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EXECUTIVE SESSION

THURSDAY, SEPTEMBER 206, 1074

U.S. SENATE,
CoMMITTEE ON FINANCE,
~ Washington, D.C.

T'he committee met, pursuant to recess, at 10:05 a.m., in room 2221,

T)irlgfl‘qn Senate Office Building, Senator Russell B. Long (chairman)
residing. * .

P I’rosmﬁ: Scnators Long, Talmadge, Hartke, Fulbright, Byrd, Jr.,

of Virginia, Nelson, Mondale, Gravel, Bentsen, Bennett, Curtis, Ian-

sen. Fannin, and Roth, Jr. . .

The Cuamrman. This meeting will come to order.

Hopefully other Senators will appear as the meeting goes along.

This meeting was called at the request of two members of the
committee, one of whom wanted to be heard against sector negotia-
tion, and the other wanted to be heard in favor of sector negotiations.

I am frank to say as one member of this committee, through these
long hearings and sessions I have been trying to discern just exactly
what. it is we are trying to.achiove with this ﬁill and how we hope to
go about doing it, and it appears to me that what we want to discuss
today is very much relevant to what I have been trying to find out
and what I hope we will be able to advise the Senate on by the time
we get through and that is, in this bill we succeed in divesting a great
deal of Americans of good jobs, are we going to be able to put them
back to work at any jobs or at the bad jobs?

Now, the chart before us shows what the trend has been in our
Nation’s economy from 1945 to 1972, our trade policies being one of
the major implementors of that trend.* The percentage of our work
forco employed in manufacturing has declined from 38.percent down
to 27 percent. The percentage of our work force in services has in-
creased from 10 percent to 17 percent.

If our purpose is to trade manufacturing jobs for jobs as vard-
men, lavatory attendants, valets, laundry workers; then I must say
that that policy has been very successful. The increase in Government
employment has gone up from 15 percent to 18 percent. You now are
confronted with a proposal to put another WPA into effect, to help
provide jobs for those who cannot find them elsewhere.

The employment in retail and wholesale trades has increased 18
percent to 21 percent, and all others have declined from 19 percent
to 17 percent.

*See following page.
(1)
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Now, generally speaking, the burden of our trade policics under
this bill, as in the past, will be to trade agricultural products for an
expanded increase of manufactured products.

- Now. here is how we hive made out in our trend in agriculture, and
going back to the Revolution in 1776, 90 percent of our population
was employed in agriculture. In 1860 that declined, and the time of the
Civil War that declined to 58 percent. By 1930 that had declinred to
21 percent, just to skip a few. The trend is consistent. By 1960 that

i
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had declined to 8 percent. By 1965 it declined to 6 percent, by 1970 to
415 percent, and the estimate for this year is 4 percent.

Now, my latest figures arve in terms of production that erop produc-
tion per acre has almost doubled during the last 50\years, so what that
means is that we are producing, and during that same period, the per-
centage of our work force in that area has declined from 27 percent to
4 percent, so what that means is that we are succeeding in producing
more and more agrienltural produce with less-and less workers, and
one would think that with the research programs and the technology

.

that is moving forward in this area, we could expect that happy result

to continue. - SRR .

So if things continue as they are going. we will have a lot of agri-
cultural products for sale. Now, the question is, how many manufac-
- turing jobs at %7 an hour should we give away to be replaced by
agricultural jobs at $2 an hour, if we have the good fortune of putting
them to work in agriculture at all, because the trend in agriculture
is not- to produce more but less. o i

Now, just as one Senator, I would like for somebody to explain to*
me why we ghould trade away a $7 job for no job at all, if we have
the potential of trading a $7 job fxor & $7 job, meaning a $7 an hour
job for a $7 an hour job. w5 ‘ .

Now, the people in chemicals,” the pedple manufacturing heavy

turbines and generating equipment, items of that sort, contend that
they can produce efliciently as their competitors, and that if we trade
on a sector-by-sector basis, we can get good jobs in trade for good
jobs, and this Senator for one would like to know why it is so essen-
tial that in order to sell some agricultural products, that we have to
trade good jobs for no jobs.. . -
. Now, I assume that if we trade the good jobs for no jobs, we will
put them on the Government payroll, in WPA work, or else find them
put more incentives for housewives to hire maids or something of
that sort, or maybe get some of the Japanese to hire American valets.
But in some respect, I would think that the hope of getting some of
thuse Jous hack 1. some respect, ewher by taking our workers over
there, to bg cooks, valets, and yardmen for the Japanese, Chinese, and
others, or else in the hope of getting them to come over here so that
vire can be caddies, yardmen, and service providers, washwomen for
them, :

~ow here it is just a puragraph in the letter sent to me by one
interested in the chemical industry. He says, the sector idea is losing
favor primarily because of concern of the agriculture sector for attain-
ing market access for U.S. agricultural exports. This is a logical
argument from the perspective of the past, but not logical from the
perspective of the future, '

1'ne fact tor the futuie is that food calories are a worldwide scarce
commodity. Increasingly, availability witl be the problem rather than
aceess 1o markes. We anave 1 U.d. agricuttural products a tremendous
resource, much needed throughout the world. :

Aow, 1m_an economic¢ sense it is rather sumilar to Middle Iast oil,
for the future need will not be for concessions on access to markets for
agricultural products, it will be for supply. Lo grant U.S. concessions
on chemicals, that is his business, or other products for overseas con-
cessions on agriculture would be a disservice to both industries. .

BEST AVAILABLE COPY —



4
Therefore, he proposes that you provide tor sector negotiations in
both section 101 on Tariff Authority and section 102 on non-Tariff

Authority, and would require the ranking of tariff reductions to non-

tariff negotiations to achieve the equivalency in trmyng concessions
in consideration of all barriers of trade. ;

Balance of Payments
(Liquidity Basis)

Surplus

Deficit
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bil.
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bil,
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Now, let us take a look at the other chart that we have over there
to show what our deficit is, to show how some of us, including this
chairman, construe our deficits. That is what the trend has been in
our balance of payments. Now, that is not the official good news an-
nouncements of the Department of Commerce. Those official good news
announcements take the Public Law 480 giveaway program and put

. that down as our being paid for that food. So if you take that cal-

culation out and take the other giveaways off the picture, and then
you do what everybody else does and include the freight in your com-
putation. that is what you wind up with. That is the overall, the
balance of payments. and half of that deficit is trade.

Now, if someone can explain to this Senator why we should trade
good jobs for bad jobs, I would like to have that explained, and then
1f they can explain further why failing that, why trade good jobs
for no jobs, I would like to have that explained. If that can be
adequately explained, I think I could be persuaded to6 support the
theory that we should not have sector negotiations where the objective
is to trade good jobs for good jobs, to trade jobs where we sell generat-
ing turbines and chemicals in which the manpower components is a
small item, for jobs which have similar desirability around the world
why we should not trade that way but trade instead those kind of
jobs for no jobs at all, or those kind of jobs for service jobs, where
we would then try to find—how do we get our people into their coun-
tries to provide the services to them, or how we get them over here
so we can provide them the services.

Now, after the hearing was called, negotiations occurred. I under-
stand. and frantic efforts were made to call the hearing off. Well, I
must say as one member of the committee. my curiosity was excited.
I would like to hear the argument for both sides.

And the first witness that we will call will be for the Department
of Agriculture. I was hoping we would have the Secretary, but Mr.,
Richard Bell, I believe. is here.

We would be pleased to have your explanation, Mr. Bell, as to why
we should not use the sector approach. '

Senator Curris. Mr. Chairman, may I be recognized?

The CHAIRMAN. Yes. :

Senator Curtis. Mr. Chairman, several days ago I made a request
that Assistant Secretary Richard E. Bell come before the committee.
I had in mind the same channel of information as we have obtained
from the Tariff Commission and the State Department, and the Spe-
cial Trade Office. that we might know clearlv what their position
was on this auestion of sector-by-sector, across-the-board negotiations.
I will not take very much time, but T do want to state my position.

I believe that across-the-board negotiations are to the advantage
and to the benefit of our entire economy. Tf it had not been for our
agrienltural exports. our trade balance and our balance of pavments
wonld have bheen so much worse than they are now.

Here is what T would like to see our negotiaters he able to do.
Manv_of otir agricultural products are, for all practical purnoses,
barre(j from the European Economic Community. T think that our
negotiators should say here, we have authority to increase tariffs.
If our agricultural products will be barred from the European Eco- -
nomic Community, we propose to do something about the import of
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Volkswagens into this country, or some other European-made car.
That will result to the advantage of industry, and it will still be of
help to the one segment of our economy which has proven its efficiency.
We are able to export a great amount of agricultural products because
of the efficiency of American agriculture.

This efficiency is going to go on. It is not a question in my opinion
of trading jobs for no jobs, but it is the correct approach in order to
get more jobs into this country and to have negotiations that serve
all facets of our economy. : .

I for one do appreciate Mr. Bell being here. *

The Cramrman. Well, I appreciate the Senator’s statement, but T
‘think you would get a lot more leverage than that if you just say, we
have a few surplus machines over here that can be used to manu-
facture the same size automobiles. We will just make a deal with
India. She needs food. We have been giving it to her for nothing for
vears. We will just build some plants. If Genéral Motors can teach the
Brazilians how to produce automobiles, at least the Argentines and
the Brazilians how to produce automobiles, I should think they can
teach the Pakistanis and the Indians, and so we will just produce
those small automobiles over there in India and we will trade them
food for automobiles if they want us to ship them food.

At that point. I think you will find everybody on Earth breaking

~the door down to seek the same deal, and I think with the agricultural
surplus we have, one reason the Russians are so anxious to make a
deal with us for our food surpluses right now, this thought occurs to
me, that one of these days the Chinese might want to get in on that
deal. The Chinese could just use all we could produce, that thev could
manufacture and ship to us all of the manufactured commodities we
think we could absorb.

T do not see any problems in getting rid of our good jobs. We have -
the know-how to show them how to do the same thing, but T am willing
to hear all of the arguments, and then T hope we could arrive at the
right conclusion. ~

Yes, Senator Mondale.

Senator MonpaLe. Yes, Mr. Chairman. Tf T might, the sector amend-
ment appearing in the House-adopted bill. section 104. was proposed
by my colleague from St. Paul, Joseph Karth. Tt was successfully
adopted, and it is a part of the House bill.

In the considerations of the Senate measure, T have developed an
amendment. which directs to the maximum extent feasible consistent
with the goal of maximizing the overall economic benefit to the
United States that the negotiators shall seek to obtain equivalent
competitive opportunities within each of the applied sectors of manu-
facturing.

- Now. what this amendment would seek to do is to strengthen the
" hand of the negotiators, but also to make it clear that we expect the
negotiators to clearly concentrate upon the effect of any agreement
within a particular sector. The idea is to try to make certain that our
negotiators adequately focus impact that any of their agreements
might have on a particular sector. :
2\ suggestion has been made by Senator Curtis and others that we
make certain that these negotiations are conducted in a way for the
overall benefit of this country and with adequate concern for the essen-
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‘tinl elements, including agriculture, and then the committee began
negotiating process which has been going on for several weeks. I know
Senator Curtis and I, the Department of Agriculture, representatives
from industry—I do not know if we had tﬁom all there, but several
«of them participated in it, and T think that we ave close to something
that would achieve what the ehairman is talking abont. and vet we
could do it in a way that would permit a sophisticated approach to the
other problems as well. I do not know. That. is the purpose of the hear-
ing, T gather, but T would hope that there would be some way of
achieving what the chairman is tnlking about, a legitimate concern of
protection of the U.S. jobs, highly skilled jobs in industries and thé
skilled trades, proper emphasis by our negotiators against barriers
such as Government purchases and other things. As T understand it,
it is possible for German and other generator preducers to bid on U.S.
public generators, but we cannot bid on theirs. That sort of thing
certainly has to be sorted out. )

But I would hope it would not just end up on the question of
whether we are going to sacrifice U.S. manufacturing jobs on the onc
hand. or whether we are going to sacrifice American agriculture on
the other, That is what we have been kind of fighting. to come up with
comething that achieves what the chairman is talking about. and yet
do it in a way that is not harmful to the other sectors of the American
cconomy., '

The Ciamyrax, Well, T went alortg with the State Department and
the previous administration with that Canadian anto parts deal. Any-
bodv who is knowledgeable about that could see that the United States
had to wind up with less jobs than yvou had before. and that is just
exnctly the way it has worked out. But T came from a State that did
not. produce any antomobiles or any antomobile parts. and so as far as
this Senator was concerned. if the people who come from those areas
that prodnce that think that it is a good thing for the overall cconomy
to do that and for the world. and for international friendship, Louisi-
ana could certainlv stand it if their States did.

And frankly. if we are going to have a trade policy where we
saciifice the best industrial jobs in the country for the benefit in an
effort to sell some agrienltural products. Louisiana can stand that if
anybody can. I guess if anybody would benefit from it, we probably
would. We do not have many good jobs down there in Louisiana to
Tose anyway. So the chances are that program would be fine as far as
Louisiana is concerned. -

But at some point we had better wonder whether Uncle Sam can
continue all of that. Look at that deficit up there on that chart. And
it is getting worse. So that if the whole country is going to- go down
the drain, I do not see where it is going to help much just to get a

- Jow-paid job in Louisinna or any other State, for that matter.

Now. let us just see if we can sort this thing out and see whether
we are justified in sacrificing good. high-paid, skilled jobs for no jobs
in order to sell a few agricultural products, or whether it is fairly
clear that we can sell the agricultural products anyway, and if that
is the case, we have done too much of this, you know, giving something
for nothing. I think-it_is time we start getting at least equal value
returned and start winning for a change. That is too much to hope
for. but at least it would be worth thinking at least we might break
even on one of these deals.



9

* So suppose you explain to us why we ought to abandon the idea
of sector negotiations on the idea that if the Europeans, for example,
let our agricultural products flow into Europe, that we have to let
them make it back by displacing some of our best industrial jobs in

_this country,

STATEMENT OF RICHARD E. BELI;. DEPUTY ASSISTANT SECRETARY
OF AGRICULTURE FOR INTERNATIONAL AFFAIRS

Mr, Bror. Thank you, Mr. Chairman. I appreciate the opportunity
to ceme before the committee this morning to explain our view. It
is something that we in the Department of Agriculture and the agri-
caltural community in general have been quite concerned with for
the past several months, and we have spent a lot of time working on
this section of the bill. .

We feel that in the case of international trade, that the agriculture
community has one of the greatest comparative advantages in terms
of trade. We think that this advantage comes about because we have
an industry, if you want to call it an industry. which is very eflicient,
We have a very highly technologically developed agriculture. Our
jobs are not low-paying jobs. We are talking about a modern indnstry
which is nrobably the most efficient in the world. "

Because of our productivity in American agriculture, and the
nature of the demand for our products, we have no choice but to

_export the extra amount of products in order to make full use of our

resources, and due to the increase in productivity, we have increased
our agricultural exports. This past year we exported something like
$20 billion worth of agricultural products. In fact, the chart would

- look a lot worse in terms of international balance of payments if it

were not for the agricultural trade surplus. .

The Cramyax. It would look a lot better if you were selling some
of the stuff you were giving away, too, would it not ?

Mr. Berr. I was going to mention that, Senator.

Last year we exported $20 billion worth of agricultural products.
We imported $10 billion. ‘Those that were exported under the food aid
program was less than 3 percent of the total exports. Of the 820 bil-
lion worth of agricultural products that we exported, less than %1
billion of that was under the Public Law 40 program.

The (‘uamyaN. Now. would you mind giving me for the record a
chart of how much we have given away, I mean, just how much we
have given on all of these soft sales, and how much we actually got in
terms of dollars back for all of that stuff from 1950 to 1972, just so we
can see what component the grant and the gift program and the soft

-loan sales contributed to our deficit. .

You can provide that for the record. That is all right.

Mr. Berr. Well. in 1972 and 1973 our proportion of concessional, ot
export sales in agriculture were very small.

]’I‘he Cuamrman. Well, look, I say for the record provide us that

chart,

Mr. Berr, All right, T will.

The Crarryrax. A total for that period.

[ The information referred to follows:]
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Mr. Beor, Over the Instory, you will fund that 4, 5, 6, 7 years ago
that the Public Law 10 export shipments did make up about a quarter,
but there has been growth in the commereial sector of the agricultural
exports, and that is no longer the case. '

.k’ow. vou may say that because of our increase in agricuitural ex-
ports. why are you worricd shout the trade negotintions¢ We feol that
we are presently in a temporary situation due to the weather factors
aronnd the world, and we see 1n 4 to 5 years from now we may well
need to have the market uecess that we nre concerned about in the
Fuar pean Connnnity aned the Japanese imarket, .

And this leads us to the reason why we have concern about the sec-
tor by -~eetor nerotintions, H you look at our trade hamdier~ on ngri-
cultural commaoditics coming to the United States, you see they
are very low. Our duties arc only n the vieinity of 6 to 10 percent on
most of the agricultural imports, and we have very few nontariff trade
barriers. In fact, about the only one that we have left todny is the
import quotas on dairy products, which is nsed to support the price
support system for milk.

On the other hand, we are faced with our major trading partners in
Western Europe and Japan which have very high trade barriers to
U.S. agricultural praducts, For example, in the ease of grains coming
in here from overseas, the duty would only be around 10 percent.

Sonator JIansky. On what ?

Mr. Beun. On grains. . ,
Whereas we had’in the case of the European Comounity, during

the past several vears wa bave faed vaviable ‘mport levies of over
100 percent, and if you go to the Japanese market vou have a lot of
simi{ur circumstances, Something like well over half of the agricul-
tural imports into Japan have duties of over 10 percent. .

If wo are going to be put into a position of having to negotiate only
on a sector-by-scetor basis. we frel that there can be very little to come
out of any trade negotiation for agriculture because we have very
little to give.

The Cnamyan, Let me ask yvou this. How much do you think you
can sell the Russians and the Chinese if vou put them in our trade
program, agricultural products, the Russians and the Red Chinese?

Mr. Beur. Well, during the t‘mst 2 to 3 years we have been selling
agricultnra] products to both the U.S.S.R. and the People’s Republic
of China. Last year we sold them about $700 million or $800 million.
The year before that it was about $1 billion, We see that coming
down in fiseal 1975, We are not sure there will be any sales. They
had a good erop of arain in the Soviet Union last year., They have
another fairly good evop in prospeet this year. We have no reported
export sales of agricultural produets to the U.S.S.R. bevond the end
of this month. In the case of China, last year we sold them about $1
billion worth of agrienltural products. In the coming year it is going
to ba down, They have been able to buy supplies from other sources,

We do see in the longer term context market prospects for our
agricultural products in both the U.S.S.R. and the "eople’s Republic
of China. From a personal standpoint, 1 see more of a prospect in

BEST AVAILABLE COPY
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the Soviet Union than T do in the People’s Republic of China becauso
of the mterest in the USSR, in the development of their livestock
industry.

We cannat, though, Senator, depend upon the growth that may
come in thase markets in order to take care of the increase in pro-
ductivity that we expeet in American agriculture. All of the studies
that we have completed show that we must maintain the base export

markets 1n Western Europe and Japan, and we are still confronted
~wiath the trade barniers in those markets, particularly in the European
market, that we had for the past 10 to 15 years, and we feel that
we must ?c given an oppartunity to eliminate or reduce those barriers,
And we think that this can only be done in the context of a broad
trade negotintion.

Now, that i~ not savingz that we expect the United States to give
away concessions in the industrial sector, just to get things 1 agri-
culture. We will do the best we can in terms of the agricultural sector,
but we are saving there i not enongh for ns to give to get any mean-
ingful concessions, And as Senator Mondale had said earlier, during
the past several davey we have had intensive disenssions with members
of the staffs of the Senntors. We think that we have come to a place
where we both can agree on some Ianguage and that we can end up
with g position to go into the negotiations which we both can aceept,

The Cramstay. Thank vou

Now, we had teatatively agreed we would try to divide the time
equally between the witnesses, o I am not going to ask any more

“ytestions, Mr. Bell. I think T made my position clear.

You made a good statement for vour position,

Anv questions, gentlemen ¢

Sepator Coerres. What 15 the situation now ? Ave we able to ship our
meat producta, such as beef, into Japan?

Mr. Brow. In the ease of Japan, there is a small quota which is still
avatable to us in the form of meat for the hotel trade. If my memory
1= correet. 1t 1< abont 1000 tons. Other than that, the markets in West-
ein Eurape and 1 Japan are basically closed to imported meat.

T the case of grams, smee the supply of gram around the world
15 not in surplus, the teade barriers have been taken down. But since
we have a large snpply of heef which i< trying to move to the market
in 8 mumber of places, the barriers have gone up to increase the level of
protection in that area.

Senpator Cerrtis Inowhat wav are we practieally closed as far as—
Europe s practiea iy clo<ed to onr export ueeds?

Mr. Bern In the ease of Europe, Senator, they are closed. They
have an embargo on all imports of beef from countries outside of the
Frropean Commumty thiough the end of this month, and the agri-
cnltural offivial< within the Common Market are now considering
whether or not that import embargo will continue for several months.
We are urging them to take it off. )

Senator Cekvis T think it is most important that we give to our
negotintors every weapon and every power necessary in order to take
care of this problenm. I happen to represent in part a State that feeds
more cattle than anv other State in the Union. Not too many months
ago, Choice and Prime steers were selling at around $57 a hundred.
They dropped down to in the R30%s. Sometimes they would go up near

BEST AVAILABLE COPY
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$40, but many people have gone broke. Others have had to borrow.
Sowe have had to sell their land to pay their debts,

‘This year it is backing up and reaching the rancher, the producer
of cattle. 1 think Senator Hansen will bear me out that yearlings or
calvas that probably are 15 months old reached & point avheve they were
between $70 and 880 a hundred. Now they are selling for $23 and S22,
We are faced with a very, very severe situation in the livestock in-
dustry, and one of the big problems is that these trade barriers, where
thore is n potential market for protein, meat is the best in the world,
and you cannot get to them. That is why 1 have no desire to hurt any
segnient of industry, but to narrow negotiations down by & law to a

articular sector will not produce jobs in this country. It is not good
or our overall cconomy, and will cause jobs to diminish. As well, it
will do great damage to our trade balance and to our agricultural
growth,

Thank you. That is all. ‘

The Cuarmax, Further questions, gentlemen?

Senator JIaxseN. I have no questions, Mr. Chairman,

The CuamMan. Any further questions?

Senator Bexyerr. I would like to ask one. Mr. Chairman,

We have heard reference to a proposed solution to this problem
which apparentiy has been discussed by representatives of the various
areas involved. "

Are we {;oing to have this information given to us during the hear-
inges. or will this be availuble to uc afterward ? . .

he Cuoamatan. T am in favor of getting all the information we
can, but I believe we have a witness here to testify for the other ~ide
of the argument.

Mue Ben, We have some language which we have worked out with
the offices of the Senators, that we could submit, Senator Bennett. if
that is what you are asking.

Senator Rori. Mr. Chairman?

Senator Bexxerr. Why do you not read it to us?

Mr. Ber. What we would propose to do. Senatay Bennett, is to
make an addition to the 104 language. It would be 104(a). The over-
all U8, negotiating objective, under sections 101 and 102, shall be to
obtain move open and equitable market aceess, and the elimination
and reduction of devices which distort trade. ‘

(b) As a means of achieving the negotiating objectives set forth in
paragraph (a) to the maximum extent feasible, the negotiations shall
include the elimination and reduction of agricultural trade barriers
and distortions in conjunction with the elimination and reduction of
industrinl trade barriers and distortions.

And after that would follow as 105 (a) the language which had been
submitted carlier.

[The Ianguage in full follows:]

(WERAIL NEGOTIATING OBIFCTIVE

104in)Y The overall nlted States negotiating ohjective under sectlons 101 and
102 <hall be to obtain more open and equitable market acecess and the elmination
and reduetion of devices which distort trade.

(L) A= a means of achleving the negotiating objective set forth in paragraph
(), to the maximum extent feasible, negotiations shall be conducted on a basis
which leads to an integrated elimination and reduction of agricultural and indus-
trial trage barriers and distortions,

2-120—~74—--8
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103(n) A prineipal United States negotiating ohjective under sections 101 and
102 shall be to obtain, to the maximuim extent feaslible, with respect to each prod-
uct sector of manufacturing, and with respect to agriculture, competitive opportu-
nlties for United States exports to the developed countries of the world cquivalent
to the competitive opportunities afforded in the Unlted States markets to the
importation of like or aimilar products, taking into account all barrlers (including
tariffs) to and other distortions of international trade affecting that sector.

(b} Asx a meanx of achieving the negotinting objective set forth in paragraph
(a). to the extent consistent with the objective of maximizing overall economic
benefit to the United States (through maintaining and enlarging foreign mavkets
for preducts of U.8. agriculturé,~industry, mining and commerce, through the
development of fair and equitable market opportunities, and through open and
nondiscriminatory world trade), negotiations under section 102 shall, to the extent
feaxible, be conducted oun the basis of each product sector of manufacturing.

(¢) For purposes of this section and of section 135, the Special Representative
for Trade Negotiations together with the Secretary of Commerce, Agriculture, or
Labor, as appropriate. shall, after consultation with the Advizory Committee for
Trade -Negotiations established by section 135 and after consultation with inter.
(t\s(_(i\d private organizations, identify appropriate product sectors of manufac-

uring.

m;: Whenever the President determines that competitive opportunities in one

. or more product sectors will be significantly affected by a trade agreement con-
cluded under sectlons 101 and 102 he shall submit to the Congress with each such
agreement an analysis of the extent to which the negotiating ohjective set forth in
paragraph (a) is achieved by such agrecment in each such product sector or
product sectors,

Senator Bex~err. Thank you. T am glad to have this as part of the
record because since the— .

Mnr. Berr. Senator Bennett, I perhaps should make clear that that
would be an additional section. We would end up with two sections.

Senator Bexxgrr. I understood that from your earlier statement.

Mz, Berr. Thank you, sir.

The Cuamaran. I just want to put agriculture on that chart that

Ave have been looking at up here. In 1950, on that same chart, of our
total employment, we had about 12 percent of our employment in
aericulture. Now we have got + and no matter what you do about
these markets, you ave going to have less than that next year and the
year after. .
"~ Now, can vou just get a ruler and draft that on there now? *

Now, we do all we can for agriculture, and I do not know anything
that has been done for thenf that T have not voted for.

TIow are ive going to displace them? How are we going to veplace
all of these manufacturing jobs that we lose if we keep trading off

- the jobs in agriculture from agricultural exports? We keep trading
off onr industrial jobs or manufacturing jobs.

Now, those manufacturing jobs are that without which a community
can become a ghost town. People cannot stay alive in a community
taking in each other’s washing. They have got to have something to
bring in some cash.

Now, if we are going {o vontinue that trend. where are we going to
get the jobs back? That is the problem that bothers me.

Now, here are some of the things that we did for agriculture. T think
I voted for every bit of it. We voted for price supports to encourago
production. T voted for it. Export subsidies to encourage exports;
nport protection under section 22. We have quotas on dairy products
and some want to tighten that up. We have meat quotas, and I voted
for that. We had wheat quotas, we had quotas on other products.
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Now, agriculture is very competitive, and 1 want to help agriculture.
But frankly it seems to me ae though it would be a better deal for a
taxpayer in this country just to buy some of the products needed to
feed the shrimp out in the Guif of Mexico to inorease the shrimp
vield, if you could not do any better, rather than to trade off your
best manufacturing jobs to try to maintain n market for those products
when it is easy enough to develop other markets for those products.

Mr, Berr. Senator, we are not trying to advocate that we are going
to trade off jobs in order to sell more agricultural products. Qur point
is that trade negotiations should take into account the ability of vari-
ous sectors to compete and to develop their skills, and in thit context,
we feel that the agricultural sector {ms a distinet advantage. We can
never meet the full potential of Alnerican agriculture without the
export markets, and that we must be given an opportunity in conjunc-
" tion with industry to attempt to reduce the trade barriers which we
are confronted with.

The reason that we have n decline in the employment sector and in
the agricultural sector is because of the increase in productivity which
- has taken place. That is part of the reason why we have to have the
export markets.

The CramrMaN. Well, do yvou favor a 30-lhour wesk for agriculture,
20-hour week so it could put more people to work in agriculture?

How are we going to put more people to work ? That is what I want
to know. I would like to sce the answer to the $64 question.

Senator BeExNETT. Mr. Chairman, there is a statistic in the back of
my mind that has always intrigued me. The percentage of the popu-
lation employed in agriculture began to decline in George Washing-
ton’s time, and has declined on a steady rate ever since, as our ability
to produce more per acre and per man has increased, and the way to
put. more people to work in agriculture is to require them to go back
to the horse-drawn plow and eliminate the—— ‘

Senator HanseN. Harvesters? *

- Senator BExxert. No, 1 am thinking about——

Senator Hainse~. Fertilizer?

Senator Bexnern. Yes, fertilizer. Eliminate the fertilizer.

Senator Hansen. Well, we have got the help of the KPA in that.
They are doing all they can. A ]

The Cuamyan, Does agriculture advocate that program? I just
wonder, how do you plan to put the people to work that we are dis-
rlacing out of manufacturing? We had 38 percent of our work force
in there. Now they are down to 27, and those are good jobs that we are
losing. . )

Now, how are we going, to—if that trend continues, is that what
agriculture would like to do, go back to the horse instead of the
tractor?

Mr. Berr. Certainly not. Senator. You mentioned that the farmers
were working only 30 hours a weck. I think that most of them would

dispute that. They put in a lot more hours than 40 a week. :
' ‘he Cuamyan.sNo. T asked vou the question, do you want te go to
o 30-hour week ? I agked you that as a question.

Mr. BeLr. Well, that is my point, Senator. If we are unable to de-
velop the export markets, we are going to have such surplus capacity,
we are going to have to reduce back to a 30-hour week. We want to

-
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have access to foreign markéts so that we can develop the full poten-
tial and we can use the productivity that is in American agriculture.
We do not want to go back to a 30-hour week.

The Crairman. Well, you know, we will find other ways to dispose
of surplus food. . ,

Senator Hansen. Mr. Chairman, would you yield for an observa-
tion? »

The CuarMAN. Yes.

Senator Hansen. Well, you know, I happen to be in the cattle busi-
ness, or was. I have not checked with my banker lately. I may be out
of it for all I know. But what Senator Curtis says is eminently true.
People who are afflicted with inflation and some with unemployment
problems, find allies, philosophical allies among farmers and ranchers
and among cattle ranchers particularly these days because of. what
has been happening in the cattle business. ‘

I can tell you that the sheepman is practically out of business on
account of-predators, and we are not far behind him, because of a
different problem. But the fact is that we do have an import quota
law on beef. We are not talking about trying to export American beef
around the world. We would be satisfied if every other country in the
world would stop importing beef into this country. That is our
problem.

As you said, Japan, for all practical purposes, might just as well
not have any imports. We can, I think you said, export to that country
1,000 tons a year. That does not mean very many cattle, maybe 4.000
head of cattle, or fewer, even. T would not know.

But in any event, you cannot sell any to the European communities.
“These countries have reflected their growing concern over the im-
balance of payments which has been triggered primarily because the
oil-exporting countries of the world, which did not appreciate ‘our
foreign policies, imposed an embargo last winter and now have in-
creased the price of oil worldwide. Every industrialized country and
. those developing ones have had to take steps to do everything they
possibly could to stop the outflow of cash, since they have recognized
that they are all in an energy intensive activity. They know they have
got to have energy, so they have said, do not ship any meat here. And
as a consequence, Australia, New Zealand, Ireland, and Denmark. all
of the countries around the world that normally have been finding
markets in other parts of the world, now are heading their shipments
to the United States.

And T can say one thing. We are going to lose some more jobs in
manufacturing because if the trend continues as we now see it, Mr.
Chairman, there really will not be much sale for agricultural machin-
ery. We might have the demand, but we will not have any money
with which to buy machines. That is just about the way it is.

Senator Curris. Mr. Chairman, I would like to point out that the
export of agricultural products is & very big boost to domestic employ-
ment. Agriculture buys tremendous amounts of iron and steel, tractors,
plows, cornpickers, drills, every kind of machine you can imagine
1s made with steel, fencing and posts, and I could go on and on. One
of the biggest purchasers of iron and steel is the agriculture industry.

Now, if we go back to having up to 20 million acres lie idle, it is
that many acres that are not using machines, and it is not only iron
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and steel, but the tires that are on the big trucks and heavy tractors
and other machines. Agriculture is one of the biggest purchasers of
rubber products. So far as the chemical industry is concerned, I do
not know what the figures are, but I am inclined to belicve that perhaps
agriculture is the biggest purchaser of chemicals. We use them for
fertilizer. We use them for pesticides. We use them in all of these
activities. .

‘Now, if we cannot export those items, our land is not going to be
used. is not going to be fertilized.

I will not take up any more time.

Senator Tarrapae. Would the Senator yield?

Schator Curris. Yes.

"Senator Tarmance. If my memory serves, me correctly, about 25
percent of all jobs in the United States are related to agriculture.

Senator Curris. I think that is correct.

And if agriculture cuts back by a fourth. they would have to cut
back that much if thev were content merely with the local market,
it wounld cut back a fourth of the jobs.

Now. T have no ill will or hostility toward any segment of the
American economy. I want them all to have jobs. I think thev are to .
be commended for entering into this compromise language. We tried
for a long time—— '

Senator MoxparLe. Would the Senator yield?

Senator Corris. May I just finish this sentence?

One of the big stumbling blocks in this language was the question
of whether the negotiations shall be in conjunction with or integrated,
and for a long time agriculture insisted on integration. It would be
preferable, but in the interests of harmony, and because they have
an interest in the entire economy of the country, this last version, they
are agreeing to the term “in conjunction with.” T think it is a very
reasonable settlement, and I believe that all the parties are to be
commended for it.

T vield to you.

The Cramrman. I would like to call on Senator Roth because he
has had his hand up for some time, and then T will call on Mr.
Mondale. , :

Senator Rori. Mr. Sceretary, did I understand you at the end of
your remarks to say that you thought that you and the other interested
parties would be able to come to some kind of agreement on language?

Mr. Bewr. Yes, sir.

Senator Rorx. How soon do you think that would be possible?

Senator BENNETT. The language is before us.

Senator Corris. Last night. :

Senator Rorir. Has this language been agreed to by industry as well
as acriculture?

Mr. Beru. I cannot really speak for industry. It is my understanding
that they have, Senator.

Senator Roru. Let me ask you this question if I may, and I might
point out that in my State the two principal industries, if you want
to fall it that, are agriculture and chemicals. :

was a little bit concerned when you spoke of going back in farm-
ing to the horse and buggy days and selling no fertilizer. That hits
both. But I really cannot understand the inahility of the two groups

-
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to get together, In talking to the peép]e in Delaware, both in agri-
culture and industry, there seemed to be some understanding of the
problem. I think it is time that you people sit down and come back

" with some agreement.

Let me ask you this: the Delaware dairy people have come to me
expressing some of the same concerns as industry. Is there anythin

o
.wrong with putting language in to say that the negotiators should

at least consider sector by sector.as he approaghes negotiations, in the
permissive sense, and not mandatory ¢
- What is wrong with that? '

Let me ask you, in the agricultural area, would you not want us
to consider in negotiations the impact it would have on the dairy’
industry ? e

Mr. B I would be quite willing, Senator, to sit down and talk
with the European Community in terms of grain on grain or cotton
on cotton or something like that. My point is that due te the imbalance
which exists between the trade barriers in Enrope and Japan on the
products we export and those that come in here, there is very little
that we can offer in order to get their barriers down. Just in the
agricultural area——

Senator Rorn. I am agreeing with you. I think it is most important
that we promote the sale of agricultural products, but I think in doing
so that 1t is also important that our negotiators consider sector by
sector the impact to each industry. X just do not see where—IX don’t see
why the problems. : ' -

Mpr. Beun. We are willing, Senator, to consider it. We do not want to
be restricted to it. And I think that that is what you are saying.

Senator Rors. But what we are suggesting is that the language
provide the negotiator, when he begins to negotiate, ought to look at
the whole impact on the economy, agriculture, including the dairy
Eroducts and others, but he also onght te look at the impact industry

v industry. That is all the language that T have seen proposed. It
has not. been mandatory, it has only been permissive. Isn’t that corvect ?

Mr. Becr. In the original language which we saw we did not feel
that that was the case. In the discussions we have had during the past
several days with the other groups, we feel that we have language

which we all agrvee says, Senator, what you are saying.

Senator Roru. Just one final question. Are you willing to have any
language in there that in the permissive sense says that they ought to

look at the problem sector by sector. not mandatory, but permissive.
" Do vou have any objection to that? :

Mr. BeLL. No, sir.

* Senator Ror. Thank vou, Mr. Secretary.

The CratrMaN. Mr. Mondale.

Senator Monpare. Well T think Senator Roth pretty well developed
the point I wanted to make. As I said earlier, Congressman Karth
from St. Paul, Minn., proposed what is now section 104 of the House
bill which is sector by sector, and in the committee I proposed_an
alternative which required the STR to focus on seetor-by-sector
matter, but also to give him discretion to do what is necessary in the
overall bargaining, and I think in the light of the realities of the
bargaining.
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And then there were long periods of negotiation with Congvessman
Karth, with the Department of Agriculture, with farm groups. with
the whole range of industry groups trying to come up with something
that meets the concerns of the industrial sector that also meets the
legitimate concerns of agriculture, and I think we are pretty close.
One of the problems was the Department of Agriculture was so slow
that we would have had this done 3 weeks ago. No criticism, however.

The Ciramryran. Any further questions? I believe that concludes the
time we had for this witness. '

My, Bern. Senator, T would like to submit for the record the entire
text of this wording that we worked on. We did do some changing in
the lower levels.* :

The Cuasigyan, Any additional thought that occurs to you, submit

_that too. and if I have given you a hard time I want to express my

profound apology. Al I am trying to do is to get the truth. I think
vou have come near to giving me the information that I want. You
know what I want to ind out,if Ileft any doubt.
Thank you very much. -
The Crairyan., Now I would like to call Mr. David Dawson. Is
he here?
Mr. Dawson. Yes, sir. ‘
DThe CnamrmaN, Well suppose you just identify yourself, Mr.
awson, .

STATEMENT OF DAVID DAWSON, OFFICE OF THE CHEMICALS
INDUSTRY TRADE ADVISER

Mr. Dawsoxn. Yes, indeed, I am Mr. David Dawson. I am director
of the Du Pont Co. I retired a year ago as an active employee, and I
ha(;'e since been working with five trade associations in the chemical
industry. '

The g‘nunmm. I would like for you to explain the case for sector
ne§otiations. '

fr. Dawson. I will attempt to do so. It can be introduced by
noting the reasons why we in the chemical industry are deeply con-
cerned that there be an attempt to negotiate on the sector basis. The
balance of trade of the chemical industry in 7 months of this year
was $3 billion on an f.o.b. basis, and on the more significant CIF
basis it was $2.86 billion. That afinualizes to be $5 billion per year,
and that represents an estimated—— .

The Cuamaan. Hold on just a minute. We ara having a few com-
mentaries up here. As soon as we get through conferring among our-
selves, we will hear you out. I just want to be sure you are heard.

All right, Go ahead, sir. )

Mr. Dawson. The $5 billion a year favorable trade balance in
1974— -

The Cramrman. In your industry?

Mr. Dawsox. It is abnormally large. It represents something in
excess of 100,000 jobs. One cannot determine a detailed figure for it
without knowing the makeup.

© *See p. 18.
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The Caarryan. Do you think just your surplus represents 100,000%

Mr. Dawson. This represents a surplus-of-trade balance, exports
minus imports, running for the first 7 months at a rate of $5 billion
and that represents more than 100,000 jobs in the chemical industry.
Now obviously $5 billion is very tempting to negotiators on the other
side of the table, and they are going to go for it.

The second reason of course is the so-called nontariff barrier, the
American selling price. As we mention in our testimony, we are
perfectly willing to see it traded. We feel it should be traded only
for what it is worth, and that a large part of what it is traded for
should be in the chemical industry and certainly not in apples or
bananas or whiskey or tobacco. And we think that the temptation
will be strong to settle the negotiation by pushing the balance, the
trading value, over into the sgrienlture area. We think it should be
resisted. '

Much of the industry felt that the Congress should require not

only sectoral negotiations, but even sectoral reciprocity, and in our
original testimony in March we so recommended.
) We have, however, become, T think. convineced. at least much of the
industry has. that this would place restrictions on negotiators of such
magnitude that perhaps negotiations would effectivelv be a failure.
We still urge. however. most strongly that the law require the negotia-
tions be on a sectoral basis, even thongh reciprocity is not required,
to the maximum extent feasible, and that the negotiators report to
the Congress on a seetoral basis what balances thev have achieved. This
is provided in the TTouse wording, and weé frankly would prefer the
House version in this area with the further addition that both tariff
and nontaviff barriers be included and that it not be restricted.to
nontarifl’ barriers. -

However, we have been having extended discussions with the office
of the STR and with some of the staff of vour committee. We have
been attempting to arrive at satisfactory language. We thought we
had such, but it did not appear to be satisfactory to the agrieultural
interests. Further negotiations apparently proceeded lnst night. with
which T am not familiar. . . )

Regardless of the debates and the negotiations on exact wording,
we would say that vou can’t expect negotiators to have sectoral reci-
procity.” You can tell them, and should tell them, that they should
negotiate on a sectoral basis and that they should report the result
of their final deals on a sectoral basis. That is the meaning of a lan-
guage which has been discussed by the industrial group and which we
thonght was satisfactory and could be adopted.

The Cramryan. T vield my place to Senator Tartke.

Senator Harrke. et me ask vou, in this field have you come to an
understanding on this conflict which exists between the so-called agri-
cultural group and your group? Is there an understanding now or is
there not an understanding or is there the threads?

Mr. Dawson. Apparently there were negotiations conducted last
night info the early hours of the morning. I was in Wilmington. I
came down on the train this morning. T am not privy to those. I do not
know whether anything approaching a satisfactory compromise has
been veached. T was given to understand that it was not satisfactory,
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that agriculture is still apparently not willing to say that negotiations
should be conducted on a sectoral basis, and a report should be made
on a sectoral basis. And that is the guts of what we are arguing for.
Senator HFarrke. Isn’t it true that within the agricultural groups
themselves that there is a desire to further sectorialize the sector for
the trade negotiations? -
Mr. Dawson. As I read their language as it existed several days ago,
it scemed to me that it was placing on the negotiators many more
restrictions than the language which we proposed because it came
close to saying that they must make trades of industry for agriculture.
Senator Hartke. That is right. Now in the Common Market coun-
tries, under their common agricultural policy, haven’t they had almost

a complete failure to come to any type of accommodation with the

United States?

Mr. Dawson. That is my understanding. I am no expert in the agri-
cultural market, but I gather they still disagree. Even as of this
morning, Germany is apparently taking a strong position. '

Senator HArTKE. That is right. They are havingkdifficulty, but Ire-
land and Britain came in and, quite honestly, there were special

arrangements made again but most of these were to benefit the agri-

cultural community and had no benefit to the manufacturing sector;
isn’t that true? ' '
Mr, Dawson. That is my understanding.
Senator HArTKE. I think all of us are interested in getting a trade

‘bill, and I think what the chairman has eloquently expressed is our

great concern for a trade bill as well as helping the agriccultural sector,
but not at the expense of the manufacturing sector. Isn’t that the es-
sence of your problem ¢

Mr. Dawson. It is indeed. And we feel that the structure is such

that if the negotiators do not understand the desire of the Congress,
there will be a great temptation to achicve a settlement that trades
industry concessions for those of agriculture.

Senator HArTRE. You understand that you cannot maintain an in-
flexible position?

Mr. Dawson. That is true indeed. ‘

Senator Hartre. You think that the negotiators should have some
flexibility but in order to prevent the destruction of the manufacturing
base of America, it is necessary to report back to Congress so that
Congress can pass upon the ultimate decisions which are suggested by
the negotiators. ‘ »

Mtr Dawson. That is a good summary of our position, or of my
position. : : :

Senator HarTKE. 1 see nothing wrong with it, Mr. Chairman, and T
would_hope that the committee can understand that if we are going to
have pe 0 oing to buy the goodd of America, we are also

‘going to have to have people WQo have somé jobs, and we have to have

some industry in America to pro obs.

_ The CrarMAN. Does the gentleman have a question f :
Scenator BEnnETT. Yes. What proportion of the total percentage of

the American chemical industry is being exported? How big is this

problem in terms of the total gross output of the industry?

42-120—74——4
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Mr, Dawson. The exports are running at a rate of about $8 billion,
and I am only estimating. For the record I would have to give you &
reliable figure, but I would guess that it is under 10 percent.

[Mr. Dawson subsequently submitted the following statement :]

1973 chemical exports of $5.75 billion amounted to 10.1% of total U.8. ship-
ments. !

Senator BennerT. All right. Now, what proportion of the products
of your industry are sold to American agriculture?

Mr. Dawson. I do not have that figure in mind.

Senator BeENNETT. Somebody has suggested 25 percent?

Mr. Dawson. I think that is very high. Obviously almost all fertil-
izer industry products go into agriculture and one can add to that
pesticide industry products. But together they are much less than
25 percent, I am confident. Again, those figures can be developed and

su glied. i )
f; {r. Dawson subsequently submitted the following statement :]

According to Department of Commerce figures, sales of agricultural chemicals
to American agriculture was about 5.9% in 1973. Commerce includes fertilizers
and pesticides, the predominant agricultural chemicals, in this category. Other
chemicals (such as additives in rubber tires and gasoline) are important to agri-
cultural progress, but there is no means to estimate their volume,

Senator BENNETT. The reason I raise the question is that I think

ou should be thinking about what proportion about the trade-off

tween these two factors and whether it 1s worthwhile for the chem-
ical industry to risk a reduction of the consumption by American
agriculture in order to preserve what you have said earlier was an
unusuelly high volume of exports. It seems to me as you first be#an“
to testify, you said that the average lately has been about $3 billion
trad’ﬁ ’sgurplus;»«but it got up to $5 billion last year. Did I hear that

wrong ,

Mr. Dawson. That is not correct, Senator. It is running at an
annual rate in the first 7 months of this year at $5 billion. It had been
running last year as I recall at semething around $3.8 billion.

Senator BEnnerr. All right. It’s running unusually high.

Mr. DawsoN. Yes; and part of it is price, of course.

- Senator BENNETT. I think we should try and get these figures into
focus. There is another figure that I think should be put into the
record. and I am quoting it from memory only, and maybe the Special
Trade Representative can correct me. What proportion of our gross
national product is involved in our total foreign trade? It’s about 4
percent as I remember.

Mr. EserLe. Approaching 6 percent now.

Senator BENNETT. All right. It’s 6 percent, so we are talking about
a small fraction of our total GNP and we mustn’t get carried away
with the idea that we are talking about & major part of our economy.

Senator Harrre. Would the Senator yield on that point?

Senator BenNETT. Yes. _

Senator HArRTRE. And if the Special Trade Representative wants to
give us a figure, I'd be glad to do it. You are talking about the gross
national product but when you ‘deal with the trade in the figures of
actual manufactured goods, you are dealing with closer to 25 percent.
Isn’t that correct?
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, o My Eserie. It is.about 14 percent on the manufacturers and it is
/ over 20 percent of agricultural production.

Senator Harrer. Yes. In other words, when you talk about the
ross national product of the country, you are dealing with a different
gure; and when you are talking about trade you are dealing with

something that is closer to 20 percent. So I do not think it is insignifi-
cant. '

Senator BENNETT. The reason I wanted to get it in the record is that
earlier in the discussion there was an inference that we are going to

. create a recession by destroying many, many, many jobs in the Amer-

ican economy. But we are talking about an economy that has an em-
ployment of something around 85 million people and 100,000 jobs. .
That as it is, is not going to throw the American economy into a
recession.

The Criamrrman. If I might just put one oar in at this point; isn’t
it par for the course that as-soon as you lose your export market, your
domestic market is lost in short order after that too? .

Mr. DawsoN. You are certainly threatened with that.

The CrairmaN. If you lose 100,000 under a free trade deal, doesn’t
it usually mean that then that is not the end of it. You are then trying
to save yourself in your own market ¢

Mr. Dawson. Senator Bennett, I would like to debate with you how
much it takes to throw you into a recession. If we go from 4.5 percent
unemployment to 6, we think we are in a recession, don’t we?

Senator Ben~ert. How many is 1 percent? How many jobs do we
havetoloseto go from4.5to6? - .

Mr. Dawsox. 850,000, roughly.

The Cuamaan. Well, we, have some other representatives here to
tell you about the electrical industry and the iron and steel industry
too. ‘

Senator Curris. Just a question or two. Mr. Dasvson, do you repre-
sent the association or are you associated with some chemical company ?

Mr. Dawson. I am speaking for the five chemical trade associations:
&he Manufacturing Chemist’s Association, the Society of Plastics In-

ustry-— :

Senator CurTrs. I understand. Are you yourself associated with any
chemical manufacturer? '

Mr. Dawson. Yes, I am a director of the Du Pont Co.

Senator Curtis. What are the principal chemical products that you
manufacture in sizable volume?

Mr. Dawson. In Du Pont ?

Senator CurTis. Yes.

Mr. Dawson. Textile fibers are the largest single product line we
have. There are a variety of those: nylon, dacron, lycra, et cetera.
Plastics are probably the second largest, pigments, paints, rubber
chemicals, photo products, photographic film, X-ray film, I cannot
name them all, but there are a dozen of them.

Senator Curtis. Do you manufacture. fertilizer?

Mr. Dawson.. We do not manufacture fertilizer.

Senator Curtis. But the chemical industry generally does.

. Mr. Dawson. Oh yes.
| Senator Curtis. And how about pesticides?

-~ ~
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Mr. Dawson, Yes, we manufacture pesticides, herbicides, insecti-
cides, fungicides. . .

Senator Curtis. In fact, that is a sizable item in the overall chemical
industry.

Mr. %AWSON. It is indeed, both here and abroad.

Senator Curris. Yes. Now have you OK’d any compromise language
at all that would be acceptable to your group ?

Mr. Dawson. Senator, I apolo%ize again. I am not privy to what
proceeded last night. I am told by my assistant that a compromise
satisfactory to us was not achieved, but I have not seen the language.
I cannot answer. Prior to that time when these hearings were called. 1
thought the situation was that we had before the committee two sets of
language. One which the Agriculture Department would agree to and
to which the industrial sector would not agree, and another to which
the industrial sector would agree and the Agriculture Department
would not agree.

Senator Corrrs. Well it is my understanding, and I have looked
at the language some myself, that the Agriculture Department sub-
stantially agrees with the last thing that was submitted. But I was

puzzled about your testimony this morning, because I gathered from

it that you were standing pat on the House bill langua%e.

Mr. Dawson. I did not say that, sir. I said that we still feel that
the House bill language is the best answer to this problem, but that
in an effort to get the thing moving we have had extensive discus-
gions with your staff and with STR, and we have effectively com-
promised our position and we came up with something that we thought
was imminently satisfactory, but which did not appear to be satis-
factory to the Agriculture Department. S

The CuamrMaN. I just want to make it clear about all these deals.
I am aghinst combine I ain’t in on, and I think that is how this
Senator feels about this—and I wasn’t consulted about all of these
negotiations—as far as this Senatqr is concerned. And I want to decide
for myself what I think is right. T think that is what most Senators
are going to want to do. I'd like to hear both sides of the arguments.

Senator MonpaLE. Would the Senator yield? , \

The CtzalrMAN. Yes. ‘.

Senator MonparLe, I believe that the chairman is quite correct, and
T don’t blame him. But in fairness to what was going’on under your
leadership you asked us to see if we could work something out, and
of course anything we do work out has to be approved by the full
committee. But what was being undertaken I think was being under-
taken at the suggestion of the committee.

The Crraramax. Well, T came here expecting to see a good fight, and
I hope I'see it before—I’d like to hear both sides of the argument.
By the time we have heard both sides, I think we can—well, go on,
Senator. » .

Senator Curris. No: Tam through. .

Senator Rorx. Mr. Chairman, I would just like to ask Mr. Dawson
the same question that I asked the agricultiral representative. As I
understand your position, you are not asking that the language be
mandatory. What you are asking is that the negotiators as they ap-
proach negotiation, be required to consider sector by sector. You also
said that you wanted a report afterward.
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Mr. Dawson. Yes. '

Senator Rorit. So if T understand what you dre saying, and if the
prior witness reflects the agricultural community, it doesn’t seem to
me, Mr. Chairman, they are that far apart. It seems to me that—-—

Mr. Dawsox. I did not think we were. I think thero may be some
disagreement. I don't hear them saying thoy are willing to contemplate
a mandatory sector balance report. :

Senator Rorir. That point was not raised.

Mr. Dawson. And that I think should be mandatory.

Senator BeNNETT. Would the Senator yield ?

Senator Rorir. Yes.

Scnator BenNerT. Is it the position of the witness that the trade
representatives must approach negotiations and conduct them on a
sectoral basis and then must report to us before he can shift from that
to & more general basis{

Mr. Dawson. I don't think either the House language or the lan-
guage which we proposed as a modification of it would require that. -

Senator BENNETT. What position does the report have in the process{

Mr. Dawson. It simply forces the nogotiators to realize that it is
tho sense of Congress that they wish to maintain a reasonable degree
of sectoral balance. The negotiators will have to justify to the Con-
gross the final conclusions which they reached with the other parties

y reporting tho degree of balance which they have achieved.
Scnator Rori. If I might step again. Fundamentally, you are agree-
inﬁ to the language being permissive. . '

Mr. Dawson. Oh, entirely, except for the reporting part.

Senator Rorh. Except for the reporting; yes.

Senator Monpark. Would T be out of place?

The Cuamman. Let us let Senator—all right, go ahead.

Senator HanseN. I want to hear from my leader because I have not
been informed of thase- meetings, and I am quite interested.

Senator Monpark. I was not in on it either, but I think we asked, in
fairness to those who are participating, I think they were doing so at
least in the thought that they were trying to help the committee, and

“of course we would review what they came up with. What t&uiy were
anad 1t

trying to do is to compromise tq achieve your objective, hink
wﬁat you are saying this mormng is pretty much the basis of the
compromise. In other words, it puts the pressure on the STR to the
fullest extent possible to pursue a sector-by-sector analysis and then
with the report language and with the President required to report,

and the language says:

As a means of achieving the negotiation objectives of our country to the ex-
tent consistent with the objectlve of maximizing the overall economic benefit
to the United States negotiations shall to the extent feasible be conducted on

the basis on each product sector of manufacture.

And then it goes on to say that the STR must meet with the trade
group, the advisory committees and that whenever the President de-
termines the competitive opportunities of one or more product sectors
would be significantly affected by the trade agreement he shall sub-
mit to the Congress or reach an agreement that acknowl the
extent to which each of these objectives set forth has been achieved.

The idea is to put the heat on the STR to make certain that he con-
siders and negotiates with an idea toward what the chairman is con-



T

s

26

cerned about, that no product line be sold out, but that he have author- .
ity to purcue what he thinks is in the best interest overall. It scoms
to me that there is no way on Earth that we can prejudge in every
respect what the Speeial Trade Representative is going to do in these
long negotiations without undermining his ability to do the best job.

In my opinton, what we should ask the Special Trade Representative
is to get the best cards he has got and play them the best he can because
if we don't let him get all of his best cards at once, he is goiug to lose
bargaining power n the oversll, but to be mindful that wo do not
want. American jobs sold out or we don’t want particular industries
ignored, and we want them to consult fully with the industries atfected
and the unions affected, the employees affected, and to do it in the
best way to come out with the best bargain wo have. I don’t know any
other way of doing it. T think the more we try to specify A, B, C, D,
DN };'. we may umﬁ?rminc his ability to have all of the cards that he
needs :

Mr. Dawson. 1 do not disagree with you at all, Senator, and T think
it ought to be possible to get language which reflects that. .

Senator Moxpark. Thank you.

The Criaryan. Senator Hansen ¢ :

Senator Hansen. Mr. Dawson, you mentioned I believe that the
Du P'ont Co. produces textile fibers, plastics, pigments, paints, rubber
products, photographic film, as well as other things. What has been
your situation with respect to raw materials from which these deriva-
tives a;e madef Are you having trouble? Is natural gas an important
sopree .

Mr. Dawson. Yes; the answer to your question is we are having a
lot of treuble. Weo are having trouble in volume, and of course, we
are having even more trouble in price.

Senator HaxngeN. Do you use any imported LNG or so far\ave you
boen using itt -

Mr. levsox. No; we have been using entirely locally produced
natura

Senator Hansex. Now in plastics, is natural gas your major raw
material in the manufacture of plasticst?

Mr. Dawsox. The ethane-propane fraction of natural gas is an
important material for a number of plastics. .

Senator Hansen. And that is beecoming inereasingly difficult to
obtain? . .

Mr. Dawsox. It is indeed.

Senator Hansen. Do you have any feelings about the future for
vour industry? Do you anticipate an even more severe crunch in the
availability of raw materials, or would you care to speculate on itf

Mr. Dawson. It is pure speculation. I tf‘;ink one can be quite fearful
that the situation will intensify and get more serious.

Senator Hansen. Of the raw materials you use, is natural gus
the single most importaiit one, wonld you say? Or how would you
classify it :

Mr. Dawson. I ?ould have to look at figures—data which I do not
have in mind. It is certainly one of the most important.

Senator Hansen. Do you have any feelings about natural gas

_ dcroguloti ion
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Mr. Dawson. I do not feel that I can speak for the Du Pont Co.

Senator HanseN. Just speak for yourself—and I think you have a
considerable background and understanding.

Mr. Dawson. My own feeling is that we regulated too long and
we,. ought to start changing that quickly. : :

Senator Hansen. Do you mean by that that personally you would
favor a move toward deregulation. Is that what you are sayingt

Mr. Dawson. I certainly would. Now, do not ask me just how you
are going to accomplish deregulation and how you guard yourself
against all the other impacts that it has. But I, perfonally, feel that
the excessive Government regulation has acted to lower the amount
of gas exploration, and consequently gas production.

enator Hansen. Does the Du Pont Co. have an interest in overseas
operations of any chemical companies?

Mr. Dawsox. e have operations of our own, for the most part.
We have not gone into—— ‘ . ‘

Senator Haxsex. They are wholly owned foreign subsidiaries?

Mr. Dawson. All of our foreign companies. effectively, are wholly
owned. We have a 70-odd percent interest in a Canadian company and
a similar interest in an Argentine company. But for the most part,
thev are wholly owned.

Senator Flaxsex. Do vou import from those foreign subsidiaries

products into the United States?

Mr. Dawson. Not on a routine basis; none on a regular, routine

" basis that is—only in the case of shortages here and surpluses there

have we done it.

Senator ITaxsen., Well, when you say “shortages here,” you mean
the inability in the United States of your company to—-

Mr. Dawsox. Let's say we are building a new plant and it has not
come in; meanwhile, market demand goes up. There have been cases
where for a period of 6 months to a year we i)m\'o. imported quantities
to meet the market demands over here until the new facilities are in.
But we have not built plants abroad to supply the U.S. market. ,

Senator Haxnsex. Is price a major factor in determining shortages
and that sort of thing?

M, Dawsox. Tt is very often that, ves. i

Senator TTaxseN, T have no further questions, -Mr. Chairman.

The Cuamyan. T would hope, gentlemen, that—if we could limit
the examination of this witness for another 5 minutes. because we have
two other witnesses to be heard this morning.

Senator Roth. X -

Senator Rorn. M#. Chairman, T just had one observation, and that
is— I do not know about the other witnesses, maybe they ave industry,
too: but I wonder if it would not be wise at some stage to consider
urging the industry and agricultural representatives and the trade
negotiators to come up witﬁ language and give them a time limit on
that we can consider that. It scems to me they are closer than some
people would lead us to believe. : :

The Cramyax. Well, T am told by our staff that, based on what
little our staff knows about this thing, is they are not as close as some
people might think.,

Senator Rotir. Maybe we ought to give them a deadline to get to-

o

gether; then we will go ahead.

~.

BEST AVAILABLE COPY



5

" you are planning to make$

28

The CuramrMaN. I do not know what transpired in the conversations
last night, but then I would suggest we call the next witness. And if
I may—thank you very much ; I will excuse you now.

Mr. Dawson. Thank you.

The Cuuamman. And if we may, I would like to call them both to-

ether and hear their statements 1n chief. I thiakit is more important
that the Senators hear the witnesses than the witnesses hear the Sena-
tors. So, to give them the best opportunity to be heard——

Senator MoxparLe. When did we start that?

The Cuamaan. I would like to ask that both Mr. William Ken-
nedy—is he here? ' i

r. KENNEDY. Yes, right here.
The CuairmaN. Yes; Mr. William Kennedy take the stand; and

. also, Mr. James Collins. Ishe here # Mr. Collins ¢ . .

All right; I would like for both of you to make your statement in
chief, and then the members can ask whichever witness they. want to
any questions thgy would like to ask. '

First, T would suggest, Mr. Kennedy, that you identify yoursel
for the record and explain your thoughts on the subject. And then I
would like to ask Mr. Collins to do the same thing.

STATEMENT\OF WILLIAM F. KENNEDY, COUNSEL, GENERAL ELEC-
‘TRIC CO., REPRESENTING THE NATIONAL ELECTRICAL MANU-
FACTURERS ASSOCIATION AND THE ELECTRONIC INDUSTRIES
ASSOCIATION; ACCOMPANIED BY V. J. ADDUCI, PRESIDENT, ELEC-

TRONIC INDUSTRIES ASSOCIATION

" Mr. Kennepy. Thank you, Mr, Chairman,
My name is William F. Kennedy. I am counsel for General Electric -

. Co., appearing here today on behalf of the National Electrical Manu-

facturers Association and the Electronic Industries Association.

‘With me, also, is Mr. Addueci, who is the president of the Electronic
Industries Association: He has a formal statement on behalf of the
association which we would appreciate being included in the record
if that is agreeable, Mr. Chairman.* .

I should also note that we have representatives here of the Rubber
Manufacturers Association and of the National Electrical Manufac-
turers Association. .

The Crarrman. Do they generally agree with your statement that

Mr. KENNEDY. Yeos. '

The Cuamatan. All right.

Suppose you proceed in the same way. If you want to put the
statement in the record, you may.

Mr. Kennepy. I do-ot have a formal statement, Mr. Chairman.
I {;)l_xoutg'ht I would talk informally with the committee about three
subjects. _

irst, the nature of the industry concerned, and what we perceive

to be the case for, sector bargaining—not mandated sector bar ining,

but sector bargaining—as & technique which -we think will be more

g.ﬂ‘ectlve in promoting the overall U.S. economic interest in negotia-
ions.

*See p. 32,
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I would also like to talk about the status of the compromise, because
there were discussions late last evening, and I think 1t has been clear
now to the committee that it was not feasible for all of the people on
the industry side of the table to consult last night and this morning
and come to an agreement on this. I think, however, I would sub-
scribe to the view expressed earlier, that we are very close, and I
think it can be worked out.

Noyw, there were.observations made earlier by Mr. Bell on behalf
of the Agriculture Department about the outstanding—and it is most
outstanding—performance of U.S. agriculture jn the world market.
Broadly, T guess what the economists say is that the strength -of the
United States in world trade depends on where it has a comparative

-advantage. And it has comparative advantage in two areas: first, in

agriculture; and second, in high technology manufacture.

Now, F'do not have the figures available for all of the electronics
industry overall, or-all of the electrical manufacturing industry, but
I can speak for the performance of one company, for which I am
counsel: namely, the General Klectric Co. We exported last year $1.2
billion of manufactures. These are exports out of the United States.
That number has doubled over the last 5 years. We have doubled
our exports of manufactured goods. Last year we accounted, I think,
for roughly 2.5 percent of total U.S. exported manufactures. Our
exports have grown at a rate three times faster than our domestic
sales. Wo identify in terms of concern about U.S. employment and
TU.S. balance of payments.

The opportunities in world markets that may be opened up by the
trade bill—and thanks again to the favorable action of the Senate on
the Eximbank bill—we identify these as major assets and opportuni-
ties for the U.S. economy. ’ ‘

The chairman very properly talked about the role.of emplovment in
the TS, trade and the importance of emplovment on the manufactur-’
ing side. We have made some studies, and we think our international
activities in the net—now, this is 1 net number--account for about
25.000 General Electric jobs and that bevond that, in supporting
activities—suppliers, service organizations, government, so on: all of
these supportingnetivities for our export activities—-that that accounts
for another 25.000 jobs. We think that the international activities of
just one company account for about 50,000 U.S. jobs. -

Now, where are we able to sell abroad? We are able to sell abroad
in those areas where the United States still has a technical and cost
lead. The key to success there is technical leadership and cost leader-
ship. But even in someo of-our lines where we have such leadership—
as in large steam turbines, where we think we make the highest per-
formance, most reliable, and lowest cost machines in the world—we
are shut out of many markets, and shut out of those markets bv reason
notto much of tariffs as of so-called nontariff barriers. These are
Government procurement ground rules: there are standards, require-
ments, certification for compliance with standards, import licensing
reqnirements, quotas, and tha like. ‘ -

Now, ong other importart factor in this area that is a part of your
record, when we appeared formally before the committee in vour
regular hearings on the bill. Senator Mondale, who was then presiding,
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asked us questions as to the nature of these barriers, and your record
includes an analysis by 11 product sectors—these are the sectors’ in
which we are located—as to the character. And the thing that confes
through—there are charts attached to the letters which are part of
vour record—is that the barriers differ from sector to sector. In one
case, for example, the thing that is keeping us out is Government pro-
curemont ground rules. And in another case, the thing that is keeping
us out are licensing requirements or standards problems. In other
cases, we think we are at a competitive disadvantage becauss of export
subsidies of various kinds.

As we see it. one of the eritical points about the sectoral approach
is that if the U".S. negotintors are going to be effective in expanding the
U.8. trade and U.S. exports, they have to have a differentiated ap-
proach, based on the different character of the problem in each of the
sectors. That we thoroughly agree with a numbher of the papers and
analyses that have come from the Office of the Special Trade Repre-
. sentgtive, and they are very thoughtful and articnlate pieces of work,

that there is a good deal to be said for a generic approach on some of
the issues. And we believe that the generic approach shenld he tried,
but we wonld also sav that when you come to the crunch, it iy be
necessary to look at these things. and will be necessary, we believe. in
many cases, to look at these things sector by sector. Becanse for one
thing, if we are going to get concessions, we mayv not he ahle to got
concessions in a generic code across the board. The French or the
Canadians or someone may say. we ecannot do this across the board
beeause it will unfairly or adverselv affect this particular sector. So.
we think, in sum, that if the United States is to maximize its interest
in trade in the manufacturing area and maximize its interest in pro-
tecting U.S. employment—a concern that the chairmdn very properly
_identified—that the most effective. the efficient approach that the U.S.
reaotiators can take will be in many areas a sectoral appreach.

Now that, as we understand it, is the philosophy of the amendment
which Congressman Karth and others—Congressman Waggonner—
many of the leaders in the House Ways and Means Committee—were
motivated by when they offered this amendment. and we think that
that is the theory of the amendment in the House bill.

Now, one other thing about the amendment in the House bill is
that—and T think it has been subiect to a great deal of misconception—-.
but one of the elementary rules about a statute or a bill is to go back to
the language. And the language in the House bill is-very clear. It does
not mandate sectoral bargaining. It does not tie the hands of the
Special Trade Representative. It has a preference for sectoral bargain-
ing. but not a mandite. .\nd he is entitled to make that judgment,

The House bill does two fundamental things. It states the negotiat-
ing objective for the Special Trade Representative and it gives him
and the President, the administration. an accountability obligation to
the Congress. Where they have not obtained equivalent competitive
opportunities, they have to come back and account to you as to what
they did and where they failed, and why they failed. It is an account-
ability provision. And we have said earlier, and T repeat, that it is to -
the Congress that the Constitution of the United States gives the re-

. sponsibility for regulating domestic and foreign commerce, and this is,
it seems to us, A minimal congressional oversight role. !

Now, on the amendment itself.
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Thers were concerns earlier about did this unduly tie the hands of
the Special T'rade Representative in terms of maybe too strong a lean-
ing toward sector bargaining. and this led to a vequest on the ‘part
‘of the committee and its staff that maybe some effort be made to work
out language on this. And efforts were made and at least seemed to
have succoeded to accommodate that concorn of the Special Trade
Representative. And the version now before you—I do not think the
House bill tied the Special Trade Representative’s hands—but the
version now before you certainly does not tie his hands in this matter.

He has got flexibility and discretion, which he should have. '
~ Then there were concerns on the agricultural side that somehow
the intent of the product sector amendment as adopted in the House -
was to unfuirly treat agriculture, cordon them off. Well, let me say
first. on the basis of that, that T do not think that is a fair reading
of the IXarth amendment. There is nothing that I know of in the.
language of that améndment or in its legislative history that suggests
that. And the Karth amendment, it seems to us, is an effort to deal
with the problem which we have on the manufacturing side without
prejudice to agricultural interests.

Next, let me say—and I cannot speak for all industry, obviously—
but T think it would be extremely unfortunate if there was any serfous
division on the part of agriculture and industry in our approach to
the trade negotiations. It would be a most unhappy thing if a bill
came out of the Congress that was unsatisfactory in its broad purposes
to either agriculture or industry. And it would he an impossible situn-
tion. as we see it, for our U.S. negotiators if thev went into the nego-
tiations with major divisions between agricultural and industrial
interests. I do not think the United States ean afford that and it would
hurt evervbody. It would hurt agriculture and it wounld hurt industry.
So. it is clearly to our interests to work out a compramise. And those
of us on the industrial side of the table, I think, have agreed, the evi-
dence is, to several compromises which somehow have not been able
to be effectuated. .

Now, Mr. Bell in his testimony referred to language that the Agri-
culture Department is prepared to accept. This information was given
to us late last evening. There was not an opportunity on the part of
those of us who received it to caucus adequately with all of the
associations and their representatives and spokesmen who have fol-
lowed this on behalf of .the many segments of industry that are in
support of the Karth amendment. I will say personally that I think
we are extremely close to an ggreement. I think it is a matter of clari-
fying the intent of the position that Mr. Bell is prepared to acce&xt,
* to make it clear that there is nothing in that language which precludes
sectoral negotiations on the industrial side ; nor 1s there anything that
detracts from the accountability provision that Mr, Dawson referred
to. I think we are very close. I think it can be worked ont. I think
it will take a little more time on the part of the industry representa-
tives to review this and to perhaps have some more diacussions, but
we are nearly there, and I think, just king for myself, that we
have indicated that the important point to us is a clarification by
" the committea in the committee report of the intent not to detract
from the availability of the sectoral approach and the accountability
obligations that we think are keys to the Karth amendment.

That is all T have, Mr. Chairman.
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The Crrarman. Let us hear now from—oh, did Mr. Adduci want
to read this statement?

Mr. Appucr. No, Mr. Chairman. I believe we had had a discus-
sion—if you will make it a part of the record, I will be very happy
with that.

The CitairMax. That will be fine. I promise you I am going to read
it and I-hope the others do.

FMr, Adduei’s statement follows:]
- L]

STATEMENT oF V., J, ApbvUcl, PRESIDENT, ELECTRONIC INDUSTRIES ASSOCIATION

Mr, Chairman and Members of the Committee, T am V. J. Adduel, President of
the Electronie Industries Assoeclation or “EIA” With .me today is Mr. W. H.
Moore, Vice President of EIA and Director of our Internationnl Business Coun-
cil, We weleonie this opportunity to testify again as to the views of our industry
on LR, 10710 and In particular on the Section dealing with prodnet seetors,

The electronie industries of the United States have an annual sales volume of
over 231 billion. We directly employ about one and a quarter million people,
not to mention the large number of persons indirectly employed throngh sttheon.
traetors and suppliers and through thousands of distributors and dealers.

Our membership comprises over 200 small, medinm and large companies which
produce all types of electronie systems,.equinment aned parts-—from the simplest
to the most complex. Despite the diversity of their products, and the differing
sizes and characteristics of their husinesses, IIA's members are agreed in thelr
hroad views on world trade and investment,

I'TA believes that the expansion of onr international trade is the on'y appreach
whirh offers any hope of economie progress for the United States, its eompanies
andd its workers—and so we support the concept of sectorial bargaining.-which
we nre convinced Is the best way. to obtain the nccess we need to the electronies
srrkets of the other nations of the world. '

The electronic industries are considered so Important by other nations that
thiey have made speclal efforts to bujld up their own indigencus eleetronie in-
dustries. To that end, they have imposed many restrictions on the fmports of
clectronie equipment and components into their countries. As a result. we are
confronted by unusually numerous, onerous and effective non-tariff barriers
which greatly diminish the ability of our American clectronlc manufacturers to
svll their products abroad. - oo

Tu fact, we wonld probably be unable to continue our significant sales of U.S.
electronic products to other countries were it not for our abillty to invent and
perfect new products not avallable elsewhere in the world. However, our tech-
nological advantage is being diminished by the many subsidies and the sub-
stantinl financial assistance which foreign governments give thelir electronic
mannfacturers. Since the time of the Kennedy Round, we have seen a steady
deterioration of what used to be a large, favorable balance of payments on U.S,
eleetronic items.

Because of the situation I have just described, we anticipate that the electronic
fudustries may well ask the Special Negotiator for the United States to adopt
the ohjective of securing for our electronic products as much access to foreign
markets as foreign electronic manufacturers have to our 1.8, markets. Of course,
we would very much prefer that foreign markets be opened to our products;
however, If this is not forthcoming, we will probably urge our Government to
move,at least for negotiating purposes, to impose as many barriers to foreign
elect ronle products as competing nations impose to ours. _

I want to emphasize that we are in a sittation where our U.S. negot?ntnrs
have ample negotiating flexibility. If that were not the case, we could understand
why our friends in agriculture might be concerned about the Sector Amendment—
even with the carefully circumseribed language of the proposed new Section 104,
However, a8 I have indicated, the possibility exists for the United States to adopt
all the duties, non-tariff barriers and adverse practices of other natlons; conse-
quently, our negotiators have plenty of ammunition with which to defend the
interests of both U.8. Agriculture and U.8. Industry.

Ve are not seeking an Agriculture/Industry confrontation. On the contrary,
Industry's spokesmen have worked hard to find a mutually acceptable com-
promise. In dolng so, we are not at all fighting any legitimate interests of Agri-
culture, as I have tried to indlcate above. ' :
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To promate sales of U.S. products and thereby to maximize employment for
U.8. workers, we must be able to sell our-products in foreign markets. The only
way to gain this ability to sell our products abroad is by patient negotiations,
sector-by-sector. We believe the Trade Reforin Act should recognize that fact,
and we believe the proposed Section 104, or some close approximation of it, is
the best way to do so. This proposed Section 104 (copy nttached) has been worked
out with spokesmen for U.S. Agriculture, and we believe it is mucl more even-
handed as between Agriculture and Industry than other language whieh is being *
proposed. -

Accordingly, we specifically endorse, in its entirety, the proposed new Section
10+ of the bill.

The scope of the electronics sector is very broad indeed. It contains consumer
goods like TV and radio, Industrial goods like communications and air trafiic
control systems, bustness products like computers and data processing equipment,
mititary goods like radar and guidance systems, and parts like transistors aml
capacitors. In advoeating sector bargaining, we fully realize thuat “give and take”
will be the name of the negotinting gnme. We are prepared to “give” on one type
of electronic product so long as we “take” in another—so long, that is, as the
swapping is within our sector. However, we helleve that our industry and our
workers should not unexpectedly be confronted with the giving of concessions in
onr sector in order that the United States gnin concessions for some other in-
dustrial or agricultural sector from countries which are our competitors.

As an absolute minimum, we believe that we are entitled to prior notice,
through the Congress, as to any proposal of this sort. The sector approach would
guard us, and our many workers, from such an outcome. We believe that langnage
of the sort we recommend would in no way hurt U.S. Agriculture, and we beiieve
it is essentlal that such language appear in this bill,

We strongly urge you help us to achieve this fair and even-handed result.

S SEPTEMBER 11, 1074,
H.R. 10710: TravpE REFORM AcCt

PRODUC'T SECIOR AMENDMENT (DELETE SECTION 102(C) OF H.R. 1:T7T10 AND ADD A
NEW BECTION 104)

Ree. 108(n) A principal United States negotiating objective under sections
101 and 102 shall be to obtain, to the maximum extent feasible, with respect to
each product secter of manufacturing, and with respect to the agricultural sector,
competitive opportunities for United States exports to the developed countries
of the world equivalent to the competitive opportunities afforded in the United
States markets to the importation of like or similar products, taking into account
a'l barrlers (including tariffs) to aud other distortions of international trade
affecting that sector. -

(b) As a means of achieving the negotiating objective set forth in paravraph
{a), to the extent consistent with the objective of maximizing overall economic
benefit to the United States (through maintaining and enlarging foreign markets
for products of U.S. agriculture, industry, mining and commerce, through the
development of fair and equitable market opportunities, and through open and
nondisceriminatory world trade), negotiations shall, to the extent feasible, be
conducted on the basis of cach product sector of manufacturing.

(¢) For purposes of this section and of section 135, the Special Representative
for Trade Negotiations together with the Secretary of Commerce, Agriculture.
or Labor, as appropriate, shall, after consultation with the Advisory Committee
for Trade Negotiations established by section 135 and after consultation with
interested private organizations, identify appropriate product sectors of manu-
facturing.

(d) \\g‘henever the President determines that competitive opportunities in ane
or more product sectors will be significantly affected by a trade agreement con-
cluded under sections 101-and 102 he shall submit to the Congress with each
such hgreement an analysls of the extent to which the negotiating objective set
forth in paragraph (a) is achieved by such agreement in each such product sector
or product sectors. .

(¢) As a means of achieving the negotiating objectives set forth in paragraph
(a), negotlations under section 102 which affect agricultural products shall be
directed at obtaining more open and equitable market access for agricultural
products and eliminating or reducing the use of devices swhich distort trade in
stich produets,
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(f) The use of the sector negotiating technique shall not prevent the co-
ordinated reduction or elimination of barriers to trade in agriculture and in
‘industry. o .

The Citarryan. Now. let us hear from the representative of the
American Iron & Steel Institute, Mr. James Collins, I believe.

STATEMENT OF JAMES COLLINS, SENIOR VICE PRESIDENT,
AMERICAN IRON & STEEL INSTITUTE

Mr. CorLrns. Mr, Chairman, my name i3 James Collins. I am a
senior vice president of the American Iron & Steel Institute. I had
beeri a Deputy Assistant Secretary of Commerce during the course
of the Kennedy round negotiations, and worked with Ambassador
Malmgren when he was involved in those negotiations and therefore
have some background in trade policy matters. . ‘

I would agree with my associate, Mr. Kennedy, that we would be
foolish to get into a confrontation with agriculture on the question
of the sectoral aspects of impending .trade negotiations. The major
problem facing all industrial economies today is the question of the
impact. of oil pavments on trade balances and pavments balances.
The United States certainly needs access to agricultural markets of
the world, and we hope that U.S. agriculture will be able to export all
it can and that the negotiation in the agricultural sector will be suceess-
ful. As a matter of fact, we regret that the sector issue has evolved -
..to the point of controversy. But nevertheless, we are fearful of what
this may portend for the negotiations. '

We have two principal points.

First, we believe the Hounse language could be amended somewhat,
We have not felt however that the sector language in section 102(¢)
of H.R. 10710, as passed bv the House. justifics the fears expressed
that it would create an inflexible negotiating posture and would tie
the hands of U.S. negotiating officials. That language. in our view,
permits cross-sectoral negotiations. does not mandate or require initia-
tion of sector negotiations for each industry sector. And further. does
permit separate negotiations on nontariff iseues, such as Government.
procurement, which cut across sectors. But I do want to emphssize that
we feel some compromise in that language conld be effected. and we
_ told Ambassador Eberle and Ambassador Malmgren we did not feel
that the special trade negotiator should be tied to sectoral negotia-
tions in every sector, '

Second, we believe it is imperative that Congress, through the trade
bill. serve notico on onr trading partners that the forthcoming nego-
tintion is expected to concentrate in depth on certain industry and
agriculture sectors where complex trade distorting measures exist to
the detriment of hoth our agriculture and industrial sectors.

Steel for example is a special sector. There are approximately 775
million net tons of steel capacity in the world today. This capacity
must increase to at least 1.2 billion tons by 1985 to satisfy the most
conservative projections of world steel demand. This means that the
industrial economies must spend between $285 and $325 billion to put
‘those steel facilities in place. However. the steel industries of the
-world arenot producing that kind of cash flow.



30

What is going to happen in other countries is that governments will
be providing investment capital for their steel industries. And as the
chairman has mentioned, industrial jobs are important. Steel jobs are
among the highest paying jobs in every industrial economy in the
world. When governments put that much capital in those steel facili-
ties, they will operate those facilities for social reasons when their
GNP’s are in a downturn. How they do that, if there is not enough
demand for steel in the home economy, is to marginally price and sell
their steel products in world markets in order to maintain employ-
ment for social reasons. \

We had a long negotiation during the Kennedy round on nontariff
trade barriers and we never came to grips with the problem. It is
going to be extremely difficult for the United States and for other
overnments even to define what they construe to be nontariff trade
arviers. In the U.S. steel industry, we have no hope whatsoever that
trade negotiations will change the structure of world steel—knowing
that governments one way or another will get the stesl they need. Steel
imports into manv economies result in the seecond highest adverse
impact. on national balances of trade and payments. You probably
have noticed the U.S. data released today indicating that steof’imports
produced a marked adverse impact on the latest balance of trade fig-
ures of the United States, second only to oil. We believe other national
governments will invest in order (a) to get the stesl to keep their
economies operating; and (b) to avoid the negative impact on their
trade and payments balances of attempting to import steel—which
thev cannot get anyway when there is high world demand—as it is
generally higher priced than in their own economies.

We do not feel that in the NTB area our negotiators can conduet a
steel sector trade negotiation which will alter the structure of subsidies
or direct government ownership in the steel sectors in other countries.
We do not think that is possible. '

What we are attempting to achieve, and what we have very carefully
delineated to Ambassador Eberle and Ambassador Malmgren is a need
for a steel sector trade negotiation which comprehends all of the gov-
ernnient. policies affecting world trade flows in steel—whether govern-
ment procurement, subsidies. ownerships. or emplovment practices. It
is crucial to the American steel industry that our Government be able
to respond to the kind of steel import situation that occurred in recent
vears. Our situation is a delicate one. Today the American economy
needs steel. But in 1972, for example. we had 92 million tons of steel
shipments in the United States. We had 18 million tons of imports.
This produced a return on equity of about 5.7 percent. This kind of
return is inadequate for the production of enough cash flow to invest
in the new facilities the TTnited States peeds to satisfy the steel demand
that exists in the country tgdax._/—-)

Our international trade position in steel changes so fast we feel any
steel trade sectoral negotiation must provide a mechanism for our ne-
gotiators to assure that-untoward or unwanted trade flows in steel can
be alleviated when they are causing market disruption in the United
States. If we do not have such a mechanism. iugofar as we are con-
cerned, the trade negotiation will not be a successful one.
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We have said we believe some language compromise is possible and
we feel this ean be worked out. We do not think the special trade
negotiators’ hands should be tied to sectoral negotiations across the
board for every sector. But we do urge the Congress, both for indus-
trial sectors and for the agricultural sector, to insure that the trade
negotiations result in effective sector negotiations in each area.

We believe it is generally acknowledged that tariff cuts will have
little impact on the flow of trade in the world today. Certainly in steel
and in many other industrial products. tariff cuts are not the crucial
factor. Government policies are what affect trade flows today—govern-
ment policies which pertain to particular industry sectors and to agri-
cultural sectors. And we do not see how one can undertake successtul
negotiations in Geneva unless there is a clear mandate for sectoral
negotiations and unless the U.S. Gor crnment reaches agreement. with
its trading partners on market disruption adjustment mechanisms—
particularly in the important segtors such as chemicals. agriculture.
electrical products, rubber, steel—but simply to conduct a linear nego-
tiation of the kind that occurred in the Kennedy round, and then at-
tempt to quantify nontariff trade barriers, and then do nothing about
them, will result in negotiating failure. Accordingly, sectoral negotia-
tions are extremely important.

I wish to read one quote from an authority who was involved in the
Kennedy round. He said, “Some of the new procedures followed in
the IKennedy round also exercised a beneficial influence on the outcome
of the negotiations. The sector discussions, for example. introduced a
valuable multilateral element and enabled the participants if not to
transcend the limitations of the reciprocity principle—meaning the
so-called linear cut—at least to arrive at detailed undertakings of the
industries concerned and of the compromises possible. Tndeed. special
arrangements worked out in the chemical and steel sector discussions
helped to draw the negotiations away from the brink of complete
collapse.”—Kenneth Dam. an internationally known authority.

In closing we belicve a compromise can be reached on this iszue.
U.S. agricultural trade objectives should be satisfied. U.S. agriculture
should have access to world markets. But not at the expense of our in-
dustrial seetors, particularly these vital ones, which should be accorded
careful sectoral negotiations.

Thank vou, Mr. Chairman.

The Cratryan. Thank vou. gentlemen.

You can go ahead and compromise if you want. to.

Just speaking as one. there are a lot more jobs in agriculture than
there are in vour industries, involved in this. I do not think you have
to compromise. L-think that it is plain in the United States Senate
that the votes will be there to give yvou the same type treatment as the
House gavée vou. I would be very surprised if it is otherwise. T would
welcome the debate to see what would happen. but I am aware of the
fact that we have a lot of people working in agriculture and they are
very important and we are certainly interested in all of them. But
some of your companies or some of the members of your associations
have plants in mv State. chemical plants, or else they have got plants
manufacturing electronics or something. I do not know of a single job
that we have got for an agricultural worker who would not be willing
to give it up to go to work for one of the companies here, in one of the

v
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electronics plants or one of the chemical plants that exist in our State.
And I honestly believe that whoever wrote me this letter, one of the
chemical people, saying that you do not have to give away these jobs
in the chemical industry—and I think the same thing is true of the
steel industry—in order to move those agriculturai products is correct.
And that, I think, is what is wrong with our policy. We are giving'
away evervthing and getting nothing in return. Givitig away things
you do not have to give away; and by the time you get through, to see
what vou have got, one more lousy deal. And we were promised re-
peatedly it was not going to be that way every time you came up with
one of these trade bills. ‘

Now, I hope we are going to have some people Wwhd know how to

“negotiate for the United States with the sayne determination and
persistency that these forei;fvn governmentsencgotiate for their people.

But to me, the idea of selling out the basic industries of the country
on the theory that by doing so we are going to export a few more
bushels of corn or a few more barrels of rice is not necessary. We can
sell all of that stuff to somebody else if need be. And having heard the
witnesses for both sides, I personally am convinced that you people
in the steel industry and the electronics industry and the chemical
industry are right about this matter. And frankly, I find with great
surprise—I would be really shocked, even in the Senate, to see debate
on this issue. As I understand it, you are perfectly willing to let them
negotiate agricultural produets for industrial products: but you think
first they ought to see if they can make a better deal than that. That
is basically what we are talking about. '

Now what about the steel industry ?

« To do what we expect in the steel industry in the next 10 years is
going to require some very major investments in plant and equipment,
and that in order to make those huge investments, a fellow has to have
some feeling of security, that he might be able to make his money back,
to make the thing pay off. And if these trade negotiations are going
to make it such that it is a very, very risky investinent. they will be
reluctant to make those investments to provide the new jobs in the
steel industry.

Is that correct ?

Mr. Corrins. Well, Mr. Chairman, the money will not. be there for
the steel industry to make the investment, the kind of investment that
will be required in steel during the next 10 years.

The CuamrMaN. Now, we do not have one steel mill in Louisiana..
We always live in hopes that someoie. will figure out a way someday,
but as a practical matter; I for-one am not convinced at g1l that: we
have to liquidate the U.S. steel industry in order to sell them agricul-
tural products. Now, theoretically that' might benefit Louisiana, but
in the long run it will not because the jobs we will be losing in chemi-
cals and the jobs we will be losing in electronics and others, it would
seem to me would make us big losers.

Mr. Corrins, Mr. Chairman, I think it works both. ways. If you
injure the domestic steel industry to get access for agricultural prod-
ucts, there will not be enough steel to provide the tractors and the
bailing: wire and all the steel produets the agriculture industry needs
to produce the agricultural products. ' '
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The Cramyaxn. I think théy are going to find an answer to that.
The Russians are making some very fine tractors these days, so they
can find some answers for you in that area, but I do not know what
we are going to put your steelworkers to work doing after their
industries are gone. I mean, apparently we are going to expand into
service areas. I guess you heard my su%‘gestions about where some of
those jobs will be, but I cannot see where we would gain what we
lose by providing for the liquidation of some of our central basic
industries when in my judgment that is not necessary. ’

Now. if it is necessary and they can convince us, then of course I
might take a different view on it, but I dv not see why you have to
compromise with anyone about that Karth amendment. It seems to
me it is right. ' '

Senator Bexnerr. Mr. Chairman?

The Cramman. Yes.

Senator BeNNETTE. I just want to make one comment. The discus-
sion today has centered around agriculture as the villain that is going
to trade off all of these jobs in the other industries. I can see a situa-
tion in which the electrical manufacturing industry may be traded off
against steel, or steel may be traded off against the electrical manu-
facturing industry. So we are not talking the question of agriculture
versus the rest of the U.S. economy. We are talking about the ques-
tion of whether the trade representatives can be free if necessary to
trade off electrical units against steel, or steel against electrical units.

Mr. Kexyepy. Could I respond to that, Senator? -

Senator BENNETT. Yes. .

Mr. Kennepy. I think yvou are right. There is a question of in the
end., may there not have to be-cross sectoral concessions. In the end
there probably will or may have to be some, and they may involve
agricultural labor and they may not. I do not think anybody can
predict the course of the negotiations.

What strikes us as extremely critical in terms of the U.S. approach
to negotiations is to recognize that our problem, as my colleague has
pointed out, is very different from what it was in the Kennedy round
and earlier. It is not a matter of cutting tariff rates and then taking
some weighting of the cuts on one side and balancing them against
the other. Those are not in most—well, I will not speak for most
sectors. but in many sectors that is not the problem anymore. The
problem is all these government interventions that distort the flow
of international trade, and are we going to have ground rules that
give U.8. industry a fair crack both ways, a' fair crack at export
markets where they have the capability to serve them, and & fair crack
in their own home market in terms of being protected not against
competition but against unfair competition.

"~ \nd as we see it, the major thrust of these negotiations ought to he
to hegin, it is going to be a long journey. I would not be optimistic
about quick results in the next 2 vears or something like that, to begin

to try to set up international ground rules that look toward fair com- -

petition both ways, and I think it is wrong to approach the negotia-
tions as though it were like the Kennedy round or earlier where we
are looking at tariff cuts, and we are going to balance one set of tariff
cuts against another. That is not the philosophy, it seems to us, with
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which we should enter these negntiations. The philosophy should bLe
to develop, if vou willl international codes of fair competition so that
where the United States has a comparative advantage, it can avail
itself of that, and other countries tlie saume way. .And this should be
the mnin thrust of the negotiations as we perceive the problem that
now blocks world trade. and now adversely affects U5, employment.

I do want to emphasize a number that was exchanged earlier. It is
true that U.S. trade. T guess it accounts for something approaching
6 pereent of the GNP, but if you take as a denominator not the GNI?
. but the manufacturers, it is more like 14, both ways.

Senator Bexxerr, That fieure was put into the hearing, but of
course. evervbody who has been talking today has been talking about
agriculture, which is outside of manufacturing. So it is not fair to just
take total U.S. trade and relate it to total manufacturing hecause
agriculture

Mr. Kexxeby. No: I think both numbers are relevant. I said both
munbers as having sienificance and making a point.

Now. one thine, those of us who supported the Karth amendnent
never pereeived it as an antiagriculture amendment and did not look
for any kind of confrontation or dittference here. We looked at it.as a
catling for a negotiating approsch, a negotiating philosophy, a newo-
tiating technique which we thought would be more effective in opening
up world markets to U.S. capabilities. That was at least as we per-
ceived the effect of the amendment and the reason why many of us
supported it. '

Sonator Bexxerr. You have suddenly discovered that there was this
added dimension.

Mr. Kexxepy. No. T think we were awave that some people on the
agricultural side might have some concern about this, in terms of ‘if
thev have a philosophy of the trade industry, in order to advantage
agriculture, then maybe the Karth amendment is a problem, but I do
not think that is a vational philosophy on any side of the table.

Senator BENxerr. Well, T am leaving the hearings with the under-
standing that A, there has been willingness on both sides to try and
reach an accommodation, and if possible, find language which will
satisfy both, and B, that you are—that industry as represented by the
witnesses today. are willing to leave the negotiators with sufficient,
flexibility so it.is not on a mandated- basis, it is on a permissive and
suggested .basis that he approach the whole negotiation process in
arveas of your products. You hope he approachés it first on a sector
basis, but 'you would not require him to stand and fall on the sector
basis. . .

Mr. Kenxeny., Well, it has never been—the IKarth amendment as
adopted by the House did not mandate sector bargaining. It indicated
a preference for it but it -had a number of qualifications notably, the
feasibility. If there was any question about that, T do not think there
was a veasonable question. that has been dispelled by the suggested
changes in the Janguage which are now before you. We do not think
you can tell the U1.S. negotiator to go in and negotiate in some specified
way because there ave an awful lot of other countries in that negotia-
tion who may say, thanks, but no thanks. :

-
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We do think that the Congress ought to tell the special trade repre-
sentative that one of his objectives, the principal objective is to get
equivalent product opportunities by product sector, and they ought to
t&l the special trade representative: * You come back and tell us how
vou made out against that.” We have a responsibility to account for the
trade, and we are accountable for that.

Senator BexNerr. When you say the principal account. are yeu
saying to the negotiator that he must first try this or is he free to sizo
up the sityration and move in another direction if he discovers——

Mr. Kexxeoy. T think the effect, when Congress tells the negotiator
that a principal objective of the negotiator shall be the follmving. he.
has to make a strong, good-faith effort to attain that objective, and
I think it is clear that to attain that objective in many of the sectors
that are involved here, he will be called upon as a matter of meeting:
that in good faith to negotiate by sector.

Now, he is not. mandated to do that and his only accountability is to
come back to you and give you an accounting. The Finance Committee
of the Senate and the House Ways and Means Committee will have an
oversight as to this, and the sanction of the Karth amendment and the
sanction in all of the veisions that are before you is that he must give:
you an accounting.

Mr. Corrins. Wo understand, Senator Bennett, that the trade nego-
tintor cannot negotiate in every product sector. There are thousands
of product sectors and a negotiation like that would take 20 years and
ultimately result only in confysiom. But as Mr. Kennedy has just said,.
we hope that the sense of the Copgress as expressed in the trade bill,
will make clear that this negotiation will not be a successful one unless
careful negotiations are conducted in product sectors where such nego-
tiations seem appropriate.

[ think this is the reason we would like strong sector language. A1l
these industrial representatives who have testified here today feel that
their sector is extremely important and should be accorded sectoral
negotiations, and further. that the scope of sector negotiations which
occeur will be extremely important. Not just sector negotiations in which
tarifls in one industry are balanced against tariffs in another, but one:
which also comprehends Government support practices which affect
trade in the industries involved, - ' : ’

Senator BENNETT. I think we fire aware, the committee members, are
aware of that. We have been living with that problem ¢ver since we
started to work on the trade bill, pretty, well through the negotiation
on tariff negotiations. We arve into the much tougher arvea of negotia-
tion on nontariff barriers. . :

Mr. Courins. T mentioned that, Senator. because in the Kennedy
ronnd there was a steel factor trade negotiation, but it principally in-
volved the question of reciprocity in the area of tariffs and did not
address itsol(} to'these other far more important areas.

Senator BENNETT. T have no further questions.

The Cuamryax. If T may, T believe Senator Hartke is acting chair-
nman. [ have been enlled to another meeting.

Senator Hartkp [presiding]. Under the Karth amendiment, the-
terminology used. “to the extent feasible.” Now, to the extent feasible-
is a defintte limitation upon complete requirement of sector negotia-
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tion and cross sector negotiation certainly was never prohibited nor
intended to be prohibited by that amendment. But the point still
remains. that in regard to the question of agriculture. it should not be
allowed to dominate the negotiations. And T say this knowing that
Tndinna is n big agricultural State. Fach of these three industries
vepresented herve ave also big in Indiana. GI has facilities in Indiana.
The steel industry is well represented along with chemieals.

I ean show you factories which make cabinets, for example, for tele-
viston sets, and show you the climination of our complete transistor
radio factory systems in which GE was involved. and Magnavox, and
Waestinghouse, and Arvin, We had it, and now they have gone abroad.
The fact is that in the Kuropean economic communities in which they
have attempted to eliminate some of the restrictions on trade, they
have always had a diflicult problem on the agricultural poliey, and the
common agricultural poliey of the Common Market today is still one
of their hig stumbling blocks in the negotiations and they have stated
that this is a non-negotinble item, ‘

They are not so sanetimonious as to come forward and say we are
willing to negotiate on it. T do not know of any indication that it is
going to be negotiable. They just signed an agrecment between the
United States and the Furopean Keonomic Community in the Inst few
months. Tthink the trade negotiators were instructed to deal with tariftf
barrier eliminations: to compensate the United States for the inclusion
of Denmark and Treland and the United Kingdom into the Common
Market. and the benefits of the agreement went specifically. almost
totally to the agrienltural sector.

You are going to have to negotiate bit by bit. item by item, and try
to do the best you can to try to determine what the overall economie
effects are going to be, not only upon us, but upon the other nations of
the world. the underdeveloped nations. the industrinlized nations, and
that is what we are trving to do here in writing a trade bill.

But T see_no reason to go ahead and just arbitrarily put ourselves in
a position where we are in a straitjacket.

T have a great deal of faith in all of our negotintors but T will say
this. T alwavs find out that the negotiators we have had in the past have
always ended up with the multinational corporations after they left
their negotinting positions. That fact. makes me very suspect, and I
think that vou are right to be suspect.

Senator Curtis. ' ,

Senator Crrris. Mr. Kennedy, do you vegard the ennedy round as
a suceessful one? )

Mr. Kexneov. Tt had obviously some successes. and T think it is fair
to say that its overall effect was favorable. But in a number of sectors
I think the feeling at least of some people who were involved in that—
T was not—in reporting their opinion, is that more could be done in

- getting reciproeity or competitive equivalents in some critical sectors
of the U.S. economy. Tt is a question of degree. Is the glass of water
half full or half empty? I think they had some successes and some
failuves, sir. ‘ ‘

Senator Curtis. What is your opinion, Mr. Collins? :

My, Corrans, Tt is hard to tell, Senator Curtis. how much world
trade would have ineroased with or without the Kennedy round. T
believe world trade will continue to increase with or without a trade

N\
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negotiation of the kind that is currently beire contemplated. T think
on balance the Kennedy round was a successful vegotiation. broadly.
for the world. T am not so sure it was for the United States beeanse
the negotiation did net get into basie trade-distorting practices. which
we were later so conetrned with, The Kennedy round. for example. did
not incorporate any adjustments for ways in which nations are able
to rebate value-ndded taxes for exports.

Senator Curtis. Now, in that connection, would you read that state-
ment that von read a bit ago from Mr. Dam T believe was his name.

Mr. Coruins. Read-it agrin, sirf

Senator Curtis. Yes.

Mr. Courins. “Some of the new procedures followed in the Kennedy
round also exercised a beneficial influence on the outcome of the nego-
tiations. The sector discussions. for example, introduced a valuable
multilateral element and enabled the participants if not to transcend
the limitations of the reciprocity principle, at least to arrive at detailed
undertakings of the industries concerned, and of the compromises
possible. Indeed, special arrangements worked out in the chemical
and steel sector discussions helped to draw the negotiations away from
the brink of complete collapse.” :

Senator Corris. Who is Mr.Dam?

Mr. Coruins He is a trade policy expert.

Mr. Kennepy. He is an economist,’ T believe. an economist and
lawyer of the University of Chicago. He was a close aide of Secretary
Schultz on the White House economic staff, and I think is widely
recognized. There are two books on the subject, one by Mr. Dam,
one by Mr. Jackson, who was Mr. Wolf’s predecessor, Mr. Eberly’s
g}?nefri'a}acounsel, and Dam was one of the outstanding authorities in
the field.

Senator Cuorris. T am a little disappointed at the tenor of the dis-
cussion here today, not so much on the part of the witnesses. but I
know of no one in agriculture that is asking that industrial jobs be
traded off. T just do not think that is true at all.

Mr. Collins, agriculture is a pretty good customer of the iron and
steel industry, is it not?

Mr. Corrins. Yes. sir, it is.

Senator Cortis. And when vou consider not only the things T men-

tioned a bit ago such as tractors and ploughs and cornpickers. and
corn-picker-shellers. and fence and all of that sort of thing, agriculture
is a verv big user of our transportation industry.

Mr. Corrins. That is right.

Senator Curtis. Which still runs on steel rails. And it is exceed-
inglv important.

Now. what was the origin of the Karth amendment? Where did it
come from? N

Mr. Corrins. T think intense concern on the part of certain industry
sectors that unless there is a mandate to the special trade negotiator
to conduet industry sector trade negotiations. that their particular
sector would receive no benefit whatsoever from the trade negotiations,

.and would indeed be harmed. I think the steel industry feels this

way. Senator Curtis. .
Senator Curris. But where did it come from?
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Did Mr. Karth just grab it out of air? What groups got together
and presented the Karth amendment because it was not in the orig-
inal proposal sent to Congress. : '

Mr. Kennepy. Could I speak to that, Senator?

Senator Curtis. Yes.

Mr. Kex~yepy. T eannot count the number of associations that testi-
fied before the House Ways and Means Committee, but at least two,
the two T am representing here today, the National Electrical Manu-
facturers Association and the Electronic Industry Association advo-
cated a sectoral approach’in their testimony . and I think several others

did, - . .

I might say after the Karth amendment was enacted. the National
Association of Manufacturers, which has an umbrella vole in terms of
tho variens industry assoeiations, teok a poll and found the vote in

favor aws 11 to 3. Some of us wrote—these are all part of the public

record--letters to members of the committee. to all members of the
committee recommending the adoption of such an amendment, and so
on.

Senator Curris. Well, now, what industries took part? They have
a perfeet right to, but T just want to know what industries took part
in formulating the Karth amendment ?

Mr. Corrixs. We supported sectoral negotiations, but as to the actual
langunge of the IKarth amendment we did not take part in that,
Senator. '

Mr. Kexxeoy. I think it is fair to say that the leading role was taken
by the Electrical Manufacturers,.the Electronics Manufacturers, other
industry groups were involved in it, but the leading role was taken
by the electrical and electronic manufacturers. But as you know

Senator Curmis. And I think this is perfeetly all right, but T am
just trving to find out, and vou did have some negotiations among
these groups.

- Mr. Kexnepy, Oh, ves. ves.

Senator Curtis. Now at any point was agriculture asked in on those
proceedings?

Mr. KeNNeny. No. they were not, so far as I know. Senator. These
were all, these recommendations were all made on the public record.

Senator Curtis. I understand that. but these things do not happen
accidertally. and I think that agriculture has gone wav bevond their
share in compromising. T would have brought to mv office compromise
- language that agriculture was asked to agree to. Thev would give a
little bit, but never quite enough. and what thev came to my office
and satd they would aevee to. I looked at it and T said. well. this is
something vou rejected before, and they said “ves.”™ We are. in the
intevests of the program. we are going to do that, They contended for
a long time arainst the word “in conivnction with the elimination of
i;ldustrial trade barriers,” and asked that it be integrated. They waived
that. .

I think instead of agriculture being picfured as the villain here, that
they are the ones that have been left out of the negotiations. The Karth
amendment affects our whole economy. whether it is good or bad.
Agriculture was left out of it. the negotiations in reference to it. and
I think they have gone way more than half-way in compromising here,

’
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and I am sure that when they agreed to this yvesterday they thought
that that was a bona fide offer. —

"So. if this legislation fails. T do not think anyone has a just right to
point their finger at agriculture as being the obstructionists.

Today one of the witnesses pointed out that a $5 billion net surplus is
something that would be alluring for negotiators to give away. Well,
it is not quite as big as $20 billion with a net of 310 billion. .

Mr. Kexxepy., Well, sir. T do not think that was a line in the testi-
mony either in divect or in colloguy on any of us that fonnd any fault
" with agrienlture here. I think vou will recognize that. T vepeat what 1
said earlier. that to have a sertous continuing ditfference between agri-
culture and industry is very bad for the bill and very bad for our
posture in the negotiations.

Senator Cunrris, That is why T am suggesting that you onght to go
as far as agriculture. which T think they have gone way bevond half
way. even though the item was put in the bill that they were never
asked or consnlted at all. and they arve the biggest exporters, and for
most of vou. they are your biggest customers.

T do not believe they have been treated right. T do not think it is
intentional. T do not think there is any conspiracy. but here we are
talking about an industry that is made up of great numbers of indi-
vidyals, and they cannot speak with the central authority that a single
industry or an industey group can.

Now. T know of no one who contends that the Keunedy round was
any great victory for the United States. You had sector by sector nego-
tiations there, so to give it to you now is no assurance whatever that
vour industry or anybody else’s industry will come out better off. You
can depend on the negotintors. But there are some very good minds in
the field of agriculture that are thoroughly convinced that the sector
by sector approach in the Kennedy round. as carried on there, was very
damaging. .

So. T hope that you people will go as far as you can.

Mr. Conrins. May ]I respond to that, Senator Curtis?

Senator Curris. Yes. ‘ ,

Mr. Corrixs. First, the steel industry would like to see a trade bill
enneted. We think the country needs a trade hill. We think the Senate
Finance Committee has written a good trade bill. It would be a tragedy
for a trade bill to be held up by a controversy on language involving
sectoral negotintions. And I hope that a compromise can be worked out
that is satisfactory to both sides.

However, the approach in the Kennedy round. originally a linear
approach, a tariff cut approach, at first did not work. ‘Then a few non-
definitive sector negotiations occurred right at the end of the Kennedy
round. But we are talking about sectoral negotiations of an entirely
different kind, now. Senator.

Simply to cut tariffs, and attempt to quantify or define nontarift
trade barriers but be able to do nothing about them, and conduct no
meaningful sector negotiations—we believe would produce a trade
negotiation that is a total failure. '

Senator Curris. Well, T have been concerned, and I have said so on
the public record, about the nontariff barriers for 25 years, and the
people in charge of our negotiating program kept talking about tariffs,
:and they did not amount to anything. These are nontariff barriers.
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Now, it is a tough problem, and it is going to take expert negotia-
tions. It is going to take a will to protect this country to ever crack
these nontariff barriers, government tricks and requirements and in-
spections and all of that, and the point is that a sector by sector ap-

roach is no guarantee that the nontariff barriers will be sound. May-
there is & good argument for it, but it is no shortcut to think that
these nontarifl barriers will be fpursued any more vigorously than if
our negotiators have the broad field. If they have the broad field they
can put their finger on the soft spot of the people on the other side of
the table, and any narrowing that you have of the instructions of the
negotiators is detrimental. '
enator Curris. Now, we do not ask total wipeout of the Karth
amendment, but here is something put in and agriculture was not
even given the courtesy of being notified or consulted. They have gone
a long way to compromise, and I think the next move belongs to the
proponents of the Karth amendment.

Senator HARTKE. Senator Fannin?

Senator Faxniw. I think everything that has heen said today brings
out the interdependence of agriculture and industry and I think we all
* recognize that, and I am concerned that we cannot have an acceptable
compromise, and I am very pleased, Mr. Kennedy, that you indicated
that from your point of view the industry and agriculture must have
a negotiating position that they can agree upon. I trust that your opti-
mism will prevail and that you will be able to come to a satisfactory
and accoptable compromise. I think we all recognize that perhaps
agriculture does not have as many employees. fzdo not know the
answer if we consider employment related to agriculture. It would be
.different if we took the number of people that were related to actual
production, Vast numbers of people in many of the States ave mostly
emploved by industfies, but they are both so important to us that we.
must, T feel, have a bill that is fair and equitable to both the agricul-
tural community and the industrial community.

Now, we are working toward that end. Some of the problems we have
are hard to analyze. Let us look at the statement made by Mr. Adduci,
and the statement he furnished for the record:

We support the concept of sectoral hargaining which we are convinced s the
best way to obtain an access we neel to the electronics market, thitt we need to
the other electronic nations of the world.

T think this is vital becaunse if some predictions come through, if we
go through with this legislation and open our markets, that we will be
further flooded. For instance. T can recall when I was in Japan with the
congressional group and we were discussing across the table with their
business community whether or not they would cooperate with us in
changing GATT so it would be more equitable to the United States.
No; they said they liked it as it is, and they brought out that since we
do so well in agriculture, perhaps we should -be an agrarian economy-
and they would be the industrial economy. They would manufacture the-
goods and that we would just ship them food and fiber.

Well. of course, that does not work out so well when we are talking
nbout employing our people. I think that as the distinguished Senator
. from Indiana has brought out many times, that his great concern is
employment, and-this is what we must think about, and I wonder, Mr.
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.

Kennedy, taking the example of Japan that T spoke about. how will
sectoral bargaining open their markets to U'.S. manufacturers?

My, Kexxeny. Well, there are some areas where the 1Tnited Stotes
still hias n technological lead as agninst Japanese competition. T think
tn many lines of heavy cleetrieal equipment this is true. Now, this is not.
to depreeate the outstanding industrial eapability and performance of
the Japanese. They have proved that in some areas they are world
leaders, but they are not world leaders in oil ard in beavy electrieal
cquipment thev are not. They have had classieally in Japan a svsten
reallv of government administration of their import policies. and gov-
ernaent gatdanee on this, and verv often these barriers are not formal-
ized but for expmple. in many kinds of equipment yon ean only sell
the firss of a kind and technology licens»s to go with them. You cannot
de: husiress any other wav in some lines of equinment.

Now, these sart of restrictions, as we see it ave the sort of restrictions
that would be asldressed in sectornl bargainira, srd we would have
sotiie hope that if vou addreess them that wav that over » time we would
he =hle to level them. Tt is not going fo be an easy task. T would not
straest that we are going to have some major results in 1 or 2 vears,
1 think these are ooing to be difficult ard extended. complex negotia-
tions, bat T thinlz it enn be dove, and T think if the United States does
mzte the effort, it will be sacrificing its opportunities for strengthen-
ing its eceonomy, its industrial base. its emplovment. and T think it has
to make the effort. T think this is the effective way to make the effort,
to o at it sectorally, not in every sector, as my colleague says, but in

- many of them.

Senator Fanvin. Well, T know that we referred to Japan as incor-
porated. and they do not like for us, of course, to classify it on that
basis. but you stated that they certainly have a relationship with
their manufacturing concerns that does give them that position.

Mr., Kexxeoy. T must say I do not really think—I do not like to
think about any one country because we are just talking of one exam-
ple. The Japanese have been good customers of the U.S. industry
In_many areas, as vou know, sir.

Senator Fax~xin. Oh, T realize that, and I also know that we have
been trading with them and giving them many benefits that-we have
not received in return, and so I also realize how difficult it has been
to get them to cooperate with us in GATT or in any other way in
solving some of these problems.

T am vitally concerned about it and I wonder about when you speak
of the 50,000 jobs that we have now as a result of our exports, elec-
tronic equipment——

Mr. Kexxeoy. No, no: this is just one company. This is just General

,;Eloot41-ic Co. .

Senator FanNiN. Yes: the General Electric Co. T understand that
25.000—vou spoke of the-—

Mr. Kexvepy. 25.000 supporting.

Senator Fanniv, Yes.

Now. how will those be supported by this legislation ¢

Mr. KexNepy. As we see it, and of course, you cannot quantify
this very precisely. obviously. As we see it. there are still a number
of areas in U.S. industry where the United States has a technological
lead. We find that in some of those areas the lead is so long that we
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-are not kept out. The reason is we are so far ahead that other countries
have no choice, at least for the initial period, but to take American
exports. But what has happened in many of these industries is they
get identified as national interest industries from the point of view,
at least, of the developed countries. and vou suddenly find, well, not
suddenly, but you find this array of barriers that one way or another
keep you out. ,

And it happens that if we are effectively kept out of the world
markets in products, well, we are effectively kept out of the markets
now in developed countries in products like large electric turbines,
if this is spread into gas turbines and locomotives and steel mill drives
and the like, what vou will find is an adverse effect on U.S. employ-
ment. not just measnred by loss of exports, because some of these
industries, sir. are viable only because of the export volume. They
would be significantly less economic and less competitive and less
attractive if it were not for export volume. The motivation, for exam-
ple. to expand agricultural exports, which I fully recognize and
acknowledge. applies also as a matter of national interest to expand
exports in high technology manufacturing.

My, Corrnixs. And steel, T might add, Senator Fannin. Our situa-
tion is just the reverse. We hold little or no hope that these negotia-
tions will produce changes in the national systems of taxation or
Government ownership or subsidies that affect trade flows, but we are
very much affected. in the U.S. market by those trade flows when gov-
ernments employ them for social purposes. We are talking about half
a million steelworkers who support another 214 million people down-
stream. We think that employment is extremely important.

Senator Faxxin. T just wondered what are vour thouchts as far as
the effect_that this trade bill will have on the steel indust v,

Mr. Corrine, Well, if we are able to obtain a meaningful steel sector
trade negotiation including the development of safeanards that can
be emploved by national governments-—not just the U.S. Government
but by other governments as well, when steel trade has a disruptive
effect on a national industry. we think that will lie a sten forward.

As T said, we arve less concerned with the strueture of tariffs than we
are with the incursion into another economy by a steel industry with
exce~< steel eapacity to dump whatever the tarift barriers.

Senator Faxyiv. Mr. Collins, you do not feel that this is going to
assist von greatlv as far as exports are eoncerped?

Mr. Corrins. The export market is hard to forecast. Tt depends
upon the growth of demand for steel in the world. We expect steel
demand to almost donble in the next 10 vears. Tt also depends upen
how fast national governments and private steel industries ean put
steel capacity into place. Tt depends upon national GNP cveles and
their effect on steel capacity utilization. When GNP cyeles are down
and there is unutilized capacity in other countries we can sell little
steel in other markets, We can only sell any significant quantity of
steel in foreign markets when there is a high world demand for steel
and there is a shortage of steel in other national economies.

Our international competitors have great flexibility in trade mat-
ters. IFor example. it is not generally known that the EC countries
met with Japanese steel producers in Taokvo and established the limi-
tations on Japanese steel exports to ISC countries. These were care-

-
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fully maintained export limitations with no court challenges as to the
legality of the arrangement of the kind which occurred relative to the
voluntary arrangemsents negotiated by the U.S. Department of State
with EC and Japanese steefproducers. These are the kinds of actions
our trading partners can undertake when they believe them to be
necessary. The U.S. Government will not be able to accomplish such
measures when necessary without an effective trade bill and without
effective trade negotiations.

We believe effective trade negotiations must involve a comprehen-
sive steel sector negotiation in which all of these issues are squarely
faced and in which the rules for adjustment to market disruption are-
established, and in which safeguard mechanisms, if not employed im-
mediately, at least are agreed to. :

Senator Faxxin. Mr. Kennedy. one observation that T would like to-
make. T have worked for years trving to assist industry in being able
to compete to a greater extent in the foreign markets. and it has been
very difficult to get legislation approved or even to get the regulations.
in force that we have, the countervailing duly and antidumping stat-
utes for example. '

Do you feel that as we go through these trade negotiations that as
the work proceeds. that perhaps we will be in a better position as far
as earrving out the desives in this regard. of protecting our industries?

Mr. Kexneny. Well, T think your bill has some excellent features
in strengthening the antidumping and the countervailing duties fea-
tures of present U.S. law. I think your clarification and expansion of’
the retaliatory authority is a very sound thing.

I believe that in total you are working on a very well-conceived and
good piece of legislator. One side of it is just this matter of dealing
with unfair import competition, and I think the evolution of it, as
‘T understand it on countervailing duties and antidumping and retalia-
torv authority is very much to be commended.

Senator Fax~iy. Well, T will just end by saying that my great con-
cern has been. as far as this legislation is concerned. will it cost us jobs.
or will it help us produce additional jobs. That is the great question
in my mind. .
Mr. Kexxeny. Well, the bill, T think. offers, just taking the precise:
issue posed earlier, the issue of unfair competition, the bill offers. I
think, opportunities to protect U.S. employment by strengthening the
rules against unfair competition.

Tt also offers—we have strongly supported the bill right along, and
I think nearly all of industry has. Tt also offers the opportunity to:
expand export markets for U.S. industry. and I think this country
needs a strong agricultural base, and it needs a strong manufacturing’
base. It needs both, It woula be a disastrous thing if either were seri-
ously weakened.

Senator Fax~ix, Well. T wholeheartedly agree with you. Tt is what
we need. And T just hope that vou are correct in your assessment of
what can be done by the legislation involved.

Thank you.

Mr. Corring. We support that view. teo, Senator. ' .

Senator Fax~in, Thank you very much, .

Thank vou, Mr, Chairman.
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Senator Hartke. In 1062 when we sponsored a trade act, which
I was the sponsor of, it did not require sector negotiations. Sector
negotiations were an organizing plan to bring some type of order out .
of a chaotic situation which developed in the Kennedy round of
negotiations. ' :

The Kennedy round negotiations did not collapse because there was
an attempt made at sector negotiations. The exact opposite is true.
They may very well have collapsed because of the lack of sector-typo
negotiation positions. C

‘The Kennedy round was, for all intents and purposes, nothing but a
pmragnnda victory. Until the last 30 days, nothing had been accom-
plished. They ended up with an agreement which did not deal with
nontariff barriers. ' '

Then they decided to go ahead and deal with tariff barriers, and so
they eliminated the tarifl barriers on items which had very little sig-
nificance. If you make an objective report on the Kennedy round, 1t
did not fulfill the objectives of the legislation, and that is one good
reason, having once been burned, that I am very hesitant thout these
trade negotiations without having a clear understanding of what our
objectives are.

In the Treaty of Rome, in section 89 and section 110, they deal with
the question of world food shortage, and the European Economic Com-
munty has made a very specific designation as to where agriculture
fits into that program. o ‘

Now, not taking cognizance of that would be sheer nonsense on the -
part of this committee. For Senator Curtis to say that agriculture has
gone & long way in dealing with this problem is a tempest in a teapot.
That is not the issue at all.

Senator FaNNiIN, I want the record to show I do not agree with you,
but that is all right. ' ‘ _
Senator HarTke. On July 19, 1973, the bdackground information
from the European Economic Community information service out of
New York, on page 13, makes this specific statement, and that is item

2, in regard to agricultural policy : ‘

For political, economic and soclal reasons, the Agricultural Sector in all coun-
tries Is especially characterized by this general resistance of support polictes. The
common agrlcultural policy corresponds to special conditions of agriculture within
the community. Its principles and mechanisms should not be called into guestion,
and therefore o not constitute a matter for negotiations.

“That is the situation. If their agricultural sector is not a negotiable
item in these trade negotiations, then I think it is important for us to
recognize that what we are saying on our side is that we will have to
have some weapon to deal with that problem.

I want to read another statement to which T think Mr. Kennedy
would not necessarily agree because I have my own philosephy on
these trade negotiations. Another quote :

Item 4. The conditions for the expansion of trade would be more favorable if
the stability of the world markets were better assured. ) .

I agree with the statement. The best way of achieving the objective
would be to organize orderly world markets by the means of agpro-
priate international agreementg I do not think that this is probable
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within the framework of the trade bill which I think we are going
to adopt, because it all is dependent upon this wornout theory of the
1930’s of how you negotiate these agreements. _ )

You are in a different world. You talk about the steel industry; Jim.
Quite honestly; there is a softening of steel demand at the moment.

Mr. Corrins, That is possible, Senator. o

Senator HARTKE. If there is a softening of steel demand at this time,
then some of the problems to which you referred are not necessarily

oing to be true. But where are you going to get that additional
265 billion you are talking about? You are going to invest it# United
States Steel is investing down there in Venezuela and Argentina.
Too much is going abrond—our manufacturing capabilities, our jobs,
and so forth. -

And vou talk about nationalization. As you well know. it was United
States Steel that laid the plans for the plant in Iran, and then we had
this policy of limiting how much we could invest in overseas produe-
tion. The Russians, as T recall, had access to those plants, or at least.
the materials, and they have built their own facility which is com-
peting with us. C

I am not opposed to expanding world markets. but T do think there
ought to be some commonsense' in this regard. We are the most com-
petitive nation in the world, and 1 repeat what I have said time and
time again, that if any nation wants to compete with the United States
in a completely open and free competitive trade zone, I will be the
chief advocate. Because we are so competitive, we can do all right
against any other nation' of the world on even terms. "

Our problem is, how do you deal with unfair advantages of others.

Mr. CorLins. Senator Hartke, this Nation needs another 25 to 35
million tons of steel. We-are advised that there is a requirement for
$500 billion to achieve the goals of Project Independence. We do not
know how much steel is involved in that, but it could be another 10
or 20 million tons. ‘

The U.S. industry has announced 17.3 million tons of expansion
so far. all in the United States. for the U.S. market. Senator.

Senator Harrkn., Good. Just keep on expanding it in Indiana.

Al right. Senator Fannin. do vou have anv more comments?

Senator Faxxiy. Mr. Chairman, T think we are verv nroud of our |
industries. and you certainly have given praise to our abilities to com-
pete. We do have the areatest agricultural industrv in the world, and
T know that we have had problems in our industries as far as steel is
concerned because we have been assisting other countries in the world.
and then, of course. we have had investments that the Senator speaks
about. Many times those were verv beneficial to this country because:
the terms here were of great magnitude. ~

So T think in the overall that the industries have done a magnificent
job. 1. too. have been vitally concerned about some of our industries
going offshore to ship back into the United States. but T also know
that, as far as multinational corporations are concerned. there have
been tremendous advantages to this country in terms of billions of
dollars returned each year, and making it possible for us to have a
favorable balance of payments at times. Right now. of course. we are
in a position where the petroleum imports made it almost impractical
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for us to have a favorable balance of trade with the quadrupling of
the prices, but I still feel that we will get that problem worked out
and then we will again hope that we can have a favorable balance of
trade.

We are dependent upon both the industrial community of our Na-
tion, including the agricultural community along with it. So I just
hope we can work together to overcome some of these problems that
the Senator from Indiana spoke about.

I agree with him on some of his statements, and wholeheartedly
disagree with him on others, but the main part, I think the factor that
we are all involved with, is that, as indicated here today, we must
work together. Agriculture and the industrial community must work
together and work out the compromise that will be acceptable, and I
just wish you well in that regard.

Senator HarTKE. I do not think this is a fight between agriculture
and industry. I think this is Mr. Butz,coming on in here and wanting

‘to make a name for himself, and I think that he made a name for him-
self, of which I am not especially proud, and that is all I can say
about it. . .

This committee will stand in recess until 2:30 today when the
Czechoslovikian most-favored-nation issue will be discussed. We will
have other people of equally distinguished character testify.

[ Whereupon, at 12:52 p.m., the committee recessed, to reconvene at
2:30 p.m. the same day.]
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