Thank you, Senator.

The Crramaan. Senator Fannin,

Senator FanNin, Thank you, Mr. Chairman.

Mrs. Bedell, 1 certainly enjoyed my visit with you in my office. And 1
know that you realize the magnitude of the problems that we face from
your years as a Member of the Tlouse of }{eprosenmt,i\'vs. You know
that we deluged by pleas from both labor and industry for import
protection. Many claim that foreign competition is unfair and is
seriously injuring domestic business and labor.

And, as was brought out hy Senator ITansen, both the President and
the Congress would appreciate the help of the Tariff Commission in
pinpointing precisely where the problems lie on an industry-by-indus-
(ry basis.

In this respeet, our Subcommittee on International Trade of this
committee, has asked the Tariff Commission for a number of studies.
Will you see to it that these studies are completed and sent to the
committtee in a reasonable period of time?

Mrs. Bepern., Senator Fannin, T would consider this as a sacred
responsibility, not only as the Chairman, but as a member of the Com-
mission, becaunse as T understand it, those studies can be very influential
and very important. I know there has heen some eriticism on the basis
of timeliness. I don’t know whether it is a fair eriticism of the Commis-
sion. And I guess I had better tell all of you this: I promise you that
if I get. my hands on why some of the criticising arve made, and where
1 think changes might be made, you will naturally be the fivst ones
that I will come back and report to. It may be that not all of it lies
within the Commission itself.

There may be difficulties with legislation that we, in our wisdom
or unwisdom have passed over the years that are such that it does
not give the Commission the flexibility to make these changes.

But I intend to find out as much as I can, Senator Fannin, beeause
we do share the same very grave concern.
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Senator Fanyin. That is all we could ask of you. And I know you
realize the problems that we have now, as the other Senators brought
out. We do have the State Department to contend with. 1 say that
without great criticism. But they talk about this free trade policy.
As I discussed with you, I don’t think that there is a free trade policy
in any country of the world today. There may be fair trade, but as
free trade, it is just a misnomer as far as I am concerned, because when
you start saying you are going to have free trade, you have to consider
the underdeveloped countries. And then our serious problems, with
the Japanese. They say: “We want free trade,” and still they have
the most protectionist policy of any nation I have come in contact
with.

And so I just hope that the studies that we have asked for will be
completed, and that we will have the information that is needed to
try to devise legislation or actions that will correct some of these
policies that I think are practically eliminating some of our industries.

I did discuss with you the seriousness of the situation and I hope
that you will give it prompt attention, becanse I think it is one of the
most depressing prob%oms that we face.

Mus. hmnm,. I will certainly do so, Senator.

senator Fannin, Thank you.

The CrammmaN. Senator Jordan.

Senator Jorpax. Thank you, Mr, Chairman.

Mprs. Bedell, many of the foreign nations that enjoy a substantial
share of our domestic market have used every conceivable device to pre-
vent the import into their countries of American goods. I don’t know
that that comes under the jurisdiction of the Tarifl Commission, but T
would like to find out what your attitude is toward some degree of
reciprocity in dealing one nation with another?

I\'Frs. Brpern. Well, Senator Jordan, you and I did talk about this.
It does not come under the Commission jurisdiction, as T understand
it. Again, the Tariff Commission is a factfinding arm upon whose
findings you act in the Senate and in the TTouse and in the exeeutive
branch.

ITowever, wo would indeed be very naive in our knowledge of Ameri-
ca’s trade position today if we did not show great concern for what our
position will be with changes that are commg up, such as the expan-
sion of the Common Market, and our very diflicult two-way trade
problems with Japan. I think that our problems were going to get
worse, not better, and that we need more than ever to have the right
facts on which to base a change in policy, whether it is on reciprocity
or wherever.

And hero again—and T am speaking as a Member of Congress now,
vou understand, and not as a member of the Commission—-T have
always felt that we didn’t review our trade policies quickly enough
to make intelligent changes. We are always reacting instead of initiat-
ing. We have to ask ourselves : are our present trade laws under which
Congress operates really applicable to the contemporary situations of
international trade.

1 think that is a tremendously important question.

Senator Jorpan. We hope that under your leadership we are sup-
plied with the data upon which we can get hetter reciprocal arrange-
ments, There are some countries that are taking the hide off of us in

our open market.
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And I wish you well.

Mrs. Beperr., Thank you, Senator.

Senator Jornax. Thank you, Mr. Chairman.

The Crrairman. Senator Miller.

Senator MinLegr. Thank you, Mr. Chairman,

Mrs. Bedell, it is a pleasure to have you here.

My two main criticisms of the Tarift Commission since I have been
in Congress, first of all, that I think that in their factfinding activities
they have not followed the old maxim that “Substance governs over
form,” and I am pleased that you are going to he heading this factfind-
ing agency, because not only do you Rave the background of congres-
sional service, but equally important, it has been my personal observa-
tion that you have courage and frankness, and you are inclined to look
at the substance and not. the form. I think this is what Senator Nelson
was getting at.

For several years we had what I referred to as a game of musical
chairs with respect to dairy imports and I think the reason we had
the game of musical chairs was the failure of the Commission in its
factﬁnding activities to get to the substance, and its tendency to fol-
low the form. And whether something is a cheddar cheese or is called
a cheddar cheese or not is a matter of form. The substance is what
i« in there and what it is going to do to our dairy industry and I am
comforted by the knowledge that you are that type of a person that
calls a spade a spade and is not carried away by form and looks at the
substance.

The other criticisin T have of the Commission—and T hope you will
do all you can in this respect—and it is not only my criticism, but 1
have had this come to me from many other Members—is the long,
drawnout delay in the factlinding over there. Now, I think that there
is a point of no return in that finding. And when it takes months and
sometimes longer for the Commission to arrive at its findings, I think
it is destroying the viability and the effectiveness of the Commission.

So that T hope that you will, in your position of leadership over
there, try to cut down on the time needed for this factfinding, with
the realization of why we want to have the factfinding to be objective
and thorough.

But, you can overdo that, too, and in the meantime the horse goes
out of the barn door. That is exactly what is happening in some of the
cases brought to the Commission, that by the time they have found
their facts and the executive action has been taken, irreparable damage
has been done.

So, I wish you well and I am sure you will do a wonderful job.

Mrs. Bevern. Thank you very much.

The Cuamsman. Senator Talmadge.

Senator Taryance. T have no questions, Mr. Chairman, except to
say that I have spent many days in conferences on agricultural matters
with Mrs. Bedell representing the House, and I representing the
Senate in part; and I have found her to be not only articulate, but
extremely well informed and very tenacious.

Mrs. BeperLn, Thank you, Senator.

The Crnamyan. Senator Bennett.

senator Benxyerr. Well, T guess for the first time in history the
Tariff Commission is going to have a woman as a Chairman, and T am
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sure that Mrs. Bedell can make those men stand around and take orders
and sit up——

Mrs. BepeLn. Please, Senator; don't terrify those poor Commis-
sioners before 1 even get there.

Senator Bex~Nerr. Well, that is your job.

I have two or three questions here, more or less, for the record.

Mrs. Bepern, All right.

Senator Bexnerr. %Tave you read the statute which governs the
activities of the Commission insofar as outside employment and income
are concerned ?

Mrs, Bepern, Senator Bennett, T have, and 1 would like to confess
that it wasn’t casy, but I have read the whole statute; I figured 1 had
better start there.

Senator Ben~err, Arve you satisfied that you have met the require-
ments of oflice from that point of view, the question of outside income?

Mrs. Beberr, Yes, Senator Bennett. I guess you would have to decide
on that, but I believe T have met it in all respects.

Senator Bexyerr. Are you familiar with the statute on conflicts
ol interest, and are you satistied that there is nothing in your present
personal holdings which would be a conflict of interest in your
responsibility ?

Mrs, Bepern, T am satisfied and I have submitted to Senator Tong,
and to the Members, my complete and full financial statement for my
husband and myself.

Senator Bexyerr. We understand that the TTouse A ppropriations
Committee has cut the Tariff Commission’s request for an increase in
its budget. We realize that the Commission is presently understafted,
and it will he worse in the future if it undertakes the new things that
we have been talking about today.

Will you inform this committee if yon feel that we can be of
any assistance on the Senate side in helping you solve your budgetary
problems?

Mrs. Bepern, Senator Bennett—may I go ofl the record for a moment
please?

The Cramsran, First, you had better answer the question : yes or no.

Mrs. Bepern, Yes; I will.

( Discussion off the record,)

Tho Cramraran, Back on the record.

Senator Bexserr. I think what you have just said is so important
that I will put the question to you this way: Do you realize tﬁmt the
Tariff Commission is an independent agency?

Mrs, Beprnn, T do realize that, Senator Bennett, T have read the
original statute when it was set up and T have seen nothing that has
happened sinee then that has changed it from what it was set up to be
and still is: a factfinding arm of Congress.

Senator Bexywrr. Will you fight to maintain that independence?

Murs, Bener. I pledge you; T certainly will.

Senator Bexnzerr. If you have any problems, will you come to us
and let us help you?

Mrs. Bebgrn. 1 certainly will; maybe oftener than you will want to
see me, but T will,

Senator BexNerr. One other question, there seems to bhe some ques-
tion of divisiveness, both at the Commission level and between some
Commissioners and the staff. Are you aware of that problem?

. -, BEST COPY AVAILABLE
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Mrs. BepenL. No; I am not, Senator Bennett. I have heard comments
which I think it would not be wise for me to accept as the actual facts,
because I haven’t talked to enough people, and I haven'’t been there.

Senator Bennerr. With that exchange, will you become aware to the
extent, that you will try to find out whether it exists, the source or
cause of the divisiveness, and what you can do to straighten it out?

Mrs. Bupenr., 1 would think, Senator Bennettt, my answer would
certainly be: yes. I would be a pretty poor Chairman if that wasn’t
one of the first things I tried to do.

Senator Benxerr. The reason for bringing it up is that we would
like to put you on notice so far as this committee is concerned, that
we think it may exist, and it may be one of the reasons why reports
aven’t coming out, and why the commission isn’t quite as effective.

Mrs. BepeLr., Senator, I am glad that you raised that point. And
I shall certainly be aware of it.

Senator Bennerr, Thank you. T have no other questions.

The Crrairaan. Mrs, Bedell, we have had some Commissioners who
have gono to the Tariff Commission with a philosophical hias, which
bias has caused them in the past to twist and distort the congressional
intent to reach preconcoivec& goals, Do you, to your knowledge, have
any philosophical predelections concerning foreign trade, either in
the direction of free trade or protectionism, which would cause you
to read the statute with colored glasses; either rose colored or some
other colored?

Mus, Bebrnn, Senator Long, T honestly think not. Now, that is very
diflicult to say about one's self; it is & subjective finding, but I am
not awave of being a hard-liner in either one of these I;T\ilosophies.
It is far too involved and important a ficld to approach with blinders
on, so to speak.

Senator Minrer. If T might make an observation, I think that the
lady from Washington is & little hard lined when it comes to bees and
honey.

Mrs. Bepern., There arve few exceptions, Scenator, But that was as
a Member of Congress, you understand.

Senator Tavataper. Maybe even wheat.

The Cramyan, The Justice Department is apparently suggesting
that the Tariff Commission should have followed their advice in
administering the unfair trade practice statutes.

What woufrd your attitude be toward following the advice of some
lawyers in the Justice Department in the interpretation of an anti-
dumping act?

Mrs, BepeLn, Senator Long, I am not aware of what action has
gone on in the Department of Justice. I would consider that any
member of the ULS. Tarifl Commission as I understand their responsi-
bility and their function, would be wrong in following the philosophi-
cal or legal advice of other than their own attorneys or factﬁn(\in;r
studies.

As T understand it, the Commission has its own attorneys and
general counsel.

The Cnamaran. That is what we think. We think that the executive
branch has no business trying to tell the Tariff Commission what
facts the Tariff Commiscion is supposed to find. That is why we have
insisted on the independence of the Tariff Commission. We don’t

.
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want a continuation of these efforts that we have had under the
previous administration of people trying to prevail upon the Tariff
Commission not to do its duty and to advise the Tariff Commission
that the law means something other than what the Tariff Commis-
sion, through its own lawyers and its own independent judgment is
entitled to construe. We don’t want that to happen again.

That is just one more effort of the administration to try and control
the Tariff Commission. It is not supposed to even try to do it.

As you know, your agency is an arm of the Congress which was
set up to provide us with the facts so that we, and also the Tixecutive,
conlo{ better determine the policies that we wanted to pursue.

What is your understanding of the role of the Tariff Commission,
and in particular the Chairman of the Tarifl Commission, in provid-
ing both the Congress and the Exccutive with objective factua‘ infor-
mation on trade matters?

Murs. Bepiri. Well, as T said earlier, the first Chairman of the Tariff
Commission, Mr. Taussig, said it as well as it has ever been said
when he said that this was its role: factfinding, it was an arm of Con-
gress. And again T repeat: I certainly believe that the Tariff Commis-
ston was, when it was set up and is considered today to be such a body.
And certainly from my viewpoint as Chairman, T would consider
it my responsibility to hold it sacred as such.

The Cramyan, Let me point out one thing to you about these
fraudulent statistics that we have been getting down through the
years. [or the Jast 5 years we have had these veports that we have a
favorable balance of trade. And T would like for you to read this
statement I am going to put in the record.

(The statement referred to follows:)

[From the Congressional Record, Tuesday, May 11, 1971]
SENATE
(By Mr. Long)

S. 1815. A Lill to require that publications of statistice relating to the value
of articles imgported into the United States include the charges, costs, and expenses
fncurred in bringing such articles to the United States, and for other purposes.
Referred to the Committee on Finance.

OFFICIALLY MISLEADING FOREIGN TRADE STATISTICS

Mr. LONG. Mr. President, several years ago. my late beloved colleague Everett
MeKinley Dirksen and I brought out the fact that our foreign trade statistles
are fraudulent and misleading. In 1966, the Committee on Finance held a hear-
ing on the subject and the facts develnped at this hearing substantiated our
contention. Kver since the death of Senator Dirksen, I have been trying to get
the Commerce Department to publish more accurate trade statistics to show
our true international cempetitive position, At numerous hearings, I have brought
this subject up to the Secretaries of Commerce and Treasury and to other officials.

These top officials understood the problem and agreed that the present sta-
tisties are misteading. However, the entrenched. faceless bureaucrats in the Fed-
eral Government who maintain their status throughout every administration,
Republican or Democrat, have fought the presentation of accurate trade statistics
in every way they could.

Finally, after much agonizing and dillydalling the Commerce Department agreed
to publish, on a quarterly basis, statistics which would break out those exports
financed under our giveaway foreign aid programs from private commercial
exports, and to add a factor to our imports showing the cost of insurance and
freight. However, as time passed. it was clear that this quarterly publication was
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completely inadequate. In the meantime, the Government’s monthly trade sta-
tistics were published proclaiming our fereign trade position to be in rosy surplus.
The truth is that we have had actual defieits in our foreign trade position ever
since 1968 as table I shown below indicates, which I ask unanimous consent to
have printed in the RECORD. '

There being no objection, the table was ordered to be printed in the RECORD,
as follows:

TABLE 1.—U.S. TRADE BALANCE, c.i.f. ADJUSTED 1960—1970
[In billions of dollars)

Total
AlID and exports
Public Law less AlD

480, Gov- and Public Merchan-

Totat Total ernment- Law 480 Total dise
exports, imports, Trade financed financed imports, . trade
f.0.b, f.0.b. balance exporls axports c.hfd balance
A) (B) (C=A-B) (D) (E=A-D) (F)  (G=E~-F)
42.7 40.0 +2.7 1.9 40.8 44.0 -3.2
37.3 36.1 +1.2 2.0 35.3 39.7 —4.4
34.1 33.2 +.9 2.2 3.8 36.5 —-4.7
3L0 26.9 +4.1 2.5 28.5 29,6 -1.1
29.5 25.6 +3.9 2.5 21.0 28.2 -1.2
26.8 21.4 +4-5. 4 2.5 24.3 23.5 4.8
25.8 18,7 +17.1 2.7 23.1 20.6 12. 5
22,5 17.2 +5.3 2.6 19.9 18.9 1.0
21,0 16.5 +4.5 2.3 18.7 18.2 +.5
20.2 14.8 +5.4 1.9 18.3 16.3 +2.0
19.6 15.1 +4.5 1.7 17.9 16.6 +1.3

'ld(:lF imports are assumed to be 10 percent higher in value than f.o.b. imports in accordanca with Tariff Commission
study,

Source: U.S, Department of Commerce.

Mr. LONG. After many members of the Finance Commitiee and the Ways and
Means Committee made it abundantly clear to the Secretary of Commerce that
the two responsible committees of Congress were unsatistied with the misleading
trade statistics propagated on the American public by the Commerce Depurtment,
the Secretury of Commerce took the matter up with the President of the United
States, This is stated in the Secretary’s memorandum of December 17 which I
shall later ask to be included in my remarks.

According to the Secretary’s memorandum, the President directed the Secretary
to implement the proposal. I repeat, the President of the United States directed
the Secretary of Commerce to publish accurate import statistics. The memo-
randum states :

“I discusssed this proposal with the President, and he directed me to imple-
ment it.”

Mr. President, a most extraordinary thing has occurred. Those nameless and
faceless bureaucrats in the Federal Government have told the President to go
fiy a kite; he is wrong.

I shall ask to place in the RECORD a most extraordinary report from Mr. Shultz
to Secretary Stans which states that—

“A great majority of participants in the Interagency Committee on Foreign
Trade Statistics expressed the view that it would be inadvisable for both statis-
tical and conceptual reasons to calculate and publish prominently such a series
on a regular basis,”

In other words, Mr. President, these bureaucrats are afraid of showing the
American people the true facts with respect to our foreign trade position. It is
ineredible to me that the President of the United States cannot get foreign
trade statistics published the way he and the Congress wants them published.

The Shultz letter is full of incorrect, irrelevant, and misleading statements.
For example, he states that—

“With regard to the calculation of imports c.i.f.,, a significant part of these
charges is paid to U.8. firms and therefore does not represent an international
payment.”

He apparently is not aware of the fact that U.S.-flag vessels carry only about
G percent of U.8. foreign trade. Is that a significant part? The fact is we simply
do not know what the costs of domestic versus foreign insurance and freight
charges are because we do not have the data to make the analysis,
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Then he says:

“C.i.f. charges cannot be legitimately considered part of the import side of the
trade balance.”

This is wrong. The effect of imports on domestic economy, on American jobs, is
not their value at the foreign factory or foreign port, but their landed value in
the United States.

He is obviously confusing balance of payments with balance of trade. I do
not particularly care if they want to break out services in balance-of-payments
accounting. I think they will find their service statistics are woefully inadequate
anyway. But for balance-of-trade analysis and the impact of imports on the
American economy, production, and jobs we should have c.i.f. statistics.

The letter then says that the British and French calculate their balance of
payments to show freight and insurance separately. But their import figures are
e.i.f. T checked the April International Monctary Fund statistics and found they
continue to calculate thefr imports ci.f. I ask unanimous consent to have table
2 printed in the RECORD,

" l'fhere being no objection, the table was ordered to be printed in the REcoRrv, as
ollows ;



TABLE 2.- WORLD TRADE: VALUE IN MILLIONS OF DOLLARS
Exports (fob) t kmports (cif) 1

1964 1965 1966 1967 1968 1969 1870 1964 1965 1966 1967 1968 1969 1970
World total . .. . 152,700 165,400 181,300 190,600 212,900 243,500 278,000 160,900 175,200 192.400 201,700 224,700 255500 288 000
Industrial countries_ .. .. . .. 95330 107,940 118,430 130,770 137,740 155800 179,600 208,000 110,590 120,540 134,020 141,200 159,970 184,000 211,000
United States.. .. . 23,387 26, 27,53 30.430 31,62 34,636 38 43,227 20,286 23,186 27,74 28, 74 35319 34,315 42,482
Umited Kingdom. .. L 12,220 12,785 13,72 14,676 14,37 15,346 17,51 19,363 15,949 16,103 16,85 17,6 18,959 19,956 21,643
Industrial Europe.... . . . 47,490 53,760 60,23 65,900 70, 26 79,690 93,740 109,240 58,860 64,370  69.93! 72,13 80,220 96,500 114,500
ustria. ,326 . . 1,684 1,809 1,989 2, 2,857 1 2,1 32 2,30 2,825 3, 549
Belgium-Luxembourg. . . , 840 , 601 6,391 6,832 7,03 8,164 10, 03. 1,800 5,930 6, 502 ,18 7,17 8,333 9,964 11,900
Denmark.. .. . ,908 , 121 2,320 2,454 2,53 2,639 3,01 3,400 2,618 2,823 3, 00 3, 15 3 3,812 , 490
France 3 3 10,05 10,890 11,38 12,682 14,99 17,888 10,070 10,343  1I, 84 12,38 13,939 17,3713 19,133
Germany. . 14,621 16,221 17,90 20,145 21,748 24,853 29,070 34,194 14,618 17,482 3 17, 36 20,235 24,953 29,817
|¥.. .- X X 1,20 8,0, 8,705 10,187 11,728 13,186 1,252 7,318 , 58! 9,827 10,286 12,450 14,939
Netherlands.__ ... . 961 . 807 6,39 6,751 1,286 8,341 9,963 11,765 7,055 7,460 , 01 8, 33 9,291 10,989 13,391
orway. ... 1,013 L 291 ,44 1,564 1,738 1,938 2,203 2,445 1,984 2,201 , 404 2,74 2,706 2,943 3,696
Sweden___ o , 203 , 675 3,97 4,266 4,5 4,937 5,688 6,762 3,85 4,371 4,70 5,182 5,905 7,011
Switzerland. ... . .. ... , 417 , 647 2, 96| 3,215 3,49 3,968 4,627 5,135 3,610 3,697 , 944 4,126 4,513 5, 285 6, 551
Canada.. ... . . . . 179 , 067 8,49 9,988 11,03 13,158 14,39 16, 861 7,554 8,713 10,170 10, 96¢ 12,482 14,250 14,526
Ja(ran.. - , 453 , 674 8,45 9,777 10,44 12,973 16, 00 19,379 7,994 8,175 ,530 11,62, 12,997 15,035 18,889
Other developed areas. . _. - 9,540 10,73 11,120 12,310 13,230 13,800 15,94 18,000 15110 17,360 18,420 18,980 19,700 22,500 3
Other Europe . 4,410 5, 13 5, 620 6,350 6,800 7,100 8, 300 9,800 8,480 9,850 11,160 11,160 11,530 13,650 16, 000
Fintand. 1,149 1,29 1,421 1,508 1,534 1,637 1,88 2,307 1,505 1,645 . 126 1,698 1,598 2,023 2,637
Greece. . . 290 32 406 1,134 22 1,186 1,393 1,594
Iceland 94 11 129 140 9 82 148 131 137 15 162 138 123
Ireland 650 62. 615 684 730 798 91 1,035 974 1,041 1,04 1,087 1,175 1,41 1,570
ia.. .. 15 1 24 30 ? 34 38 40 96 98 108 12 148
Portugal 418 51 576 620 701 732 23 946 778 924 1,02, 1,059 1,039 1,232 1,556
pain. 736 95% 967 1,254 1,584 1,590 1,900 2,344 2,245 3,004 3,574 3,45 3,498 4,233 4,717
Turke 368 411 464 4 523 496 37 537 872 718 685 764 747 .. -
Aust «1 0 avia 790 893 1,002 1,223 1,252 1,264 1,41 1,679 1,323 1,288 1,571 1,707 1,797 2,135 2,812
ustralia, New
rica.... .. 5,130 5, 60 5, 500 5,960 6,420 6,690 7,630 6,630 7,510 1,2 7,820 8,170 8,850 . .
Australia . 2,788 3,03 2,978 3,158 3,478 3,526 4,221 4,771 . 313 3,765 3,63 3,913 4,382 4,558 4,800
New Zealand. B 910 1,07 1,007 1,076 993 1,010 1,211 1,400 961 1,043 1, 09! 955 895 , 003 1,120
South Afrlea.... . ... 1,432 1,491 1,518 1,726 1,954 2,158 2, L. 2,3% 2,699 2,526 2,948 2,891 3,291
Less-devaloped areas. . . 1,200 34,000 35900 38,300 39,600 43,300 48,000 ... . 35,200 37,400 39,900 41,500 45,000 49,000



TABLE 2. WORLD TRADE: VALUE IN MILLIONS OF DOLLARS Continued

Exports (fob)! §mports (cif) !

1964

1963 1965 1966 1967 1968

Latin America..... . ... 9,180 9,860 10,380 11,040 11,030 11,570
Argentina. . __ 1,365 1,410 1,493 1,59 1,464 1,368
66 93 110 12 145 153

1,406 1,430 1,595 1,74 1,654 1,881

(] 540 624 685 87 810 41
SN . 446 546 §37 510 510 58
CostaRica.. ... . . . . 95 114 12 136 144 n
Dominican Republic... . . 174 179 126 137 156 64
Ecuador .. . - 148 159 180 186 2 08
| Salvador. 154 178 189 189 207 13
Guatemala.. ... . . 154 167 187 2 204 27
alti. . 41 4 37 4 36
Honduras 83 9 127 1 154 79
exico. 969 1,03 1,120 11 1,136 1,254
Nicaragua 100 11 144 1 146 57
Panama 60 7 19 3 00
Paraguay. 40 50 57 8 48
eru. 540 661 666 7 801 65
Uruguay... 165 17! 191 1 159 79
Venezuela. . E 2,629 2,70, 2,744 2,1 2,886 2,857
Other Western Hemisphere. . . 1,650 1, 65 1,680 1,7 1,880 1,930
Barbados. .. .. .. 1 3 37 42 43
Guadeloupe_.. .. . - 38 3 38 2 38
e - . .- 102 g! 97 1 113 108

amaica . . 202 21 214 2 224 219
Martinlque. _ .. U 36 38 3 40
Netherlands Antilles. . . 658 63 603 592 608 599
Surinam. . . N 46 4 59 92 107 13
Trinidad and Tobago.. . 374 408 403 429 440 472
Other.. .. 150 150 190 220 270 300

t The world total excludes the Soviet area countrigs and Cuba. Available current trade totals for
these countries are shown on page following Austria country pages,

The data are identical to those given on the country pages, converted to U.S, doliars and assembled
into January December years, However, data are also given here for countries for which there are
no country pages. Descriptions of tho data and discussions of the problems of conversion to U.5.
dollars are in the counlry notes. Totals include estimates for histed countries for which data are not

1970

1969 1964 1665 1966 1967 1968 1970
12,400 . 8, 580 8,840 9,720 10,130 11,180 12,100
612 .. . L0717 Ll 1,124 1,096 1,169 1,576
J:7 2 97 12 38 151 52 167
2,311 .. L2683 1,096 1,496 1,667 2,132 2,242
. 607 60/ 57 72 43 ..
698 . 5 45 74 49 43 686 .. . ...
194 . 139 17 78 19 14 245
184 214 221 10 85 20 26 243 306
183 . 152 16 64 19, 29 262
202 191 20 20 22 14 214
262 202 22 07 24 47
7 .. 3 38 3 38 40
169 102 12 49 6 86 184
1,430 1,493 1,56 1,605 1,74 1,960 2,078
155 . 136 16 82 20/ 85 177
120 181 20 35 25 6 294 .
1 64 40 55 59 7 82 76
864 584 745 17 83 3 604
200 198 150 64 7 5 197
2,892 1,269 1,454 1,331 1,46 1,69 1,752
2,000 . , 300 2,420 2,540 2,720 2,800 , 000
40 64 68 76 n 84 97
4 79 85 93 100 02 106
121 87 104 118 129 10 118
257 289 289 327 348 8. 442
6 . 79 91 93 106 0 128
625 .. 758 721 721 716 8 808
L 8l 95 90 103 99
473 426 47/ 454 417 42 483
350 440 490 570 660 7 800

available, The comparability of trade data over a period of years is necessarily affected by changes

in political or customs area houndasies. Excapt as noted the data refer to the area as they were at
the period repoited. .

For countties reporting imports f.0.b. or exports at place of dispatch, the data in this table are
adjusted to include freight and insurance. For details see the 1966/67 supplement to IFS,

Sourca: International Monetary Fund, International Financial Statutes, April 1971, p, 36,

¥c
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Mr. LONG. On the export side, Mr. Shultz says that we should not show our
foreign aid financed giveaway exports separately from private transactions
because *“‘the proposal ignores the favorable impact on the balance of payments
which occurs when the dollar balances are repaid.” lie is obviously not familiar
with our aid program. When we sell wheat to India in exchange for Tndian
rupees, how does that earn us dollars? From a balance of payments point ot view,
we might just as well dump the wheat in the ocean. In fuct, it might be cheaper
since it would save us shipping expenses.

Most of our aid is long term—40-year loans at low interest. A large part of
the PPublic Law 480 agriculture sales are for nonconvertible foreign currencies,
which no one expects to ever see paid in to the U.S. Treaury. T'o put these trans-
actions in the same basket as straight cash or short-term credit transactions is
to completely mislead the American people as to the trne state of American
competitiveness,

Mr. President, this episode raises another question: Why does the Seeretary
of Commerce have to go on hig knees to Mr, Shultz to get some statistics pub-
lished, which, by statute, under section 484(¢) of the Tariff Adét, are under the
legal jurisdiction of the Secretary of the Treasury, the Secretary of Commerce,
and the Chairman of the Tariff Connmission. After having received the approval
of the President, why does an interagency committee have the authority to
thwart the President’s will on a matter he has already approved. I applaud
Sccretary Stans for his efforts to correct his Departinent's misleading statistics
and for getting the President’s support. 1t is unfortunate that an interagency
committee can thwart the President’s will,

To assist the Secretary and the President I intend to do what is in my power
to make sure that the foreign trade statisties presented to the American people
paint an accurate pleture of where we stand in foreign trade. To this end, Mr.
President, I am introduecing a bill which had been approved last year by the
Finance Committee as part of the Trade Act of 1970, which would by statute
direct the publication of the statistics which the President’s hureaucracy refuses
to publish, even after the President has instructed and directed that they be
published.

I ask unanimous consent to have printed in the Record the correspondence
between Mr. Shultz and Mr. Stans on this subject, which tells an incredible
tale of how the nameless and faceless bureaucrats arve able to thwart the will
of the President of the United States, and also a news report from the Journal
of Commerce describing the affair.

There being no objection, the material was ordered to be printed in the
Record, as follows:

OFFICE OF MANAGEMENT AND BUDGET,
Washington, D.C., December 30, 1970.

MEMBERS OF INTERAGENCY COMMITTEE ON FOREIGN TRADE STATISTICS8~—~NOTICE OF
MEETING

Time: Monday, January 11, 1971, 2:30 p.n.
Place: Room 1010/, New Executive Office Bullding.
Subjects to be considered :

1. Proposal by Department of Commerce on the reporting of Merchandise
Export and Import Data presented in attached memorandum, December 17, 1970,
érom the Secretary of Commerce to the Director, Office of Management and

udget.

Reference to related data currently published :

I'T990 (Census September, 1970, Special Announcements section, p. III, data
on c.i.f. values of imports, and federally assisted exports.

Survey of Current Bustness, Table 4 of quarterly balance of payments articles
published in issue dated last month of each quarter,

2. Plans of Census Bureau to update factors used to estimate low-value ship-
ments for which Shippers’ Export Declarations are not required,

PAvUL F. KRUEGER,

Chairman, Interagency Committee on Foreign Trade Statistics.
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THE SECRETARY OF COMMERCE,
Washington, D.C., December 17, 1970.

Memorandum for: The Honorable George I’. Shultz, Director, Office of Manage-
ment and Budget.
Subject : Reporting Merchandise Export and Import Data.

In response to a request from the Senate Finance Committee, [ am hereby
proposing that the Department of Commerce report monthly and annual mer-
chandise export and import totals on a new basiy, as well as continuing the
present basis of reporting. The new series to be reported are total “commercial”
exports and total “CIF” imports.

I discussed this proposal with the President, and he directed me to imple-
ment it.

We plan to derive the monthly “commercial” export total by deducting from
the present total export value: (1) actual military-grant-aid shipments, (2) the
estimated value of exports financed under Public T.aw 480 and (3) the esti-
mated value of exports financed by the Agency for International Development
under the Forelgn Assisiance Act. These two estimated values would be pro-
vided by the Department of Agriculture and the Ageney for International De-
velopment, respectively.,

At present, AID compiles data semi-annually on exports financed under the
Foreign Assistance Act and makes them available only after a considerable time
lng. Agriculture prepares quarterly figures on exports financed under the .1,
480 program, with a lag of about three months, As the compiling ageneies, AID
and Agriculture should be requested to make the up-to-date monthly estimates
that will be necessary to adjust exports to the new basts, Thexe estimates will
Le needed by the Foreign Trade Division of the Burean of the Census no later
than three weeks after the end of each month. In addition to these estlmatoes,
both azencies should be requested to develop more current actunl data on these
shipments.

Tn making thig adjustment, we have not deducted exports financed by Export-
Import Bank loans, because these exports are almost always sold in regular
commercial transactions and becnuse the loans are usually short-term, In brief,
despite financing aid, these exports are in every sense of the word “commercial.”

The current monthly c.i.f. import totals would be calculated by applying to the
regular total import value the estimated c.i.f. factor for the most recent calendar
year covered by the annual sample survey of c.i.f. import values. (The latest
sample survey of c.i.f. import values covered transactions for 1968. C.i.f. values
for the sample items were found to be 6.39 higher than the values for the same
items as reflected in the regular Census import statistics. A sample study of
the 1969 import transactions is now underway and should be completed within
the next few months,)

Corresponding data for both imports and exports are being prepared on an
annual basis for prior years back to 1947. For exports this will involve dedueting
actual shipments recorded under Lend-Lease, UNRRA, the Department of Army
Civilian Supply, Incentive Materials, and International Refugee Organization
Programs and miltavy-grant-aid, as well as the estimated value of exports fi-
nanced under P.L. 480 and by the Agency for International Development and its
predecessor agencies,

Ifor imports, the estimated annual c.i.f. totals will be calculated by adjusting
the regular import total as follow ,:

(1) The 1968 and 1969 total fmport values wlill be multiplied by 1.063, the
clf, factor estimated from the 1968 import transactions.

(2) The 1967 import total will be multiplied by 1.0069, the c.i.f. factor esti-
mated from 1967 transactions.

(3) The import totals for 1947 through 1966 will be multiplied hy 1.083, the
c.if. factor estimated from 1966 transactions. (1966 was the first year for which
a sample survey was made of ¢.i.£. import values.)

Obviously, there are shortcomings in this way of developing “commercial”
export and c.bf. import data. Aside from the acute timing problem, however, it
would seem that the costs and difficulties involved in attempting to obtain pre-
cise data would far outweigh any improvement in their usefulness.

Our proposed procedure and timing for the new trade data are as follows:

1. The Assistant Sccretary of Commerce for Ilconomic Affairs will issue a
monthly release containing total merchandise exports on the present basis and
on the new basis, showing the trade balance on each basis and giving equal
prominence to the trade balance on ench basis.
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2. The data on the new basis will be prepared by the IForeign Trade Division
of the Bureau of the Census, as are the data on the present basis.

3. The issuance of the data on the new basig will begin at the end of January
1971, when data for December 1970 and for the entire year 1970 are first
available.

4. The Bureau of the Census will continue to issue detailed monthly data on
exports and imports but will not calculate a trade balance.

Maurice 1. STANS,
Secretary of Commenrce.

Hon. MAurice H. STANs,
Secretary of Commerce,
Washington, D.C.

Dear Mg, SeEcrETARY : We have given caveful consideration to your memoran-
dum proposing the publication of a new trade balance. 'I'he proposal, presented
to our Interagency Committee on IForeign M'rade Statistics, wasg that a monthly
balance be calculated by subtracting imports c.i.f. from non-Government assisted
exports, A great majority of participants cxpressed the view that it would be
inadvisable for both statistical and conceptual reasons to ealeulate and publish
prominently such a serles on a vegular basis. My staff supports this view, and I
councur in their judgment.

With regard to the caleulation of imports c.d.f., a signiftcant part of these
charges is paid to U.S, firmg and therefore does not represent an international
payment, IFurthermore, insurance and freight sve properly elassified under
servicez, not trade. Hence, cif. charges cannot be legitimately considered part
of the iniport side of the trade balance. In this connection, it should be noted
that last November the British, and ovily weeks ago the I'rench announced the
discontinuance of the balance figures they have been publishing based on ¢.l.t,
valued imports. Thelr published commodity balances will now be baged on f.0.b.
values, with freight and insurance being refiected in the services portion of the
balance of payments accounts,

Insofar as exports are concerned, the proposal to subtract those which are
federally assisted impliex that if this assistance had not been available our total
exports would be correspondingly less. While therve would be some reduction
in exports, this implication is incorreet. The proposal also ignores the favorable
impact on the balance of payments which oceurs when the dollar balances are
repaid. In our view, the trade balance should pressure the net transter of real
goods irrespective of the sources of financing,

Amual estimates of imports c.if. are published by the Census Bureau for
major commodity groups and for major exporting countries. Those data are
useful in analysing landed prices of foreign goods and after taking account of
tariffs, the import component of the supply of goods to domestic markets. The
techniques involving these annual compilations cannot, however, legitimately
be used to prepare similar figures monthly.

While we cannot agree with the proposal to publish monthly this additional
set of exports and import figures, and the balance derived from their comparison,
we do see ways in which you could improve the presentation of trade statistics
tihnt fit into your approach, and we would encourage you to proceed nlong these
lines.

Like you, we recognize limitations in the monthly trade balance data now
published by the Department of Commerce. We understand that work is now
being done in the Department on the preparation of a new monthly balance,
following balance of payments concepts, with a view to publication later this
vear. The definition underlying this balance is generally recognized as the hest
for balance of payments analyses and trade policy considerations, and is accepted
for these purposes in international forums. When this new balance becomes
available, it would be desirable to consider substituting it for the monthly bal-
ance now published based on Census data.

Your efforts in this direction would be strengthened by improvement and ex-
pansion in data collection in order to provide better information both for the
work referred to ahove and for other analytical uses. For example, consideration
should be given to Improving the quality of valuation data now being collected,
More frequent information on transportation and insurance costs associated
also be useful.

Finally, it would probably contribute to better public understanding of the
interna‘ional trade situation if you would undertake a more comprehensive
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compilation of foreign trade data which would include some informa-
tion of the type contained in your proposal. I would think that a presentation
could be developed which, with analysis and interpretation, would be more effec-
tive and useful than either the routine monthly publication envisaged in your
proposal, or the present publication of quarterly data on Federally assisted ex-
ports and annual data on c.i.f. valued imports. In addition to periodic publeation
in articles, you and your staff could use such data in speeches and other public
gtatements,
Members of my staff will be glad to assist in the development of these alterna-
tive approaches.
Sincerely,
GFORGE 1. Snuvrrz,
Director.

NixoN Vores NEw WAy T0 RerorT TRADE BALANCE
(By Rlchard Lawrence)

WasHINGTON, April 25, —DPresident Nixon reportedly has approved a new way
of reporting the U.8, trade balance—it would show the country as scoring deficits
rather than surpluses—-hut top aides arve balking,

They ave said to fear that the new procedure would only serve protectionist
causes,

The issue is basically whether the 1.8, should report its monthly foreign tvade
position the way most other nations report theirs hy counting imports on a «.Lt,
(cost insurance freight) basis.

The U.S. tabulates its imports in a way much cloger to an f.o.b. basis, where
only the value of the product in the country of export is counted. ¥reight and
insurance charges are excluded.

The difference is that U.S. imports probably total 6 per cent more using c.i.f.
statistics, Last year, for example the U.S, would have just missed a trade defieit,
had the el.f. standard been used.

Instead, the Commerce Department reported that last year the U.S. reaped
a $2.7 billion surplus.

For more than four years, the Senate Finance Committee and particularly
its chairman, Sen. Russell Long, D-La. has been .vging the exccutive branch
to report the c.i.f. import totals, for a better comparisor with the trade balances
of other major nations.

The committee is not asking that the-present import tabulating system he
serapped. It only wants the c.l.f, data to be also reported monthly by the Com-
merce Department.

It further suggests that the department separate foreign shipments from the
U.8. export total. That way, it says, a more “realistic picture of our true com-
petitive position” may be had.

By deducting foreign aid exports, while reporting imports on a c.i.f. basis,
the U.S. trade balance these days would be deep in deficit,

The Commerce Department, for a long time reluctant to carry out the com-
mittee’s urgings, now is willing to do so. Meanwhile, it has been printing c.i.f.
estimates and foreign aid exports in an obscure quarterly statistical publication,
as a gesture to the Senators.

The department’s change of attitude appears to stem from the committee’s
continuing demand for the monthly data and the department’s own growing
concern about rising imports.

In a recent letter to Committee Chairman Long, Commerce Secretary Manrice
Stans said he had raised the fssue with President Nixon and that the President
had agreed to the committee’s request.

NO ACTION TAKEN

But no action has since been taken, and none seems imminent, The reason, in-
siders say, is that Budget Director George Schultz is resisting a procedure that
would put the already shaky U.S. trade position in a worse light.

The Budget Office is involved since collecting the additional c.i.f. data probably
would mean additional customs expenses.

The Senate Finance Committee, however, is likely to take matters into its
own hands, if the administration keeps refusing to act. Last year, it appended to-
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the trade bill a requirement that the Commerce Department report c.i.f. imports
and separate foreign aid exports,

The trade bill died, but the committee may tie the requirement onto another
measure this year. The full Senate can be expeccted to approve, and there seems
to be a good chance that the House would then go along to force the administra-
tion to report what many say is the “real” American trade balance.

Mr. LONG. I also ask unanimous consent to include in the RECORD a statement
I made on this subject on September 17, 1970, together with materials submitted
at that time. This should put into perspective in one place in the Recorp a full
explanation of the fraudulent and misleading trade statistics which have been
gold to the U.S. public,

There being no objJection, the materinl was ordered to be printed in the
REcorp, as follows :

OFFICTAL MISSTATEMENTS ABout OUR ReAl FoRereN T'RADE PosiTioN

Mr. Long, Mr. Presldent, the International Monetary Fund has recently issued
‘A report warning against the consequences of prolonged U.S. balance-of-payments
defleits. We have been running deficits in our balance of payments in every year
since 1960 with the exceptions of 1957 and 1907,

For the first half of 1970 the balance-of-payments deficit, under the traditional
basis of measurcment, was running at an annual rate of $6 billion, On another
busls of measurment—the so-called official settlement method—the balance-of-
payments deficit for the Hrst half of this year was running at an annual rate of
$9 bitlion,

One of the major problems we face in senvching for solutions to our balance-
of-puyments problem is misleading information on our balance of trade.

The Department of Commerce has recently issued monthly trade statisties
which have been widely reported by the press us showing “a booming surplus” of
exports over imports, “running at an annual rate of more than $5 billion” for
June and July. ‘It has been suggested that this so-called surplus indicates that
the country would be better off without the major trade legislation awniting
House action that would impose mandatory ifmport quotas on textiles and
shoes, and facilitate import Hmitations on other products. T'o cite 2 months’
statisties ns evidence of a basle reversal in our trade position is grasping at
straws, It is a classic example of how misicading facts create erroneous
conclusions,

The Department of Commerce stalistics give a false Impression that this coun-
try enjoys a highly favorable balance of trade whe, in faet, if our trade balance
were aceurately tabulated, it would show an unfavorable halance of trade.

Ior too long the public has been misled into believing that we have a “fuvorable
balance of trade.” The proponents of our “one way free trade philosophy” have
argued that our trade negotiations have been an unmitigated success since they
have resulted in g “favorable balance of trade.” Even our negotiators have put
themselves at a disadvantage by using our misleading statisties and providing
their negotiating counterparts with the ammunition to destroy our negotiating
position. All the forelgn negotiator has to do is read bacle the statements of our
negotiators about how favorable our trade picture is, and how {f we do anything
here to protect our industries, they—the foreigners—will retaiate, and our nego-
tiating position 1 destroyed. If you read back to a man 1'is own words it is hard
for him to repudiate the thought behind them.

So here are our own negotiators nsing misteading trade statistics, misleading
Congress, misleading the Amervican publie, misleading the world, and defeating
their own objectives in representing American interests,

All foreign countries have to do is read back to them their own false state-
ments which they make. Those false statements arve picked up and published in
the New York ‘Iimes, which is probably the only American newspaper that
diplomats in foreign governinents usually read, and they cannot understand why
the United States is trying to save some domestic interests, when our national
policy requires it.

In past years—during the first half of the sixties—our misleading statistics
indicated that our balance of trade was in surplus by $5 to $7 billion. In more
recent years, since 1967, this so-called surplus has dwindled to a rate of about
$1 hillion. So, even under the nost rosy method of calculation, the balance of
trade has deteriorated sharply over the last 4 or 5 years.
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But, Mr. President, this is not the whole story. Those official figures belie the
fact that our balance of trade was never as favorable as the official figures
would suggest, and that we have a large net deflcit on commercial exports and
imports.

Under the traditional methods of caleulating our trade halance, our exports
include foreign aid giveaways which do not carn a penny of foreign exchange
for the United States. When we give wheat or corn away to India, for example,
the farmer receives his money from the U.8., Government, not from the Indian
Government, The American taxpayer pays for the wheat, not the Indian Govern-
ment, As far as our balance of trade is concerned, we just as well might be dump-
ing it into the ocean. In fact, we would save money, because we would save the
ocean freight.

On the Import side of the equation we do not include the cost of Insurance and
frefght in computing imports, even though most other countries in the world, the
United Nations, and the International Monetary Fund calculate imports on a
cd.f, basis, The Tarlff Commission has done some calculations showing that if you
computed our imports, on the same basis that most other countries compute their
imports, it would Increase our import value by 10 percent,

So, Mr. President, if we deduct the foreign giveaways from our exports and
caleunlate our imports the snme way that most foreign countries do, instend of
having a $1.4 billion balance-of-trade surplus—last year—in 1969, we would
have about $4.4 billion balance-of-trade defieit, In other words, the statistics
overstate our position by more than &5 billion.

Let us look at what has happened in 1970. Our exports are reported to total
$24.9 bitlion for the perlod Junuary through July. If we subtract the foreign
ald giveaways, the net figure would be about $23.4 billion. Our imports, f.o.b.,
were running at $22.9 billion and, if we add the ci.f factor of 10 percent, this
would increase to $25.2 billion, leaving us with a net unfavorable balance of trade
of $2.3 billion. So, what i8 widely reported in the press as “a booming surplus”
aclually turns out to be a blooming defieit.

Let us look at the July data which is heing widely cireulated as evidence that
we do not need the major trade legislation just about to pass the House. The
Department of Commerce statistics show exports of $3,683 million and imports
of $3.242 million for a net “surplus” of §441 million. Some analysts multinly this
by 12 and say we are running a surplus of over $5 billion,

Now let us see what happens if we revise these misleading figures, Take ont
the foreign ald giveaways and our exports drop some $200 million to $3.483
million; add the e.d.f. factor and our import bill for July increase by some $324
million to some $3,566 milllon, leaving us with a net defleit of $83 million for
July, If we then multiplied that by 12 we could say our balance of trade is run-
ning in deflcit by $996 million. Not a $5 billlon annualized surplus. Mr. I’resi-
dent, a $996 million annualized defleit for that month on that basis of caleulation;
and that is the best month so far this year,

I am not going to elaborate on the fact that what has been hatled as a big
export surplus in June or July, occurred at a time of domestic recession, grow-
ing nnemplovmcut, and huge balance-of-payinents defieits, If we need a domestic
recession to ereate a phony trade surplus is that any cause for rejoicing about
our competitive position? Tt is suftice to say that the trade statisties currently
published are a misleading indicator of the competitive position of this country
in world markets and they should be changed to more accurately reflect our true
competitive position.

Mr. Lowna. T pointed out, Mr. President, that this country is faced with an
unfortunate situation where bad figures lead to bad conclusions. The books are
deliberately kept in an erroncous fashion, in my Judgment, to justify an erroncous
policy that is benefiting somebody, but it is not benefiting this Government.
Mr, President, let me sum up my remarks, This Nation has been pursuing trade
policies which are indefensible. We maintain an open-door policy for foreign
imports. while other countries work hand and glove with their industries, pro-
tecting them, and insuring their competitiveness,

The bureaucrats who created this indefensible policy, and have a vested
interest in its perpetuntion, do not identify themselves, They hide behind faceless
and nameless editorial writers who heap scorn on Members of Congress who try
to save American jobs for American workers. These editorial writers pour out
insults and use fraudulent statistics published by the Commerce Department
to support their nonsensical positions, Their case cannot stand the light of
day. Yet one is unable to tell who they are or what their purpose might be,

BEST COPY AVAILABLE
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Mr. President, in the past 10 years our balance of payments has been in
deficit, measured on a liquidity basis, by $27 billion, as table 3 demonstrates,
which I ask unanimous consent to have printed in the RECORD.

There being no objection, the table was ordered to be printed in the Reconp,
as follows :

TABLE 3.—U.S, BALANCE OF PAYMENTS, 1961-70

{In biltions of dollars]

average 1966 1967 1968 1969 1970
2
Merchandise trade balance 5.4 3.0 3.9 .6 .6 2.0
p 23,0 29,4 30.7 33.6 36.5 42,9
Import -~17.6 ~255 ~268 —-33.0 358 ~39.3
Inves 3.5 41 4,5 4,8 4.4 14,6
Recelpts from U.S. Investments abroad. ..... .. 4.9 6.3 6.9 7.7 8.8 19,
Pagments on foreign investments in United
tates. .. .....oeieoieeaoon . -1.3 -2.1 ~2.4 -2.9 -4,5 1-5.3
Balance on other services. .. -2.5 -2.7 ~3,2 -2.9 -3.1 1-3.1
Balance on goods and services. .. ............. 6.5 5.3 5.3 2.5 1.9 13.9
Unilateral transfers, excluding Government grants. _. -.8 -.9 ~1.2 ~-11 -1.2 113
Balance on current account, excluding Government
FAMS. oo eieecia e e emmeseaaaean 5.7 4,4 4.0 1.4 .8 12,6
U.S. Government economic grants and credits2. .. .. -3.7 ~3.9 ~4,2 ~-4.2 -3.7 1-3.4
Balance on private direct investment.............. -2,2 -3.6 -2.9 --2.9 -2,2 1-3.8
Balance on securities transactions. ........ .. ... -.8 4 -.3 3.1 1.6 1.3
Balance on various other long-term capital trans-

ACtIONS . . e imeneean ceeaae -5 .6 .2 .9 .7 1.3
Balance on current and long-term capital accounts s, -1.4 -2,0 -3.1 -17 ~2.8 1-3,3
Balance on various other capital transactions: Short-

term, other than liquid liabilities; fong-term

bank liabilities to foreign official agencies; non-

markatable U.S, Government [iabilities; unsched-

uled debt payments on U.S, Government credits;

and Government sales of foreign obligations to

fOTeIGNBIS. . . .ot iicaaiae . 1.2 .6 2.3 —1.3 11
Errors and omissions. ... ............ -.9 -5 ~1.1 -.5 -2.8 12,0
Allocation of special drawing Fights. ..o . oeor i i i iiiet e i ez .9
Balance on liquidity basis.._.._.._...._... ... ... -2.3 ~1.4 -3.5 .2 -~1.0 -3.8
Less certain nonliguid liabilities to foreign official

ARONCIBS. . . eiiieeiaa i caaaiaaaas ! .8 1.3 2.3 -10 .3
Plus liquid liabilities to private foreigners and inter-

national organizations. .. ... .. . .ceeeiiineienn 7 2.4 1.5 3.8 8.7 -6,2
Balance on official settlements basis.....c..... ... . =18 .3 -3.4 1.6 2.7 -9, 8

1 1st 3 quarters of 1970 at a seasonally adjusted annual rate.
2 Net of scheduled repayments,
I 3,,%’{?'"‘""“ changes In long-term bank liabilities to foreign official agencies and in nonmarketable U.S. Government
abilities,
4 One varsion of the so-called basic balance.

Note: Datails will not necessarily add to totals due te rounding.
Source: Treasury Department,

Mr. LONG. Mr. Presldent, no nation, however strong, can continue policies
which place it in such heavy debt to foreign nations. The American people have
been told that central banks and commercial banks in Europe are refusing to
accept any more dollars or will accept them only at a discount, This could force
a dollar devaluantion with dire consequences for the international monetary
system. If we do not correct the balance-of-payments deficits on our terms, they
will correct it for us on their terms.

How can we correct our balance of paymeniz and remove the albatross which
hangs over the head of the international monetary system? We cannot do this
by merely increasing exports. We must also take sctton to stem the tide of rising
imports.

There are many ways of correcting a bad situation, but we simply cannot ne-
gotiate away our balance-of-payments deficits, or let “benign neglect” solve the
problem. Our defieits are other countries surpluses. They do not want us to solve
our deficiis in a way which will hurt them.

The Germans do not want us to solve our deficits by removing any American
troopgs from Germany. The Krench and Italians do not want us to solve it by
reducing our imports of wine and shoes. Nor do any countries wish to help us by
redueing their protectionist policies which discourage U.S, exports to their mar-
kets. The Japanese and the Buropeans have many more restrictions on imports
from us than we do on imports from their countries.

Central bankers from these countries want us to raise interest rates so they
can pick up more of the banking business. Well, that is a very unsatisfactory
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way to solve our international deficit situation, because it puts our demestic
economy through the wringer and causes many cconomic and social problems for
the American people.

We in the Congress are also somewhat schizophrenic on this issue. Members
from New England want to solve the balance-of-payments problem by reducing
footwear imports without concern for imports of other sensitive products. Mem-
bers in textile States want to cut down textile imports. Oll States’ representa-
tives wish to cut down oll imports. ‘There is no unifled, consistent policy to deal
with this problem.

But we must deal with it because the United States has adopted many policles
around the world which cost us money; without a healthy trade surplus, we will
not be able to pay for those policies. Otherwise some of those policles must be
discontinued.

Multinational firms who argue against trade restrictions to protect thelr in-
vestments abroad and to insure a ready market for their exports to this country
may soon find those investments nationalized and paid for by foreign govern-
ments with American dollars earned as a result of our defleits.

It is time for American people to know the truth about our International bhal-
ance-of-trade and balance-of-payments positions and the consequences that will
oceur if we do not solve them on our terms,

Thae President wants to level with the Amerlean people on our sorry balance-
of-trade situation, but his bureaueracy has prevented it.

The bureaucrats to whom I have made reference have cast thelr President in
the image of u helpless glant, unable to even convey the truth to the public as
much as be would like to do it.

An honest presentation of the facts to reflect the truth in an understandable
manner is fundamental to a reshaping of outdated and misguided polleles of
trade and aid. If [ have enough influence, the truth will be honestly presented.

The Cuamraran, The majority of the Finance Committee agrees
with this, because we voted to make the Iixecutive provide this infor-
mation to make these trade figures reflect the ocean freight because
they have been handing us trade figures that are kept differently from
those of other nations,

The other nations determine whether or not they have favorable
balance of trade and commodities by looking at their imports on a
c.i.f. basis, which includes the freight and insurance. Just on a simple
basis if you are buying something from abroad, what you are paying
is what 1t costs when you receive it here: not what it costs overseas.

We all agree that it would be appropriate to keep the export figures
on an f.o.b. basis, because this is how all important countries keep
theirs, so we are supposed to keep ours this way. And we don’t argue
abont that part of it.

Tiven though you wanted to argue about how that should be kept, it
would seem to me that so little of our shipping moves in American
bottoms that you could even argue that you ought to consider some
of the freight on exports as an expenditure of American cash. But
we need not get into that.

The International Monetary Fund, trying to have some basis to
compare trade among nations, puts all these figures up on a c.i.f,
basis on imports. Japan and a\l the other major trading nations
report. on a c.i.f, bagis, And if vou put our imports on a c.i.f. basis
it makes a great deal of difference.

Furthermore, the administration wants to take all these Public
Law 480 sales and all these giveaways in the foreign aid program and
put these things down there as though they were to be paid for, and
take the $400 million or $600 million of grain to India in a single year,
and put that down as though we made $600 million, when we gave that
away under Public Law 480.

As a matter of fact, we don’t expect to get much money back out of
that. One fair proposition would Le to simply take the ratio of sales
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on credit to payments that we are receiving from the prior credit
sales in the previous year and apply to sales In the current year so as
to make a proper adjustment. Tﬁmt being the case, I suspect that you
would find that these long-term credit sales would appear to be about
90 percent giverway and 10 percent payment. And if you make a
proper adjustment then we can look at that, but if rou make your
statistics allow for those two things, we will stop reflecting that we
have a favorable balance of trade when we have an unfavorable one,
such as these figures show. It is a difference of almost $6 billion a year,
and it has caused the administration for the last 5 years to go around
happily stating that they had a big surplus, when the fact of the
matter is they had a deficit.

There is a cumulative deficit of $26 million since 1966, Instead of
having a $12 billion surplus over this period we actnally had a $14
billion deficit. I would urge you to use your best influence to put this
matter on a proper basis so that it is at least comparable to foreign
countries.

The statute * says that the Secretary of the Treasury, the Secretary
of Commerce and the Chairman of the Tariff Commission are
authorized to direct from time to time for statistical purposes
the enumeration of articles, and so forth, and how these statistics are
kept. That is you, the Secretary of the Treasury, and the Secretary of
Commerce. The Secretary of the Treasury told me no later than last
night that he is trying to put our imports on a c.i.f. basis.

Secretary Stans %ms stated publicly and privately that he
thinks it ought to be on that basis, I %awe no doubt that if vou
study this you will agree that that is how it ought to he.

Now, we have some people in the State Department and they
are not listed here—they are the ones who try to keep us reporting
that we have a great big surplus, when we have a deficit. 1
don’t know how we are ever going to get that mess straightened out
until we first start reflecting what the defeit is.

We should all be able to agree on what our overall facts are but the
roblem is this: we have been suying that all of these big deficits are
ecause of defense and foreign trade. They are not. Flalf of it is because

of our unfavorable trade balance.

Now, look at this chart.? This gray was our advantage, our assets
over liabilities as of 1950. Against this we had a liability to forcigners
and that reduced itself down to zero about the year 1960, Since that
time we have accumulated this huge deficit shown in red. Qur position
has worsened by about $48 billion since 1950. And the deficit keeps
getting worse. Half of it is being accumulated in the trade area, and
now more than half is being accumulated in the trade area, while they
still continue to grind out these fraudulent statistics that say we are
making a profit while we are going broke.

It is about the same situation that this friend of mine was in, to
whom I once loaned money to buy an airplane. He bought the airplane
to try to make some money on it. On a cash-in cash-out basis he made
a profit every week, but 1n 3 years he was broke, because he didn’t
know what depreciation was. When the airplane wore out he had
no airplane and he was out of business.

I would also like to point out to you this chart and perhaps it could
be put in the record, while we ave at 1t.?

1 8ce. 484 (e) Tariff Act of 1930 as amended.

2 See p. 34,
8 See p. 85.
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U.S. RESERVE ASSETS AND LIQUID
LIABILITIES TO FOREIGNERS
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U.S. INVESTMENT POSITION
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The Cuairman, This line reflects our total liability to foreigners.
And here is our liquid liability and here is the liquid portion of the
U.S. assets and this part down here would be re ecte({ by the chart
I just showed, and this $90 billion is liabilities to foreigners.

Now, here is something that can also be a very misleading thing:
the total U.S. assets abroad, the difference between that and this goal
that we are talking about is represented by a U.S. plant built with
American investment in foreign lands. As a practical matter, those
plants in those foreign countries are not American assets abroaci; they
are foreign assets, An American plant in a foreign nation can be taken
any time the foreign government wants to take it, and every dollar
carned from that plant can he taxed 100 percent, or if they want to,
they can tax it 200 percent, and take it all.

Scnator T'araanar. Or confiseate it.

The Crratmraran. Or take the plant and give you nothing for it,

If the plant is on their property, on their soil, we are not going to go
to war with them if they deny us the right to make a profit and bring
it back into this country, or even if they take the plant. The worst
we would think of doing is not trade with them any more. And that
is strictly a losing proposition.

If they say: We are going to take $500 million worth of plant, and
what are you going to do about it? We say : we are not going to trade
with them any more.

Senator Tarmapcr. They haven’t even cut off foreign aid to Peru
now that they have confiscated our property, in spite of the fact that
the Hickenlooper amendment demands 1t.

The Criamaran., Well, as a personal matter, those so-called assets
aro situations which are brou &m about by what is produced in thosa
plants, All the wages are paid into the foreign economy: all of the
taxes are paid into the foreign cconomy, except such as they might
permit us to bring back in the form of dividends here, But if they
want to they are privileged to tax it all the way over there without
allowing us to hring anything back.

So, it is really an illusion to talk abont. this being a big asset, because
these countries really don’t have to let us even liquidate those assets
if they don’t want to. I think that we ought to start looking at this
thing realistically in terms of where we really stand with these people.

Tt is only when we get the facts laid out—and that is what your job
is: to get the facts where you can Jook at them and understand them
and compare them to other situations—so that we can begin to see how
to work our way out of this mess.

Mrs. BepeLn., Senator Long, why haven’t we done this? Why is it
necessary for you to ceven introduce a bill? As I understand it, you
just told me that the Secretary of the Treasury and the Sceretary of
Commerce agreed, and the Chairman of the Tariff Commission.
I-}Eaven’t t?.hoy the right, then, to go ahead and start showing the figures
this wa, '

The Ciratraan. That is what the statute says. What has happened is
that Mr. Shunltz has gotten himself a little Interdepartmental gioup
down there, and they have undertaken to say: “Oh, no; this must not
be published in the way that we think it should be published,
because——

Mrs. Bepern, Can his decision override the decision under the

statute ?
BEST COPY AVAILABLE
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The Cipamzan. That is what they have permitted to happen. We
arce told that even the President is supposed to have ao'ree(f that it
ought to be reported the way we thought it ought to be re{)orbed.
This interdepartmental task force has been permitted to overrule what
even the President is supposed to have agreed to.

The press reports gmt the interagency task force thinks that
to publish these figures the way we think they ought to be published
am(‘l the President agrees with us—that the truth would play into the
hands of protectionist groups.

Well, oi’ course, it may. Obviously, if you are going broke and goin
bankrupt, as fast as you can get there from an international point o%
view, you need to do one of two things: you need to either sell more
or buy less, Selling more is not necessarily a protectionist measure, It
might be that some protectionists don’t like it if you have to subsidize
something to sell it. T'rade expansionists take the view that they would
like to see you sell more.

But you can’t make those people buy more. If you want to make
them buy more you are going to have to put some quotas on some-
thing and tell them: If we are going to buy from you you are going
to have to buy from us. That is the way we have to talk to them under
the Sugar Act. But it would seem to some of us that we are entitled
to know the truth, no matter who it helps or hurts. We don’t think
that we will work our way out of this mess unlesg we are able to have
the facts laid honestly before us. ’

And that is an area where we think you wight be able to help.

Murs. Beprrn. All I can say, Senator Long, 1s that I don’t like hard
realities any more than anyone else, They are unpleasant, but I don’t
know of any decision that has ever been made in any nation unless it
was made on tlie hard reality of unpleasant facts. And I, frankly, am
interested in this puzzle of why we have consistently, over the years,
refused to state the facts as they are, because that is the only way,
we can ever develop effective trade policy.

I am not an expert in this field. I have read your statement, I will
do what Ican,’

The Cuairaran, Thank you.

Any further questions, gentlemen ¢

’%No response. )

hank you very much.
Next we will hear from Joseph O. Parker.

STATEMENT OF JOSEPH 0. PARKER, NOMINEE, T0O BE A MEMBER
OF THE U.S. TARIFF COMMISSION

We will include Mr. Parker’s biographical sketch in the record at
this ]])oint. ,
('The biographical sketch follows:)

BI10GRAPHICAL SKETCIE OF Joskrn O. PARKER

Personal : Born, Pratt, Kans., December 11, 1908.

Married, one daughter.

Education:

A.B. Economics, University of Kansas, Class 1931,

L.L.B. Harvard Law School, Class 1934,

Admitted to Practice—Supreme Court Kansas, 1935; United States Supreme
Court, 1947.
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Member, Federal Bar Asgociation; American Bar Assoclation; Administrative
Law Section.

BExperience :

General Practice—Kansas 1935,

Office of Solicitor (now office of General Counsel), U.S. Department of Agri-

culture, 1936-44.
USNR—Active Duty. 1944,
General Counsel, Committee on Agriculture, U.S. House of Representatives,

1945-51.
Practice Administrative Law—1952 to date. Associated with L. Alton Denslow,
‘Washington Building, Wash., D.C. (Specializing in Food and Agriculture Law

and Legislation),
Consultant to Select Committee on Foreign Air (Herter Committee), 1947,

Consultant to Commission on Industrial Use of Agricultural Commodities,

19586.
Non-Governmental Advisor to U.S. Delegation to Food and Agricultural Orga~

nization Session, Rome, Italy, 1955.
Chairman, International Trade Development Board, U.S8. Poultry Industry,

19566 to date.

The Cramrman. Mr. Parker, Senator Byrd had to leave, but he
wanted to be remembered to you and he approves your nomination.

Do you have a statement you want to make about your nomination
for the Tariff Commission ?

Mr. Parker. I don’t have a prepared statement, Mr. Chairman, but
T will make a brief oral statement.,

I think you have my brief résumé there, which indicates that T have
spent—I am a lawyer by profession, and T have spent a large part of
my professional life in interpreting, applying, and drafting Federal
statutes and regulations, first from the executive side, and then the
congressional side, and most recently, of course, in representing clients
before the Federal agencies,

So, this has been my life. And I should say that I think my con-
gressional experience should stand me in excellent stead for the type
of work that is involved here. T have a high appreciation of the im-
portance and value of the legislative oversight functions of the com-
mittees that were vested in them under the Leogislative Reorganization
Act. T realize that this position, if T am confirmed, that T would assume
is still in another area of the Government, so to speak, in that it is an
independent. agency. T realize that service on the Tariff Commission
will require the highest degree of objectivity and impartiality. The
Tariff Commission, I think, is unique in that it is largely an investi-
gatory, factfinding agency, with very litle policymaking power, except
perhaps in the interpretation of some provisions of law, or in the mak-
ing of recommendations. Tt has no regulatory functions.

But T can say this that if I am confirmed T will certainly endeavor
to carry out my obligations with honesty and integrity.

The CramMaN. You are a lawyer, Let me just submit to you the
problem we had some time back.

We had an Antidumping Act with a legislative background,
and we had a great deal of experience under that Antidumping Act,
the Clommission having undertaken to apply it and construe it down
through the years, We had some negotiators who agreed to an Interna-
tional Antidumping Code as an executive agreement, which was not
submitted to Congress. They contended that that code should be con-
strued along with the act, so as to find no conflict between the two.

Now, by doing so it would make a great number of cases work out
differently than would be the case if that code had never been agreed to.

What would your attitude be toward that sort of an argument ?
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Mr. Parxer. I am generally familiar with the fact that there was
a code negotiated. I am also familiar with the antidumping statutes
of the Congress. I don’t believe that an exccutive agreement would
override a statute of Congress. at least in the domestic area.

The Cramraan, That is my argument, that you can't amend or
modify an existing act of Clongress by an executive agreement.

Mr. Parker. T think that would be correct.

The Cnamman. In other words, an executive agreement, not having
been ratified as a treaty, cannot modify, amend, or construe an act
Olf C(?)ngress to mean something different. T take it that you agree with
that

Mr. Parker. T am in general agreement with that, sir,

The Cuamaan, T think you have pointed out, and we are agreed,
that the Tarifl Commission is independent: it is not supposed to be
influenced by the State Department, by the Justice Department, or by
the White House; it is a factfinding agency that is supposed to report
to us fairly and impartially what the facts are so that we and the
Iixecutive can perform our duties based on the facts fairly and im-
partially laid before us.

. Mr. Parker. That is my understanding of the responsibility; yes,
sir.

The Ciratrman, ITave you read the conflict-of-interest statutes, and
are you satisfied that there is nothing in your present holdings which
would conflict with your interest and your responsibility as a Tariff
Commissioner?

Mr. Parker. I think there are none. Of course, I will have to with-
draw completely from my present law practice, which I would do, of
course,

The Cirairman. Senator Bennett.

Senator BennNerr. I had a visit with Mr. Parker and T have no
questions,

The CrramrMaN. Any further questions, gentlemen ¢

Senator Jorpax. No questions. I have had a visit with Mr. Parker.

The Crairman. Senator Fannin,

Senator FanniN. I had the pleasure of visiting with Mr. Parker, and
I was certainly impressed.

Your background prepares you for your activity.

I was wondering if you could give us your thoughts on why, under
the General Agreement on Tariffs and Trade we have been so negligent
in letting our tariffs be so inequitable. For instance: on electronic
equipment, we are letting the equipment come in here at 6 percent,
and when we try to get equipment into certain other countrics of the
world it is 24 percent.

Can you understand why we have permitted this to go on all these
years, practically bankrupting our country ¢

Mr. Parker. I wish I could. When you get down to a specifie instance
like that I presume that the character of the negotiations that have
taken K]ace is very complex. I know in some of the areas that I am
somewhat familiar with, in the agricultura] areas, we have been un-
happy at times with the effect of the negotiations and this may be due
in part to lack of information and lack of facts that maybe the Com-
mission might provide.

Senator Fann1n, That is what I am hoping. T certainly agree,

Mr. Parxer. I do know that there are some recommendations and



40

requests from this committee now calling for studies by the Commis-
sion, which I think are very timely.

Senator FANNIN. I certainly appreciate that answer, because I do
feel that if the Tariff Commission had been furnishin% both the execu-
tive department and the Congress the information that should have
been forthcoming perhaps we would have made different decisions
over the years, because I don’t think that the Members of Congress
realized what was coming, and they could not project for the future
because they did not have the information on what had happened in
past years. ’

I know that you have been very close to agricultural fields of en-
deavor, and—over the years agricultural spokesmen have tended to
be free traders for everything else, but they favored protection when
it came to agricultural commodities—what is your general philosophy
with respect to dairy and meat quotas and textile and oil quotas? And
if you are confirmed, do you think you will view agriculture as a spe-
cial case, or do you feel that you must look at the problems of industry
as well as agriculture with equal sympathy ?

Mr. Parker. I would certainly say that I would have to deal with
the matter with equal sympathy and equal objectivity. And T certain-
ly will do my best to apply the law and the po?icy of Congress in these
areas, whatever it might be. It so happens now that to some extent
agriculture may have a dual interest with a desire to trade and export,
and also with some special provisions, like section 22, which enables
them to cope with some of their import problems a little more easily
than perhaps in other areas.

Senator Fannin. You understand I am very sympathetic with agri-
culture, because they have that problem in our own State, and have had
over the years. And we see industries leaving the United States and
going into other countries and it is certainly taking away jobs and
taking away taxes and benefits from our country. And we are rather
concerned about it.

And so I am anxious to see what can be done to continue to protect
our agriculture.

But, I was alarmed at a meeting in Japan just a short time ago, when
we were talking to our counterparts there, their Members of Congress,
when some of them stated that we were in a better position to compete
on food and fiber. Well, I don’t feel that we can go back to the agrarian
economy and I just hope that we will have the information from
the Tariff Commission, the requested information, in order that we
can impress, not only upon the Member of Congress, but on the people
of the United States, just what is happening to our econoimy.

I certainly wish you well. And I have confidence that you will be of
great help to us. : :

I understand that there are problems of more personnel, and that
you will have extra work to do because of that. But I just hope for the

est.

Mzr. ParkEer. Thank you very much.

Senator FaANNIN. Thank you, Mr. Chairman,

The Cuamman. Thank you very much, Mr. Parker. I appreciate it
very much, and we wish you the best of luck in your job. I anticipate
that you will be confirmed, but I can’t say yet.

(Whereupon, at 11:45 a.m. the committee adjourned, subject to the
call of the Chair.)
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