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 TRADE AGREEMENTS ACT EXTENSION

FRIDAY, JUNX 20, 1958

Un1rep STATES SENATE,
CommirrER ON FINANCE .
o Washington, D. C. -

The committee met, pursuant to call, at 10:10 a. m., in room 312,
Sgglr}ate Office Building, Senator Harry Flood Byrd (cimirman) pre-
giding, . : ‘

"Present: Senators Byrd (chairman), Kerr, Frear, Long, Anderson,
Douglas, Williams, Flanders, Malone, Carlson, and Bennett,

Also present: Elizabeth B, Springer, chief clerk,

Stanley D. Metzger, Department of State..... ‘

The CHairMAN. The m,eatfﬁ'ge\;ill come t0 or: - .

The committee bas,dnder consideration H. R. 12501, extension
of the reciprocal trgde program. I submit for the record a copy of
the bill as well as & brief analysis of thé'ﬁmngions therein.,

(The analysis gnd bill follo e N

! .
of t,he%residw tt0 entér into trade s,
0, 1068 (sec.Z).

%

-

General authory Jy.—«-Authori
is extended fromyJune 30, 1958 to June .
Tariff reductipns.—Auth gity is_granted. te- ée tariffs (i) reduction of
rates existing oh July 1, 1958 by 25-pefeeni in staies of not Moré than 10 peycent
_in any 12-month periozi; (ii) reductio reentage points (ar its equivalent)
as an alternative to (i) with no mo an ¥ percentage/point teduction iniany
12-month é)er od; (iii) alpernatively edyction to 5Q gercent_ad valorem if no
ée%s tl(ngx;) ahnual stagds, eich limited, to pge-third f the totalireduction
a, . . X N “ Eanc .
ariff incrdases.—Authorizatio inere t to a rate of 50 per¢ent
above the ratd existing onjJuly 1, 1 (instea /bf rcent above the Januagy 1,
1945 rate, as ih the preseAt act) (sec)\3 (¢)). A ,
Eaca{w-claus procedure.+—The preseny; escapb-cla proce‘ﬁm:e\is retained /with
- the following fodifications. ii the procedure:-(a) Escape-clause investl
and reports are {o be completed bg the 1 Commijssion in ¢, fmonths (hstead
of the present 9 Wonthg) &ec.rﬁ (b));(8) subpena pgwers grafited to thy Tarift
Comimigsion in essape-clause pr ings (sec.\9 (a)g, g y-free iterps bound
in trade agrements xpay be tmnx%xggﬁ;fﬂthe utiable, list and rates iptposed up
to 50 percent ad valorem (ses. 8 (c)); rgapization of group;:iégyloyees are

anted authority to an a})pl oation for escape-clause proceedings (sec. 8 (a))
¢) a Presidential disapproval of a Tarif Commission recomm tion may be
overridden by the adoptiofrvqfha concurrent resolution by a.two-thirds vote of
both houses,  Such a resolutiotr-would be a privileged m in order to expedite
congressional consideration (866, 7). ™ i oreompens=™™"
eril-point procedure~~The present peril-point authority is amended by
(a) making an escape-clause investi%ation automatic whenever the Tarif Com-
mission finds in a peril-point report that an increase in duty over exisiing levels
is necessary to prevent injury (sec. 4 (b)); (b) ¥eril-point investigations and
reports are to be completed in 6 months (instead of the present 4) (ssc. 4 (a)),

" National security amendment.—(a) The nationsl security amendment is amended
to specify certain of the factors which are to guide the QDM in considering whether
iniports are threptening to impair the national security (sec. 8 (¢)); (b)) ODM is
to ‘ou$ an investigation' upon application of an interested party or upon the
motion of the head of any agm of Government, ineluding the Director of the
ODM (sec. 8 (b)); (¢} the investigatory procedure of ODM is altered to provide

i
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for a single investigation (seo. 8 (h)); (d) A roport muost be published on the
digposition of each investigation (see. & {&)); (¢) ODM is to issue procedural
regulations for the vonduot of such investigations (seo, 8 (1)),

Annual report.—~Included in the annuval repors on the operaticns of the trade
agrecments is to be a statoment on progress made in removing restrictions
maintained against Unitod Btatos exporis by other countvies (woe. 3 (d)),

Negotiation procedure~1It 1s the senso of the Congross thet during the negotiae
tions of a trade agreemoent, the President is to seek information snd adviee from
roprosentatives of Amarican industry, sgriculture, and labor (seo. 3 (1)),

GATT —nactmont of this iegisla.ﬁon doos not indicate approval or disapproval
of the GAT'T (see, 10).

Pt

[£, R. 12001, R5th Cony., 2d ness.}

AN AOT o extend {he authority of tho President to enter into trude sgreomonts under scotion 860 of the
Taril Aot of 1630, ns smnonded, and for other purposes

Be it enacied by the Senate and House of Representatives of the United States of
America in Congress agsembled, ‘That this Act may be oited as the “Irade Agree-
ments Mxtension Aot of 1958”7,

8uc. 2. The period ducing which the President is authorized to enter into foreign
trade agreements under seotion 350 of the Tarift Act of 1930, ay amended (19
U. 8. C,, asec. 1361), is hereby extended from the close of June 30, 1058, until
the olose of June 30, 1963,

Bre. 3. () Subsection (a) of soction 350 of the Tariff Aot of 1930, as amended
(19 U. 8. C,, sec. 1381 (n)), is amended as follows:

(1) Paragraph (2) (A) Is amended by striking out “January 1, 1845” and by
inserting in leu thercof “July 1, 1934”.

(2) Pa agraph (2) (D) is amended by inserting “and hefore July 1, 1988,”
after “June 12, 1955,”. ‘

{8) The last sentence of pewugmpb {2) (D) (1) Is amended by striking out
“gpetion 402 of this Act (as in effcet” and inserting in lieu thereof “section 402 or
402 of this Act (as in effect, with respect to the article coneerned,”. ,

(4) Paragraph (2) is amended by adding ot the end thereof the following new
subparagraph:

“(E) In order to onrry out o foreign trade agreement entercd into by the
President on or after July 1, 1958, docreasing any rate of duty below the
lowest of the rates provided for in pursgraph (4) (A) of this subseotion.”

(5) Paragraph (3) (A{ is amended (A) by striking out “of subparagraphs (B)
and (C) of this paragraph,” and by inserting in leu thereof “of subparagraphs
{B) and (C) of this paragraph and of subparagraph (I3) of paragraph (4) of this
subsgection,”, and (Fﬂg hy striking out “suspension under paragraph (4" and by
inserting in fiew thereof “suspension under paragraph (5)”.

(6) Paragraph (3) (D) i axended by striking out “paragraph (2) (C) or (D)’
and}gg'r’ ingerting in lica thereof *parsgraph (2) (€) or (D) or paragraph (4) (A)
or ()",

" {7) Paragraphs (4) and (5) sre renumbered as paragraphs (5) and (6), respeoc~
vely.

(5"3)y Subsection (&) is amended by inserting after paragraph (3) the following
new pars ra}zlh:

) (z%) o proclamation pursuant to paragraph (1) (B) of this subsection
shall be made, in order to carry out a foreign trade sgreement entered into by the
President on or after July 1, 1958, decreasing any rate of duty below the lowest
of the following rates: .

“@) The rate which would result from deereasing the rate existing on
July 1, 1958, by 25 per centum of such rate. )

‘(i) Bubject to };?mgmph (2) (B) of this subsection, the rate 2 per centum
ad valorem below the rate existing on July 1, 1958

“(il) The rate 50 per centum ad valorem or, in the case of any article
subject t0 & specific rate of duty or to & combination of rates including a
spec¢ific rate, any rate (or combination of rates), however stated, the ad
v:]lorem equivalent of which has been determined as 50 per centum ad
valorem, : . :

The provisions of clauses (if) and (iif) of this subparagrapb and of subparagraph
(B) (ii) of this paragraph ehall, in the case of any article subjeot to & combination
.of ad valorem rates of duty, apply to the aggregate of such rates; and, in the case
of any article subjeot to a specific rate of duty or to a combinatien of rates including
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a Bpecific rate, such provisions shall apply on the basis of the ad valerem squivalent
of such rate or rates, during a representative period (whether or not such period
includes July 1, 1058 s determined in the same manner as the ad valorem equivas
lont of rates not stated wholly in ad valorem terms is determined for the purpose
of gmmgmph (2) (1) (i) of this subseotion.

(1) () In the cane of any decrease in duty to which elause (i) of subparagrapl
(A) of thiy psragraph applies, such deerease shall become Initially effective in not
more than five annual steges, and no amount of decrease becoming initially
effective at one time shall exceed 10 per centum of the rate of duty existing on
July 1, 1988, or, in any oase in which the rate hes been incressed since that date,
exceed such 10 por contum or one-third of the total amount of the deerease under
tho foreign trade agreement, whichever is the greater.

¢ EH) In the eage of any decrease in duty to which clause (ii) of subémmgmph (A)
of this pacagraph applies, such decrease shall become initislly effective in not
more than five annual stages, and no amount of decrease becoming Initially
effective at one time shell exceed 1 per centum ad valorem or, in any cave in
which the rato has been increased since July 1, 1958, execed such 1 per centum or
ene-third of tho total amount of the decrease undor the foreign trade agreement,

whichever is the greater. ‘
© ‘(i) In the ease of any deorease in duty to which clause (ifi) of subparagraph
(A) of this paragraph applios, such decrease shall become initially effective in not
more than five annual steges, and no amount of decrease becoming initially
effective at one time ghall exceed one-third of the total amount of the decresse
under the foreign trade agreement.

“(C) In tho case of any decroase fu duty to which subparagraph (A) of this
paragraph applies, no {mr of a decrease after the first part shall bocome initially
effective (1) until the immediately previous part shall have been in effect for n
period or perlods nggregating not less than one year, nor (ii) after the first part
shall have been in effect for a period or periods ngfgregmmg more than four years,
If any part of a deereage has become cffeetive, then any time theveafter during
which such part of the docresse is not in effeet by rensen of legislation of the
United Btates or action therounder shall be excluded in determining when the
four-year period exgﬁm@."

(h) Subsection (b) of section 350 of the Tariff Act of 1930, us amended (19
U. 8. C., see, 1351 (b)), is amended (1) by striking out “exclusive” in the first
sentence, and (2) by amending paragraph (y2) to read as follows: -

“(2) In order to carry out a foreign trade agreement entered into by the
President on or after June 12, 1955, below the applieable alternative specified
in subsection (n; (2) (C) or S[S) or (4) (A) ésubjuc to the :(;Jp licable provisions
of subsection (a) (3) (B), (O), and (D) and (4) (B) and ( )5’, ench such alter-
native to be read for the purposcs of this &amgmph a8 relating to the rate of
duty as)p}ioable to products of Cuba. ith respect to products of Cuba
the limitation of subsection ga) (2) (D) (i) or (9 (A) {iiig)umy be exoveded

" to such extent as may be required to maintain an ahsolute margin of preforence
to which such products are entitied * .

(0) Paragraph (2? A) of subsection §o) of section 350 of the Tarill Act of 1930,
as amended (19 U. 8. C., sec. 1351 (c) (2) (A)), is amended by striking out
“ ‘oxisting on January 1, 1945’ and ‘existing on January 1, 1956’ ”’ ‘and by insert«
ing In lieu thereof * ‘existing on July 1, 1934, ‘existing on Januavy i, 1948,
‘existin}g on January 1, 1958, and ‘existing on July 1, 1058’ ”,

(@) ara:fraph (1) of subsection (e¢) of sectinn 350 of the Tariff Act of 1930,
as amended (18 U. 8. C,; see. 1351 (2) (1)), is amended by inserting after “ (in-
cluding the incorporation therein of escape clauses),” the following: “the resnits
of action taken to obtain removal of foreign trade restrictions ?including dis~
criminatory restrictions) against United States exports, remaining restrictions,
and the measures available o seek their removal in accordanee with the objectives
of this section,”,

{¢) Section 350 of the Tariff Act of 1980, as amended {18 U. B. ., sec. 1351),
is amended by adding at the end thereof the following new subsection:

“(f) It is hereby declared to be the sense of the Congress that the President,
during the course of negotiating any foreign trade agreement under this section,
should seek Information and adviee with resgmot to such agreement from repre-
sentatives of industry, agrioulture, and labor,” , )

8nc. 4. (8) The third sentence of subsection (a) of seetion 3 of the Trade
Agreements Extonsion Act of 1951, as amended (19 U, 8. C., sze. 1360 (), is
amended by striking out ‘120 days” and inserting in lieu thereof “six months”,
‘The last sentence of such subsection is amended by striking out “120.day” and
Inserting in liow thereof “six-month’. o



4 ' TRADE AGREEMENTS ACT EXTENSION

© (b)Y Bubscotion (b) of dcetion 8 of tho Trade Agrooments Iixtonsion Act of 1051
as amended (19 U, 8, G, sov, 1360 (b)), is amended by adding at tho ond thereo
‘the following new sentenco: ““If in the course of any such investigution the Com.
miseton shall find with respoect to any article on tho list upon which a tariff con.
cossion has boon granted that an incronse in duty or ndditional import restrietion
is required to avoid sorious injury to the domoestie industry producing ko or
dirootly competitive artleles, the Commission shall promptly institute an invest-
gotion with ms'imnt to that article pursuant to seotion 7 of this Aot.”

8uo. 8. (a) The first parn m;‘;h of subsoction (n) of section 7 of tho Trade
Agroements Extension Act of 1981, a8 amended (19 U. 8. C,, sco. 1304 (u)), is
amondod by striking out “auy interested party”” and inserting in lien thorcof “‘any
interested v}:urt% (innluding any organization or ‘grou of employaes)”’,

gl) he first paragraph of seetion 7 (a) of such Aot s amonded by steiking

oud *nins months' and insorting in leu thereof “six months',

(2) The amendmont made by paragraph (1) shall u.pplx only with respeet to
applications mado after tho date of the ennctmoent of this Act,

ic{ Seotion 7 of tho Trade Agreemonts Tixtonsion Act of 1981, as amended

10 U. 8. C,, seo. 1864), is amondod by sdding at tho ond thercof the following
new subsection:

“if) In curr_vin%out the provisions of this seetion the President may, notwith-
standing wostion 380 (a) (2) of the Tarift Aet of 1930, a4 amended, impose & duty
302 in"exceas of 80 poer contum ad valorem on any article not otherwise subjoet to

uty.

Ske. 6. Bubseotion (¢) of seotion 7 of the Trade Agreernents Kstonsion Aot of
19061, as amended (19 U. 8. ., see, 1364 (0)), is amended by inserting “(1)”
after “(0)” at the beginning thereof, and by adding at the ond thereof the following:

“S:?,) The action 8o found and reported by the Commisston to be necossary
ahall tuko effect (ns provided in the first sentonoe of parugeaph (1) or in parageaph
(3), as tha case may he)-—

“(A) {f approved by the Pregident, or

“(B) if disnpproved by the President in whole or in part, upon the adoption
by both Houses of the Congress (within the 60-day pvr!m‘i following the date
on which the report referred to in the socond sentenco of paragraph (1)
is submitted to such commitioes), by tho yens and nays by a two-thirds
vote of each House, of a concurrent resolution stating in offcet that the
Senate and House of Representatives approve the sction so found and
reported by the Commission to be necossary,

Tor the purposes of subparagraph (B), in the computation of the 60-day period

there shall be exoluded the days on which cither Houso is not in session beeause

of an adjournment of more than 3 days to o day cortain or an adjournmont of tho

Congress sina die,

“(3) In any case in which the coutingeney set forth in paragraph (2) (B)
oceurs, the President shall (within 15 days after the adoption of such iesolution)
tako such netion us may be necessary to make the adjustments, imposoe the guotus
or mako such other modifications as were found and reported by the Commission
to be nccessary.”

OSmc. 7. (a) The following subscctions of this section arc enacted by the

Jongress:

(1) As an exerciso of the rulemaking power of the Sonate and the House
of Represontatives, respectively, and as such they shall be considered as
part of the rules of each House, respectively, but np{ﬂicnbln only with respeot
to the procedure to be followed in sueh House in tho oase of resolutions (as
defined in subscetion (b)); and such rules shall supersede othor rules only to
the oxtent that they are Inconsistent therewith; and

() With full recognition of the constitutional right of cither House to
change such rules {so far as relating to tho proceduro in such House) at any
time, in the same mannor and to tho same extent as in the case of any other
rule of such House.

(b) As used in this section, the term ‘‘resolution” means ounly a coneurrent
resolution of the two Houses of Congress, the matter after the resolving clause
g’f whi&h ie as follows: “That the Senate and Iouse of Representatives approve

e action-—

(1) found and reported by the United States Tariff Commission tq be
necessary to prevent or remedy serlous injury to the respective domestic
indtxstr{, in its report to the President date , 19, on its escape-
clause Investigation numbered under the provisions of section 7 of the
'ga:g)a Agdteements Extonsion Act of 1051, as amended (19 U, 8. O., seo.

4), an :
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(2) disepproved by tho Prosident in whole or in part in hie ort
(dated ) pursuant to the sccond sontence of paragraph (1) of
gootion 7 (v) of such Act.”,

the blank spueos theroln boing appropriately filled; and does not include & cons
outrent resolution whioh specifios more than one such investigation.

(¢) A resolution with respoet to an investigation shall be veferred to the Come
mittee on Finunee of the Henato or to the Committee on Ways and Meuns of the
House of Roprosentatives by the Prosident of tho Sonate or the Spoaker of the
ffouse of Ropresontatives, as the onse may boe,

(d) (1) 1f tho committeo to which has beon referred a resolution with respect
to an investigatlon hns not roported it bofore the expiration of ten enlendar doys
aftor its intreduction (or, In tho caso of a resolution recelved from the other House,
ton calondar duys after its recoipt), it shall then (but not before) be in order to
move oither to discharge tho commities from further consideration of such
rosolution, or to disoharge tho committee from further consideration of any other
resolution with respoet to such investigntion which has boen referred to the
committee,

(2) Such motion may be made only by u porson favoring the rosolution, shalt
b highty privileged (oxcopt that it may not ho made after tho committee hay
roported a resolution with respeet to the sameo iuvcatigntion?, and debate thercon
shall bo limitod to not to exceed one hour, Lo he equally divided betweon thoso
favoring and thoso oplmnln the resolution.  No amendment to such motion
shall be in order, und it shall not be in order to move to reconsider the vote hy
which such motion is sgreed to or disagreed to,

(3{ 1f the motion to discharge is agreod to or disngreed to, such motion may
not be ronowed, nor may another motion to discharge the committee be made
with respect to any other resolution with respeet Lo the same investigation,

(e) (15 When the committeo has reported, or has beon discharged from further
vonsideration of, a resolution with respoet to an investigation it shall at any time
thereaftor be in order (oven though a previous motion to the samo effect has been
disagroeed to) to move to proceed to the consideration of such resolution, Such
motion shall bo highly privileged and shall not be debatable.  No amendment to
such motion shall be in order and it shall not bo in ordor to move to reconsider
tho vote by which such motion is agreed to or disagreed to.

(2) Debate on the resolution shall be limited to not to excoed ten hours, which
shall bo equally divided botween those favoring and those opposing the resolution,
A motion further to limit debate shall not be debatable. No amendment to, or
motion to recommit, tho resolution shall be in ovder, and it shall not be in order
to move to roconsider the vote by whieh tho resolution is agreed to or disagreed to.

() (1) All motions to postpone, made with respeet to the discharge from
commlittee, or the consideration of, a resolution with respect to an invostigation
and all motions-io proceed to the considerstion of other husiness, shall be ecided
without debato.

(2) All apponls from tho decisions of the Chair relating to the application of the
rules of the Senate or the House of Represontatives, as the cave may be, to the
procedure relating to a resolution with respect to an investigation shall be decided
without debatc,

(g) If, prior to tho passage by onc House of a resolution of that House with
respoet to an investigation, sueh House receives from the other Houso a resolution
with maf)oot. to the same investigation, then-—

( ? If no resolution of the first Ilouse with respect to such investigation
hias boen referved to cotnmitltee, no other resolution with respect to the same
investigation may be reported or (despito the provisions of subsection (d) (1))
be made tho subject of a metion o discharge.

(2) If a resolution of the first House with respect to such investigation has
been referred to committoe-—

) the procedure with respect to that or other resolutions of such
House with rea{)eot to such investigation which have beon referred to
comumittee shall be the same as if no resolution from the other House
with respoct to such investigation had boen received; but

(13) on any vote on final passage of a resolution of the first House with
respect, to such investigation the resolution from the other House with
respoct to such investigation shall be automatically substituted for the
resolution of the first House.

8o, 8. (a) Bection 2 of the Act entitled “An Act to extend the authority of the
Prasident to enter into trado agreements under scction 350 of the Tariff Act of
1930, as amended”’, approved July 1, 1954, as amended by section 7 of the Trade
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? lreements Bxtonsion Aot of 1055 (19 U. 8. C., seo, 1352a), is amonded to read as
oliows !

“Spo, 2, () No aotion shall be takon pursuant to seotion 350 of the Tariff
Aot of 1980, as amended (19 U. 8. C,, sco. 1351), to decrease the duty on any
artivle if tho Prosidont finds that such reduction would threaten to impair the
national soourity.

“(b) Upon roquest of the head of any Department or Agenoy, upon application
of an Interestod party, or upon his own motion, the Director of the Office of
Dofonse Mobilization (hereinafter in this section referred to as the ‘Director’)
shall immedintoly make an appropriate investigation, in the course of which he
shall seck information and advice from other appropriate Departments and
Agencies, to dotermine the effeots on tho national security of lmports of the
artiole whioh is tho shbjeot of sush requost, application, or motion, If, as & result
of such investigation, the Director s of the opinion that the said artiole is being
imported into the United States in such quantities or under such ciroumstances
as to throaten to impair the national security, he shall promptly so adviso the
President, and, if the Presidont dotormines that the artiole is being imported into
the United States in such quantitios or under such eiroumstances as to threaten
to impair the national security, he shall take such aotion, and for such time, as
he deems nocessary to adjust the imports of suoh article so that such imports
will not throaton to impair the national aeourlt‘y.

“(e) For the purposes of this scotion, the Director and tho President shall, in
the light of the requirements of national security and without excluding other
relevant faotors, give consideration to domoestie production needed for progooted
national defense requirements, the capacity of domestic industries to meot sueh
requirements, existing and anticipated availubilitios of the human resources, prod-
uots, raw materials, and other supplies and services essentinl to the national de-
fense, the roquirements of growth of such industrios and such supplics and gervices
including the investment, exploration, and development necessury to assure such
growth, and the importation of goods in terms of their quantitios, availabilities
character, and use as those sffect such industrics and tho oapacity of the United
States to meet national security requirements,

“(d) A roport shall be made and publishod upon the disposition of vach roquost
application, or motion under subsecticn (b). The Director shall publish pro-
ce u?lu regulations to give effect to the authority conferred on him by subsec-
tion (b).

‘(@) The Director, with the advice and consultation of other np{noprinta De-
partments and Agoncies and with the approval of the President, shall by February
1, 1959, submit to the Congresa a report on the administration of this section,
In mpm‘mf; such a report, an analysis should bo made of the nature of projectod
natﬁ)om\l defense requiremonts, the character of emergencies that may give rise to
such requirements, the manner in which the capacity of the economy to sutisfy
such requiroments can be judged, the alternative means of assuring such capacity
and related matters.”

(b) The amendment made by subseotion (&) shall not affect any aotion taken or
determinations made before the date of tho enactment of this Aoct.

Swme. 9. (a) Subsection (a) of scotion 333 of tho Tariff Act of 1930 (18 U. 8, C,,
sec. 1333 (a)) is amended to read as follows:

“(a) Avrrorrry To Orrain INvormarTION.~—For the purposes of oarrying out
its functions and duties in connection with any investigation authorized by law
the commission or its duly authorized agent or agents (1) shall have acoess to and
the right to copy any document, paper, or record, pertinent to the subjeot matter
under investigation, in the possossion of any person, firm, copartnership, corpora-
tion, or association engaged in the production, importation, or distribytion of any
article under investigation, (2) may summon witnessos, take testimony, and ad-
minister oaths, (3) may require any person, firm, copartnership, corpbration, or
association to produ e books or papers relating to any matter pertaining to such
investigation, and (4) may require any perzon, firm, copartnership, cofjporation,
or association to furnish in writing, in such detail and in such form ag'the com-
mission may prescribe, information in their possession portaining to such: investi-
gation. Any member of the commission may sign subpenas, and members and
agents of the commission, when authorized by the commission, may administer
oaths and affirmations, examine witnesses, take testimony, and receive evidenas,”

h) Bubseotion (d) of section 333 of the Tariff Act of 1930 (19 U, 8. C., seo.
1333 (d)) is amended by striking out “‘under Part IX of this title” and inserting
in leu theroof “before the commission”’. ‘
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0) (1) Bubseotion (a) of seotion 386 of the Tarif? Act of 1930 (19 U, 8. C,, seo.
1336 (u)) is amended by striking out the third s:utonce thereof. The first sene
tence of subsoction (o) of section 337 of the Tarity Act of 1930 (19 U, 8, (., see,
1337 (o)) is amended by atriking out ‘“under and in nccordance with such rules as it
may promulgate’’, ‘ -

(2) Part 1T of title III of the Tariff Aot of 1080 (19 U. B, C,, sec. 1330, et seq,) is
amended by inserting after section 384 the following now dection:

“SEC. 335, RULES AND REGULATIONS.

“The commiesion is suthorized to adopt such reansonable procedures and rules
and regulations as it doems necossary to carry out its functions and duties,”

Brc. 10. The onnctment of this Act shall not he construed to determine or
indioate the approval or disapproval by the Congress of the executive agreement
known as the General Agreoment on Tariffs and Trade.

K:,sne:l the House of Representatives Juno 11, 1958,

test:

Rawvrn R. Roeenrrs, Clerk,
The Cuamnman. We are very happy to have the distinguished
Socretary of State as our first witness today. Mr. Dulles, you may
proceed, sir, to make your statement.

STATEMENT OF HON, JOHNS%"AO’?;‘ER DULLES, SECRETARY OF

Secretary DurLes. Mr. Chairman and members of the committee,
4 months ago I spoke before the House Ways and Means Committee
in support of the President’s proposal to extend and strengthen the
Trade Agreements Act,

I now direct myself to the bill which has come to this committee
from the House of Representatives. That bill represents some
altoration of the bill as onginally introduced. The changes, however,
are acceptable to the Executive and H. R. 12591 as received in the
Senate has my full support.

The Secretary of Commerce will speak to you about the compelling
reasons of domestic economic policy for strengthening and extending
the Trade Agreements Act.  The Secretary of Labor and the Secretary
of Agriculture will doubtless present further convincing evidence of
the importanco of the program from the domestic viewpoint. I shall
direct myself primarily to foreign policy considerations,

We live in & world which is new in torms of its political structure
and its economic demands, Twonly countrios have won their political
independonce within the last 15 years and this trend is likely to
continue,

Seven hundred million people are directly involved in this rapid
transformation from the long-cstablished systom of colonialism. The
very rapidity with which this transformation is occurring presents a
major problem—how to achieve and maintain political stability.

Mass aspirations follow these new grants of independence. They
ave contagious and spread te other lands.  The demands for improved
living conditions are insistent, No possible sources of assistance are
dismissed out of hand.  Present free-world nations may prefer to buy
and sell within the freo world. But if they are frustrated in their
efforts to do so, they can be expected to direct their search clsewhore,

Although no international wars are being fought today, our security
is menaced, not only by the vast Soviet military buildup, but by the
efforts of Intornational Communism to turn the worldwide changes to
selfish use as stepping stones to world domination. If we are to com-
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bat this evil successfully, a better international order must be built
and the United States must be in the forefront of that effort.

_ Fortunately for us, the free world is not disunited. It works to-
gether and provides dispersed power to retaliate against armed aggres-
sion. Military unity is imperative and must be continually strength-
ened. But this requires high morale throughout the free world and a
willing spirit of close cooperation. Such an atmosphere is not created
and maintained through military cooperation alone,

Economic security is indigpensable to all our allies and friends. Tt
is esscntial that their relationship to the United States contribute not
on’lly to their military security but also to their economic well-being,

he strategy of Communist imperialism involves the subversion of
country after country until the United States is isolated and subject
to economic strangulation. You have heard repeatedly Mr, Khrush-
chev’s threat of war in the peaceful field of trade and his boast that
the Soviets will win this war because of the superiority of their system.
I have said before—and I say aguin—it would be reckless to treat
this threat as negligible.

‘The Soviet Union is rapidly developing its weapons for waging
economic warfare agsinst t.ge United States and has achieved an in-
dustrial level which enables it to export manufactured goods in increas-
ing quantity and variety, and to take in exchange large amounts of
natural products, whether agricultural or mineral, for their own use or
to dump on free world markets.

Through pursuing this course, they hope to gain dominance—first
economically, then politically, in many countries which need an assured
foreign market.

Our Government has, by treaty or resolution declared, in effect
that the Feace and security of the United States would be end&ngered
if any of nearly 50 countries were to be conquered by Communist
imperialism. But, declaring this is not enough. We have to con-
vince both friend and foe that we will do what is needed to prevent
the Communist conquest. So we have the policies and actions repre-
thed by our mutual security program and by the Trade Agreements

ch.

Some seem to believe that national policies which aim to assure a
congenial and friendly world environment are un-American or un-
patriotic. The fact is that, from our beginning, United States doc-
trine has proclaimed that our own peace and security are bound up
inextricably with conditions of freedom elsewhere. Today, that
doctrine, the doctrine of interdependence, is the cornerstone of free-
world policy.

How has trade figured in these developments? During the depres-
gion of the early thirties, many countries tried to restore their econ-
omies by tariffs, quotas, and currency manipulations. We did those
things, and did them without regard to the effect upon others who were
largely dependent on international trade. :

ut the domestic relief we expected did not come. And by 1934
the decline in world trade brought to power, in several countries,
leaders so nationalistic and aggressive as to constitute a major cause
of World War II.

They souiht to expand their national domains at the expense of
weaker neighbors on the ground that they could not assure their
people & living standard by normal methods of peaceful trade. The
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price we all paid in World War II will, I hope, help us to avoid such.
shortsighted action in the future.

So far as the free world is concerned, the trend since that war has,.
fortunately, been in the other direction. In this movement to liberal-
ize trade, the United States has been an indispensable leader. Our-
Trade Agreements Act, first enacted in 1934, and since extended 10-
times, has reflected our desire and purpose to promote the mutually
advantageous expansion of world trade.

Some elements of United States industry try to improve their-
competitive position by implying that any competition from abroad,
merely because it is foreign, should for that reason be barred. This:
viewpoint, I repeat, cannot be accepted as United States policy with-
out endangering our whole Nation. This is not to say t}ilere are no
cases whero foreign competition should be restrained, There is a wide-
range of such cases, and protection is, in fact, accorded.

It is true, however, that any general disposition to exclude foreign
goods simpiy because they are competitive would gravely disrupt
economic, political, and spiritual relationships which are required
for our own welfare and for the defense of our peace and freedom.

You may ask: What is the proper relationship between the progress.
of the trade program and the interests of domestic producers? Let
me say this: Almost every national policy hurts some and benefits.
others. The form of our taxation, the nature of our defense purchases,
the location of government operations—all of these and many other
national policies inevitably tip the scales of competition. Often, and
certainly in the field of trade, the few who may be hurt, or fear that
they may be, are more vocal than the many who may gain. That is.
their right. But the Congress has a duty, that is, to serve the over-
riding national interest.

Important as the trade-agreements program has been since its
inception in 1934 and since World War IF, I anticipate a progressively
more vital role for the program in the future.

The progmm is one of our most effective tools for combating the
emerging Soviet strategy of political-economic penetration into un-
committed countries through the offer of trade and economic aid.
Since 1954, economic assistance extended by the Communist bloc
1o countries outside the bloc has amounted to $1% billion.

Since 1954, the exports of the Communist bloc to the free rations.
have grown 70 percent. In 1957, they amounted to some $3.1 billion.
Furthermore, the number of bloc trade agreements with the free
nations has more than tripled in the last 3 years, rising from 49 at
the end of 1953 to 149 at the end of 1957. From what we know of the
economic potential of the Communist bloe, there is reason to believe
that this performance can be greatly augmented within the next
few years. The state-controlled economy of the Soviets is well suited
to swift changes in quantities and dest'nation of exports. The short-
age of virtuaﬁy all consumer goods within the Soviet area means that
aﬁditional quantities of a wide variety of imported materials can be
absorbed with ease.

The danger of the Soviet cconomic offensive arises from the fact.
that, to the leaders of Communist imperialism, economic ties are
merely another means of gaining ultimate political control. If,
through trade and economic assistance, they can bring free nations.
within their economic orbit, they will have paved the way for political
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victory. Even though responsible leaders in the recipient countries
also know this, desperation for markets in order to meet the aspirations
of their people can tempt those governments to gamble their political
independence rather than refuse Communist aid and trade.
~ To this challenge, our basic answer is our trade-agreements program,
coupled with our own aid program. The free world, as a whole,
certainly offers by far the largest market for the raw materials that
grovide most of the money income of the less developed ccountries.
his offer can only be realized, however, so long as the dominant
free-world trade trend is in the direction of opening markets and ex-
panding trade to the maximum.

In Western Europe, we see unfolding a great new movement toward
economic unity. This is the European Economic Community estab-
lished by the Treaty of Rome, which entered into force on January 1,
1958. Through this treaty, six nations on the European continent~—
Belgium, France, the German Federal Republic, Italy, Luxembourg,
and the Netherlands—have agreed to eliminate all barriers to trade
among themselves and to act toward others as a single economy,

They will form a single common market of 170 million customers
with a total import trade which, last year, was larger than that of the
United States.

This new market will, in time, have a single uniform tariff and a
common trade policy which it will apply to imports from the United
States and other countries of the free world.

This development has been encouraged by the United States, both
the Congress and the executive branch, since the early days of the
Marshall plan. It should now be our policy to cooperate with the
new Economic Community of Europe to the end that both the United
States and the European Economic Commmunity will contribute to the
economic strength and well-being of the free world as a whole.

The next 5 years will be the critical, formative years of the European
Economic Community. This is a major reason why it is essential
that the trade-agreements program be renewed this year for 5 years.
During this period, long-lasting decisions will be made as the level
of the Kuropean common external tariff and as to the other commercial
policies which the Community will adopt.

The best opportunity we will have to negotiate with the Commu-
nity the ta,riﬂp reductions most advantageous to our export trade will
be before the new tariff becomes firmly established. e would seek
to negotiate tariffs lower than those to which the countries comprising
the Buropean Economic Community are presently committed.

The procedure and timetable which its members contemplate for
the establishment of the Common Market illustrate the need for
extending our program for not less than 5 years.

The first step in reducing internal tariffs, within the Common
Market, will be taken next January 1, when internal duties are to be
reduced by 10 percent from their present levels. Thereafter, there
will be progressive reductions until internal tariffs are completely
eliminated by the end of 1972. These reductions are important to
us because, after the first of nex’ year, goods produced within the
Common Market will have a stem{ily increasing ‘advantage within
the Common Market area over American and other free-world goods.

With respect to external tariffs, the plan is this: The European
Economic Community has informed us that they expect to have their
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proposed, or tar%etz tariff (which they are now negotia,tin% among
themselves) aval able for examination by us and others about the
end of 1959. :

The objective of this examination will be to ascertain whether the
target tariff accords with the obligations which the common-market
countries have previously assumed under the General Agreement on
Tariffs and Trade. In this context, we shall want to be satisfied that
the target external tariff is not no the whole higher, nor more restrictive
than the separate tariff schedules of the six countries now in effect.

We shall also look at the individual items to be certain that the
commitments which others have made to us are maintained.

After we have completed this examination, we will have to prepare
the United States position for negotiations and choose the items on
which we might be willing to consider tariff concessions, This will
include peril-point investigations by the Tariff Commission.

This whole process will take at Yeast 18 months from the date on
which we receive the target tariff. This timetable makes clear that
under the best of circumstances negotiations with the European
Economic Community cannot begin until 3 years from now. The nego-
tiations themselves would take at least a year, bringing us at least to
mid-1962. It is only prudent to allow another year for slippages.

Finally, other countries will not be willing to make the complex
preparations for these negotiations unless they are sure that the United
States Government has authority to see them through to completion.
For all these reasons the full 5-year extension is a necessity.

Another point I wish to make is this. Our trade agreements pro-
gram has been accepted in this country now for 24 years. I think
it is clear that the program has been successful and has benefited this
country greatly. Y believe that most people in this country look
upon the program as continuing and permanent. It would be, to my
mind, unthinkable to discontinue it.

On each of the 10 times that the Trade Agreements Act has come
before the United States Congress for renewal, there has been a period
of uncasiness and concern among out friends throughout the free
world. Because the United States is the ranking supplier or consumer
of so many commodities, its trade policy is a matter of vital interest
to the overall economy of many countries. The question of whether
the United States is going to continue to buy a given country’s prod-
ucts so as to enable that country to accumulate dollar exchange with
which to buy needed supplies for the well-being of its own people is
often nearly a life-and-death proposition.

For one reason or another people abroad have acquired the im-

ression that trade restrictionist sentiment is growing in the United
States. Whether this impression is correct or not—and the recent
passage of this renewal bill in the House would certainly indicate the
contrary—the belief injects an element of instability and danger into
the future which is not conducive to cooperation or to our national
security.

Why then should we insist upon the reargumentation of its merits
every 3 years or oftener and lead our friends abroad to fear we may
suddenly reverse our trade policy. The Trade Agreements Act has
become a symbol around which other free world countries develop
their trade policies and make their plans. Greater stability in our



12 ' TRADE . AGREEMENTS  ACT EXTENSION

%rogram will certainly mean greater stability in their programs.
an there be any doubt that such stability would benefit us all?

This stabilizing of our basic policy would not of course mean freezing
our procedures; if during the 5-year l;;eriod experience shows the nee
for improvements in the legislation, thig can of course be accomplished.

Mr. Chairman, a few days ago (June 6, 1958) I made a statement
to the Foreign Relations Committee dealing with the basic aspects of
our foreign policy. In the course of that presentation I made a state~
ment about world trade which I should like to repeat here today:

The world of today requires better economic health than was toler~
able in past times.

International trade is more than ever important. Our own foreign
trade is now approximately $32.4 billion a year and provides employ-
ment to 4% million of our farmers and workers. International tradeis
even more vital to the economic life of many other free-world countries,

A principal instrumentality and the outstanding symbol of our
sttitude to international trade is our Trade Agreements Act. The
principle of the act was first adopted in 1934, and 10 times the Con-

ess acted to renew it, Any failure now to renew it would be a grave

low to the world’s economy, including our own, and it could be fatal
to security. .

Mr. Chairman, that is a blunt statement. But to put it less bluntly
would in my opinion fail to portray the iminense importance to the
United States of the legislation now before us,

Thank you, Mr. Chairman.

The CuairMaN. Thank you, Mr. Secrotary.

The Chair recognizes Senator Kerr.

Senator KErr. Mr. Secretary, I am quite interested in your state-
ment. I know you speak from a sense of deep conviction. There are
differences between us with reference to this matter or certain phases
of it, and I am sure you will recognize, as do I, that they do not spring
from a divergent viewpoint with r oference to the imperative necessity
for doing the best for the welfare of our country, but only from a
different viewpoint as to how best to reach that objective.

In your statement, referring, I believe, to the development, as you
call it, of the common market of the 170-mwillion citizens of Belgium,
France, the German Federal Republic, Italy, Luxembourg, and the-
Netherlands, you call that the common market?

Secretary DuLLes. Yes, sir, I did—

Senator Kerr. How did you call that? ,

Secretary DurLes. I called it by what is technically its correct

Senator Kerr. You mean economic community?

Sicretary Duiies. Yes. It is popularly known as the common
market. :

Senator KERr. You say they are going to try to reach an agree-
ment as to what tariff will be charged on items imported to any part
- of that EuroBean Economic Community?

Secretar% ULLES. Yes, 8ir.

Senator Kerr (reading):

This whole process will take at least 18 months from the date which we receive
the target tariff-— ‘ :

and then you say:

This timetable makes clear that under the best of circumstances negotiations
with the European Economic Community cannot begin until 3 years from now.
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Congress will still be here, won’t it

Secretary DuLLgs. Yes, sir, :

Senator Kmrr. You were speaking here of what you regard as the
necessity for a 5-year extension?

Secretary DuLLEs. Yes, sir.

Senator KBrr. Actually from your statement it seems to me that
it would be a minimum of 3 years before the negotiations you refer
to as a future necessity will even start?

Secretary DurLes. Yes, sir.

Senator Kerr. So that if Congress saw fit to renew this act for 2
wears and then had the matter before it, it would still be a year from
that time before we can even, as you say, under the best of circum-
stances, begin to negotiate with the European Economic Community,
would it not?

Secretary DuLres. Yes, sir.

Senator Kere. I have a concern as you do and as you have ex-
pressed it very eloquently here, as to the uileasiness that might be
developed in the minds of our friends. You think that is important,
don’t you?

Secretary Durres. I do.

Senator Kerr. Do you regard the mental attitude of the American
people with equal regard? ,

Secretary DuLLes. Yes, sir.

Senator Kerr. Is it not just as necessary for us to operate this
program, to develop it and to maintain it on a basis that will reinforce
the confidence of the American people as it is that we operate it on
the basis so as not to impair, but on the other hand, reinforce the
confidence of our friends?

Secretary DuLres. Yes, sir.

Senator Kurr. You make the statement that—
for one reason or another people abroad have acquired the impression that trade
restrictionist sentiment is growing in the United States.

And then you give as an evidence that that is an incorrect im- °
pression, the recent action of the House.

Are you not aware that there is a growing or increasing amount of
restrictionist sentiment in the United States on this matter?

Secretary DuLres, No, sir. I do not think that there is. I am
told that this year for the first time the witnesses before the House
committee in favor of this renewal were many more than those who
opposed it, and represented far more extensive than those who opposed
1t. :

I think that there is no question, Senator, but what the overwhelm-
ing view of the American people is that the interests of the United
States are %oing to be served bf; this extension.

Senator Kerr. Do you think that the men in the Congress had an
equal opportunity with you to know what the sentiment of the
American people 18?7 C

Secretar{{DULLEs. Yes, sir. ‘

Senator Kxrr. Well, I do not pretend to be an expert on that, nor
do I pretend to have much knowﬁadge about it beyond the borders of
the State of Oklahoma; but I say this 10 you quite frankly, that there
is more sentiment against this program in Oklahoma today than there
has ever been, and I would be quite surprised if that originated in and
terminated at the geogmphicalqboundaries of the State of Oklahoma.
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Secretary Durnes. Certainly I would not set myself up to contest
with you the public opinion in Oklahoma.

Senator Kerr. I am not going to gretexld to put myself up against
you in gaging the sentiment of the United States because in the Jast
two national elections you and your boys demonstrated that you had
it more accurately gaged than I did, but I would be quite surprised if
what I see so much of in Oklahoma would not find its counterpart
across the Nation, _

The thing I say that for is this: I think it is just as important that
this program be operated so as to win and keep the support and the
confidence of the people of the United States as it is to operate it so
as to win and keep the confidence of the people in the friendly coun-
tries with whom we are seeking to develop closer and more worthy
relationships.

Secretary Durrus. Let me say, Senator, on that point, that the
policies reflected by this act are supported by the Department of State,
not because of the fact that they give pleasure to others; they are
supported because we believe that they serve the best interests of
the United States.

Senator Krrr. I am convinced you mean that.

Secretary DurLus. We try to run our foreign policy, Senator, for
one purpose alone, and that is to promote the interests and welfare of
the American people. 4

Now obviously, I think, those interests and welfare cannot be
promoted if you disregard our relations with others. So-——-

Senator Kurr. Did you ever hear of the general who got so far
ahead of his troops when he was ready to win his victory he did not
have anything to win it with?

Secretar}ir(I)ULms. Yes, sir.

Senator Kurr. I mean you have Eot to maneuver from the position
of tho support of your own people, haven’t you?

Secretary DuLLis. Yes, sir, and you have also got to give——

Senator Krrr. You boys who get these jobs appointively do not
have as keen an awareness of that as we who get them electively.

Secretary Durres, I am quite aware of that, but I am also aware
of the fact that our constitutional grocesses put upon the President
who does get his job electively and did get it as you pointed out by a
pretty big vote—— ‘

Senator Kerr. Yes,

Secretary DurLes. It gives him the primary responsibility for the
conduct of foreitgn policy, and it is his judgment that this is impera-
tively required for the welfare of the United States.

Senator Kerr. Where does that Constitution put the responsibility
for the conduct of trade and commerce? And the regulation of trade
and commerce?

Secretary Durris. That puts it on the Congress and the President,

Senator Kerr. Well, now, would you read me the part of it that
puts it on the President?

Just while we are sitting here in such a friendly mood.

Secretary DuLLes. Would I point out to you——

Senator Kerr. Yes, Mr. Secretary. '

Secretar;ir{DULnEs. Yes, sir.

Senator Kerr. Where is it?

Do you happen to have it there?
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Secretary Durres. Yes, sir; because he has the power to veto
congressional legislation.

Congress cannot act without regard to the President’s influence
upon its legislation,

Senator Kere, Well, that is quite true, but the Constitution gives
them the power to enact legislation and then pass it over his veto,
does it not?

Secretary DurLps. Yes, sit.  But that does not mean that his veto
is & negligible factor.

Senator Kerr, No, it does not. But it is quite plain that it is
not the determining factor.

Secretary Dunnes. It oftenis, It depends upon the circumstances.

Senator KErr. But under the Constitution it is not.

Secretary DuiLes. It is not, Under the Constitution it can be
overridden. It rarely is.

Senator Krrv. As a practical matter, it can deter, but he cannot,
by the veto, insugurate & program, can he?

Secretary DuLLes. No, sir, .

Senator Kerr. I know what it is, but I do not want to humiliate
the Secrctary by insisting again that he read it. ‘

It is that very provision in the Constitution that leads me to ask
you some questions about section 6 of this bill,

I wish you would just cxplain to me in simple language the purpose
and the significance, as you see it, of section 6.

Tt is on page 9 of the bill.

If you look at the report, Mr. Sccretary, on page 28 of the House
Ways and Means Committee report, it attempts to summarize the
significance, I think, and the purpose of section 6, but I am sure that
just a glance at it will refresh your memory to where you will be able
to toll us what it is for,

Secretary Durres, Well, that is the section, I think, that you are
referring to, which deals with the Eower of the Congress by a two-
thirds vote, to adopt in offect the findings of the Tariff Commission
even though not approved by the President.

Senator Kerr. Do you think it is necessary for Congress to have
this power?

Secretary DuLLes. We did not think it was necessary because it
was not in the original bill that was {n‘(iﬁosed. But it is acceptable
to the administration that Congress should have that power.

Senator Kerr. You think it is necessary to have that section to
safeguard the power of the Congress to accomplish the objective set
forth in that section?

Secretary DuLies, It, I think, facilitates action by the Congress
to a greater degree than if it was not there, yes.

Senator Kugr. In other words, you think Congress can pass a law
which increases its own power under the Constitution?

Secretary DuLLes. Are you raising the question of the constitu-
tionality of this clause?

Senator Kerr. Oh, no; we are operating under the Constitution and
I ask you if you thought that Congress could, by legislative enactment
increase the powers that it has under the Constitution?

Secretary Durres. Well, I believe the Attorney General has given
an opinion that he thinks—-—

Senator Kerr. You are a great lawyer yourself.
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You do not need to hide behind the Attorney Goneral. T am just a
little lawyer, I would not. i

Secretary Durtes. I appreciate the compliment of being a great
lawyer. I would put it in the past tense. I was u great lawyer but
I have given up the practice of law.

Senstor Kurr. I want to tell you, you are the first man I even
thought would intimate and you ave the last man I would designate
a8 & has-besn, : ‘

Seerotary Dunrs, But X think you would admit, Senator, that I am
not engaged it the practice of law at the present time, and I do in
these matters rely upon the opinion of the Attorney General.

Senator Kurr, Are you telling me you have no opinion or you do
not want to give mo the benofit of it? - : )

Secretary Durnus. I would say to you, I have not made any inde-
pondent investigation of my own as to the constitutionality——

Senator Kerr, At the time when you were a great lawyor {laughter],
was it your opinion that Congress could by legislative enactment in-
crease the poweyr that it had under the Constitution?

Secretary Durres. I do not think that Congress cen by legislation
gain powers not vested in it by the Constitution, no.

Senator Kxrr, Do you think on the other hanrd, that Congress can,
by its legislative action, deprivo itself of a power and a responsibility
placed upon it by the Constitution?

Secretary DuLnze. No. ‘

Senator Kugr. Then, as T understand section 6, it refers to pro-
«cedure in connection with matters investigated and reported upon by
the Tariff Commission; is that correct? ‘

Secratary DuLnus, S}es, wir.

Senator Kern, It says:

The action so found snd reported by the Commission to be necessary shall take
efeot (as provided in the first sentence, paragraph (1), ov in paragraph (3), as the
cage may be)—

(A) if approved by the President—-

I am reading now from the bill.

Secretary Duries, Yes.

Senator Kerr (reading):

or, ~

(li) if disapproved by the President in whole or in part, upon the adoption by
both Houses of the Congress (within the sixty-day period following the date on
which the report referred to In the second sentence of paragraph (1) is submitted
to sauch committess), hy the yeas and nays by a two-thirds vote of each Iiouse, of
a coneurrent resolution stating in effect that the Senate and House of Representa-
tives approve the action so found and reported by the Commission to be necessary.

‘That is the Tariff Commission, is it not?

Secretary Durvus. Yes, sir.

Senator Kwurm., If you entered into & trade agreement, Mr.
Secrevary, do you think Congress could pass a law which w;ided it?

Secretary DuLues. Yes, sir.  Assuming it wag—— :

Senetor Kure. If they passed that law and it was vetood by the
President and they came back and passed it over his veto by & twe-
thirds vote it would be just as effective as if he signed it?

Secretary DuLLes. Yles, sir,. : ‘

Senator Kerr. Well, isn't that all that section 8 provides? ‘

Secretary DurLes. Lt gives, I would say, & privileged status to that
type of legislation; yes, sir.
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Senetor Kuar. You think that if Congress has it under the Constitu-
tion it needs section 8 to give it to it?

Secretary Duourugs, I think that the procedures, the congreseional
procedures that are envisaged by——

Senator Kunr. Aren’t there congressional procedures now for the
enactment of legislation?

Secretary DurLius. Yes; but they do not have thig——

Senator Kxrr. Do you think that this scction can impair them?

Saare!mr.}f Dvurres. No.

bSena.tor {err. I do not either., I do not think it can enlarge upon
thom.

Secretary DuiLus. It can, I think, Senator, give o privileged status
to ceriain tﬂpas of legiislation. ' ,

Senstor Kzrr, Well, how do you mean now, Mr. Secretary?

It looks te me like it attempts to limit the procedursl functioning
of the Congress, because it says-—
upon the adoption by both Houses of the Congress within the sixty.day lpm’iod
following the date on which the report referred to in the second sentence of para-
graph (1) is pubmitied to these committess, . .

Secretary Durres. Excuse me, Senator, I was iuterrupted.

Senator Kerr. Isay it looks to me like, if it were effective, it might
impair the functional operations of the Congress.

Secretary Durrns. This does not take away any power of the
Congress to act in normal processes of passing legislation.

Senator Kurn. But for them to get relief under this section they
would have to do it within 60 days? -

Secretary Durius. But they could do it after 60 days.

Senator Krrr. Without this?

Secretary Durres. Yos, sir,

Senator Kurr., And they could do it within 80 days without this
if they wanted to? : ‘

gecretnry Duries. Yes, sir; but there is a difference in the pro-
cedure,

Senator Kxrr. What is the difference? -

Secretary DorLus. Because if you act without 1his procedure, you
would have to pass the legislation, it would go to the President. It
would, let us assume, be vetoed by the President, and have to come
back again and be repassed. This cuts short—-

Senator Xerr. Thig is an act already vetoed by the President.

Secretary DurLes. No, sir,

Senator Kuun., Oh, yes, he has disapproved the report of the con~
grossional agencies, ’

c Secretary Durrps. That is true, but he has not vetoed an act of
ongress, '

Senator Kenr., That is true, but you fix it here so that it would be
as difficult for Congress to change the President’s decision with ref-
erance to an action by the Tariff Commission as it ie for Congress to
im;‘ﬂement. its own legislation if vetoed by the President?

Secretary Doiyes. This is not exclusive procedure, Senator. You
can use anif{othar %'ocedures that you have.

Senator Kurr. Well— S

_Socretary Dunies, If you do not find this an added advantage in
giving -this privileged status to your legislation you can do it another
Way; Co ' : a ‘ =
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You can take it away-— C

Senator Kurr. That is the question T was raising, it neither gives
nor t.uyl’ms. The Bible says “The Lord giveth and the Lord takoth
away.

(‘i Ido ‘;lot think so far as this legislation is concerned, it doos either,
o you

Secretary Durnes, Woll, I do not read the mind of the Lord in this
rospect.  [Liaughter.]

Senator Kurr. No, but you can read this act.

Sccrotary DuLnms. But you are quoting the Lord. [Laughter.]

Senator Kurr. No; I was quoting the Bible. [Laughtor.] That
was a statomont about the Lord, not by Him. [Laughter.] As sig-
nificant, as 1 think the quoter is. )

Would you tell us, Mr. Secrotary, as a mattor of information how
many rec:‘?mcul trade agroements are now in existence under this
legislation!

Secrotary DuLLes. There are 37 adherents to the genoral agree-
ment.

Senator Kere. In order for that to be informative to me, you will
have to cxplain it.

Secretary Durnus. Well, there is a genoral agroement of a multi-
lateral charascter nogotiatod which gives equal status to all of the
participants, and that ig—-— .

Senator Kerg. Are you talking about GATT?

Socrotary Durnrs. The Goeneral Agreoment on Tariffs and Trade,

Smmt(;r Kuri, That is what we more or less uninformed call GAT'T,
i8 it not!

Secratary Durtrs. Well, I would not say you were uninformed.

Senator Kurr. You aavoe heard it referrod to as that?

Secretary DurnLes. Well, I have never been there, I have seen it, I
have never put my hands onit. T have just heard it called the General
Agreement on Tariffs and Trade.

Senator Kerr, We call it GATT and we Democrats have a leaning
toward alphabetical designations.

Secretary DuLLes. Yos; 1 understand it.

Senator Kurn, And I must say you boys have picked it up and done
pretty well with it,

But what I would like to know is how many trado agrecments this
Nation is signatory to.

That is & good word, isn’t it?

Secretary Duwrnus. All right. 'We are signatory to, I would say,
approximatoly 7 or 8, of which 1 is a multilaceral agreement and the
others are bilateral agreements.

Senator Kurr, Well, if thore are just 7 or 8, there are not too many
of ecither. If the totalis 7 or 8.

Senator ANDERsoN. But 34 in one.

Senator Kurr., That is what 1 am trying to find out,

Secretary DuLLes, I tried to put it that way, Senator.

Senator Kenr., Tell me this: ITow many nations do we operate
with on tho basis of trade agreements?

Secretary Durirs. Well, forty odd.

Senator KERR. Fortg: odd?

Secretary DurLLes, Yes, sir,

Senator Kerr. When were thoy made, generally what is the date?
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Secretary Durrrs. The basic agreement was made in 1947,

S;\:mtor Kungr, Well, now this act was first pessed in 1934, was it
not

Secrotary DurLes. Yes, there was another agreoment—— -

Senator Krenr, Weren’t there a number of agreements negotiated
under that authority?

Secretary Duries, Yes, sir,

Senator Kunnr., Have they been ronsgotinted?

Secrotary Durnis, They have boeen transmuted, you might say.

Senator Kurr., You mean kind of renewed and renegotiated maybe,
in a different form but extended in prineiple?

Secretary Durrrs. Yes, sir.

Senator Krrr. Well, now, what is the duration of those agroe-
ments?

When do they expire?

Secretary Durnks. Thoy do not have any fixed termination date.

Sonator Kurn., They have to be, on the basis of the content of the
language, for some period of time?

Secretary Durnnks, They have indefinite duration but also they
arg subjoct to termination in various events,

Thoy can be denounced.

Senator Kurn. Have you told me that when a contract or trade
agracment is made it stays in effoct until .positive action terminating
it has been taken by one or both parties?

Secrotary Durnnes. Yes, sir,

Senator Kuru., And under what conditions can it be terminated
and by whom?

Secretary Durnes. They can be terminated by either party on 6
months’ notice,

Senator Kxur, Any agieement that we have?

Secrotary DurLes, Yes, sir.

Senator ,)l,(mmt. So that if Congress saw fit not to extend this legisla-
tion, we would have these forty-odd agrecmonts which would stay
in effect until one of the nations under the terms of the contract gave
the 6-mwonth notice and terminated it?

Secretary DurLLks, Yes, sir.

Sonator Kurr., What is referred to when you use the term “most-
favored-nation clauses”?

Secrotary Durres. That a nation is entitled to get the same trade
benefits that are extended to any other nation,

Senator Keir., We had agreements that were called most-favored-
nation agreements or agreements in which there were favored-nation
clauses long before wo had the reciprocal trade agreement, didn’t we?

Secretary DuLrps, Yes. .

Senator Kerr., And under those agreements, one or more, sny or
all, we make an agreoment, say, with Mexico whereby we get certain
concessions and they get certain concessions from us, and in addition
to those specified, we put in a clause that trade concessions in any
agreement we make with any other nation are automatically available
to Mexico.

Is that a valid example of the operation of such an agreement?

Secretary Dulles, Yes, that is 1'ou(§hly accurate; yes, sir.

Senator %(mm. Now we had a trade agreement with Mexico, didn’t
we, Mr. Secretary, some time in the past?
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Secretary Dulles. Yes,

Senator Kurr. Do we have one now? .

Secretary DuLLes. No, we do not, I understand.

S?nator erR. How did that come about that we no longer have
one ,

Secretary DuLrLes. It was terminated by joint agreement with the
Mexicans. ‘

Senator Kerr, It was terminated by Mexico and thereby we lost
all concessions that we had obtained when we entered into the
agreement,?

Secretary DuLLes. Yes, sir.

Senator Kerr. Well, did we have and do we have in existence a
favored-nation agreement with Mexico?

Secrotary Durrus. I think not.

Senator Kerr. Other than that trade agreement?

Secretary DurLes. No, sir. 'We have none.

Senator KERR. Is there any nation with whom we have had both
a favored-nation agreement and a trade agreement with reference to
which the trade agreement has expired anﬁr the favored-nation agree-
ment is still in effect? o

Secretary Duiies. I do not know of any.

Senator Kurn. Are I1\71011 in & position to say there is none?

Secretary Durres. No, I am not, because I eannot keep track of
all these things.

Senator KErr. I know you cannot. I know you can’t. I am just
seeking information. ,

Secretary Durrzs. I think I would have to ask you for the privilege
of supplementing my testimony after I can check with some of my
experts on that point.

Senator Kerr. All right. If you want to check I would be happy
to have you recheck the matter of the continued cxistence of our
favored nation agreement with Mexico.

?It was not executed simultaneously with the trade agreement; was
it

Secretary Duries. I don’t know.
anen‘;ztor Errr. Does your pretty fair source of information there

ow

Mr. Merzeer. We do not bave a MFN commitment for Mexico,

The Crairman. Will you identify yourself?

Mr. Merzasr. My name is Metzger, Stanley D. Metzger.

We do not have & most-favored-nation treaty commitment or
trade agreement with Mexico. ) :

Senator Kerr. Isn’t it a fact Mexico has the right of trading with
us as any other nation? ‘

- Mr. MetzeERr. Yes, sir, because the act requires it.

Sepator Kerr. What act? ~

Mr. Merzcer. The Trade Agreements Act.

Senator Kengr. You mean this that we aro about to extend?.

Mr. Marzeer. Right. '

Senator Kerr., Which requires us to give to any nation any.con-
cession we give to any other nation? ' '

Mr. Mgerzeer. That is. correct, Execept for the Iron Curtain
countries and a couple of other exceptions which are not applicable
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Senator Krrr, Why do you need anything else in the act?

If when you make an agreement with one nation every other nation
outside the Iron Curtain gets the ‘benefit of the concession that you
have made to that one nation, why would not that one agreement be
all you weuld need?

ecretary DuLLes. That does not give us any authority, Senator,
to negotiate on the topic of tariffs and to get concessions for ourselves,

Senator Kern. If you automatically give them the concession by
that agreement, what have you got left to negotiate about?

Secretary DuLres. Because without the authority of this act we
have no authority to trade—~—

‘Senator Kurr. I am talking about the negotiation.

If under the act, there is a 1;l>rovision in this act which makes it
mandatory for you to give to all the concessions you have given to

any—-—

gecreta Dvuires. Yes, -

Senator Kerr (continuing). What do you have left to negotiate
for after having made one agreement?

Secretary Durres. Because we take into account when we negotiate
an agreement, we take into account all of these factors that you refer
to. ’

We do not blindly negotiate a reduction with one country without
taking into account the consequences of that in respect to other
countries,

Senator Kerr. Would you not be hetter off if you negotiated a
bilateral contract?

Secretary DurLes. I definitely say not, Senator.

Now we operated for a good many years on the basis of negotiating
bilateral agreements that only had bilateral effects.

Senator Kerr. You mean that was a——

Secretary DurLes. That is prior to the initiation—-—

S.en%tor krR. That was the contract just between us and one other
nation ’

Secretary Dururs. That is right.

Senator Kurr. Now, when did you change the pattern?

Secretary DurLes. Well, it was basically under Secretary Hull and
his_concept that we shifted to the basis of multilateral agreements
and giving everybody an equal deal.

We found when we tried to operate on the basis of inequalities
botween countries it caused very great difficultics.

Senator Krrr. I thought the basis of this was the negotiation of
an agreement whereby we got something when we gave something?

Secretary DurLes. That is quite correct.

Senator Kzrr. Well, if by giving to one we become the donor to
all, then what have we got left when we go over and sit down at the
table with the other one?

Secretary DuLnes. We tako all those things into account, Senator;
before we become a donor of one, we figure the consequences of be-
coming a donor to him, and we figure on getting back an equivalent
of equal value, .

Senator Kerr. And that does not impair your bargaining position?

Secretary DurLes, No, sir,

Senator Kerr. T will tell ¥ou right now, if ‘iyou give away all you
have got what have you got left to operate on '
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Secretary DurLes. We do not give away all we have got, .

Are you aware, Senator, that of the authority to reduce which was
given us by the present law we have only used a very, very small
percentage of it?

This is not a giveaway program. ‘

Senator Kurr. I did not know, and I do not mind admitting my
ignorance.

I did not know this act had a provision in it that if you made a
concession to one nation that automatically that concession was
mandatory to every other nation signatory to a trade agreement with
us, but you have told me that is in the law.

Secretary DuLLes, Yes, sir, We have been operating here since
1934, which is 24 years,

Senator Kerr. Yes, but you and I were not here thon, you see.
I am talking about if that provision is in the law, one of your boys
could show it to us; could he not?

Seerotary Durnes. Yes. ,

Senator Kerr., Well, let them do it.

Secretary DuLLzs. As I say, the whole essence of this legislation
which has been in force since 1934 is that with certain exceptions
which are fixed by Congress in relation now, for example, to the Soviet
bloc of countries, we treat all friendly countries aliko.

Now, Senator Kerr, that has been basic in this legislation for 24

ears,
Y Senator KXurr. Has it been basic in the administration or is it
mandatory in the legislation?

Secretary DurLes. It is mandatory in the language.

Senator Kere. Well, let's just hold this up until we get that
la%uago. '

hat page are you on?
" Secretary Durris. Well, I guess I have not got the same print
Ore———-

Senator Kunr, I have the same thing,

Secretary Duires. Yes, sir; that is at the bottom of page 3.
[Reading:] ,

Subject to the provisions of section 5 of the Trade Agreements Iixtension Act—
and that is what relates to the Soviet and Iron Curtain countries—

duties and other import restrictions proclaimed pursuant to this section shall n.p{)ly
to articles of growth, produce, and manufacture of all foreign countries, whether
imported directly or indirectly—

and that has been thore. i

Senator Kurr. Well, is it provided there?

Seeretary DuLLes (reading):

Provided the President ghall, as soon as practicable, suspend the application to
articles of growth, produce, or manufacture of any country because of its dis-
criminatory treatment or beecause of other acts or policies which, in his opinion,
tend to defeat the purpose of this section.

Senator Kurr (reading):

Subject to the provisions of section 5, duties and other import restrietions pro-
claimed pursuant to this section shall apply to articles of growth, produce, and
manufacture of all foreign countries, whether imported directly or indirectly—
and your interpretation is that that languagp makos it mandatory
upon you when you negotiate an agreemont with one nation to make
the concession given available to all nations?
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Seeretary DuLLes. Sularect to these qualifications.

Senator Kurn, Yes, hen was that first enasted, that principle?

Secretary Durres, That principle was first enacted in 1934, -

Senator Kurr, Was that languagoe in the original act? .

Secretary Durres. I believe so; yes, sir.  That has been the heart
gf what has been called the Hull foreign-trade program for 24 years,
Sonator,

Senator Kerr, Well, now, Mr, Secretary, that is marvelous; you
are helping me learn something and I hope I can help you learn
somothing.

Secretary DurLes. I am sure there is plenty of room for it,

Senator Kerr. Now that being the case, then, that favored-nation
principle has been mandatory from the incoption of the legislation?

Secretary DuLiis. Yes, sir.

Senator Kurr., That being the case, why is a favored-nation agree-
ment necessary if it is a mandatory provision of the law? :

You just said that this agreement will be operated in accordance
with the law and thercefore tﬁe favored-nation clause is automatically
a part hereof,

Sceretary Durnes, That is one way—— i

Senator Krrr. That is in effect what it amounts to; is it not?

Secretary Durris. Yes, sir.

Senator Kurr. Well, now, I would like to talk to you s little while
about an amendment placed in this bill on the floor of the House,

I believe that that is to be found on page 15 of the bill. Have you
found the part I am referring to?

Seeretary DunLes. Yes, sir.

Senator Kerr, I believe that amendment was offered by Mr.
Ikard, was it not, on the floor of the House?

Secretary DuLngs. I think so; yes, sir.

I think his amendment is contained in subsection (¢), which appears
on page 16 of the print,

Senator Knrr, I refer to a statoment he made about that on the
floor of the House.

It is contained in the Congressional Record, page 9654.

I wonder if you have that available to you.

Secretary DurLes. I think I am familiar with it, Senator, if you
want to question me about it. T

Senator Kerr (reading):

Mr. Ixarp, Mr. Chairman, I would like to ask the distinguished chairman—

and he is talking to Mr. Mills, the chairman of the Ways and Means
Committee—

two or three questions.

Is it a fact that the so-called national security section of the committee bill
has as its purpose providing the executive department with a means of takin
whatever action is necessary to avoid a threat to our national security throu
imports and to make sure that injury to a particular industry essential to the
national scourity will be avoided.

Mr, MiLLs, The answer is “Yes.”

Mr. Ixarp. Is it a fact that the national security amendment of the present
law was amended by the committee as refleoted in the committee bill for the
purpose of improving and facilitating the operation of this provision by providing
speoific eriteria and guidelines for use in its administration?

Mr. MiLLs. The answer to that question is ‘ Yes.” .

Mr. Ixarp, The national security section of the committee bill specifies certain
factors which would govern the Director of the Office of Defeuse Mobilization and
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the President in determining whether imports are a threat to national sécurity.
These are stated in the committee bill substantially as follows—

and there I beliove he quotes section () that you have referred to, so
I will not quote it again. Then he says: -

I am interested in knowing how these criteria would relate to the problem of
excessive imports of petroleum and petrolcum products. Is it intended that
under this provision imports of petroleum and petroleum products be held at
levels which would permit the domestic industry to engage in a vigorous program
of exploration at a rate consistent with the demands of our economy?

* Mr. Miuis. This provision is intended to hold imports at a level which will
permit the United States to have sufficient oil, known, discovored, and developed,
a8 is required to meet our national security needs. :

Do you agree with that answer, Mr. Secretary?

Secretary DurLes. Yes, sir; I do.

Senator KEkR (reading):

Mr. IgkARD— )

Secl‘}etary DurLes. Excuse me, were you directing your question
to me

Senator Kerr. Yes, sir. -

Secretary Durres. Yes, sir; I say I do. I call attention to the
fact that the committee report pointed out that national security
cannot always be identified with total self-sufficiency because there
are some respects in which we are inevitably dependent upon some
near sources, but with that understanding I certainly do agree with

the answer, :

Senator Kxrr (reading):

Mr. Ixarp. Does the committee amendment that will be offered to the national
seourity section of the committee biil dealing with investment, exploration, and
development necessary to assure the proper growth of an industry have any
significance to the petroleum industry and other extractive industries?

Mr. MiLis. Yes. This amendment will be offered to the bill for the purpose
of further clarifying the committee’s intention with resgect to the encouraging
free enterprise, exploration for, and the development.of our:nationsl fésources
at a rate sufficient to meet the demands of our national security.

Thon he said:

If drilling and exploration activities do not reach a satisfactory level, then
undoer this provision the President or his designate would have the responsibility
of reevaluating existing programs for the regulation and control of imports to
see that they meet the requirements of the new standards in the comnittee bill,

Do you agree with that statement?

Secretary DurLus. Yes, sir.

Senator Kerr. (Reading):

Mr. Ixarp. In the cze of petroleum, is it intended that if the pending commit~
tee bill becomes law that a new study and certification would be necessary?

Mr. MiLis. The answer is “no.”
I refer the gentleman specifically to the language on page 17, lines 15 to 17,
which he offered in the committee to guarantee that the answer would be No.

Do you agree with that statemont?

Secretary Durres. Yes, sir.

Senator Kerr (reading):

Mr. Irarp. Is it intended that when the imports of a natural resource are con-
trolled under the provisions of the national security section of the committee
bill, and with particular reference to petroleum, that such control should take
into consideration the importation of produets, derivatives, or residues of pet-
roleum so that these products and deritatives could not be imported in a way that
wo&ld (ﬁ}eumve’?xt the control of the imports of the basie natural resource?

r. Miurs, Yes,
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Do you agree with that answer?

Secretary Durnus, Yes, sir. -

Senator Kerr. Then he said clearly:

When a decision is taken to restrict imports in the interests of national security
i\‘i is our irgention that the decision be effective and not rendered ineffective by
circumvention,

Do you agree with that?

Secretary DurLes. Yes, sir.

Senator Kerr. You know, it was upon the representation of the
administration 3 years ago when this present bill was enacted that
with section 7 in the bill, action would be taken by the administration
to effectively hold the imports to a basis consistent with the principle
contained in the language of the bill.

Many of us, Mr. Secretary, felt that the actions taken by the admin-
istration were very late in coming and were inadequate, Is it your .
thought that with the amendment the bill now carries that the Con-
gress intends action to be taken and that the intent is even more clearly
expressed than it was in section 7 of the present act? :

Secretary DurLes. I think the amendment that you refer to gives
more ¥recxse and more positive guidelines than has been the case
heretofore, : .

Senator Kerr. And maybe in reality places an additional responsi-
bility on the administration beyond that contained in the language of
the present law.

Secretary Durues. I think it places a more clear responsibility. I
think we have sought to discharge our responsibilities. As you know, .
the situation was somewhat abnormal during part of this period as a
result of the Suez crisis and the sudden shifting of demands and then
8 sudden cessation of demands. .

It has not been easy to deal with. But I am convinced that we are
trying to deal with 1t, and that our sense of responsibility in that
re?pect will, if anything, be strengthened by the amendment that you
reier to.

Senator Kxrr. And by the purpose of the administration.

Secretary Durres, Yes, sir,

Senator Kerr. 1 would like to ask you this one further question as
to products.

Do you regard this bill, if enacted, to contain language which directs
the adyministrution to apply the program of restricting imports not
only to the crude oil but also to all of its products on a basis consistent
with the principles of the language?

Secretary Durnrs. It requires us to watch this situation to see
whether that is required with respect to not only petroleum but to
petroleum products,

Senator Krar. Now as I understand it, the program has been made
effective as to all products with about three exceptions. I think the
three exceptions are residual fuel oil, asphalts and what you call
bunker fuel that is kept in harbors and is actually not brought into
the country. It is kept there for the refueling of certain ships, I be-
live, carry foreign flags. :

Secretary DuLres. I think that is correct.

Senator Kerr. Would you regard this as placing upon you respons-
sibility to watch even thos2 imports to see that not even they were
permitted to get out of hand?

27628—88—pt, 13
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Secretary Durnus, Yes, sir.

Senator Kurr. Mr. Secrotary, I thank you very much for your
testimony. .

I appreciatoe your frankness and the clearness with which you have
responded.

ccretary Durnres. Thank you.

Thoe Cuairman, Senator Williams, .

Senator WinLiams. Mr. Secretary, as I understand it you interpret
the language of this bill to require the administration to use import
quotas whenever necessary as regards the petroleum industry, is that
correct? ,

Secretary Durnrus. Would the Senator repeat his question?

Senator Wmnniams. I was trying to reaflirm what you said. It is
my understanding that the language of this bill more or less carries
iustructions to the administration to use import quotas on the petro-
leum industry or products if necessary, at any time, is that correct?

Seceretary Dunuus, The legislation i1s not absolutely mandatory in
that respect, but it certainly-——

Senator Winniams. It would place an obligation upon you to do
that.

Senator Kurr. If necessary.

Sceretary Dunnes. An obligation to do it if necessary, yes.

Senator Winniams. My next question is does that language restrict
you to petroleum products only or is that applicable to all other prod-
ucts that are produced by American industry?

Seeretary Dunres. It is not limited to just petroleum produets but
other extractive goods.

Senator WiLLiams. And you would interpret that same language to
cover any product produced in America irrespeetive of its connection
with petroleum?

Seerctary DuLLes, Yes, sir,

Senator Wirriams. Or anything else?

Secretary DuLrus. Yes, sir,

Senator WiLtiams. No other questions.

The Cuairman. Senator Frear,

Senator Frear. Mr. Secretary, I well remember the few short
months that we served togother in the Senate several years ago, and
since that time you have gone farther and higher and traveled many
ﬁl&ces around the world, and of course, we are still struggling along

cre. :

Secretary DurLes. Senator, can I say that I am not sure that there
is anything that is much higher than being a Senator, and occasionally
when some People call me Senator Dulles, I just swell with pride.

Senator Frear. You know that makes me feel mighty good. Dur-
ing the last few months I have had the feeling that I'd wake up some
morning to find that the President had delegated the Secretary of
State to take off from Cape Canaveral for a diplomatic mission to
the moon. Seriously, I admire your fortitude, Mr. Secretary.

Secretary DurLrrs. Thank you.

Senator Frear. In your statement a fow moments ago you said,
“We have used only a very small portion of the authority granted by
Congress.” Why do you think then that you need additional
authority? :
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Secretary Durnis. The additional authority is required because
of the fact that if we find an aren where it is mutually advantageous
to reduce, we may have to reduce more in that particular area than
is now authorized by the law,

Senator Frear. You mean a greator percentage in a given poriod of
time.

Secretary Durnus. No, in respect to particular product. You see,
Senator, we had, I think, for the last 3 years, did we not, 15 percent
reduction.

Senator Frear, Yes,

Secretary DuLius. Now it is not possible to have a 15-percent
reduction across the board basically for two reasons. One is that we
arc stopped by peril points and the other is that wo cannot get an
adequate quid pro quo, so that the points where you can have a nego-
tiating area arc quite restricted.

If you do ﬁnd1 those arcas, you may have to cut deeper in that
particular area than would be authorized by the present authority.

Senator Frear. 1 think I understood what you said but I am not
quite sure that there isn’t in present authorify that which you are
sceking and that which you just said.

However, 1 shall take your word for it if you say that you cannot,
I was under the impression that with certain restrictions, however,
you could act independently of one country, with one country
or with one product to a greater degree than if:y it was 5 percent or a
total of 25 percent,

Secretary DuLLes. No.

As 1 understand it you cannot cut any one product below the stipu-
lated percentage, and I should point out of course that the authority
unless renewed expires on June 30.

Senator Frear. Yes, sir.

Then of course that brings up the very simple question would you
not approve of a simple extension rather than making it permanent?

Secretary Durnes. A simple what?

Senator Fruar. Txtension.

Secretary DurLes. A simple extension? )

Senator Frear. Yes, extend it for 1, 2, or 3 yéars instead of the 5.

Secretary Duries. I have given good reasons 1 think, Senator,
why we think we do need an extension for more than 1 or 2 years.

Senator Fruar. Yes, and that I gathered was for the permanency
of the thinking of other countries, not too much on our own thinking,
because 1 have always thought that you and the people around you
were capable of doing the thinking for us and we do hot have to have
that long period to think. But is that really your basis, so that they
can have a longer period on which to judge and say, “We are not
going to back out on any agreement within the next 24 hours, or
anything like that’’?

Secretary DuLLrs. There is a general reason which I gave and a
particular reason.

The general rcason is that we feel that this broad policy has suffi-
ciently demonstrated its worth over the past 24 years that it justifies
a longer extension and not creating at such rapid intervals the period
of doubt and uncertainty which leads other countries to wonder what
we are going to do and perhaps to search for alternatives to trading
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with tho United States, because the principal alternative to trading
with the United States is trading with the Soviet Union.

The second is the particular reason in relation to this so-called
Common Market in Europe,

Scnator Fruar, And I interpret that to mean that the countries.

with whom we deal have lessened their confidence in the United
States in their operations,

Secretary DurLes, They do not have confidence in the trade policies
of the United States unless the basis for that confidence is created by
the Congress.

Senator Frrar. Yes, and I am glad to hear you say that.

Secretary Duires. If the Congress creates lack of confidence, there
is no way we can restore it.

Senator Fruar. Of course I recognize the fact that the administra-
tive branch carriers qut the policies and principles and thinking of the
legislative branch in this, but then I can suy the same thing regarding
the legislative branch. Do you think it would impair our position
with the countries abroad if we extended this for a shorter period of
time than 5 years? ’

Secretary DurLes. Yes, sir,

Senator Frear. You do?

Secretary Duries. No doubt about it.

Senator Fruar. Suppose the Congress expressed a different opinion.
Would you be willing to abide by their decision?

Secretary DurLes. Certainly.

b Senator Fruar. And how serious a handicap do you think it would
e?

Secretary Durnes. I think it would be serious. I cannot read the
future, but I would certainly say it would be serious.

Senator FrEAr. You said in your prepared statement, and I quote:

1 believe that most people in this country look upon the program as continuing
and permanent and it would in my mind be unthinkable to discontinue it.

Are you saying, Mr. Secretary, that it is your proposal and that of
the administration that this should be made permanent?

Secretary DurLus. No, sir.  'We propose that it be renewed for 5

0ars.
Y Senator Frear. Yes, sir, but that does not just quite gibe with
your statement.

Secretary Durres. One is & statecment of my own views and my
opinion.

Senator Frear. Yes, I recognize that,

Secretary DuLLes. At the end of 5 years it will be renewed again.

hSenator Frear. Then you and the President may not agree on
this?

Secretary DurLes. I think we do agree.

Senator Frear. Is it his opinion then? Does he beliove the same
as you do according to that statement?

ecrotary DuLLes. The President believes, I think as strongly as T
do and perhaps more strongly than I do that the policies represented
by this act are sound and should be a permanent part of our foreign-

trade structure. , ) i i
Senator Frear. Then as far as this committee is concerned, you

could have said it is the belief of the administration instead of making

it personal?
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Secretary Duwies. I think so, yes, sir.

Senator Frear. Do you have any serious objections to the removal
of section 67 :

Secretary DuLies. That was not in the bill which the administra~
tion originally sought.

Senator Frear. That is right.

If it is removed would you have serious objection?

Secrctary Duires. We have indicated now that it is acceptable to
us, and I think that it would probably not be in the intcrests of the
legislation to remove it.

Senator Frear. 1 am just trying to get the degree of seriousness
from you, Mr. Secretary, that is all.

I mean how formidable is this, expressing it in degrees of serious-
ness? Js it serious or not?

Secretary Durres. Is what serious?

Senator Frear, The removal of the section. How serious would
you consider it to be if section 6 were removed?

Secretary DuLLes. I would not want to express an opinion about
that because that requires a judgnmient about the legislative position
in the House which I do not %eel I am competent to render.

Senator Frear. I know, but we need your judgment here, sir. I do
not want to press you too far, but I am doing my best to.

Secretary DuLres. I am deli%hted to give my judgment about
matters that I know about, but I am not an expert judge about the
leglislativc climate here in the Congress.

have to work on other matters than that, and to ask me for an
expert opinion as to what I think the impact would be upon the House
of taking out a provigion which they have overwhelmingly adopted and
wglich the administration agreed to, that I have no expert opinion
about.

Senator Frear. Do you want to just make a simple “Yes” or “No”’
statement as to whether you have any serious objection to the removal
of soction 6?

Sceretary Dunnes. I would not want to make a “Yes” or ‘“No”’
answer to that because that deals with afield as to which I do not feel
competent or qualified to speak for the administration.

I said on coming here that I came here primarily to speak about the
foreign policy aspects of this Jegislation.

You are going to have the Secretary of Commerce here this after-
noon I guess and others who are more familiar than I am with the
domestic aspects of it.

Senator F'rear. That is true, Mr. Secretary, but you know these
people have a lot of respect for what you say.

Secretary DuLLes. I think if they have respect for me it is because
I try to take care of my own knitting and I do not get into things 1
do not know about.

hSenator Frear. That is & wonderful policy, and I admire you for
that.

However, then do you want to venture to say that this section 6
is & good proposal?

Secretary DuLres. I do not want to speak to that at all, Senator.
You can get other people who are far more qualified than I am to
speak to that.
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Senator Fukar. Thank yon, Mre. Secretary. That is all, Mr,
Chairman,

The Cuameman. Mr, Socretary, 1 was very much interestod in the
responses you made to Senator Kore and Sehator Willinms as to the
aren of importations you would regard as dangerous to national
defonso.

Secrotary Dunrus. Where is thet?

Senator K. Under section 7, I beliove, of the act of 1055.

The Cuamrman, An aimendment relative to this subjoet was in-
serted by the Senate Financo Committoe T think 3 years ago.

Soeceotary Dunnue. Three yoars agoe the soetion road:

* % * hag resason to heliove that avy arbiele is boing imported into the Unitod
Btates In such quantities as to thronten Lo impair the national seourity.

The Cuareman. What [ wanted to got from you is, what articles
would be included in that definition?

In other words, what importations would throaten the national
security?

Secrotary DuLuks, I think you aro going 1o have other people
more qualifiod than I am to testify on that particular point,

There are a numboer of commoditics, petrolewm and potroloum
products is cortainly one, the other essential metals, load, zine, and
the like, are those that come immediately to my mind.

There are undoubtedly quito & mass of others, but the QDM would
be able to advise you aboat that much better than T could.

My advico would only be casual as things come to my sttontion.

The Cuarrman, The amendmeoent was adopted 3 years ago. Has
there been any investigation as to importations that would impair
national security?

Secrotary Durnus, Yes, sevoral,

Tho Cuarrman, Could you give s list of thom, and explain why nro
action has been taken, Ilas any action been taken under this section
except on & voluntary basis?

Secretary Durres, Action has been taken on what you might call a
semivoluntary basis with respoct to petroloum, for example.

The Cuarrman. There has been no mandatory enforcement of re-
duction in these importations; has thore?

Secretary Duries. You are speaking now about potroleum?

The Cuaizman. I am speaking of anything under that section,

I would like to know whether we have taken any action to reduce
these imports?

Secretary DuLLes. Yes, sir.

The Cuarxman, What were they?

Secretary DuiLes. Petroleum.

The Crarrman. That was voluntary; was it not?

Secretary DutLes. The quotas were accepted voluntarily by the
companies.

The Crairman. Were those quotas carried out?

Secretary DuiLes. Yes, sir. ‘

The CrairMan. There has been complaint made to me that they
were not carried out. _

Secretary DuLLes. The quotas were designed to reduce the imports
to & given percentage of out total production, and actually the imports
as I understand it are even less than what was sought by those
regulations.
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The Cramman. T think the committee would like to have, Mr,
Secrctary, the articles that in the judgment of the Director of the
Defense Mobilization come in.the aren of those things imported
which would impair national socurity.

14 is not only oil, s it?

Secrotary Duntes, No, no, »

The Cramman, There must be o good many other things,

Secretary Dunniss. Many other things. I am sure the Director of
the Office of Doefense Mobilization would be glad to furnish information
on that sabject,

The Cramrman. But offhand you can think of ouly three, oil, lead,
and zine; is that it? '

Seeretary Duvnxs. No; there are a number of others,

For example, here 1 just happen to have a fow things which illustrate
the scope of this thing,

Petroloum, fluorspar, watches, dental burrs, photograph shutters
atoneil silk, wooden boats, fine mesh wire cloth, thermometers, woo
felt; those are all things on which there had either been hearings or
projected hearings and in some cases the application has been with-
drawn, cordage, wool fabrics, jowsled watches,

Sonator Long. Cordago was withdrawn, was it not, Mr. Secretary,
if I may just interrupt?

Quite a few of those which you are listing were not decided-——

Secretary Duries. That i right, they were withdrawn, All I
am saying is I give that list to indicate the potential scope of this,
the very broad scope of this section.

Senator Wivriams. As I understood the answer to my question
the scope is alinost unlimited as to this?

Secretary During. That is correct. Whenever there is any article,
the excessive importation of which is deemed to affect detrimentally
the national security, then this section can be invoked.

Senator Wizurams. It is my understanding that it is not necossarily
confined to articles extracted from the soil but it could be any article
manufactured or otherwise.

Secretary DuLLes. That is correct. T perhaps carelessly used the
word “extracted’’ because we were thinking about petroleum products,
but actuall{ it is anything.

Senator Wirriams. That was my understanding of it.

The Cuammman. Who makes that decision as to whether national
security would be impaired?

Secretary Duries. The President on the advice of the Director of
the Office of Defense Mobilization.

The Crairman. I assumne you will furnish the committee a list of
those articles that in the judgment of the Office of Defense Mobili-
zation could be classified as the imports which would affect national
security.

. Secretary DurLzs. I think, Senator, that would be an extremely
difficult thing to give an all-embracive list, because there are s¢ many
things which do affect the national security that you would have to
make a list almost as long ag—— .

The Cuairman, Teake textiles. Would the importation of textiles
affect the national security? .

Secretary Duries. I can conceive of certain chances where it might,
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I do not think it doos at the present time. ‘That is one of the reasons
why it is not casy to submit a list, because in the last analysis almost
overything contributes to some extent to the national security.

You have got to have uniforms for your soldiers, and I suppose
that if importg—-—

Senator Kurgr, Parachutes. .

Socretary Duruis. Wore of such a character that you would not
possess within your own country the capacity to make uniforms for
your scldiers, then you would put it on the list, This is not anything
which is static.

The CuairmMan, What about chemicals? .

Secretary DurLes. There again you can have a situation I am quite
sure where the importations might theorctically destroy our capacity
lt.o have certain essontial chemicals. If so, then they would go on the
ist.

Senator Kurr. If we should get to the point where we had a great
population be%rond that which we could feed ourselves and get an
importation of food that then climbed beyond the requirements to
the point where it might impair the ability of our domestic producers
to do the utmost that they could for it, it might even go that far;
could it not?

Secrotary Durius. Yes; I think those are rather theoretical condi-
tions given tho fact that our present problem is how to get rid of our
surplus food, but as you point out, thooretically you could develop
I suppose, a dependency us)on foreign food imports which would be
dangerous, but that is highly theoretical at the present time. We
have still got Senator Byrg’s apples to live off of.

The CuamrmaN. I wish we could export some of these apples.
We would like all of the information, Mr, Secretary, you can give us
as to what areas this would cover or could cover. 1 think this is quite
important in the consideration of this bill,

socretary Duries. I think the peril point works pretty well.

The CuairmaN, It works pretty well in some cases, but the Presi-
dent has not approved the recommendations of the Tariff Commission.

Secretary Dulles. I think perhaps you refer to the escape clause
but not the peril point.

The CuarrMan. Either one.

Would you furnish a list to the committee of all the actions taken
under the escape clause and the peril point?

(The materal referred to was subsequently submitted for the
record as follows:)

TERMINATION OF TiR4ADE AGRREMENTS

The bilateral trade agreements are all subject to termination on 6 months’
notice by either party. A country party to the General Agreement on Tariffs
and Trade may, under definitive application of the agreement, withdraw on 6
months’ notice. However, ths agreement is currently being applied by the
United States on a ?rovisional basis and the United States could, accordingly,
withdraw on 60 days’ notice. ‘
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PRESIDENTS ACTION ON BBCAPE-CLAUSH REPORTS SENT TO THE FRESIDENT BY THB
TARIFY COMMISHION

1. In 25 cases, the Tariff Commission has decided in favor of escape-clause
nction. These cases and the President’s disposition of each are shown below:

Cugo Rocommendation of Tarift Prestdent’s nctlon
Comomisston

Women's fur felt hats and hat bodles........| Modify tariff concession..... Aowlpwcl.
Hobtors’ fur. .o carcncinennn -0, . Do

0,

Acoopted.

Tobacco pipes snd bowld. ... Rojected.

SHK BORIVO8B.a e m e vnmmanmnaan e Do,

Bolssors and sBoars. . ...ovuunvunnoons 0 Do,

Ground-fish fillets szd tnvostigation) Do, '

Tond and zino (18t investigation) . .cccucennnfenuos [ TR -.--| Rejoctad but d
othor remedy,

Alsike clover seed. . ...ccuaue ane Accepted in part.
Watchos (2d investigation). pted.
Bloyeles (2d tnvestigation). \ceopt : in part,

Farroeorimmn. ............. - i
Linen towolng.....oeeienminiaaiecuiannac)ennan do. Acoepted.
Groundfish ..| Modity tariff concession.....| Rejected but announced al«
te%mtlvo remedy.
0.
O 1 Rajocted.
Do.

Accepted.
..... 0 Acoepted in part.
‘Withdrawas! of concession...| Refected but announced

other remedy,
Modify tariff concession.... Askectil supplomental infor-
mation.
...| Withdrawal of concession...| Acoepted.
Lead and zino (2d investigation).ueeeeeae.a. Modify concession Sevcn Suspended action pending
division as to remedies), congressional consideration
of alternative romedy.

2. In five cases, the Tariff Commission divided evenly on the question whether
serious injury was caused or threatened. These reports were sent to the Presi-
dent, who broke the tie in each case by voting with the group which found no
ground for action. These cases are:

Handmade blown plassware

Evié}rh:lg clothespins (third investigation)
ood screws (third investigation)

Fluorspar (second investigation)

Para-aminosalicylic acid

8. President’s action on peril-point findings: Peril-point investigations have
been made and transmitted to the President on all articles considered for possible
tariff concession in negotiations carried out at times when this procedure was in
effect for trade-agreement operations. No agreement concluded while i)eril-
point legislation was in effect has contained any concession making effective a
rate below a peril point found by the Tarif Commission.

In the supplemental negotiations with Venezuela in 1952, when the President
did not have authority to break ties by his vote, a concession was granted on
petroleum in a case in which the Commission divided evenly in its finding. The
details of this action were reported to the Congress at that time. In addition
it may be noted that in the 1956 tariff negotiations, the Tariff Commission found
that existing duties on three items were inadequate to avoid serious injury, and
the President was successful in negotiating only one of the three proposed in-
creases, A report was also transmitted to the Congress concerning the other
two, namely certain tungsten alloys and violins and violas.

Secretary DuLres. Yes, sir.
; Tllll‘? Cuairman. Have it show what the President has done and so
ort
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Secretary DuLres. Yes.

The CuairMaN. And other information we would like to have is
copies of the agreements that have been made with these forty-odd
nations, showing expiration dates and so forth.

Secretary DuLLes. Yes,

(The material referred to has been supplied to the committee and is
retained in the committee files.)

The CHAIRMAN. Senator Flanders?

Senator Franpers. Mr. Secretary, your statement was & ver
adequate statement it seems to me of the importance of reciprocal-
trade treaties from the international standpoint, and its importance
is one which I think I have recognized over the years.

I do a this moment find particular interest in the paragraph at the
foot of page 6 from your statement. I will read it;

Why then should we insist upon the reargumentation of its merits every 3
years or oftener and lead our friends abroad to fear we may suddenly reverse our
trade policy? The Trade Agrecements Act has become & symbol around which
other free world countries develop their trade policies and make their plans,

Greater stability in our program would certainly mean greater stability in
their programs,

Can there be any doubt that such stability would benefit us all.

Now that last question is one which raises some questions in my mind,
You would want to be sure, would you not, that reciprocal-trade poli-
cies which have been followed and which this extension of the law will
germit us to follow are helpful to the internal prosperity of the United

tates. That is in your mind?

Secretary Dunies. Yes, sir.

Senator Franpers. As well as the support of our foreign relations,

Secretary DuLres. I think that one has to take into account ob-
viously both the impact of this upon our foreign relations and also
upon our domestic economy.

Senator Franpgrs. May I say that I have become disturbed in the
last year or so with what seemed to mo to be increasing problems
toward which our reciprocal-trade policies are leading us. % expressed
this in & memorandum of May 12 to Secretary Weceks; a memorandum
giving a series of questions, Co

I am going to talk with him in detail about that, but there are one
or two points in it to which I would like to refer at the present time, .
and for that purpose I am passing a copy over to you. Our clerk lere
has other copies to pass to others as well.

(The document reforred to follows:)

MEMORANDUM
Mavy 12, 1958.

To: Hon. Sinclair Weeks, Secretary of Commerce,
From: Senator Ralph E. Flanders.
Subject: Administration trade policy. .

The administration has not made its case for a 5-year extension of the recip-
rocal-trade treaties on the basis of its present practices in negotiation. The
theory of the advantages of reciprocal trade is baged on free trade theory which
was perhaps most authoritatively develored by Professor Tausig of Harvard in
the 1920’s. His classical development of that theory was logical for the condi-
tions then existing, Those conditions no longer exist and a new examination of
trade policy is required.

Among others the following changes have taken glace:

1. Professor Tausig assumed that the gold standard was in active effect with
tendency automatienlly to keep the price levels of the commercial nations within
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hounds. The gold standurd has gone out of existence and there is no automatic
price stabilizer,

2. The assumption was made that when the United States makes purchases
sbroad, the dollars paid for the purchase have no ultimate value except as they
return here 1o purchase American goods or gervices. This is no longer strietly
true since dollar balances rather than gold balances are now the accepted reserves
for giving financial stability to other nations. There is therefore a tendency to
retain dollars instead of sending them hack to the United States for purchases.

8. There was assumed an elasticity in prices which would take place in such a
way as to bring price levels into balance. That elasticity no longer exists. The
wage-price inflationary spiral is inflexibly without downward movement, and
seemsg to be uncontrollable in the upward movement. Our economy is thus
getting progressively out of balance with the price level of the rest of the world.
American products are being priced out of the international market, and the
range of goods in which we can effectively compete is narrowing {vear by year.

4. Another new fuctor is the increasing exportability of American know-how
equipment, and capital, To the extent that this was done under the Marshall
}:lun, it had the highly successful effeet of restoring the economies of the Western

duropean nations. It had a side effect of incrcasin% the effectiveness of European
competition. Its present effect is to expand our investment abroad so that we
can compete in world markets by manufacturing at lower wage rates abroad and
thus lregain lost markets from which we have been priced out by our wage-price
spiral.

5. We will have to make a new examination of our policy of meeting destruciive
competition from abroad by raising tariffs and not by establishing quotas. There
are commaodities in which oriental competition is 80 severe that raising tariffs
to protect our own industries shuts out the competition of European countries
which we are, or should be, willing to meet. We have gone halfway toward
employing quotas for protection by negotiating them ag voluntary restraints on
the part of oriental competitors. We may find it necessary to impose where we
caiinot negotiate,

The above list of changes in the conditions on which classical free-trade theory
was based make it evident that we cannot continue without a reexamination of
}hl(l buses of our policy. Among the lines of study which I would suggest are the
ollowing:

(@) Bome caleulation as to the number of labor hours lost by importing goods
instead of manufacturing them, to set against the only figure now offered, which
is the labor hours presently employed on exported goods. This latter ﬁgure is
meaningless without its offset.

(0) Examination of the desirability of basing our trade policy on desired imports,
with export business sufficient to pay for them and for exported capital and etquip-
ment for our investments abroad.

(¢) An examination of the wisdom of our supporting economic areas consisting
of nations with resources and industries which on the whole tend to eomplement
each other. An example is the contemplated common-market area in Western
Furope.  Another example (which T believe to be economically sound) is the
“greater eastern Asian coprosperity sphere” which the Janapanese sought most
unfortunately to put into effect by force of arms, Our own economic area might
well include Canada and a large part of South America. In all these groups and
others which might be considered, there is a common interest which leads to.
mutbual groﬁts rather than to economie disruption.

(d) There should also be an examination of the effect of tariff reductions under
the reciprocal-trade treaties on small and local industries. We have to ask our-
selves the question whether if that effect is severe we are prepared to discriminate
against them and in favor of large corporations with varied produets which can
more easily adapt themselves to handicaps in the marketing of particular products,
which consitute but a small percentage of their business,

(¢) We should consider whether continued adherence to the classical theories
involves, or can be detached from, the necessity for building up the rest of the
world while our own economic strength goes down. Can we so manage our policy
that the world strength goes up as ours goes up rather than the reverse? The
administration has a very serious respousibility in deciding which of our industries
shall continue and which shall be marked for more severe and perhaps fatal
competition. Thig is the more scrious as it becomes evident that few of our
industries will be safe if the wage-price spiral continues.

1 therefore progose first that the reciprocal-trade treaties be continued for
3 years only, not 3.
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T propose secondly that this oxtension be granted in consideration of {the
appointment of a commission which shall examine in detail the questions I am
raising in this memorandum and any other pertinent questions which may bo
developed, and that said Commission shall be required to report its findings to
the Congress in January of 1960, well in advance of the timoe when the renewal
of the reciprocal-trade treaties again comes before the Congress.

1t scarcely needs to be said that the existing treaties will remain in effeet unless
abrogated, whether or not the reciprocal-trade legislation is extended. Tt is
necessary to say this, however, because much popular support of the existing
law is based on the assumption that otherwise we “will go back to the Smoot-
Hawley Tariff.,’’ This is, of course, not true and the sentiment for reciprocal
trade should not have to be supported by any such assumptions.

Meanwhile, it is to be hoped that the administration will concentrate its
negotiations (iuring the 2-youar extension on those products and commodities now
oarrying a high rate of tariff, rather than making further reductions in the low-
tarif¥ products which meet severe foreign competition,

(The Secretary of Commerce subscquently forwarded to the com-
mittee for insertion in the record his reply to Senator Flanders’
memorandum of May 12:)

Hon. Ranru E. FLANDERS,
United States Senate,
Washington, D. C.

DeAR SpnaTor Franbpers: I have given considerable thought to your May
12 memorandum on trade policy. Several of he questions you raise are quite
complex, and I think it would be best for me to give you my reaction on a point-
by-point basis in order of presentation in your memorandum.

1. The economic basis of the program is the sound concept of comparative
advantage, which does not presuppose any particular mechanism of adjustments
to international disequilibria, such as the gold standard, but merely presupposes
the existence, in one or both areas involved in trade transactions, of differences—
for whatever reasons-—in comparative costs of producing various goods and serv-
ices. In essonce, the program is simply an application to international trans-
actions of the basic free-enterprise principles on which we rely so heavily for
successful operation of the domestic economy.

Neither the nature of Professor Taussig’s assumptions regarding the gold stand-
ard nor the fact that the gold standard has long since passed from the scene is
ﬁ’ermane to consideration of the trade-agreements program. After all, the first

rade Agreements Act was not passed until after all of the major trading nations,
including the United States, had abandoned the old gold standard. he gold-
standard mechanism of adjustments to international disequilibria played no part
whatever in the rationale of the original trade-agreements legislation, nor in that
of the successive extensions of the act during the past two decades.

he assumption that dollars paid for purchase of foreign goods have no
ultimate value except as potential claims upon American goods or services is not
invalidated by the increased importance of dollar balances as international reserves,
nor by the tendency in recent years for foreign countries to enlarge their holdings
of liquid dollar assets. On the contrary, the value of dollars as international
reserves fundamentally rests precisely on their ultimate value for procurement of
United States foods or services. The tendency of foreign countries to expand
their dollar holdings has been in part merely a matter of restoring—with due
sllowance for expansion of trade levels-—reserves depleted during the war and
early postwar reconstruction periods. Apart from that, it is a natural conse-
quence of the relatively new role of the United States as a major international
banker—a reflection of the vast sums which United States private businesses and
the United States Government have invested abroad. It is inevitable and nor-
mal for large liquid balances to be held in a major international creditor country
by residents of other countries, and for these holdings—to a considerable extent
in thé nature of working balances—to tend toward growth with the growth in
levels of trade and of the creditor’s foreign investments.

‘Che existence of such a tendency does not imply that dollars paid out by the
United States will not continue to be spent here. Given basic propensities for
current spending and for additions to reserves by foreign countries, it remains as
true as ever that marginal increments in douar payments by the United States
result in roughly commensurate increments in foreign purchases of United States
goods and services, and that inhibition of dollar payments results in corresponding
limitation of foreign purchases here.
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Jonvertibility and multilateral balancing of accounts is not a new factor in
international trade, It has always been axiomatic that the amounts of goods and
wervices which we can sell ubro:u{ are correlated with—and except over relatively
short intorludes, limited by—the smounts of goods and services which we buy
from the rest of the world plus the amounts which we invest abroad or otherwise
transfer to foreign countries, either privately or governmentally. This proposi-
tion, which lics at the heart of our trade-agrecements policy, is sometimes obscure
to those who limit themselves to fragmentary views or piccemeal observations
regarding particular commoditics, individusl countries or arcas, andjor brief
poriods of time; but the fact that a balance of receipts and expenditures does not
necessarily hold in transactions with any one¢ country at any time, or with the
world as a whole (apart from changes in foreign holdings of dollar assets) over
short intervals, does not make the global limitation of our foreign sales potential
by our total foreign payments any less real,

This is not a merely theoretical proposition. It is thoroughly confirmed by
empirical experience, us is evident to anyone who studies the long-term history of
the United States international balance of payments, In the nearly four decades
from 1919 through 1957, the United States made payments to foreign countries
and international institutions totaling, according to the official estimates, $445
billion, This figurc includes, of course, our net private investment abroad, private
remittances, and Government grants and loaus, us well as all our purchases of
{oreign goods and services. During the same 39 years, cumulative United States
receipts from sales of goods. and services to foreign countries, together with
statistical errors and omisgions nggrg[gating $6% billion, were $443 billion, or 99.4
percent of all the dollars paid out.  The resultant net increase over these decades
in foreign holdings of gold and dollar assets (including long-term investments by
forcigners here, as well as liguid dollar balances) was just about $2'4 billion, or less
than 0.0 percent of the totuf

In the fuce of these figures, it would be difficult to suggest that the dollars we
spent abroad have no potent tendency to rebound to the benefit of our exportin
industries. The contrary is perfeetly clear in the record. Over nearly four ful
deeades, they have returned virtually dollar for dolar to the benefit of United
States export industries and no valid reasons have been advanced for doubt that
the same strong tendency will prevail in the future,

However, the impression should not be left that it is only in the very long run
that our export sales are closely correlated with our payments to foreign countries.
While the trends can, of course, diverge temporarily because of the possibilities
of liquidation, replenishment, or expansion of foreign dollar holdings, United
States exports 0f goods and services are nevertheless highly responsive to changes
in the level of our payments to the rest of the world, even over periods of a very
few years. This is brought out in the attached chart, depicting total international
payments and receipts of the United States (except changes in foreign gold and
dollar asset holdings) annually since 1919,

The chart speaks for itself, It is difficult to imagine two more closely correlated
series of economio statistics. With but 3 or 4 exceptions, of which the year 1950
is the only notable case, even year-to-year changes in United States receipts
have consistently followed the direction of changes in total United States payments
to foreign countries, :

3. It may be true that an inoxorable long-term upward trend in price levels
now prevails (though this is certainly not beyond the control of monetary and
fiscal policy, if sufficient priority and public support is given to that objective).
However, such a tendency certainly is not peculiar to the United States alone.
Hence, it does not foliow that ‘‘our economy is thus getting progressively out of
balance with the price level of the rest of the world.”

On the contrary, price increases have been greater in most other eountries than
in the United States during most of the period since World War II. This is
illustrated, for the years 1950 through 1957, by the attached tabulation of both
wholesale and consumer price indexes for the United States and nine other leading
industrial countries.

hese figures, taken primarily from statistical !)ublic.at,ions of the United
Nations, show that wholesale prices have risen considerably more since 1950 in
France, 8weden, the United Kingdom, and Japan, and somewhat more in Ger-
many and the Netherlands, than in the United States. The average change in
wholesale prices since 1950 in Belgium, Ttaly, and Switzerland has been about the
same as that in the United States.

Over the same period, the cost-of-living indexes for France, Italy, Sweden, the
United Kingdom, and Japan have all risen considerably more sharply than has
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the consumer price index for the United States, and that for the Netherlands has
risen somewhat more sharply. The indexes for helgium and Germany have shown
changes roughly parallel to our own while that for Switzerland has risen slightly
leas than ours.

Generally speaking, then, the evidence shows that if the United States price
level is ‘‘getting progressively out of line,” it is lagging below the “line” rather
than olimbing above it. As a matter of fact, reputable foreign theoreticians have
so interpreted the situation, and have been very seriously worried about the
possible long-run inability of their economies to meet United States competition,
. The assertion that “the range of goods in which we can effectively compete
is narrowing year by yéar”’ does not seem to be supported by any evidence.
There is, of course, & constant shifting of competitive conditions in international
markets; but the volume of %oods supplied to them by the United Btates in the
past two years has been the largest in history, and this record volume--far from
comprising & narrower range of products—appears to have been more highly
diversified than ever before. : R

4, The suggestion that growth of United States investment abroad has stommed
iul}iportantl{) rom an effort to “regain lost markets from which we have been
s ced out by our wage-price spiral” is fallacious. As noted under item 3, above

he wage-price spiral in the United States has actually been less steeply upward
than in most of the countries which constitute our principal competitors in world
markets for manufactured goods. The reasons for expansion of various types of
United States foreign investments are numerous and complex, but they obviously
do not include the one alleged here.

8. In contemplating the use of quotas as an expedient 1o protect certain
industries against abrupt or severe dislocations which might result from increased
imports, we must always remember that they have many disadvantages.

hen quotas are applied on some Eroducts it is difficult to reject their use on
others. Furthermore, once a quota has been adopted it is usually necessary to
allocate shares among different supplying countries and among different importers.
1t is also necessary to keep these quota operations under constant surveillance
and to police them to prevent transshipment and other evasions. Thus Govern-
ment intefvention, once initiated, tends to feed on itself, constantly sprca.din%
through day-to-day business opcrations, further curtailing the automatic marke

adjustments of competition.

’ uantitative import restrictions are especially hard on small businesses which
have difficulty finanecing large inventories from quota period to quota period.

Any general resort to quotas on the part of the United States would weaken
our current efforts to reduce foreign quantitative restrictions against our own
exports, Actually the United States has been the greatest victim of quotas and
stands to gain the most from progress in their abolition. As a large exporter
and an efficient producer of products wanted by other countries, we have more to
gain by avoiding quotas and more to los¢ by any action on our part which en-
courages their greater use throughout the world.

(a) The attached extract from a Labor Department study gives an estimate
(in the nature of an outside order-of-magnitude limit) of the number of United
States jobs “lost” in 1956 by importing dutiable (;lzoods instead of producing them-—
the number “lost”’ or “displaced’’ being computed as the number of fulltime workers
who would have been required to produce the equivalent of dutiable imports, on the
assumption that all of them could have been made by American workers, The
Labor Deépartment study goes on to explain some of the reasons why the rough
estimate given—*“approximately 1 million’’—is “obviously much too high.” In
addition, it may be noted that a similar estimate covering only dutiable manu-
factured goods would be considerably lower, while one covering duty-free goods
as well as dutiable merchandise might be much hi%her, even without going to such
ridiculous extremes as computing, for example, the numbers of workers required
to produce our supply of coffee by hothouse methods.

"The notion that the available estimate of man-ycars utilized in produacin
exported goods and related services is ‘“meaningless without its offset” is not we!
founded. In the case of export employment, the estimators—despite difficult
statistioal problems—can deal with a clear and straightforward concept of em-
ployment actualg utilized in producing certain valies which were definitely
created by the United States economy. Any attempt to compute man-years
“lost’’ through imports, on the other hand, not only encounters equal or greater
difficuities of a statistical nature, but must be predicated upon purely hypothetical
congepts regarding situations which might prevail in an entirely different economio
world. 8o many speculative judgments must be pyramided in this process that
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fihe t;?eaningfulness of any general estimate of this kind is open to the gravest
oubts.

(b) If our trade policy were to be based upon “desired imports,” who would
decide what were the ‘“‘desired imports”? In a free enterprise economy, such
decisions are normallK made by the market place. Deciding by Government
fint, vhat imports might be ‘‘desirable” would run counter to the principles under
which our dynamic economy has prospered in the past.

(¢) In tho referenoes to suplport for “economic aress consisting of nations with
resources and industries which on the whole tend to complement each other,” it
is not at all clear what concept of an economic area is envisioned, nor what is
meant by “our supporting” any such area. With regard to complementarity of
the component nations’ economies, the situation of the six common-market coun-
tries i certainly radioally different from that of the Far Eastern ares mentioned,
or of the Western Hemisphere group.

Indeed, the necessity for elaborate arrangements to bring the common market
into existence is a reflection of the fact that what is involved is the integration of
broadly similar economies, rather than mere formalization of closely complemen-
tary economic relationships which would prevail, generally speaking, in any event.
Contrastingly, relationships among the Western Hemisphere and Far Eastern
countries, respectively, tend to be essentially of the latter type. In each of these
areas, the grounds for trade between a predominant industrial nation, on the one
band, and a group of countrics exporting chiefly primary products, en the other
are 80 overwhelming that no special economic integration measures are requirefi
to promote the trade in question. The degree to which such trade is likely to be
inhibited by narrowly nationalistic economie policies is minimal as compared with
the degree of limitation inherent in corresPonding' rolicies in Western Europe.
Under these circumstances, arrangements along the lines of the common market
would not offer anything like tho same prospect that they do in Western Europe
of bringing about fundamental changes in the character of the trade and the
economic productivity of the areas involved.

(d) Sinee there is no compilation of United States foreign trade statistics ac~
cording to size of the trading firins or of the domesti¢ firms affeeted by ecompetitive
imports, it is impossible to make any factually based analysis of the effects of past
tariff reductions on enterprises of any given size. 1! is worth noting, however,
that size has not been a criterion for determination of peril point or esgape clause
findings in the past, nor is il a criterion in the administration’s pending bill. 8ince
that bill econtains fully adequate safeguards for domestic industries, regardless of
size, the question of possible discrimination agaiust small or local industries in
favor of large corporations simply does not arise.

(e) In all probability, the economic strength of the United States and that of
the rest of the free world will rise or fall together. United States commercial
policies tending to weaken our friends economically will tend to weaken us, too,
and polieies which truly strengthen our own economy as & whole will fortunately
contribute also to the strength of our friends abroad.

Under the pending Trade Agreements bill, there is no possibility of “deciding
which of our industries * * * shall be marked for * * * perhaps fatal compe-
tition.” To be sure, the bill does envision the encouragement of expansion in
our more productive industries, but it does not contemplate the sacrifice of existing
industries to accomplish this common-sense objective. On the contravy, it
includes all existing and some newly added safeguards against injury to domestic
industries through increased imports which might result from tariff reductions.

“POLICY PROPOSALS"

Adoption of the proposal that the Trade Agreements Aot be extended for only
2 years, instead of 5, is not responsive to United Sta’es ixolioy needs. It would
place the United States in a weak and uncertain negotiating position during the
oruecial formative period of detailed and specific determination by the common
market countries what will be their ultimately uniform external dutics on.im-
ported merchandise, including that from the United States. In view of the po-
tentially profound effects of the common market upon our trade with Europe in
deoades ahead, it is vital that we retain the strongest and most flexible possible
bargaining position in order to minimize the danger of common market decisions
prejudicial to our national commercial interests. A detailed analysis of the need
for tariff negotiations with the common market and the prospective timetable
showing the need for 5-year renewal is attached. Even in the absenco of the com-
mon market development, a 2-year extension would provide so little assurance
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to other ¢ountries of stability in our tariff policy that we would have great diffi-
culty in negotiating worthwhile concessions for our exports. Morecover, the
processes of preparing for tariff negotiations and conducting them are so cumber-
some and time consuming that an extension as short as 2 years would in any
event curb the scope of the necessary staff work and thus limit the possibility of
fruitful results, ! e

The proposal for appointment of another Commission to examine questions
relating to Unitod States foreign commerciul policies appears to overlook the
intensive investigations in this field carried out so competently only a few years
ago by the distini;uished members of the President’s Commission on Foreign
Economic Policy (Randall Commission). The fact that no revolutionary changes
have since ocourred in basic conditions under which world trade is conducted
makes it unlikely that a new Commission would arrive at fundamentally different
conclusions. The guidelines laid down by the Randall Commission are still
eminently appropriate, and a project to have them largely reconfirmed by
another Commission would appear hoth unnecessary and unduly costly. = "

The §-year authority would be used primarily in connection with those rates
which are now unnecessarily burdensome, and concessions would not be made in
cases where injurious incresses in imports would be threatened, The probable
effects of duty reductions are not necessarily correlated with the height of the
existing duties. Some high duties could be reduced only at considerable risk of
injury to domestic producers, while some relatively low duties could well be further
reduced without such risks, . The appropriate test lics in the probable result of
a change in a tariff rate, rather than in the absolute level of a prevailing rate.

incerely yours,
SincrLAIR WeEKs, Secretary of Commerce,

Index numbers of wholesale prices and cost of living in selected industrial countries,
1950 and 196367

[1950==100}
Country 1050 | 1953 | 1054 | 1955 | 1066 | 1057
‘Wholesale prioces:

United States.cu s v ammc e ii e 100 106 | 106 107 | 111 114
Belgium.... -l o0} 08 108 109 12 114
rance 100 ] 128 | 126 ( 126 | 131 138
Germany, Federal Republicof 1. . 100 N8| 1161 19| 121 124
Italﬁ ........................... 100 ( 1081 106 | 108 | 110 111
Netherlands. . 100 16} 118 | 117 | 120 123
Sweden....... 100 | 132 130 136 142 146
Switzerland..... 100 | 105 { 100 106 | 108 11t
United Kingdom 1001 18| 118 | 122] 127 132

Japan 100 143 ) 141 | 140 ] 146 1
Cost of living: .
United States..o- vt eee s 100 | 111 111 111 113 117
Bolglum e e oo m e e 100} 110} 11ty 111} 114 118
FATICO caa s cmeemc e mm s mn s cdmeawemm e m e dm e 100 136 130 | 131} 134 138
Germany, Federal Republic of... 100 08| 108| 110 113 114
Itm{ .......... J 100 16| 120 1221 127 128
Netherlands 1001 110 ] 114 118 119 126
weden.. 100 ] 127 ) 128 132 1 143
Switzerlan 100] 1061 107 | X 109 112
nited Kingdom 100 | 1231 126 1311 138 143
L3 S IO 100 | 130} 138 | 1381 138 14%

1 Producers’ prices of industrial products,
2 Manufactured products, except food, tobacco, and fuel.

Sources: United Nations—Statistical Yearbook and monthly bulletin of statistics, Intetuational Mone-
tary Fund--International Financial Statistics OKEC—8iatistical Bulletin, l’re%amd by: International
Economic Analysis Division, Bureau of Foreign Commerce, U, 8. Department of Commnierce, June 1958,

Senator FLanpers, There are 2 or 3 points with regard to these
uestions that I would like to take up with you; particularly in view of
the fact that unless new light shines on me from some high source, it is
my intention to support & 3-year extension of the act and to call for a
noew examination of its basis—a thorough professional economic
examination and a report of & Commission brought to the Congress
at the beginning of the new session of the Congress in 1960.
You might well ask why we should have a new report.
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I have on my desk across the hall at this moment a series of reports
going back just to 1950 and those reports alone total 11% inches high.

Why do we need a new one? But I feel that we do. As I set forth
in this memorandum, it seems to me that the basis of our reciprocal
trade treaties is fundamenmlly the free trade basis. It was because
I had as an amateur, and before I ever though of coming to this place
studied particularly Professor Tausig’s book that I became convinced
that it was a logical basis for national policy.

With that in mind, I stumped for reciprocal trade.

At one time I occupied the platform down in Constitution Hall with
Charles Taft and a full hall. It is the only full hall I have ever had
before or since.

I would not do it again until certain questions are asked. Just
briefly, Professor Tausig assumed that the gold standard would
automatically tend to keep prices at a level, and then that dollars
which we paid for imports had no ultimate value except as they
return to purchase American goods or services.

Now bf course they are hoarded as balances to give financial
stability.

Then there was the assumption that there was an elasticity in
grices. There is only an elasticity one way now. They do not go

own,

Then there is a new factor of the increased exportability of American
know-how, equipment, and capital. There was the assumption
always then that there were certain things that we knew how to do
better than the rest of the world. There are, and thc s have been,
and so we send all our equipment and capital and know-how abroad.
And there are other things in there which I will not go into.

I am just making this statement that regretfully 1 shall ask to have
the extension for 3 years only and shall ask to have a professionally
competent analysis made of these points by a commission appointed
for the purpose. It seems to me, Mr. Cplrlairman, that I am now
making a speech instead of asking questions.

If the chairman and the Secretary will bear with me, I will only
make this speech for 2 or 3 minutes more and then get back to ques-
tions. It has seemed to me that the very logical conclusions of men
like Professor Tausig, based on then world conditions, were accepted
by Cordell Hull and have ever since been accepted by the various ad-
ministrations and by the State Department as an article of faith.

They have become a religion., I am just proposing that we see
what basis of fact and of reasonable development we may put under
this article of faith.

As a matter of fact, you had a religious revival service in town here
a few weeks ago which again emphasizes the fact that it has become
a religious faiti. ‘

But let’s examine the basis of our faith. I think we will not come
out too badly for the things you have in mind. But your foundation
is very weak at the present time. Let’s see if we can see what we can
build under it, if anything.

Now I would like to resume attention to one particular point of
your testimony with reference to the Common Market in Eurcope.

I rather gather, Mr. Secretary, from your section 6, pages 4 and 5,
that you see certzin possible perils to our reciprocal trade policies that
might arise from the effects of the Common Market, is that true?

27620 58—pt. 1——4
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Secretary Durnes. There are possible dangers. We already have,
of course, in our agreements, provisions which give a measure of pro-
tection against tariff increases, but we shall need, I think, tariff de-
croases if the position of the American exporter in that area is to be
maintained, because at the present time, for example, exports from
Italy to France pay the same duty as exports from the United States
to France. .

After this is over, they will not. After this comes into force, they
will not. Therefore, we will need a certain negotiating facility with
reference to that situation, if the operation is not to be conducted in a
way which would be inf'urious to the American exporter.

Senator FLanpErs. I have longEfelt that by opening up the Common
Market, the nations of Western Europe could do far more for them-
gélves than we could ever do for them.

I have felt indeed that if they can effectively establish that common
market, they would lose any dependence on us for economic aid, and
I am a little bit disturbed to find that we are going to perhaps find it
necessary to inter{'ect ourselves into that process.

I certainly would not want to do it in any way that would weaken
their ability to take care of themselves.

Secretary Durres. That, Senator, is our sentiment also. The advo-
cacy of greater unity in Euroqe is something which I would say has
been expressed most eloquently by President Eisenhower before he
was President,.

I have expressed those sentiments, too, though I do not claim equal
«loquence, and I have expressed them at various times before the
Congress. Irecall that when I testified here on behalf of the European
recover{ program, I put a great deal of emphasis upon that point, and
you will recall that the original European recovery legislation spoke
about the importance of creating in Europe a common market.

This is something we have been working for, and there is certainly
no disposition on our part to block that in any way. It may be that
in order to get for ourselves the advantages that go with freer trade,
we will have to negotiate with it.

Almost every country in the world is going to have to negotiate
with this new entity that is coming into being. The United King-
dom is deeply concerned with this matter, and 1s more vitally affected
perhaps, certainly, than we are. But it is important that this common
market shall be surrounded not by high tariff walls, but by low tariff
walls, and I think most of the members of the community will want
that. But there is going to be a very important ares for negotiation.

Senator Franpers. I think that answers my question.

T might just remark in closing my part of this discussion that in
this 11%-inch pile of studies of our foreign trade policy to which I
referred the top one was the report of the Rockefeller brothers group.

Secretary DurnLes, Yes, ' : ‘ '

Senator FLanpErs. And that just simply left out all the questions
which I hayve raised. It took for granted that everything is jake,
I do not think it is, I think that it needs to be demonstrated that
everything is jake or what is jake and what is not jake. And so I am
geoing to stand out here in the committee, and if the committes does
not agree with me, on the floor, for the 3-year extension and for a
professionally ¢ompetent investigation of these questions that I am

raising.
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Secretary DurLes. When you first oxpressed yourself, Senator,
you were not quite so cat,e%;)mca]. You said you would stand out for
that unless you saw the lig t.

Senator FLanpers. Let’'s take it for granted that if new light
shines on anybody it ought to be received and action taken in its light.

That is all, Mr. Chairman.

The CuHairMAN. Senator Long.

Senator Long. Mr, Seccretary, there has been some discussion of
section 7 of the Trade Agreements Act of 1955, relating to articles
essential to defense. ,

.My interpretation of that section is that it could apply to almost
any article that the economy requires, but that the test is the quantity
of imports, if the imports are in such quantity as to threaten to impair
national security.

In other words, we want to be sure that we are able to produce, in
event of a prolonged military conflict, all that we need of every
essential article. ‘

Secrotary DurLes. Yes; I agree with that.

Senator Long. Now, to illustrate that, Congress has actually
legislated in considerable detail with rclation to sugar.

Secretary DuLLes, Yes.

Senator Lona., We have a Sugar Act. It does not come under this
Trade Agreements Act at all. In the case of sugar, Congress has seen
fit to permit foreign sources to import about 50 percent of our domestic
needs. On the other hand, Congress has rather firmly protected the,
roughly, 50 percent that is apparently necessary to maintain a domestic
industry that could be expanded in wartime sufficient to meet our
minimum requirements.

Secretary DuLLes. Yes.

Senator Long. That is in line with the thinking of this section, is it
not? It is the level of imports, rather than the fact that something
is essential that determines the application of tariffs.

Secretary DurLes. If I understand it, you are right. The section
is not designed to prohibit importations merely because they are com-
;I)etitive with something that is important to the national security.

t is designed to create a control over that situation when the imports
are in such quantity as threaten to destroy an industry fthe vigorous
life of which is essential or could be essential in time of wur.

Senator Lone: Or if the extent of the imports are such that they
curtail the industry and its capacity so greatly that the industry could
not provide for our essential requirements in wartime,

Secretary DuLLes. That is correct. I used the word “destroy.”
It doesn’t have to go to the peint of destruction.

Senator Liong. That is one point which I had in mind. An industry
produces most efficiently, and, assuming any particular price level,
tends to make the best profit when it is producing at or near capacity;
over a period of time the Nation has no right to expect an industry to
maintain a capacity far beyond its production unless some effort is
made to compensatoe it, is that not correct?

Secretary DuLrus. Yes, sir, :

Senator Lone. Now, this section here could apply to automobiles
under certein circumstances, could it not? In other words, we
would certainly have to have some industry, we would have to have
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heavy industries that could give us largo quantities of hoavy produc-
tion m wartime. |

Seeretary DuLies. Yes, siv,  Obviously, wo havo to have trucks
and the like in time of war. If the imports were such as to put the
truck-manufacturing business into a condition where we would not
havo that, this could bo invoked. Of course, actually, wo are oxporters
at tho present timo of such goods, so it is somowhat academic,

Sonator Loxa. Of course, the automobile industry has proved itself
to bo ono that could bo converted to any one of our essential necds, to
any onoe of several of our cssential needs in the event of wartime,

Wo have scen that demonstrated, have we not?

Secretary Durnes. Yes,

Sonator Lone. I would like to have, for the record as well as for
my own use, the information that you have on the amount of imports
that wo are at present bringing into this country., Woe could then sco
what our present situation is. I heliove you provided us with that
when wo had a provious hearing. Could you rrovide us with tho

uantity of imports on an item-by-item basis for the last year on which
thoso figures are available?

Secretary DurLes. I am quite suro we can. Of course, Sccretary
Wecks undoubtedly has all of that at his fingertips.

Senator Loxa. Can you provide us with some analysis as to the
quantity of our imports which aro not practicable to be produced here,
such as tropical fruits, coffee, and cortain kinds of strategic metals?

Secretary DuLLEs. Yes; I could do it. As I say, I think that the
Department of Commerce is the proper agency to do that. ,

nator Lona. If Commerco will supply it, instead, all right, but I
hopo that I can have some information comparing thoe percontago and
relationship of our imports of articles that can bo produced in the
United States with our production of those same articles. Do you
have any offhand impression of what that relationship would be?

Secretary DuLies. No, sir. _ _

Senator Lona. I rather hesitate to ask you to get that, but it does
seein to me that that is a very siiniﬁcant. factor in considering this bill,
In other words, if we eliminate those things which cannot be produced
in this Nation, I think it would then be fair to say: How does our pro-
duction of articles which are imported compare to the volume of
imports of those articles? ' A

nator BENNETT. Don’t you mean exported, Senator?

Senator Loxa. No. ; :

Senator BENNETT. The American production of the same article
for which foreign production is also imported.

Senator LoNG. Yes. '

Senator BENngTT. Thank you. I am trying to follow you.

(The material referred to follows. Additional material was subse-
quently submitted for the use of the Commitiee and is retained in the
committee files.) .



TRADE AGREEMENTS ACT EXTENSION 45

CompanrigonNs BETWEEN IMrorts AND UNitep S8tates Domestio PRODUCTION

In tho tables following, an Mtcm{)t Is mado to clnsslfy United States imports
hy broad groups, according to whether they aroe of categorics wholly or almost
entirely produced abroad, supplied In substantial Kortlon from abroad to supble-
ment domestlo production, or of kinds of goods tho bulk of the supply of which
originates within the United States. The total for cach group s then related to
two Indicators of United States overall production, the gross national prodict
and United States production of movable goods,

It should be noted, however, that- the relatively low resulting ratios—approxi-
mately 2 percent of groas national produet or approxlmatel?r 4 ,)crcant, of movable
goods production—do not by any means support the icea that imports could,with
out overo distortion of exlsting trade patterns, be spread so that Imports uni-
formly equaled 2 or 4 ‘)lcrecnt of domestio production of competitive domestic
output, As shown in the attached World Trade Information Bervico bulletins,
part 3, Nos. 57-80 and 57-46, Individual ratios of Imports to new domestic supply
VAry enormously, oven for the broad categories shown, and a move to even out the
ratlos would involvo drastic restriction of some, while no tariff incentive that
could bo offered would bring some others u{) to the overall lovel desired. High
duties are by no means tho only reason for the bulk of domestic supplics coming
from domestio sources, nnd even duty-free treatment will not induce the impor-
tation of other goods.

It should also be noted that an& cffort to regulate imports by the ratlo to
domestle productlon would encounter endless difficulties with respect to classifi-
cation., Many specialties imported are, in fact, only semicompetitive with the
most similar domestio product. Thus, if narrow classes were established, many
goods now 100 percent imported would be soverely restricted, whereas, if broader
classes were used, the restriotion might be much less severe. bhoutd, for example,
the relevant class be ‘‘Scotch whisky,” “whisky,’” or ‘‘distilled spirits”? This
kind of cholco would have to bs made respect most manufactured Imports,
Obvlously, therefore, the system would not solve any problem, but would open
enormous new difficulties, {nequities, complaints, and trade restrictions.

Unirep 8rates IMPORTS FOR CONSUMPTION BY SELEOTED CLABSES

Summary
P tof | Percent of
Milion  |United States|United Btates
Olass doliars  |groes natfonall production
product of movable
goods
1. Imports the su of which {s wholly or almost entirel
e —— -
Nonagrioulearal. 2220000 000100 T 2,62
7 PP 4,488 1.0 21
11, Principal commodities the su of which s from United .
sm&d production in eommblewwt, but of which
bstantial imports are pplement domes-
“‘W"m 650
OnAgricultaral. . oooneo oo LIl 1,288
L ¥ 17 U 1,014 4 .9
HI, Principal tmports of in general classes for which
‘moarzl)l dggesﬁc emand lg supplied from United
8tates production: ! ’
Agrioultural ... ...ooiiiiiiiiiiiniiiecccainecncsaas 89
Nonagricultural.. .. .ccccvrennneriereiracnvovenanannne 8710
Ol ceeeiirinnriccnnroracnssareasrnacassaccancan 6,540 1.5 a1

1 In many of £06 ca listed, however, imports consist or extensively, of thes,
disnnrggeytm or o off acason produce not fally competitire wltg’;!«uulo peodacts of the samé
general classes,
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Clase and commodity

Mitllon
dollars
l. Twports the w ol which is wholly or almost entirely produced abroadt
protnindidd Y e 5,48

Other Imm ehloﬂy nuppli«l by lmpotu............... ........ aerssesasaanns [UPTORT I
! 1L Prineipal commmoditles the :ufsl of which ls from United Btates production In considerable
d put. bu of which substant m ts are neovssary (o suppleroent dommlo producﬂon.
. feultural commodities, total......cccaviannncnnnncanians 650
Cane . . 448
A:(olmesm‘f.... » : ©
M sug&r and syrup . 4
Rl cashews, Brasl], pbuchlo. coconut mut»no Unlted snm production).. 81
: Al sxdudfngmh ......... emesuaseesanscassnntnsrsnsnants 88
3 8 00d JATAD BKINY, ¢ eceeennensnnnsoneninnson POV etsnsmeasssasaroananaos 18
* et = )
= Noaagriculturat commodities, total.....c.coivainaeacianiocirrecananens reeneeraeanans 1,253
! Papec bese stocks (wood pulp, PUIPWOOd) .- evcannrecneorannennas vees a7
i Iron ore 283
80
; .e 150
! 2me... 183
3 111, Prineipal Impotts of goods in general classes for which most of domestio demand is supplied
: ltomp?llnm%hm uotion: x ° PP
| Agricultural, total. ... ..oocneaae eatestecescassusascanassanrattsssasarantasonssanas 839
F o7 11 SRS eenesassaca 26
1 Canned cooked ha ms.oornedbee!mdomermutpmd 184
; Frults, except ban: uons (oft nason, troplctl, speciatiies).. ®
;i %ecetabm tnd pre uona ( , spocislties g
: Grains and feedstufts 11
; Other agricultural. .. . 33
L . |y
i Nonagricultura), total........... ceemenmeesrcanans R PO resenncen cmenrene 5110
; Whisky and other distilled spirits. 166
thaxfdaheunsb.,.p ..... 284
Leather and Jeather manufactu 88
i Furs and manofactures (other than consy and car8oul)......ccvcecermuacerecrccconenes 00
i Dextlh—mm pmducn, apparel, and other manufactures. .. 053
: Paper and pope; ‘() NeWSPIINE). coeiuucccecasrenanoaiaanans 61
, !?:wﬂl produeu (excep oerga In hardwoods) snd Wood manufsctcres ) Q
t C]‘y .nd ------------------------------------------- ’ ‘n
[ron and steel and manutsctures. 13
Machiner: 424
J\utomobges E<14
: s ). and 53
£ (;‘boecufeals ciudin, tain fertilizers) 21‘;’
¥ m. ex oY er T8)evncccenncenn
: her, Indndm; U uﬁ'“;lm srticles retarned snd otber noncommerclal.. 929
v 1 In many of the ca fes lmed, bhowever, Imports consist predominantly, or extensively, of Ities,
S distinetive types or or off-scason pmduoe%t fully competitive with domutic pmdzeu the same
7 general classos,
Y
; Bource: Prepsred in the Depertment ¢f Commerce by Internstional Eoonomlc Analysis Division
3 Bureau of Fore !.ncommeroepgmbuledtuolthenu{mu { the Census, Jane 1638, !

S i
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Senator MaroNg., Could I ask for clarification?

1 thought you meant what imports into our country now have no
duty becauso wo do not produco thom commercially?

asn't that tho indication of your first question

Sonator Lona, We might look at the duty question, but what I
really had in mind is to look at the overall L)icturo. 1 boliove that
this committeo should know-—and I should like to have ths informa-
tion availablo--the percent of articles that can be produced hero that
wo also import. o are not n producer of coffce. It would be
imgmctlcai to produce it,

Senator Marone. You mean that cannot be produced here.

Sonator LoNna. T mean both what percentage of our imports can be
produced in this country and what percon m¥e cannot bo produced here,

Of thoso articles that can be produced here, how does the overall
importation of articles compare with the domestic production of thoss
articles. I would hoIm that in making that comparison the sugar
industry would be left out of the comparison of thoso articles that
can bo produced hero because that is a special situation.

My gucss is that of articles that we can produce in the United
States, sugar would be about 2 percent of our domestic consumpgion.

I do not believe it would be a very hi‘}h ggrccntagc on the overall.

Now that leads me to this question, Mr. Secretary. Do you think
it is possiblo for Congress to so act or for you to so administer a
program that no particular industry is injured severely while we
oxpand imports at the samo time?

o you have some provision in this bill similar to the one you
proposed 3 years ago when you said that we should be able to suspend
the tariff on articles which are imported in no more than negligible
quantities? Is that in the present bill before us?

Secrotary Durres. No.

Senator Loxna. You brought that provision to us 3 years ago, but
tho Congress did not give it to you. It now scems to make a great
deal of sense to me provided that we had somo protection that would
go in'tol effect when the quantity of importation became more sub-
stantial, .

Secretary Dunies. I understand, Senator, that we felt that that
provision had only marginal value. A

There was considerable oppdsition to it I think 3 years ago and we
just dropped it this year.

Senator LoNa. You would have no objection if the Congress saw
fit to give you that recommendation 3 years after you advocated it?
Secretary Dutries. No. ‘ '

Senator LoNa. It has been my feeling, as I suggested Mr. Secretary,
that in expanding foreign trade we ou ht to try to spread the burden
of foreign com})etxtion. Fifty percent of our sugar is imported, but only
16 percent of our oil. Certain industries must compete against a
great volume of foreign imports, while others have a high tariff wall
and have no foreign competition at all.

It seems to me as though in the latter cases a small amount of
foreign tmports would be a healthy thing. It would help keep prices
in line and %ive the consuiner a greater variety of choice. I takeit that
you would largely tend to aiee with that. o

Secretary DurLEs. I think you have got to think of these things
from the standpoint of quite a number of facets that all these pro-
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gmllns havo, and thero fan't any simplo singlo formula that you could
apply.
S o'}mtor Lona, T have tried to como up with onoe on oceasion, 1
do not have tho cxperts available to mo that you have, but it has
soveral times scomed to mo that H‘or}u\;m wo could work out somo
formula that would exclude a tavill on imports UF to_about 1 or 2
percent of tho domoestio production of a commodily above this fmr-
cont of the markot a tarifl would go into cffeot, rising to o slightl
highor lovel at 8 pereont and to a much highoer lovel at 8 or b pereont.
avo novor scon that sort of thing proposed by tho administration,

I would hopo, though, that somo day wo could flnd some way of
spreading this burden rather than allowing somo peoplo to ho faced
with tho danger of going out of husiness hecaugo of forelgn imports
whilo others aro being well proteetod,

Sccrotary Dunuks, Of courso, that is tho way voally T think tho
peril-point clauso is supposed to oporato.

Senator Lona. Of course, us you know, evon with tho poril point
provision thero are many individual injurics which aro not corvocted.

Last timo we hold hoarings on this matter I voted, 1 bollove,
pretty closcly to tho administration’s position,

I received about 3,000 lottors from tho toxtile industry in Louisiana,
This timo I havo not receivod any bocauso theso mon aro out of busi-
ness. louisiana has expanded onough in other industries, somo of
which are related to trado, for us to make this up and perhaps moroe
than make it up, but it does scom to me that some industries do
havo tho right to urge that wo spread thoe burden of foreign compoti-
tion,

I understand that our comntitmonts with these foroign nations in
many instances go directly against any quota limitations, or do we
have the right to impose quotas protty frocly?

Secretary Durnnes. The goneral provision that we have is against
quotas with certain excoptions.

“S?!nator Lowno. That is the QGoneral Agreoment on Tariffs and
ade.

Secretary DuLLes. But the theory is that you do not proposo quotas,

yes.

qu};nlawr Lone. And therefore, you try to avoid quotas insofar as

l el

pogicret DurLes. That is correct. .

Senator Long. Mr. Secretar{, as I understand it, you favor this
multilateral arrangement and the favored-nation clauso in preference
to a bilateral arrangement. I sometimes wonder whether it is to our
advantage to strip ourselves of power in international affairs that
could perhaps be used to our advantage on occasion. Do I take it
that you feel it is advantageous for us to enter these arrangements
without getting any concessions from the foreign country? Other
countries are able to benefit from our according them favored-nation
treatment even though in some instances those countries act in ways
that are very much against the interests of this country.

Do you feel that it is better for us under this Trade Act not to have
any power to bring pressure to bear upon them if they nationalize
American investments, or if they go very much contrary to our foreign

policy?
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Socrotary Durngs, I beliovo ns a practical matter it is extremoly
difffeult to administor a tarlif policy which is other than on a most-
favored-nation haals,

You got into just inoxtricablo quarrels and claims that you are
favoring one as againat anothot,

1 think it Is not possiblo really to operato on that hasis,

It %usb fs too complicated and involves too many hostilities, ani-
mositios, comparisons, 1 }ust do not think it is practical.

Senator LoNa. Sugar, of courss, lins hoon a complets excoption to
that. Wo liko to soll riee to Cuba, and Cubn solls the greatest portion
of hor sugar crop to us, Sho is vory hinppy with that arrangement,
Sho always wanis to soll us moro sugar, and wo always want to sell
hor moro rico,  If sho decides to cut us off from rico, wo can always
tako this into consideration whon the Sugar Act expires.

Socrotary Dunnrs, Thoro sro a fow cases, a fow commodities per-
haps whoro this works, and sugar is about the only one where wo
havo found it practical to work on that hasis,

Sonator LoNa, I know that you have urged that this should he a
major sogment of our foreign policy.

I know that you testifled to this cffect some years ago, and, if that
is tho case, why do wo administor our foreign trade in such a m}y that
woI .dox';rivo outselves of tho loverage of using it to further our foreign
polio

lnyothor words, it scoms to me as though there would be a great
numbor of cascs whero, if a country cared to nationalize our invest-
monis or to dopart comi)lotol'y from tho arrangemeonts and the good
faith agrooments we had made with it over a period of yoars, thero
would certninly bo a lot of things that we could o with our trade
policy if wo had the power to do them. I have never understood wh
wo did not at Jeast vest that power somewhere whero it could be used.

Sceretary Duriuks, Of courso, we are not without other weapons
to use, you know.

We are not wholly without pressures to bring to bear without
exorting them in this particular field.

Sonator .LioNa..Mr. Socretary, when our foop!s went over to the
conferonce on tho law of the sea, a conference I thought very important
to us, quite a number of nati-na declined to give much consideration
to defenso problems and voted contrary to our position. They simply
wantoed to catch moro fish or to have more territorial waters to claim
for fishing purposes. .

Secretary DuLrLes. That is right.

Senator Long, Now in that case in many instances the market for
their fish was right here in the United States. It would seem to
me that tho United States could have been more successful in achieving
its goals if we had pointed out to those people that if they could not
understand the defense problem that we could not be very sympathetic
to their trade problems as far as the market for their fish was con-
cérned. They might then have cooperated with us.

As it was, some of the very people who depend most on us for the
market for their fish proceeded to fight the position of the United
States in order to catch a few more fish. I guess the ssame thing
would apply in mang other respects, and I hope we do not see our-
selves stripped of the power that we could use. Other countries
make us accept their position demanding commercial concessions
while we strip ourselves of power to act in & similar way toward them.
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Seerotary Duniks. I would say, Senator, that wo have plenty of
power in the world.

The question is whether you try to use this power ih & coercive
and threatening way or not, which raises some scrious questions,

1 believe that as the world is today, and given tho relationships
which:we for our own sake noed ¢n establish with other countries,
that it is not a good idea for us to go around just brandishing our
power and saying, “If you do not do what we want in this respect,
we are ﬁoing to put you out of business.”

Now I know what the answer to that will be. They will say, “Well,
all right, we will tic up with tho other fellow.”

Senator Lona. Perhaps 80, but, of course, there are many faceots to
the question. Tho point T have in mind is the question of how far

ou go.
Y Socrotary DuLLes. Yes.

Senator Lona. I recall a situation where, on some votes, even Mr.
Syngman Rheo’s South Korean governmont voted against us. Chiang
Kai-shek’s governmeont voted against us on vital things. It seems to
to mo it was as much to their advantagoe to voto with us as against us.

I just wonder whether it is all to our advantage to put ourselves
into a gqsition where people who dopond upon us for their defense
can with impunity disregard our wishes in- matters relating to our
mutual sccurity.

They can continue to got overything they want from us but they
-do not have to cooperate or help support our position.
 Secretary DuLues. Those situations are distressing, but I believe,
Senator, that wo are botter off to have association and free nations who
feel that they cooperate or not according as thoy see it to their in-
terests rather than try to develop satellites that we crack the whip
over.

Now you may get some immediate advantages through cracking
the whip but in the loug run I think you accumulate more disadvant-
ages and I just do not think that is the American way of doing it.

Senator Loxa. You may describe it as cracking .the whip. Mr.
Sccretary, but I have oftentimes seen tho indications that the Golden
Rule does not work as well as some of us would liko to have it work.
Now and then some people tend to advocate a different rule, “Do unto
others as they do unto you.” When other nations discriminate
against us and treat us unfairly, it does seem to me that it might be
 to our advantage to have the authority, even if we never used it,
to act in a similar fashion with regard to them. '

I think sometimes they might treat us with greateir consideration
if we bad that particular power. :

Secretary DunLes. I think we are not lacking in power. It is not
our policy to use our power in those ways except in extreme cases,

Senator Loxna. I just question the advisability of passing a law so
that Xou cannot use the power even if you think you should.. You
would noi only not have the power but the other fellow would know
that you did not have it. »

That is the question that occurs to me.

Thavk you very much, Mr. Secretary.

The CrairMaN. Senator Malone.

. Senator MaLone. Mr. Secretary, this act has been extended
10 times, I think you testified. o : ,
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Would you mind including in the record at this point the dates and
the length of the oxtensions, that is, the length of time for which it
was first passed as an emorgency and thon the dates of its extension
togother with tho time of the extension.

“Secrotary Durres. Can I supply that, Senator? I do not have it
actually in my hand,

Senator MaLoNe. Yes, I understand.

(The information reforred to follows:)

1anDE AGREEMENTS AOT, ENACTMENT AND EXTENBIONS

1. The origina! sot authorized the President to enter into forelgn trade agree-

l(r‘}%né: fgr& g)erlod of 3 yenrs from Juno 12, 1934, the date of enactment of the act
a ] »

2. The Prestdent’s authority to enter into forelgn trade agreements was extended

I()‘{Oléttzbélozilesolution No. 10, 76th Congressional, for 3 years from June 12, 1937
at. 24),

3. The President’s authority to enter into foreign trade agreements was
oxtended by Public Resolution No. 61, 76th Congress, for 3 years from June 12,
1940 (84 Stat. 107),

4, The President's authority to enter into forelgn trade_agreements wasg
g}:h:n(li(égg)by Publie Law 68, 78th Congress, for 2 ycars from June 12, 1943 (67

at. .

5. The President’s authority to enter into.foreign trade agreements was
t(ag(t)eg{leél 4bl)('))l’ublio Law 130, 79th Congress, for 3 years from June 12, 1945

at, . o

8. Tho President’'s authority to enter into foreign trade agreements was
extended by Public Law 792, 80th Congress, from June 12, 1948, untll the close
of June 30, 1040 (62 Stat. 1053). . .

7. Tho President’s authority to enter into foreign trade. agreements was
extended by Public Law 307, 81st Congress, (which repealed Public Law 792,
80th Cong.) for 3 years from June 12, 1048 543 Stat. 6975).'e

8. The President’s authorltgd to enter Into foreign trade agreements was
g::tzénc_}%c)l by Public IL.aw 80, 82d Congress, for 2 years from June 12, 1951 (85

at. 72).

9. The President’s authority to enter into forelgn trade agreements was
gﬁ(;mig%)by Publlc Law 218, 83d Congress, for 1 year from June 12, 1953 (67

10. The President’s authority to enter into foreign trade agreements was
es){tetnggg)by Public Law 464, 83d Congress, for 1 ycar from June 12, 1954 (68

at. .

11. The President’s authority to enter into foreign trade agreements was
(jxtenggd 13{3““’"0 Law 86, 84th Congress, (69 Stat. 162) until the close of

une 30, ..

Senator MaLoNE. Such extensions have, however, been from 1 to
3 years, have they not? -

Secretary DuLLEs. Yes, sir.

Senator MaLoNE. One year, I think, on three occasions.

Saeretary Duires, I think so. :

Senator MaLonNE. Never more than three, and always an emergency.

Secrotary DurLer, Yes, sir, : .

Senator MaLoNE. You have asked for 5 years?

Secretary DuuLes, Yes, sir.

Slﬁ'nator ALONE. And a 25 percent further reduction in duties or
tariffs,

Secretar{{DULLEs. Yes.

Senator MaLoNE. And you do believe, I think from your testimony,
that this act should be permanent? ~ -
. Secretary DuLLEs. I believe that the concept that underlies the
act is good as far 48 we can seée. Now you can imagine a change of
world conditions where it would not be valid anymore. I would hesi-
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tato to say that any particular thing is good for etornity because wo
aro in a world of change.

But I do beliove that given tho world as it is today, that this is a
sound principlo on which to operate. .

Sonate Marons, And should be permanciit under the conditions
as you understand thom to be. .

ccrot.ar{ Durvues. So long as the conditions are permanent, yos.
. Senator MaronE. I believe you testified on the matter of foreign
aid, that that should become permanent, did you not?

Secrotary Dyruss. No, I do not think so.

Sonator Marong. I will have to locate the quotation,

Sccrotary DunLes. Yes,

Senator MaroNg. But I am sure gou gave that impression,

Secretaty Durres. I think I said that so long as the peril oxists——

Senator MALONE. You may bo correct—You have said so long as
tho emergency oxists and tho ¢morgency seems to be parmanent. It
has lasted 24 Dyenrs and shows no sign of being allowed to abate.

Secretary Duntes. All right,

Senator MaLoNE. It secems to have been assumed that the emer-
gency is permaneont.

Secretary Duruss. Thank you.

Senator Mavong. Does this bill, H. R. 12691, in any way approve
thoe organization that has been roferred to as GATT, the General

ements on Tariffs and Trade?
otary DyLLes. No, sir.

I think theroe is an express disclaimer of that. )

Senator MaLong. The act has been before this committee soveral
times and tho Congress always included the disclaimer, so you have
included it yourself this timo, have you?

Secretary DuLnes. The House put it in.

Senator MaroNE. Tho House put it in,  You did not include it?

Secmtari DurLes. No, sir.

Senator MarLoNE. Were you Sccretary of State when the Inter-
national Trade Organization came bofore the Congress, or Assistant
Secretary of State?

Secretary Durres. I havo never been Assistant Sccrotary of State.

Senator MaroNeE. What did they call you when you worked for
Acheson? ‘

. Secretary DuLLes. I worked as a consultant on the Japaneso
Treaty, if that is what you refer to.

Senator MALONE. And the Japanese Treaty is tho extent to which
you were ever consulted by him,

Secretary DuLLEs. Yes.

Senator MALoNE. You wrote the Japaneso Peaco Treaty?

Secretary DurLes. I am generally considered to have played a
leading part in that. .

No one person does it all himself.

Senator MALONE. It was under your direction?

Secre DuiLes. That was my job, ges. ,

Seuator MarLoNE. You know that the Japanese now are negotiating
with Communist China for trade treaties? .

Secretari{lzvnws. No, sir. They have broken off negotiation.

Senator MALoNE. That is right, tem%orarily I think. There is no
question of their future relationship—they will trade with China no
matter who controls that great country.
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They were in Poking to make a trade agreemont, were they not?

Secretary DuLrLes. A trado agreement was nefotiawd by the
business people of Japan, but its terms wero not found acceptable
from a political stand&oint.

Senator MaLonk. When the Japanese troaty was before the Senato
for approval I made a statement on the future relationship botween
Japan and China—they of course will resumo trade with China.

{ow many nations have recognized Communist China now?

Secrotary DuLtes. I do not have the precise figure. I would say
npgroximatcly 25, somothing in that gonoral order.

enator Marone. Does that include all of the European nations?

Secrotary DuLLrs. No, sir.

Sonator Marone. How many?

Secretary Durres. Are you talking about Western Europe or
Eastorn Europo?

Sonator MavLong. All of Europe.

Socretary DurLes. All of the so-called Soviet bloc countries of
Europe have recognized Communist China.

Senator MaroNE. Then what you would call free Europe. How
many of them have recognized Communist China? Nameo what you
can remembor and then you can complete the record.

Secretary Durres. The United Kingdom has, Sweden has, I think
Denmark has.

I would not want off hand, Senator——

Senator MarLone. Would you complete the record?

Secretary DuLLrs. Yes.

(The following was subsequently received for the record:)

RecoanitioN or Communist CHiNa

Twenty-six nations members of the United Nations and one other nation,
Switzerland, recognize or have diplomatic relations with the Communist Chinese
regime, In addition, four other Communist regimes (East Germanv, North
Korea, Outer Mongofla, and North Vietnam) recognize the Communist Chinese
regimo. The 27 nations recognizing Communist China are:

Afghanistan Norway

Albania Pakistan
Buigaria Poland

Burma Rumania
Ceylon Sweden
Czechoslovakia Switzerland
Denmark United Arab Republic
Finland United Kingdom
Hungary U.8.8. R.:
India Byelorussia
Indonesia Ukraine
Israel Yemen

Nepsl Yugoslavia
Netherlands

There are, on the other hand, 42 members of the United Naiions and 3 other
nations (Republic of XKorea, the Vatican and the Republic of Vietnam) which
recognize or have diplomatic relations with the Government of the Republic of

China.
In addition, the Federal Regnblic of Germany recognizes neither the Communist
Chineso regime nor the Republic of China.
Senator MALONE. When Great Britain, England, recognized Com-
munist China, did that include their membeér nations of the Empire?
Secretary DuLLes. Some of them and some not.
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Senator Marone.. Would you complqio the record in that 1'e§ard?

Secretary DurrLes. Yes,

Sonator MaLONE. Now tho ones that have recognized Conmunist
China trade with Communist China, do they not? : '

| Secreé,ary DuLres. Yes, and somo who do not recognize neverthe-

ess trade. . S

Senator MarLoNe. Yes, I think that is exactly right. Aund, of

courge, it was proven through congressional hearings, that these

nations also were trading with Russia with certain strategic materials
liko copper, were they not? England, for example?
Secretary DusLes. No, they are not trading in strategic gopds.
Senator Mavrone. Coppeor is strategic goods, '
Sccretary DuLres. We have a list of strategio goods.
My recollection is that cop(s)_er so far has been kept on the strategic

list, and that there is not trade in copper. ,

" There is trade I bolieve in copper wiro.

_ Scnator MaLoNe. What is copper wire made out of? Copper?
Seccretary DuLies. That is correct. < L
Senator MaLoNE. Once you have copper, no matter what form it is

in you have copper; do you not? ~ o

" Secretary DurLes. Yes,

Senator MaLoNE. For any purpose. A )
Secretary DuLLes. You can always melt it down. = - o
Senator MaronE: I will ask permission to have included in the .
record at this time a list of strategic and critical materials that'is -

furnished by the armed services from time to time, U

* It appears on page 10 of the Senate Report 1627, 83d Congress.
Senator Lona. If that is already available, Senator Malone, that -

will be printed in the record. . . :
Senator MaLONE. At this point. _ ‘
Seonator Long. Yes, the document to which you have referred with

that page reference.
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(The document referred to is as follows:)
List or 8rraTEGIC AND CRiTicAL MATERIALS
Group I
Abrasive crude aluminum oxide, p. 48 ' Magnesium, p, 04

Aluminum, p, 48 *  Manganese ore, hattery grade, pp. 95,.
Antimony, pp. 43, 100 ! ] :
Asbestos, amosite, p. 47 Magganese ore, chemica! grade, pp. 95,
Asbestos, cbrysotfle, p. 47 1 ’

Asbostos, crocidolite, p. 47 Manganese ore, metallurgical grade, pp..
Bauxite, metal gtade, p. 48 - - 95, 188

Bauxite, refractory grade, p. 48 Mercury, pp. 100, 186 ‘

"~ Beryl, p. 52 Miea,” muscovite block, good. stained:
Bismuth, p. 53 - . and better, p. 105 o .
Cadmlum, p. 57 Mica, muscovite block, stalned_{(radio-
Celestite, p. 61 ) . .. ' _ tube quality), p. 105 -

Chromite, chemical grade, pp. 61,189  Mica, muscovite film, F 105 .
Chromite, ‘'metallurgical grade, pp. 61, Mica, muscovite splittings, p. 105
189 ) Mica, phlogopite sg]’ltt!ngs, p.'105 . -
Chromite, refractory grade, pp. 61, 139 Molybdenum f P

Cobalt, p. 67 : .. Nickel, pp. 107, 150

Columb te, .})p. 150-151 Petroleum, pp. 234-250 ‘

" Copper, p. 72 . Platinum group metals, iridium, p. 150-
Corundum, p. 78 ) Platinum group metals, platinum, p. 150
Diamonds, fndustrial, p. 78 . 112
Fluorspar, acld %rade‘, pP. 79, 220- are earths, p, 11 -

Flyorspar, metallurgical grade,. gp. 79, Selenfur é)p.‘lu, 150™

220234 , R U Tip, p, 11
Graphite, amorphorus lumy, sg Titaniupm 312
Graphite, crucible grade T :

Grapgfate, lubricant an pe:cking grade
Kyanite, B 87 \
. Lead, p.

e o e
. f ofl, p.

- Coconut o’lf,) p. 130 )
Cordage fibers, abaca, p. 138
Cordage fibers, 8 p. 1

Cotton, extra lon stfaple, ppAl41, 145

—

Feathers and dowh, waterfow], p, 143 )
Hyoscine, 55 137 ~
Iodine, p. 85 : B, block, facingyp. 146
“Jewel i)earings,‘im ument jowe z 4 ‘ VAN
vee fewels, pp. 86)\87 pgetable nokn - exteact, chestyfut,

. Jewel rings, aa?p re and ruby ves

- .. jewels, pp. 86, 8 . . -
Jewel " bearings,” wateh and timi
device jewels, pp. 86, 8

Opium, p. 137 :

cxtract, quebfacho,.

-



56 TRADE AGREEMENTS ACT EXTFENBION

Group I
MINKRALS
Bauxite, nbrasive, p. 48 Platinum group motals, palladlum, fac-
Cryolite, natural, p. 50 n[; p. 160
Graphito, orystnﬁino finca, p. 85 Platinum group metals, rhodium, facing
Iimonite, p. 108 p. 18
Mica muscovito blook, stained and DPlatinum group metals, ruthenlum, fac-
lowor r 103 ing p. 180
Mioa, p‘\ ogopito block, p. 108 Rutile, p. 107
Platinuin group motals, osmium, facing #irconlum oro, Baddeloylte, p. 130
p. 180 Zirconlum ore, slrcon, p. 130
NONMINRRALS ‘
Agar, pp. 137, 141 Optical glass
Cgm’n?.pg. 141 'l‘f\lo sk?atlto ground, p. 118
Diamond dies, facing p. 146 Woo’, pp. 141, 102

Emctine, p. 137

Senator Marone. You will find coppor vory prominont on that list,
Mr, Socrotary, and the dofinition of it as a strategio or critical material,
8o designated ginco our domestic production does not equal our con-
sumption and it is indisponsabloe in an cmergenoy.

Secrotary DuLLks. Yes.

Sonator Marone, That is the general definition; is it not?

Scerotary Dunues. I boliove 80} yos.

Senator MALONE. On this list thoro are 77 such materials I beliove
groupod in group 1 and group 2. So that thoro will bo no argument
about what 1s strategio.

These nations do trade in many of these matorials, do thoy not,
\glith Communist China and, it has even been shown, with tho Soviet

0o. ‘

Socrotary Durngs, Thoy trade; yes, sir.

Senator MaLoNe. Mr, Secretary——

Secrotary DuLnes. If I may say so, of course the United States
also trades with the Soviet bloo. There is no prohibition of trade
with the Soviet bloc.

Senator MaLone. What does our trade consist of?

Do you have the list or could you furnish it?

Secretary DuLLes. The Department of Commerce could furnish it;

€s. :
y Sen?bor MavLoNE. Could you get it and make it part of your testi-
mony

Secretary DuLLes. Yes,

(The following material referred to was subsequently received for

the record:)
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Chart 1
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Table 3 United Statea Trado With Princlpal Countrles of Eastern Europe,
1947, 1936, and 1957
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Beienu and !mionu imuum«nl. Aty %0 1 10
vate mu&’.‘" ts. ... *.ppu 2,187 98 82
A Iotur domest! e!pom .. . 2,413 0 100
Reexports. ... ceereseessssienne vesene ceseenene ceense trereenecnes ceemneren m 2 4
U. s necal imports trom Ciechoslovakia, total d n 8,900 7,01
poets for consumption from C:ecbos)ovnh totalil N0 W | a8 7, 606
Canned cooked huns md shouldm and other prepaged potk........ [ - . m %0
L«kh« manulad o b . ;g ag ;:
mts omnor fur feit E&'&iﬁ&'(di manufsetures. 121100000 18 199
OPS. e murzenns 910 |euun.nn..
Ool‘;n manufactur "wo []
Jute burlaps H3 1
hemp, ramle, and manufactures.. s&zo 73 243
Hagof X the angora FbbII . 1o oi 1o T L L 81 84
Textles and textile manufactures, other 703 3 123
Wood manufsctures. ... 47 il i
Glass and glass 2,258 1,188 068
Clay and y products. 178 8 p<]
LCHTELE 1 SN 28 61 44
lx&ulmon precious or semiprecious ste~ 4,51 I.Zgg 1, :2
Nonferrous mehls,extp """"""""""""" 81 21 @
:ewehy. rosarjes, and other melal tooessotles ™ 2 1
MachInery ... oot ciianean 39 18 73
Automobiles, ew, 4 mn
Bicyeles........... () 316 148
Blcycle parts............. ceracsccsssccncmsscstantoanractancnstancaannnnses 104 88

See footnotes at end of table, p. 62,
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‘Tablo 3. United States Trade With Principal Countries of Eastern Europe,
1947, 1986, and 1937~Continued

[Thousands of dollars}
Oommodity 1947 1066 1987
TRADE WITII OZECHO81,0VAKIA~Oontinued
Moloroyckd.se... a1 “ §
llenm?t’-...... varanaassn 134 :,0‘3
Naphthalene . ........ eeaen l? 111 PR
Chemleals and cheinjoa) producta, other }0 ll 8
Muaton] tnstrutnents, patis, snd a 18 1 1
looks, iapa, pletures, sfid other lp 118 1
kent;nsnd tabsics and'articles of besds. 2,253 80;5 3
Albother Imporia. 713 304 "
TRADE WITHH KABT GERMANY

U, B. e1ports to Kast Qermnany, tolal..cc... tiueisecnvcecsnscoannes (O] 441
Onttle hldes, wet. . oouiaecinsiiacansssaanscncsonssacsascassnisonocaan]oracanansi)inonnias.
Alfallaseod, ... 00000

Tobasooo and manufsctuyes.
Colton, inmanufsctur

A0 WL ... . cveoanzas
Parts for printing and typesetting machiner 14 1.
Fertlllur‘:nd m‘imm ?mhu‘. m|.....
11 Other eBPOLES. cauneiciauesarnscnsisnsocrassascnsnrsnsarssascasasarsans 2 1
U. B. general finports from East Qermany, (ot8l.....ouvaeiasaciasen 485 4,881
v 8, fx::poru rorpgmumptlon rom Em’()ermmy, totai® 23 :.‘m £%07
Bynthetle FUbIOr. . oeviincreiiitanancisnstnsocssioacassntonssssans reesseaas [} PP
ArtiNeinl fruits nd BOWers......cuuuersrisccaicsonnsarcssravoscrasasansas]ioeionenn. 6 408
Glassand "lus profucts...... 108 [
Clay snd clsy productde...oceecarensas [ 2] 141
Montan wax......... . 18 M
'?mwrlkn.. . 08 318
achinery, other 12 22
Printing presses. ] 18
BONLONG. e coveereoineozsannnas 68 |.coceurann
Cresols and aug LY N1 L R SRR MR N [
Industrlal chem i neseonsnananae ] 1
Ferillivers and fertilizer materials...... 1,444 1,49
Pholographio €00ds...._..oo.o.o: 7,008 1,168
Musioa] instruments, parts, and socessor 191 148
Artworks and antiqQues......cecieeceennee 168 264
All other ItDPOLts. cocevercaanecncncnnacans s 1316
TRADE WITH HUNGARY
2,008 550

U. 8, esports to Nun total....... vecersns vecscarsnanesossnsaess
UNRRA L p

evcsssrassarracsrssnsasacecnaren avcsssssscasccsvessane

Photographle an eeaomnaeemnann

Private tgllel shipmeats..............

Al other dommfo BXDOTS .o aucaanenn eeasamvesessmssannanane reaana JOPPPT,
Reexports

See footnotes at end of table, p. 62.

cvesovsace
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Table 3; United States Tradé With Principal Countries of Fastern Europe,
1947y 1956, and 1957=Continued

{Thousands of dollars)

© Commodity T 1988 1087

-—————

TRADE WITH HUNGARY~Oontinued

U.8. 1 inports from Hungary, total...c.veeeinncnacnancann. 1, 801 1
U. 8, m&?u hp?nmumptlon from hunnry, totald........ reeeana 1, 20?1 l:'l*g; %
Birds, Includlag poultry, prepared or preserved lg 73 E
ﬁ&ﬁ'ﬁiw “““ . 1 i 't
und: [T . . 1 10]..cvnnees.
D Do Mved, A B Lo oo M 1 I -
Qloves, veteh, and other aeeds, exoept oliseeds . 77 32 lg
;] It
368 [
BZ 12
3
7]
¥
08 LF

TRADE WITH POLAND AND DANZIG

. 8. expocts to Polsad and Dantlg, (0tal. .eneveeerceneeennnne] 17,208 8,718 218
U B NRER 10 Folead and Dandlp tota s GRa]. nme| M

' e‘f?fﬁ';md
: ‘oorn, exoept swoet sced corn....
) Wheat. ... ..ccoaenciannnn eeaaane
! Wheat BOUF.eeeeeennenee.cs
parsiions, 0
:
i

ki

m’mﬂ‘mt tons ... m :
Chvicatoals andl telaled ProdUEts, GUBE. <o ooreeesoen s oroer oo roo| - 908 i .
* Sclientifio and al instruments, apperatos, and supplies........... 1,007 |..... 10
= Emnﬂd n:enb ........ ceeas g'.% 220 ﬂ.gg
X Wum“ 1,540 [t s

- 8ee footnotes st end of table, p. 61,
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_Table 3, United Suuu Trade With Principal Countrics of Esatern Europe,

947, 1956, and 1957—~Continued
{Thousands of dollars)
" Commodity war | 1068 | 1
TRADE WITH POLAND AND DANZI1G0—Contlaued
ﬁn neral imports frora Polang and Danzlg, total......cq.cue.en 1, 27,402 20,90
ports for consumptlon frot Poland and'Danzig, folal®. .11 1,312 | 2808 | 20, %6
Canned eooh*d hagtsmd lbouldm .................... vecssesesniananene 1,7, gn z?%a
1 sedscesacacnngenn P .
»ﬁ”m'roo”n??. J-led ’ f‘; "y
.................. o &
..... 12
“ a8
K
................... R

#
........... ‘lfo
4l &

% !

[]
4,212 -3,818
xn i 0
B 4ely i et e D N
aps, an
T Other LREOrtE s e e, - 1T, o8
. ke

" TRADE WITH RUMANIA

U.8.¢ to Rumanis, totsl
UNRRAL.....ccuiveiiranioncnns

Datry products. ...z uee...e
Corn, except soed..........o.....0. L
'com?exoept sweet seed corn :
Graing'snd prepars 1008, OUDOTsarnsenverersvoe
Proanad &‘%‘.}"" .
Caltle Md Wet.ooooo
allo .

Tallow, eeeaenn

Rubber and

Bceds, ex

Iron and steel-m}

Iron and lteel 8AVBN06d MBDUIACHIICE o oon s oonsemmmsmsomesommons

e

xAngrieud i ural mach Imp:lr?meu' Mtl;.“trm"""":ﬂ .. parts. 1 .
* Automobiles, trucks, ts, and accessories........ 1
Medlelnal and pharmaoeu! $003...coircecacncnan eoecsaen evecoen 3
hemicals and htedptod , S . o] ) | A S,
Prtntenlienh t8...ou-t . . 3,465 |....coaolbelnl s coe
All other ewers .. . t ] 18 8
vou d00 0 A feeeicennn. 2
U.8. imports from uumml .............. cocacansenes 43 7 €4
. U. s.m consumption from umanb,touli......... . 40 m ®5
i frozen. ... . T N
Spargeon and starpeon rob, oked of o I »
?‘&"“’”““’“" : o T -1 N
VRN TR ‘a{ 38
Sessascenssassrecsscssvessanssncssesalescoepnnara . ebnioadman
l‘eo&ben, . soee M - R
,Oyimder. uown,mdlbeaxhu..., ........... caseene iy ﬂ ® ”
Allotherlmpom.................. veaee (3 120 ]
See footnotes at end of table, p, 63.
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~Table 8. United Slntel Teade With Principal Gountrle- of Fastern Furopo,

947, 1936, and 1957=—Continued
[Thousands of dollars)

Commodity

147

1987

TRADR WITH THR U.8.8.R.

U, 8(.’ tothe U.8.8. R, tolal.cercncieniicnrocnancniianens

RA D iiiiiiicintaencnenaecnasanenas

cetenes sesnres

lndlwl% lndlunn..........................
’rmlb %mducu. e ..“

2% JONN

V0eeuuoeorerinnensrconncnenastnsanans acsee D

arbon o¢ hl o Produote. ..ovvennieciiieiiiiniititananeans

%lmhlndmumb«um. UL o cevenrevnnsunnssnsemnsmneremananns
Mﬂd%ﬂ{:‘gudw UB.i.veracenserassonessaasacrsasnsrnsans
12 AT ssascsssnaane ................-... .

Axmaru maohiaes, implements, tractors, and parte..............
Automobd! uucb.bnsg.pw m .
ANd 8008I0, e e unencainaennen

A otber mﬂe lt........

“....-. 4s smcesncscesscucsnnsentssannstettcasas

im SMQNU 8.8.R to!sl.............. ------
B o o o the U & B Y, otal oo

-
-~
-4

3334

_.5-' g
SR2BEGY

=p83
$28

,
17 3
208

gSgad

2o=pogee
=

83

o

2
%

vecassscca

sacenaense

®

seseecsace

@ !"
45

16,612
1& 818

&?”m“.%‘a“:ss.';"""":::::::::::::::::::::::::::::::::::"

waste.
‘Wool, unmanufactured. ....
Animsl ufactered. .o eeenennes eesesssans wsuvesnessasaseenes

S1Ik nolls and waste
Mg{mﬁiﬁ:""’ """ PR
Srociie vas

SE22E8z |55 289

tencccacscna ..

Stam
AD other tmports. o

-~

1

emncesoves

SUNRRA ts tncluded in commodity data for 1047 poftl
:w&ﬁ :‘bomdontboas!lotlgpomlor o,

4 Inciudes an estimates of low-velue shipments (under $350 each),

8 East Germany not re
hlsm xhundetho

 Potiomyelitis vacoine.

9 Wool rags only.

0 Mainly wool rags.

*Numh«mmhlmmdlw.

?::uxm for relsel of distress caused by severe winter weather conditions
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Unlted States Licensing and Exports of All Grades of Iron and Steel Scrap

(exoluding Canada) (in tons)

Couniry lff‘o::‘ 'h’:e‘: lﬁm’fjgfb

123 3,11 U 217,707 78,871
ArgontIna. o o o e icetimcencine meeccecacs seesmseees -
JAPAN . o ieciiiicecacccecaaaaaas 56, 543 128,116
United Kingdotn. oo oo mveeeaeaaa. heresceenses mema enean mmmen aua
Yauropean Coal and Steol (,ommunlty ............. 804, 574 503, 008
Austria...oemeaaa. ceemcemmmmceacesnncmmneaa 11,282 19, 667
Spalte e eeiceeneaes cememammacans cmmveamane .- 22,760 10, 661
O OF e e e cecevcecccncrcracccncaam——nae 3, 050 041

TotAl. v e iecicccccccarcacemacanaaaen 1,115, 816 739, 963

Table B.—=United States Exports to and Imports From Countries of Fastern
Europo and the Soviet Bloc in Asia, 1947, 1950, and 1952~57

{Thousands of dollars)
Country 147 1050 | 1082 1953 | 1054 | 1983 | 1966 | 1957
Exports, including reexports
23

Boviet bloo countries, tolal.......| 683,481 | 72, 100 1,008 1,776 %lﬂ 7,048 |11,233

Eastern European countriesl......... WM [ BTR | T,008 | 1,716

. %8
282 504
, 8, -] 149,

Countries in Asis b, . eecanee.. ceesnease] 353,008 | 45,380 [0 N 76| 131....... 13
Ohins including Manchurfs..eeeeoellana ane | 48 asg Hf---eeeecefeeeeeaen ‘6 ”’i...... (X'}
Ouler M’ongol“' .................. }“’”'m 45,350 { ...........................................
North Kores..oeeeeeureaecncenonaes 9 (O I 000N JOOUUOY NPTt MUt Xovnon v

Genera! [mports

Boviet bloc countries, total..........| 224, M7 Im.asl 67,311 146,127 495426 %&6
65 8
383

Eastern European countries?...........| 108,242 | 80, 684 )
43
2,348

108
.48
481
E]
7
L3
37, 402 19, 993
. 74
26 24,443 18,512
Countries In ASIa 4. ceeecenseenconseen 116, 705 | %mﬁ ,725 | 9, ,017 | 9,850 | 7,308 |
Obina {ndluding Manchuria. ... ' oIl [ 168 195 28( 109
gutl:ngnxo R }““('07“ I“‘;“)” {7395 | 0,00 | 6 6% | 9,65 70| 418

s Exports exclude ‘s

8 Data for 1047 and 1950 exduﬁ mdowithmaermany which was not reported separstely prior to

Jmuan 1052,

1 Less than $500.
(] Dnu for 1947 and 1050 exclude trade with North Korea which was not reported separately prior to Janu-
shown include printed matter under general licenss and shipments to diplomstic missions of

s shown
[] Adrudm exclude Outer tg‘uﬁuﬂl

1 Partly estimated total of On!
Footnotes continued on top of p. 64.

ptodnds,oddmllynpododrﬂhdsufuchh.
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Footnotes contloued from p. 63, o

Norx.—Riports m tbown by tountry of destination, Tmports are credited to the country In whlch the
merchandlss was of nally produced, not necessarily the country from which purchases and lh!pmenu
m nudo. 0 tmporu reprosent merchandise entered Immedialely upon arrival Into merchandisio

J)( plus commodities entered Into bonded custo m warchouses for umae

Unlud tates ugx}m to North Koroa wers em ocd July 1050, and those to Communist hlna. Mm-
ehutls, snd Outer la were embargoed the fo wln%f;mn . On March 1, lNl expo
liosnsos Lo Eastern ump«m countrios weee mok«l and the reqnlremonl of &lor appro
axtended to cover all exports to thils arca, ris froma North Korea and unlst Ohln» includln;

ugchurh. were ph under leenso oontml ocember 17, 1080, by Forelgn Asscts Control Hegu
lgl Department, Pursuant to tha Trade mmen 2xtension Act of ml benelm of trada
ummenl tarifl concegsions were withdrawn from the U. 8. 8, R A and Iu satellites and an embargo was

&m on the lmpocmlon olc«mn furs from Ohlna and the U, 8,

ntrols over imports of Chinese merchandiso are exercised by the ’l‘rmsur{ Depariment under Fore! n
Amnts Oontrol Regulaticns tssued Deo. 17, 1950,  Under theso re gulations the lmportation of Chiness g
is ;lwohlbltod without lloor&o by the Treasury Depmmonl. and itit uiulnst the present mllcy of that sxenc
we Iterny of Ohiness origin, however, continue to appear in the statlisiteal records
ol Unlted Su&es lmpom, ¥For emnplo duuable hinese merchandise brought Into the United Btates and
ed customs warehousns 0 the effective date of the Import control regulations Is counted
for consumption atatistics nt me umo of withdrawal from warehouse, Duty-ree merchandise
entry for customns Inspection but lubnqaem rejected when determined Lo be of Ohinese In,
od tn the st tlstlm In addition, the figures may include lmpomlleonsod to avold un ue
hardship to nrms and Individual ho l:ed the Ohfuess merchandlsa in ood rnlth :nd lmport

h!rd countries, ucts Io wh eh sll Ohlmn {nterosts had cess 1950, Uniud
S m unpott mullcc [oom Chicese origtn sre credited to ORIng regardless of X ¢ eo'unuy from which

Table C.~United States Exports to Eastern Europe by Princl Come
mg!)luu. 1956 and 1957 pe M pal

{Value in thousands of dollars)
Total Eastern | Eastern Kuro
Europe exclodin, » U.8.8.R.
Commodity ’ U.8.8. R,
1080 | 1067 | 1038 | 1057 | 1088 | 1957
TOlA)ecaoancionanescrncsansannercoscasassasanne| 10,333 | 86,254 | 7,414 | 81,773 | 3,810] 14,481
ucts. Domutic exports 2,38 .
Seed oorn, except ivvott seed Gort.n oo s Yen | e e [HELII
W 716 | 28,30t 716 | 38,81 |........L.......
2,005 | 08| 2,000] 718 [l oGe
wo| g | Voo Tzl
6 M8 |........ 4,248
Bo bunoll.u-nde,lnedlblo.............. 800 |..von... 800 [...ee.. -
S«ds.ucep ollseeds 238 258
Tobacoo snd 881 eessnes
H wi’ ................ Ty “g{
uaman!
r‘gan 1,844 3,013
Ss‘ntbﬂ ] 128
184 £3
eeanass .| 3476
30 4,818
1,002 | 1,003 7 4
1,085 181 24 43 ]
12 s 1 n 1 4
........ 15 3 S 2 |........ 230
2)........ -7 [ PO RN N S
98 89 6 14 89 43
33| 3288 2| U2 29
059 , 044 /] 763 %67 281
‘ Reesporis
Wool s . cveses acansvasene 18 14 18 1.1 %) IS
nmpmﬂm [ (] 4 U 3 ]
14 to Latvia valued at $977,000 consisting of raw hides and skins, e
rme?fi‘gmm unow.mo.ooo. There noup'%r‘utoupu. Estonls, or Ll ?umxa

In 1968, nor tosstonhoruthmnhln 1957,



TRADE AGREEMENTS ACT EXTENBION 685

Table D.—~United States Imports From Eastern Europe by Principal Come
moditles, 1956 and 1957 ‘
{Thousands of doliars}
T ™ [EMtemgarPel 4882
Oommodity 08s k. ' ’
1988 1957 1058 1057 1068 1987
Qeaeral Imports, total............... cssercrvanans 03,428 | 61,832 ] 40,085 | 44,583 | 24,443 |1 16,780
Importa for consumptlon, totall................. 60,413 | 00,848 | 41,830 [ 43,7587 | 24,583 | 116,784
Meat and ssusage casings. ............. .| 90,470 | 23,884 | 20,401 | 33,064 00 4
Fishand fish producu,ln:x!oept shelifish m'wo za.m » 71 B 22 289 t?g
Bploes.... ........... %3] 280 4f........
Furs, undressed. 7,402 | 5,808 1861 100] 7,328 | 5638
Feathers, crude 003 006 087 |........ 9
......... 87 368 320 24 o 130
403 11 RN IO 43 487
eeenn 38| o] as) W |.......... voen
....... 285 187 28 187 Joeeeeonc) vacenes
802 [ ] | R PR, 601
181 me |t 181 19
Flas p‘mn!o. and manufactores ;tllg ug gg | 1 it
Vool o B enienal Rt o anurectiired a1 o] 8| 8% |oiaiiennns
Halr, other, and manufsetures............. 343 170 16 2 -4 143
Artifielsl fraits and OWerS ......oo..onn. TR I R ] S S
Textlles and textile manufscfares, other... 19 1% (] 81 (2] ("]
Qlass and glass products.................. 2701 1, sgg 2731 | 1,8% B ®
Imitation precious and 1,202 | 14 ,293| 40 ]....... ... ...
-mil] produots.....cccceeunaen 188 bl 186 2 020 1
;:lounum group metals.._......... 3,3‘1’ gg: T & 3,401 951
Vehicles, except sgrioulfaral.. 7 4“7 ereeeee] TR
Tantene. by oo A IR AR AL IR
Naphthalens.......... Ceee . 588 881 )] 246 74
Fertilizers and fertilizer materia! 414631 1, % ,450 | 1,498 220
’hotognﬁt:ic BOOAY . cavucrearacconcnsnnons d anst 1.e 2,101 | 1,207 14 3
Musical instruments, parts, and accessor 213 163 g 100 3
Books, maps, and other printed matter. | e 84 n| s
Artwork and antiques.................. - 198 32 192 a [ 13
B and beaded fabrics and articlos.. 02 233 a0 283 {...... wofeacacoan
Allother IMPOrts. .....cecuiiececcnerciccvacnaananasans 2738 3,808 2302 3.882 348 284

t Adjusted to include tmports from Estonls, Latvis, and Lithuanis valued st 000 oonsisting of
fertlizers and fertilizer materials, $2632,000; vehicles, except agriculiural, $2,000; and portis, $4,000,
:w?ﬂ%su are reportod on the basis of imports for consumpljon.

Senator MaLoNE. The reason I ask for that is that we have made
quite a play that we do not trade in strategic and critical materials
with the Soviet bloc, or so that such materials will be available to
the Soviet bloc, have wo not? .

Secretary DuLLes. There is a common list that is agreed upon by
an interallied group in Paris of strategic materials and none of us
trade in those. - y . o A .

Senator MaronE. In 1955 I was in Paris, I was in Geneva, spent
2% months behind the Iron Curtain, and I have information for you,
I had a list of those materials and many countiies were trading in
those materials. , o . ) -

I do not know whether your Secret Service organization knew it
or not. I hope they did. I was in Austria and anything that was
shipped to Austria went on through if Russia really wanted it.
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Now Mr, Sceretary, you aro familiar with the International Frado
Organization (I'TO) bili that was supplied Congress and which the
State Departmont was very insistent on Congress passing.

I guess it was boforo your timo, but you are familtiar with it.

Secrotary Dunres. Yes,

Sonator Maronk. Aud Congress would not approve it.

Then are you fmnilim*-—-muf vou must be—-with the International
Trado Organization and tho Oftico of Trado Cooperation.  You ave
familiar with the OTC; aro you not?

Seerctary Duntes, Yos, sir,

Senator Maronk, Did you not propoese it when you were Seerotary
of State?

Scerotary Durnes, T reeall having stu)ll;orled it, yes,

Senator Mavong. It cameo from vour Department; did it not?

Secrotary DurLes, No. Tt eamo from the Government gonerally.
I think the President transmitted tho request.

Sonator Mavonk. Did the President confer with you before tho bill
camo up hero?

Secretary Durnuks. Ho conferred with the Cabinot generally, yes.

Senator Marong. In this forcign trade bill poronnially hefore Con-
gress you are the dominant figure in such consultations; are you not?

Secrotary Dunnrs. No, sir.

Senator MaroNEk. I am glad to hear that. The press makes such
awkward mistakes.

Secrotary Dunrrs. You say you aro glad to hear it?

Scnator MaLone. Yes; but the publicity refutes such a statement
when such bills are proposed to Congress.

Anyway, Congress rofused to pass it.

Secrotary Duniks. No, sir.

Senator Mavone. Aund if thoy had accopted the OTC or ITOQ, what
would it have done as far as the Goneral Agrcement on Tariffs and
Trado is concerned?

What would have been the cffect?

Secretary Dunies. Tho coffect of the OTC would have been to
creato machinery which would have policed moro cffectivoly our
multilateral trade agreoments.

Senator MaronE. That was almost exactly like the International
Trade Organization, was it not?

Secrotary DuLes. I do not think it was, but I am not particularly
familiar with the 1TO.

Senator MaLoNE. In any caso, either ono of those acts would have
approved the organization of GATT under which thoy are operating
now in Geneva, 36 foreign competitive nations, with our Nation
making 37, would it not?

Secretary DuLres. I think it would have; yes.

Senator MALONE. Aren't you sure of it?

. Segretary DuLLes. I’'m sorry, I do not recall the legislation suffi-
ciently. :

Senator MaLoNE. Maybe your assistant would know. You pressed
the legislation hard enough before this committee to remember it.

Secretary DuLies. I think you have got it the wrong way around,
Senator.

Senator MavLoxe. Explain it.
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Sccrotary Durnes. Yes, sir. Wo have these agreomeonts, theso
trado agreoments, goneral agreomonts on tariffs and tradoe. Theso
agreemonts provide cortain trado rules. Tho OTC would not have
npi)rovod that. It was sot up to earry out GATT.

n other words, it is tho child and not the parent, you might say.

Sonator Maronk. But, in any case, the operation in (loneva, a
mothod under which to make multilateral trado agreeinents woro
made, would hiave been approved and mado effective if OTC had
been approved by Congress,

Secrotary Durntrs. The OTC would have been set up to carry out
more effectively what is alrcady agreed to in the General Agreement
on Tariffs and Trade.

Sonator MaroxNg. In other words, the Congress then would have
npgrovod what you are doing in Geneva through OT(C?

Sccrotary Duriurs. No.

Senator Marone, Explain it,

Seerotary Durues. Congress authorizes a goneral agreement.

Senator Marone. Did they?

Seerotary Dunres. If Congress had approved of the OTC, it
would have sct up an arrangomont to administer and police the general
agreemont.

Sonator MarLoNe. But they are approving the agreements.

Secrotary Dunrrs. No, sir., .

Senator MaLoNE. Didn’t you just say, or did I misunderstand you,
that tho Congress had approved the agrcements or GATT. You
did not sny that; did you?

Sceretary Duries. No. .

Senator Marone. I misunderstood you and I am glad that I did.

Sccrotary Dunres. Yes.

Senator MarLoNE, Because Congress has refused to approve the
GATT organization, the General Agreement on Tariffs and Trade,
every time it has been Presented ; haven’t they?

Scerotary DurLes. It is not explicitly approved; no.

Senator MaLoNE. It has not approved it at all; has it?

Seceretary DuLrrs. It has noever been asked to approve it.

Senator MALONE. Excopt in a round-about way through inter-
national trade organizations.

Sceretary DuLLes. That is where you and I differ.

You say the OTC was designed to approve of the General—

Scnator MALONE. Just what could you have done in Geneva if
Congroess had approved the OTC?

Secretary DuLLes. If Congress had approved the OTC it would
have approved a mechanism for carrying out the agreement. 4

Senator MaLoNE. When you were supporting OTC, as I remember
your testimony, you said that you were doing your job under the
General Agreement on Tariffs and Trade in Geneva under the general
authority of the 1934 Trade Agreements Act as extended.

Secretary DuLLES. Yes.

Senator MaLoNE. You said that; did you not?

Secretary DuLLes. Yes; I believe so.

Scnator MaLoNE. And you were going to continue to do that
whether or not we approved OTC. You testified to that.

Secretary DuLres, Yes,



68 TRADE AGREEMENTS ACT EXTENSION

Scnator MaroNe. You are thon conducting the wholo oporation
under the 1934 Trado Agreements Act. In this basic genoral agroe-
mont thon signed at Geneva on Octobor 30, 1047, articlo 31 of the
Qoneral Agreomont on Tariffs and Trado SGATT) provided that any
contracting party may withdraw from tho agrcoment on or aftor
January 1, 1051, upon 6 months’ notico.

The United States can withdraw and cancol all multilatoral trade
agrooments upon 60 days' notice.

Articlo 26 of tho agroemont provides for tho dofinitive ontry into
force thoroof under specified conditions,

Tho agreement, howover, was nover entered definitively into force,
This is & letter from tho Tariff Commission:

1¢ has been applied by tho United States since Januory 1, 1048, pursuant to the
protocol of provisional application of the Generat Agreement on Tariffs and Trade
signed at Genova, Switzerland, on October 30, 1947, the same date which the
goneral agreement itzelf was signed.

| Paragraph 5 of the protocol, the provisional application, provides
that— ‘

Any government applying this protocol shall be free Lo withdraw such applica-

on,

Such withdrawal shall takoe effect on the expiration of 60 days from the day on
which written notice of such withdrawal is received by the Sceretary General of the
United Nations.

All of tho products then vovert to the Tariff Commission, an agent
of Congress, upon the expiration of 60 days. Tariffs upon such

products thereafter to bo regulated under section 336 of the 1930
ariff Code.
I understood you to testify earlier that it required 6 months,

Secretary DunLrs. It was my recollection that tho withdrawal
clause required 8 months’ notice. If I am wrong in that——

Senator MaronE. I wish you would check it for the record. Sixty
days’ notico is all that is required and the products so covered revert
to thoe Tariff Commission on the statutory rate.

Secretary DuLLes. Yes. I noticed from what you read there there
was a reference to & 6 months’ withdrawal notice.

Scnator MaLoNE. The definitive entry into force thorcof under
specified conditions nover was really approved under conditions that
would have made it effectivo for tho 6 months’ withdrawal,

You may answer it in your own way.

Secre DuiLes. Yes.

Senator MarLoNE. Now this is a letter from the Tariff Commission
dated March 4, 1958, which I will later include in the transecript.

A first letter of January 29 from the Tariff Commission was not
entirely clear to me.- That is the reason I asked for the second letter
as to why 2 months’ notice would do the job. Both these letters are
signed by Edgar B. Brossard, Chairman of the Tariff Commission.

This is what he says in regard to the withdrawal:
(Gin’lzr)eontmcting party to the General Agreement on Tariffs and Trade

, including the United States, in accordance with the terms of the protocol
provisional application of the General Agreements on Tariffs and Trade—

which he later explained further in the second letter—

is free to withdraw from the agreement upon the expiration of 60 days after notice
of such withdrawal {3 received by the Secretary General of the United Nations,



TRADE AGREEMENTS ACT EXTENSION 69

This whole operation is in Geneva, Switzerland.

Do you ugir)ee that that is correct?

Secretary Dulles. Yes, sir.

Senator MaroNe. That is correct.

Secretary DuLres. Yes.

Senator Marons. All of your advisers agree,

Now then, these multilatoral trado agreemonts are made in Geneva,
Is tlm% tho only place thoy are made, the multilateral trade agree-
monts

Sccrotary Dutrrs. I believe it is customary to negotiate them at
Qoneva; yes, sir. :

Sonator Maronz. That is they might hold a meeting somewhere
hesides Gonova.

What I really meant, it is made by that organization set up by
GATT, which was organized in 1947 by the President of tho United
Statos througll\} the Stato Department, and mado effective by transfer
to Genova. Now wherover they held their meeting then, at'{easb that
organization makes a multilateral trado agreoment.

Socretary DuLnes. No. We send special delegations to negotiate
these major agreoments. S

Senator MALoNE. You do, but thero are 36 foreign competitive
nations who sit in Goneva and they send whatever representatives
they want, do they not? :

S};cretary DusLes. You say they sit? :

Senator MaLoNk. There are 36 foreign competitive nations sitting
in the Geneva Conforonce, each with one vote.

Secretary DuLLes. Yes.

Senator MaLoNe. Members of the GATT in addition to our own
memborship, making a total of 37 with 37 votes, is that right?

Secretary DuLLes. Yes.

Sonator MaLoNE. Then you send the special delegation which
you mentioned with one vote, but they send whomever they please;
do they not?

Secretary DyLres. Yes.

Senator MALONE. So that there are 37 nations represented, each
with 1 vote; is that true?

Secretary DuLLes. I do not think there is any voting.

Senator MaLone. Suppose thero was a trade agreement to be
approved. How would 1t be aﬁfxmved, after it was negotiated?

crotary DurLes. We would negotiate it; and, if we agree, we
accept it.

If we do not agree, it does not affect us.

Senator MaLoNe. What nations have (< agree to any multilateral
agreement? Only the ones that are im ..ediately concerned in that
trade agreement?

Secretary DuLLes. As far as we are concerned we have to agree.

Senator MaLoNE. If we withdrew the American markets from the
international poker game in Geneva I understand there would be no
game because we have the only markets that really amount to any-
thing and under the rule we are the only nation keeping the agree-
ments. We are the only nation that does not protect its own
markets, since the foreign nations do not have to keep their part of
such agreements as long as they can show that they are short of ““dollar

balance” payments.
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But whon wo make a multilateral trade agreement, say 5 nations
aro immediately affocted in tho negotiation, when you agreo and the
other 4 agree, is that all thero is to it.?

Secrotary Durnrs. No group of 4 or 6 can bind tho others.

Sonator MavroNk. Then they all havo to agreo and we have tho
“‘most favored nation’” clause so that ovory other nation receives the
bonofit of such agreoment.

Sceretary Dunnrs. Yes,

Sonator MaroNk. That is what T asked you to start with, Thank
you, Now it requires 60 days’ notice by any nation that is a party
to it to cecapo from that agreemont, cither tho United States or any
other nation,

Is that truo?

Secrotary Duturs. Could I ask to have the question repeated?

Sonator Matone, Yes.

I will bo glad to. Any contracting party to the Genoral Agreoment
on Tariffs and Trado, that means tho 37 hations that aro now mem-
bers—is that all that aro members now or have there been somo now
ones rocently?

Secrotary Durues. I think that is all.

Senator MavroNg, Then, in accordance with the terms of the proto-
col Rrowsional application of tho General Agreement on Tarifls and
Trade, any 1 of tho 37, includh:fg tho United States, is free to withdraw
from the agreement at the ond of 60 days after notico of such with-
drawal is received by the Secretary Goneral of the United Nations,

Secrotary Dunres. That is as I understand it, yes.

Scnator MALoNE. Any nation can withdraw upon 60 days’ notice.

- Secrotary Durrnes. Yes, sir.

Scenator Marnone. Now then, that is the multilateral trade agree-
ments made in Geneva, and that organization is tho only organization
of GATT that can make a multilateral trade agreement, is that right?

Sceretary DuLres. I do not know what you mean exactly by
GATT. The initials of GATT——

Senator MarLone. Tho General Agreement on Tariffs and Trade,
and that is the organization under which you are operating in Geneva.

Secretary DuLLes. GATT is not an organization,

GATT, the initia’s GATT, stand for General Agreement on Tariffs
and Trade.

Senator Maroxe. Yes.

Secretary DurLes. In other words, GATT is an agreement. It is
not an organization.

Senator MaLong. All right. Now the thing is then that multi-
lateral trade agreements are what you make at Geneva. Under what
organization did you transfer it to Geneva when it was organized in
19477 Under what authority?

Secretary DuLLes. We negotiate——

Senator MarLoxE. Under what authority did you transfer the work
;)f negotiating such trade agreements (GATT) to Geneva, Switzer-

an
A Secretary DuLies. Under the authority of the Trade Agreements
ct.

Senator Mavroxe. Explain it.

ASecretary DuLtes. Under the authority of the Trade Agreements
ct.
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Senator Maro~NE. Under the authority of the 1934 Trade Agree-
ments Act as extonded—the act that you are urging Congress to con-
tinue beyond June 30 of this year,

Sceretary Dunnes. As amended; yes,

Senator MarLoNk., The President at that time transferred tho au-
thority to Genova.

Scerctary Dunies. No, sir,

Senator MaroNE. What did he do?

Seeretary Duries. Wo negotinted a General Agreement on Tariffs
and Trade pursuant to the authority of the Trade Agreements Aet.

Senator MaroNe. Who located it in Geneva, just a common
arrangement?

Secretary Durnnes. I beg your pardon?

Senator Marone. How does it como to be in (lenova?

Sceretary Dunues. Genova is a convenient central point where a
great many things are negotiated. We had the summit conference
at Genova,

Scnator MaLoNE. Yes.

Aro you having one right soon?

Seeretary Durnies. Well, it is not right around the corner.

Senator Mavong. That 13 a little off the subject, and I am sorry.

I think we all really understood that maybe dlis was not an organ-
izntion in itself, but it is & term used for the multilateral trade agree-
ments that you make at Geneva and it is all done under the 1934
Trade Agreement Act; is that it?

Seeretary Dunres. Phat is correct.

GATT, as 1 say, stands for, the initials of, General Agreement on
Tariffs and Trade.

Senator MaroNe. How many of them have you negotiated? I
have been told it was only eight. I was under the impression it was
quite a fow more than that.

Secrotary Duries. There is one mulilateral agreement which is
the one to which the other 36 countries you speak of are parties.

Then I believe there are 7 or 8 bilateral agrecements that we have
dealing with this subject matter.

Senator MaroNk, What does this one agreement you talk about
contain?

Secretary DuLLes. It contains agreements by all of the countries
about what their tariffs will be.

Senator MaLone. That was an original agreement, was it? Do
you amend it from time to time or what do you do with it?

Secretary DuLies. It is rencgotiated from time to time, yes.

Senator MaroNE. I have a book here. Is this the first agreement,
the only agreement that you made with 36 nations? It says here:

Preliminary for release at 11 a. m, eastern daylight savings time, Thursday
June 7, 1956, not to be previously published, quote% from, or used.in any way.
General Agreement on Tariffs and Trade, Analysis of United States Negotiations
Sixth Protocol (including Schedules) of Supplementary Concessions, l\egotiate«i
at Geneva, Switzerland, %anuarx—-May 1956, Department of State.

This is the th'mg that you have rencgotiated after first negotiations

in 1947; is that it . .
Secretary DuLLes. I cannot see, Senator, what it is you are holding

up.

Senator MaLoNE. I will trust you.

Secretary DurLes. It is not classified, I notice.
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This roflegts the results of tho tarifl negotiations of 1950,

Sonator Matonk. How many of thoso ronegotiations have you had?

Socrotary Durnes. Quito a lot. T cannot givo you the full answor.

There havo beon 4 in tho last 4 years,

- Sonator Marons. Could you completo the record?

Scerotary Dunnes, Yes,

Senator Manoxe, Starting with the flst one, whatover date it
was made,

Do you know when the first one was made?  Was it 10477

Seerotary Dunnrs, Oh, no. It goes back to about tho date of the
fivat ndoption of this legislation, about 1034 or thereabouts,

Suuator Marone. T undorstand that all bilateral and multilateral
trado agrecmenta ave mado under the authority of tho 1934 ‘I'rado
Agreomoenta Aot, as extoided.  Howaever, you were not making them
at Geneva until 1047, were you?

Scerotary Durues. 1 do not think so.  ‘Thero is no mystery about
Guoneva, Seantor,

Sonator Marone, 1 was there in 19656 at the Atomio Power Con-
ference,

1 took your seeretary of GATT to lunch.

Ho was an Englishman,

Secrotary Dunnes, My sccrotary?

Senator Maronk., No; not your secrotary. 'The sccrotary to the
Qeneral Agreement on Tariffs and Trado. I had & long visit with
him. ‘T'hat was in 1055 and T was on tho way to Russin and attonded
the first weeting of the oxperts from Russia and all othor nations on
atomic onergy in Genova, 1 spent soveral days there attending those
meetings.

I was thoe only one not a member of the dolegation in the glass
house where 3 Russians and 3 Americans first mot and talked through
an interpreter about atomic power and atomic cnergy dovelopment.

I was intensely interested in it and still am, but I am interested in
this, too. Would you complote the record, then, as to whon you
started making multilateral trado agreements under the 1934 Tradeo

A?oomonts act .
gucss you did not make any before 1934, did you?

Secretary Dunnes. No.

Senator Maroxe. Then start with 1934 and complete the record on
the bilateral and multilateral trade agreements.  Would you do that
for me for the record?

Secretary DutLes. Yes, sir, :

Senator MarLoNe. Now under these bilateral trade agreements,
you make thoso, do you not? When you negotiate them with other
single nations they are called bilaterals then?

retary DuLLes. We negotiate all of them.

Senator Matoxe. No, I am now confining this question to bilateral
trado agreements. You do not make them with several other nations.
You make them with ono other nation; do you not?

Secretary DuLLes. That is right,

I thought yvour point was as to who negotiated them.

Senator MALoNE. No.

Secretary DunLes. You said we negotiated those as though we did
not negotiate the others. .
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Senator Marone, We havo passed hoyond the multilateral though
wo might roeturn to it.

Socrotary DurLes. All right,

Sonator LoNa, Sonator Malone, I believe you have a number of
other queations that lyou,would liko to ask. .

The hour of 1 o'clock having arrived, I discussed this matter with
tho chairman and ho thought that at 1 o’clock it would be woll that
wo roccss whtil 2 o'clock or 2:30.

Wo will meot back here at 2:30, if that is agrecable with you, Mr,
Seerdtary,

('Tho material proviously referred to follows:)
Jung 1058,
CALENDAR Oy TRADE AGHEEMENTS )

Listed below aro thoe 83 countrles with which the United States has concluded
roolprocal trado agreements under the provisions and authority of the Trade
Agrcomonts Act of 1034, as amnended and extended).  Agreetnonts with 43 of these
countrics aro presently M effoct; 38 are under tho raultilateral Gencral Agreement
on Tarlffs and Trade (GATT), and tho remalning B aro bilateral agreoments,

Moanings of symbols used In tho list are as follows:

1) indicatos bilateral agreoment, .

» (A), (T), or (J) Indicates multilateral conference at which country nego-

tiated for accesslon to s —(enova, 8witzerland, 1047; (A)—Annecy,
France, 1049; (T —-Torquag' England, 1051; (J)—Ueneva, Bwitzerland, 1955,

The 10 countrics with which trado agroements are no longer in effect are in-
dicated by itallo.

Counlry Dal:wem- Dato effective D“n‘sm terml-
Nov. 18, 1941
1, 1048
Oct. 19,1961 §.
LIS L.,
8 |.
™8 |.
48 1.
1948 |? Msy 8,190
936 [t Dee, 13,1949
%7 {8 June 1,1981
Apr. 1o i
F 950
950
.| Aug. 619381 Oct m‘ig
..] Oct, 10,1949 | May 25,190 |.
.| Oet, ag'.nm Jsn, 1,148
.. Apr, 21,1981 | Oct. 11,1981
..| Oct, 20,17 | July 28 1948
.} Odt, %21949 Mar, 9,1950
.4 Apr. 24,1908 | June 15,1906
. Oct. 10,1949 | Jan, 11,1950
.| Dee. %ms Mar, 2,106 1.
Aug. 27,1943 | Nov. 19,143
Oct. 30,1947 | July 9,148
"‘K"“Kiﬁi' “"'45:}%
. og 10,1049 {h 0, 1050
une 8 198§ . 10,1955
Oct. 20,1047 | July 20,1948 | 3Fed. 25, 106
Oct. 10,1949 | May 33,1960 | $June13, 1963
..] Oct. 30,1047 | Jon. 11,1948
JoooodO.o... ... July 28 1048
Dec, ﬁlw Jan, 30,1943
o K i g
..... teszass y .
Oct. 10,1040 | Msy 28,1950 |.
Oct. %, July 11,1948
- s | oy AR
Apr, 21,1961 | Oct. 7,191

Sea footnotes at end of table, p. 74.
27620—58—pt, 1——6
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Countr Date con. | Dateeffective | Date teimi.
¥ chuded nated

Oﬂ.

RhodntnndN’ynumd (L) 2 AT,
ﬂwltl«hns (... freasescsaanas

l 'l‘ho [ qﬁumnl relationship shown above superscded a bilateral agroement which was terminated
ﬁ?&‘ the rehlionshippshown above was undc:uken The ‘u‘;mmonls 20 terminsted or sus-

pended are as follows:

Counlry Kfectire date
Belglunm. e iineiiii e . e eeaeeaneseenieitaeiaarianaaan May ! 1938,
Beatll.. ........... errrasmsanee hescereenan sresestssainrasrracans crevatiaetan saenenn . Jan, 1,183,
Canada:

Do,
N . . 1,190,
;\kmentl Jan, 1,190,
Nmpp‘emen Dec, 20, 1040,
[ o111 . P U P .. .. 8opt, 3, 1934,
8 ‘yppkmenlal frreeecieeisananins Dee. 23,1939,
A supplementa . an, & 12,
;‘n;:c’ioﬂovn\u (duly (vncmlom in this bilateral wero terminatedon A o Apr. I% &

............................................................... ov. 2
Fran; Juno 18, 1836,
| (U] R, ereenamaran une 3§ 1633,
.ulemhourg ceeiens .. May 1,198,
\'elh(-dmc .............................................................. .. Feb, 1,196,
kvuua (duty concestions in this dbilateral were terminated on Mar. Oct. 1,198,
- July 29,1042,
hmkn. .. Aug. 81438,
! .. May 8 1%39,
IUnlt ..... Jan, 1, 1030,
Uruguay...ccceueunne Cresesisssarecissoasarasaecnannen ceeasasiaean cerevisasannae wens JAD, 1IN

‘ Counu indicated withdrew from the GATT eflective as of the termination date shown,
nﬁmmmt mmimtod by Wint agreement effective as of the date show

| Unllcd b ohllnllom o C vakia under the (M'l"l‘ were m!pend\ u pt. 29, 1031,
¥ (Thana Fedemuon ol Mslaya were recognized as contract farﬂu on cl I'I 19.57. and Oct.
4, 1937, mped vely. agreermnent was previously appl!cd by the Unlted Mn om {n the pres-

eat areas of Ghana dthe Rderauonolu }t
Pﬂo{n 0 Feb, :4. mo. lhe tlule on which the egubllc of Indoneaia was recognized as acontraalng party,
Net n;mmenl to the Netherlands Indics as 8 Netherlands territory.

! Prior,to Od m. uu date on r Ioh the Pedenllon of Rhodesla and N 'd WAS recognized as

a mnlndlu in the prewnt l-‘edera! area by Bouthern Rhtr
; Enlynlted flnxdom (lor \'otthem ';rodesla an 958“ land). 4
! An mme?tlminz the cscape clause was aigned O A supplementary sgreement boceme

effective July 1

g.

?

In addition to the basic agreements shown in the list above and its footnotes,
there have been a number of renegotiations of a multilateral character. The
rincipal ones are in the treatles and other International Agreeinents Series
TIAS), listed below together with document numbers.
groemont providing trade concessions on certain items (1955): TIAS 3473.
Agreement surplemontarv to tho General Agreement (1957): TIAS 3854.
Sixth Protocol of q\g)plementary Concessions (1956): TIAS 3591.
Eighth Protocol of Supplementary Concessions (1057): TIA8 3882,
(Whereupon, at 1 o'clock p. m., the committee was recessed to re-

conveno at 2:30 p. m., the same day.)
AFYERNOON SESSION

Senator FrRear. Mr. Secretary, the chairman has been detained &
fow minutes but in order to conserve time and yourself, too, he thought
we might start heering your statement if it is agreeable with you,

I might announce to the committee that Secretary Dulles will return
tomorrow morning at 9, 9:30, or 10 o’clock.

The time will be announced before we leave.
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Senator MaLoNE. Before wo have to get up?

Senator Frean. Yes, sir; and beforo wo recess this afternoon,

Mr. Scerotary, it is fino to have you here with us today and we are
looking forward to your testimony and I am sure you are looking
forward to tho questions,

Seccrotary WrEks. Yos, sir,

Mr. Chairman, may I ask if I could complete my statemont hofore
tho questions, if that is in accord with Your rules and regulations?

Scnator Frean. Yes, Mr. Scerotary, I think that was agreed to pre-
viously and I am sorry I did not announco it.

Scerotary Werks. 'I'hank you very much.

STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF
COMMERCE

Secretary Wegkks., Mr. Chairman and members of the committee,
I am hero today to urgoe passagoe of H. R. 12501, to extend for 5 ycars
the President’s authority to enter into recipromi trade agreements for
the benefit of the United States. )

The trade bill presents a practical and powerful means of dealin
cffeetively with our economy at home and our grave problems abroad,

Tho full 5-year extension will provide one of the most powerful
tools yet dovised to build American prosperity, free-world solidarity
and might, and a firmer peace.

This i8 legislation which will promote our Nation’s cconomic welfare
at a time when wo are striving to resume full use of our productive
cu’;‘acity. . )

his is legislation which will help protect the jobs of more than 4%
million American workers whose livelihood depends on world trade
and which will help create markots for additional American exports.

Equally important, this is legislation which will provide a needed
and effective’ instrument with which to combat Soviet economic
a%gression. Passage of this bill will ;,)romote the economic strength
of the etitire free world, and will help hold the free-world community
firmly together in the face of Soviet economic threats and blandish-
ments, i .

In sum, this is legislation which, in my judgment, is good for the
country and which %s essential in the nationﬂnterest. With your
permission, I should like to tell you just why I believe this bill will
advance our economic wellbeing, and how it will assist us in countering
tho Soviet economic offensive.

First, however, lot me point out that the Secretary of Commercs is,
by statute, responsible for fosterin%'; promoting, and developing the
foreign:an& domestic commerce of the United States.

In doing so0, he must take into consideration the needs and problems

of all segments of American business and industry. This includes
those who engage, directly or indirectly, in foreign trade and invest-
ment, as well as those who have little or no interest in foreign markets
or foreign sources of supply. .
. The United States today is by far the most important trading nation
in the world. With world trade’s increasing importance to us, the
Department of Commerce is playing an increasingly significant role
in_the formulation of our foreign-trade policies.
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Additionally, the President has strongthoned Commorco’s volo in
trade-agrocmont matters and in foreign economic questions, gonerally,
by creating a Cabinet-lovel ‘I'rado Policy Committeo, chaired by the
Socrctary of Commerce. This Committeo now dircetly advises tho
President in the administration of the trado-agreomonts program.

Tho recommendations mado to tho President by this body include
aotion in escapo-clouse cases.  The Committeo guides the direstion
of QAT'T negotintions and is consulted on the proposed composition
and membowship of our delogations to GAT'T mool‘iuﬁs. Tho Com-
mitteo reviows and advises the President respeeting all recommondu-
tions of tho interdepurtmental Trado Agreemoents Committoe, and is
consulted on other matteis which influence this country’s position
in world trado.

Creation of the Tradoe Policy Committee is & now approach in this
area, and refleets the fact that our domestio economic situation is
receiving and will receive duo weight when deoisions on international
questions aro taken.

Now, why docs the President, and why do 1, anld why does the
country beliove that the bill under consideration is 30 essential and
so important? A look at the magnitudo aud coraposition of our
foreign trado provides onoe of tho answoers to this question,

Our oxtornal trado has reached truly staggering dimensions; 1957
was our poak trading year to date, with oxports of manufactures, raw
materials, and foodstufls totaling $19% billion--and this complotoly
exclusivo of any military aid. In the same year, our imports totaled
$13 billion.

Trade lovels in 1958, despito the recession, still aro vory hi‘;h, and,
today, forcign demand constitutes ono of the important forces huoying
up our industrial production and employment.

By way of oxample, exports of finished manufactures in the first
quarter of 1958 were down only 4 percent from the 1957 first-quarter
level, while our production of manufactures had dropped by 11 per-
cont. Trade of this magnitude is, obviously, of very great importance
to our economy.

World tradoe provides the livelihood for at least 4% million American
workers—about 7 percent of our labor force.

Our exports of goods and services currently ropresont about 6
percent of the Nation’s output.

The value of United States goods marketed abroad in 1957 exceeded
the value of all consumer purchases of automobiles, parts, and acces-
sories, or all residential construction, or all consumer purchases of
furniture and houschold equipment, or, to take examples from the
field of a.iriculture, all cash receipts of farmers from crop marketing,
or all cash receipts of farmers from marketing of livestock and live-
stock products. .

We exported around 10 percent of our entire output of movable
goods in 1957, including 13 percent of our machine tools, 20 percent
of our production of trucks, 29 percent of our construction and

minin‘f equipment.
And, in agriculture, on an average over tho last 5 crop years, 26
percent of our cotton, 28 percent of our tobacco, and 32 percent of
our wheat. :

Figures of these dimensions forcefully demonstrate the importance
of world markets to every area of the United States, and every major
segment of business and agriculture in our country.
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‘I'hero aro thoso who say we can continuo to sell, even if we do not
buy. ‘This is just not so. Nations, like individuals, must evaluate
thoir noeds in torms of tholr purchasing power.

Countries without dollars cannot purchase Amorican products,
much as thoy might like to, or much as we might like to sell to them,

For proof, 1 want to show a chart and, Mr, Chairman, I have sevoral
charts that T will como to in tho courso of the noxt fow moments.

'This chart shows total intornational payments.

Thero is the line showing our roceipts. It goes back to 1019, and
here is tho lino showing our payments, and thiere is the line showing
Our recoipts.

And you can seo for yoursolf how closely corrclated aro the 2 sets
of statistics, running back, as I said, almost 40 years.

Throughout the poriod, changes in United States receipts have cor-
responded very closoly to changes in tho level of United States pay-
monts to foroign countrioes.

In other words, what foroigners spend here for goods and services,
on tho record, is closely related to what we spend abroad, chiefly for
their goods and sorvices, but also including our investments abroad
and our foreign aid outlays. '

Now, I have a ¢hart here, we call our block chart, that shows for
1057 the halance of payments.

On tho loft-hand side are the—what the foroigners bought from us.
‘They hought goods and services totaling slightly over $26 billion.
%"lreiﬁht, travel, other services, and investment income are in tho blue
lock.

Bolow that are tho exports, our exports of foodstufls, raw materials
and semimanufactures, and, finally, the red block, the exports of
finished manufactured products. It is a total of $26 billion. '

‘This is balanced on the right-hand side by what we bought abroad
and we brought in tho red block at the bottom $3% billion of finished
manufactures; the noxt block is the foodstuffs, raw materials, and semi-
manufactures, and finally freight, travel, other services and invest-
ment income.

So we sold by way of goods and services $26 billion, and we bought
about $18 billion.

Now how was the difference balanced out?

First by $3.2 billion of military purchases—that includes the mone
spent bf the porsonnel of our military establishment stationed abroad;
$2.8 billion by Government aid.

Scnator Kerr. I do not want to interrupt you there, Mr. Secretary,
but did I understand the $3.2 billion is the individual purchases of
our military personnel or is that purchases by our Government?

Secretary WeEKRs. No; this is cost of maintaining our troops and
other installations abroa&, plus what the personnel themselves spend
out of their own pockets.

Senator KERR. Yes.

. Secretary WEEKS. From their salaries and 8o on, pay.

‘Finally, tho last block, $3 billion of United States private invest~
ment abroad.. This gives you a general picture of what we did last
year, and I will proceed. ~

What part now have reciprocal trade agreements played in the.
favorable trading developments of recent years?

To my mind, a very important one.
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Wo havoe had our heat opportunity to judge tho worth of the program
during tho past 8 yoam or so. Ioforo this, World War II and its
aftormath and the Korean war had so distorted world trade, had so
increased tho nood of many countrics for imports, and so reducod their
ability to oxport, that the offocts of reciproeal tariff roductions wero
tomporarily ovorshadowad during this poriod.

By looking at tho last 8 yocams, when cconomic conditions have
bocomo moro normat in most countries, I think wo can soo boettor what
has happoned during a lmiod whon tariff rates havo again hoeome an
important factor in trade.  In this way wo can form somo idea of tho
world of & program under which we and all or our importent trading
partnem havo reciprocally loworod many dutica,

Lot me presont to you a chart in which wo have compared undor
the heading “Exl)orla and Imports of Finishad Mnanufactures in
Constant 1050 Dollaw,” tho trond of oxports and dutinble imports.

Tho export total has been arvrived at by subtracting thoe total value
of our foreign-aid grants,

Now, the pointer is pointing ovor on the left-hand side, woe havo the
pioture, way ovaor, of our imports below, and our oxports abovo, in tho
porviod from 1926 until the Second World War.

Thon I have blacked out the World War IT and its aftermath
and started again in 1951,

And up above wo have tho line showing tho steady increaso in the
oxport of finished manufactures and below a modorato increase in the
import of finished manufactures.

his red line abovo is arrived at by deducting arbitrarily ovory
dollar of military or other aid, part of tho aid Progmm of this country.

Sonator Kerr. At this point in order that I may better understand
and not interrupt——

Secretary Werks. Yes, sir,

Sonator Krrr. Can that bo related to tho one that just preceded it?

Socrotary WeEKs, No—

Senator Kerr, I mean the exports minus Government grants
appears to bo $8 billion.

rotary WEEKs, Yes; sir,

Senator Kerr., What was tho figuro that was over there, sir?

Secretary Werks. The figure over there is $10.4 billion,

Senator Kerr. I thought it was $19 billion.

Socrotary WEreks. Well, $19 billion includes foodstuffs, raw ma-
terials, and semimanufactures. »

Senator Kerr. What docs this include?

Secretary WEEks. This is just finished manufactures.

Senator KErR. I thought that was everything excopt Government
grants.

) Secretary WEEKs. No; this red line is just the finished manufac-
ures.

Senator Kerr. I see.

Secretary WEsKs. Just the finished manufactures, with no Gov-
ernment aid included. Everything is arbitrarily taken out. And
the reason I use dutiable imports is that this is the arca where a
tariff debate would result. .

Those items that are on the free list were put on the free list in 1930,
in the Smoot-Hawley Tariff Act, and still remain there.
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Lot mo say that the really significant factor to be noted is the
tremendous increasoe of our exports of finished manufactures in tho
last B-year period as concentrated in this particular field with a
rn!nllivnly small inereaso in dutiablo immports of the same category of
goods.

And while wo uuom’n, I maintain, while we attempt to provide a
reasonable measure of protection for industries that might be in
difficulty, there, ns L aco the picture, is an obligation to give a mensure
of protection to the $8 hillion of finished manufactures made in the
plants, mills, and factories of this country,

In somowhat more detail lot mo now refer to soveral charts depictin
tronda of the last 6 years in oxports and imports of particular types o
commaoadities and for this purposo I am choosing examples from
industrica whose products are hoth oxported and imported on a
significant sealo,

I am including several industries whose spokeamen havo been known
to complain publicly about competitive imports, oven though their
products aroe oxported in much larger volume than they are imported.

As T look at tho figurea T wonder, as T have often wondered in the
past, if such spokesmen are bearing in mind the stake which their
own industrics havo in the maintenance of export markets, and if
thoy realize how much thoy themselves might stand to loso should tho
United States follow shortsighted policies leading to shrinkage of our
markets abroad.

Lot us look, for oxample, at our chemical trado. Tn 1953, wo ex-
ported about $000 million worth of chemicals and allied products,
At about this time the chomieal and allied-products people—many of
them, not all, but many—looked at the future with dire forchoding if
this trado policy were maintained in beoing. In 1053, we exported
about $000 million worth of chomicals and allied products and im-
ported some $450 million worth.

Now our exports of chemicals have risen continually since 10563,
and total in 1957, $1% billion, 70 percent above the 1953 levels, while
the imports have held steadily at or below the level of 1953, and this
docs not strike mo as the record of an industry in dire jeopardy from
import compeotition.

Rather it suggests an industry with a vital stake in keeping as
clear as Fossil)le its channels to oxport markets,

One of tho most important single classes of United States exports is
industrial and business machinery. These oxports have risen from
$1,700 million in 1953 to more than $2.6 billion today, in 1957.

imports. although acquiring somo consequence in the past decade
have risen much less since 1953, from $150 million to $280 million

a year.,

Similarly, while imports of iron- and steel-mill products have held
steadily at roughly $200 million belween 1953 and 1957, over tho
same span exports of steel products approximately doubled, moving
from about $560 million to more than $1,100 million.

Still another industry in which our exports have grown rapidly is
paﬁor manufacturing.

xports of paper and paper products have risen by more than 60

percent since 1953, . e .

To be sure, our imports of paper and paper manufactures, exclusive
of newsprint for which wo rely chiefly on foreign supplies, have risen
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by a similar percentage but they remain less than one-third as large
a8 the corresponding exports.

Now let us look at cotton textiles, where the trade picture does
not seam as good as some of the others,

Imports of cotton manufactures doubled from $73 million in 1953
to $154 million in 1956, and amounted to $136 million last year.

Over the same interval, oxports of cotton manufactures have
declined somowhat from $272 million in 1963 to $263 million in 1957,

But wo should not lose sight, I think, of the ovorall picture in which
United States cotton textile exports remain nearly twice as large as
the imports,

Actually in cotton cloth last year tho oxports were $148 million,
and the imports $36 million.

And imports such as thoy aro, still rank only between 2 and 3 porcont
of domestic production,

Now in this connection, I would remind you of our recont efforts
in bringing to the attention of the Japanese the implication of the
very rapid riso in United States imports of cotton textiles which was
under way a fow yoars ago.

The Japanese decided to limit their exports of such products to us,
and I believe that this voluntary action on the part of Japan has
worked well in the interests of both countries.

In & world as complox as ours, in which a variety of factors affect
trade, it is difficult to isolate tho effects on trade of any one influence.
1t is clear that many things in addition to the reciprocal trado agree-
ments frogram have played a part in these favorable developments
which 1 have described.

But while it would be incorrect to attribute these advances soleoly to
the reci%rocal trade agroements program, it is, as I have said bofore,
downright wrong to condemn & program under which such spectacular
strides have been achieved. ‘

We may not be able to measure precisely the part played by the
programn n expanding our exports, but these were the rules under
which the game was played while our trade was making such out-
standing progress from 19563 to date.

In the light of the results how can one say the rules are bad?

Let me now describe very briefly the specific proposals contained
in the bill you are considering.

First, it is proposed that the President’s authority to enter into
trade agreements be extended for 5 years, from June 30, 1958, through
June 30, 1963.

As 1 will explain in detail later, a §-year renewal of negotiatin,
authority is needed primarily to enable us to help maintain an
furtléer develop our trade relations with the European common
market. - : ‘ :

We sold over $3 billion of American products to the common
market countries in 1957, and it is important to American industry
and ag_r‘i;l:ulture that the new common market duty rates be as low
as 0. - : T

e United States needs to undertake careful and exhaustive
preparations and conduct detailed negotiations with- the common
market; and in order to do so, the President must be provided with
sufficient authority. S g - SR

.
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It is further proposed that additional authority be provided to
reduce duties in carrying out trade agreements entered into between
July 1, 1958, and July 1, 1963. ‘

his would consist of authority to reduco individual rates of duties
to a point not below the lowest rate resulting from applying any one
of tho threo following methods: -

(1) Reducing the July 1, 1958, rate by not more than a total of
25 percent. 10 Presidont would be authorized to make reductions
%raduslly over a period of time in not more than five annual stages.

en percent of the rate would be the maximum reduction which
normalll{y could be put into effect for the first time in any one year.

(2) Reducing the July 1, 1958, rate by not more than 2 percentage
points. Such reductions would also have to take effect by stages,
not exceeding 5; and no reduction of more than 1 percentage point
normally could be made offective in any 1 year. This alternative
authority would be significant in the caso of rates of less than 8 per-
cent, where 2 percentago points would be & larger reduction than the
maximum reduction under the first method.

(3) Reducing, as is presently authorized, an existing rate which is
above 50 percent ad valorem down to 50 percent ad valorem. Here,
too, reduction would have to be made gradually by stages. This
alternative authority would be significant in cases of rate over 66% per-
cent, where it would permit a greater reduction than under the above
first alternative method, o

It is progosed not only that the peril point and escape clause pro-
cedures and other safeguards for American indushy and labor in the
gresent law be continued, but also that the safegnards be strengthened.

pecifically, it is provided that: -

The Tariff Commission would be given more time—6 months in-
stead of 120 days—in which to completo peril point investigations and
reports.

- Tariff Commission investigations and reports in escape clause cases
are to be completed in 6 months instead of the 9 months allowed by
the present law, :

The Tariff Commission would be given the power of subpena as
mla)el(lied to acquire information relevant to its trade-agrecment respon-
sibilities. -

The President would be given greater authority to raise duties.

He would be authorized to raise duties as much as 50 percent over
the rates which existed on July 1, 1934. This represents a significant
change from the present law, under which the President now has
suthority in escape clause cases (1) to terminate the trade agreement
concession, with the result that usually the rate established by the
Tarifl. Act of 1930 then applies; or (2§ to increase the duty by as
much as 50 percent over the rate existing on January 1, 1945.
- Since on many items the 1934 rates were substantially higher than
the 1945 rates, this change would increase the éxtent to which duties
on such items could be raised where necessary to avert serious injury
to domestic industries, L wob e R

The President would be authorized, in escapé clause cases, to ini-

Eose duties of up to 50 percent ad valorem on duty-free items which
ave been -bound in trade agreements. - S S

- -The-eligibility of organizations or groups of employees to filo'appli-

cation for an esca ause investigation would be made explicit. - : .
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When the President disapproves in wholo or part a ‘I'ariff Commis-
sion recommendation in an vscape-clauso caso, offeot would bo glven
to any part of the recommendations which ling not boen mado effcotivo
if there is approved, within 060 days of tho submisslon of the roport
of tho President’s disapproving action, a concurront resolution by a
two-thirds vote of both Houses of Congreas.

Any such resolution would bo priviloged in order to oxpodite con-
greasional consideration,

It is also proposed that the law provide for more prompt and effec-
tivo consideration of serious injury cascs, under theso circumstancos:
Tho Tariff Commirsion shall prom})uy instituto an cscapo-clauso inves-
tigation, it in tho course of a perit-point investigation it finds that an
increaso in the existing duty or additional import restrictions is ro-
quired to avoid scrious injury.

Finally, it is 1i)roposod that tho national security amendment ho
changed to apecify cortain of tho factors which are to guide the
Diroctor of the Oflico of Defonse Mobiliration and the President in
conaidering whother imports arve throatoning to impair the national
sccurity.  In addition, certain procodural changes aro made in the
considaration of national scourity cases,

Tho bill specifically dircols tho Presidont to includo in his annual
report on the operation of the trade nitroomon.ts program a statement
on progress mado in romovm{; restriotions maintainod by other coun-
tries on importa from tho Unitod States and statoes that it is tho senso
of Congress that tho Presidont shall secok information and advico
from ropresentatives of American industry, agriculture, and labor
during tho courso of negotiating trade agrecnonts,

. g wt:\nt, to say a fow words about safoguards protecting American
industey.

Whilo stressing the desirability of an expanded forcign trado, and
our need in this connection for the authority conferred by this legisla-
tion, I want to stress with equal forco my boliof that whon we work for
ircreased trade wo havo a clear duty to seo to it that we do not grant
tariff reductions which cause scrious injury to individual segments
of American business. .

I beliove tho safeguards contained in the present legislation, as
significantly reinforced by H. R. 12591, fully meot this cssontial nced.

here are two broad tvl)os of probloms against which we all agreo
safeguards are nceded. Tho first is the possibility of serious injury to
individual industries or segruents of industries. This is the problem
of commercial injury. )

The other is the possible threat to our national security—the risk
that imports might interfere with production we need for national
defense. These are two different problems and the safeguard pro-
visions are similarly distinct.

Our safeguards against commercial injury are of two kinds. One—
the peril-point procedure—is designed to identify such problems in
advance and avoid making tariff concessions which will threaten
commercial injury. The other is a remedial provision—the c¢acape
clause designed to give individual firms and industries & procedure
for seeking a remedy where concessions do as a result of unforeseen
circumstances create such injury. :

And as I noted at the beginning of my remarks, the bill dyou are con-
sidering strengthens significantly both the peril-point and the escape-
clause procedures,
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Thoro has been somo feeling that tho limitation of tariff increases
to 50 porcent nbovo tho 1045 rato might In some cases mako such
rolief inadequato. ‘I'oo, there has boon foar that the inability under
l)mwnt legislation to impose duties on duty-freo items might work
mtdships on certain industries,

It is in recognition of theso situations that thoe bill before tho com-
mitteo proposes that tho level to which the tariff could bo raised in
such cases bo substantially increasod by raising the ceiling to 60
porcont over 1034, and that duties of up to 50 percent ad valorem
could bolovied on duty-froo itoms, ‘I'hose changes would importantly
enlargo tho roliof avallable under escapo-clauso proceduro,

As for tho natlonal security provision, which 1s spolled out in more
dotail in this bill than provlousl(, hero tho coverago is even broader
than in tho caso of the commercial injur( escapo clauso.

T'ho President’s authority extonds to imports of all items, whether
or not thoy havo beon subject to a tariff concession, Horo the
Prosidont’s authority is all inclusive-~thoe adequacy of the remedics
availablo is sclf-ovidont.

Tho Presidont’s action on crude-oil imports—and I may parentheti-
cally say that I was, have beon, and am now Chairman of the President’s
Committoo to mako recommondations rospccting this general situ-
ation—the Presidont’s action on erude-oil imports and mororecently
on imports of unfinished gusolino ovidence the fact that the provisions
of tho statuto are available and are invoked when oceasion requires.

Thore has been criticism of tho ol)oration of the cscape-clause
provisions, so lot us examine tho record to date. ,

Tho fact is that most unsuccessful escape-clause applicants failed
to obtain action because they did not make a caso for injury in their
npgearanco bofore the Tariff Commission,

Sinco the institution of escape-clause procedure of the 87 cases filed
with tho Tariff Commission, 54 cascs were cither dismissed at appli-
cant's request, terminated without finding or rejected by the Com-
mission, Three are still ponding. )

The remaining 30 cases were sent to the President with a recom-
mendation for action, .

Theso 30 cases which were presented to the President by the Tariff
Commission involved 26 commodities, ) )

Of the 26, 2 are still pending; and of the remaining 24, the President
has taken action in 12-—in 10 by accepting the Tariff Commission
recommondations and in 2 by other appropriate means.

It is indeed a tribute to the operation of the Trade Agreements Act
that while we have mado concessions on about 3,000 items that move
in world trade, over a 5-year period only 26 commodities reached the
President’s desk under escape-clause procedure.

In each case where he decided not to invoke the escape clause, the
‘President documented fully and publicly his reasons. In some cases
the President concluded that serious injury as a result of imports had
not been demonstrated; in others, that the proposed t increase
would not remedy the situation in any significant way. -

‘While basing his decisions primarily on these considerations, the
President—whose responsibility it is.to conduct the foreign relations
of the United States—obviously also had to weigh the effects of
particular actions on our relations with other nations, on our alliances,
and on our military security itself.
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In my Houso testimony I cited the case of fish fillets, whero the
Prosident concluded that the raising of duties would not really im-

rovo the situation of our industry, and, as I interproted his action,
1t might well push Iceland, a friendly small country, far into a position
of economic dependence on the Soviet Union,

Iceland plays a vital role in our defense alliances by virtue of its

cographic position, Instead of raising duties, thereforo, tho Presi-
dent decided to take a series of other measures which he judged would
more offectively assist our domestic interests without prejudicing our
relations with an cssential ally.

Moro recently, the actions on cortain metals and minerals which
the President has propoesed and which the Senate is now considering,
-are other examples of how effective relief can bo granted to deserving
industries by other than tarilf means, thereby contributing greatly
to the proper conduct of our foreign relations and furthering our
national interest,

I want to stress with the utmost vigor the vital role played by the
Presidont’s discrotionary powers in these matters. As f have stated,
the legislation you are considering contains a provision, acceptable to
the President, under which a concurrent resolution by a two-thirds
vote of both Houses of the Congress can override Presidential dis-
spProval of a Tariff Commission recommendation.

T'o go beyond this in limiting thoe President's discrotion, as some have
suggested, would in my judgment be a very serious mistake. The
record of tho President’s action in these matters demonstrates that
ho has used his authority wisely in our national interest, and I consider
it absolutely vital that he continue to bo able to exercise effectively
this discrotionary power.

As T have followed the debato on the reci{)rocal trado program, |
have given very careful consideration to the arguments of those
opposing it.

ot mo refer to a fow of them very briofly.

There aro those who charge that the reciprocal trade agreements
program is not truly reciprocal, that we have reduced our duties with-
out receiving in return equivalent reductions from our trading partners.

The facts demonstrate the contrary. We have obtained concessions
from foreign countries which about match in volume and value the
concessions we have given. While our duties have dropped signifi-
cantly during the lifo of the program, so have those of all of our
Kriucl al trading partners who participate with us in the program, and

ere, Mr, Chairman, may I insert for the record, I will spell it out here:
Our duties have been reduced to a level of average ad valorem equiva-
lent duties prewar approximately 37—

Senator KErR. What do you mean, percent?

Secretary WEEKs. No—have been reduced from 16 to 6 percent.

Germany, Western Germany, has reduced its average ad valorem
equivalent duties from 28 percent, down to 6 percent,

France from 22 down to 6, Italy 12 to 8, Belgium-Luxembourg from
12 to 8—6 to 4 rather, Sweden, from 9 to 5%, and the United Kingdom,
exclusive of revenue duties on such items as tobacco, liquor, and
petroleum products from 4 to 2.

I will see these figures are provided for the record.
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(The Secrotary of Commerco subsequently forwarded to the com-
mittee the following statement:)

Changes in tariff levels of selected countries with whick the United States has trads

agreemenis
Tarifl Jevel )
Cotintry

1037 1087 Percent

change
2.8 9.6 -68
14.2 8.9 ~58
13.0 110.2 -22
6.4 128 -5
2.9 15.9 -2
2.0 64 -1
£21.1 4162 -3
1.8 184 -7
12.1 4.8 ~60
8.9 15.8 -
16.1 5.9 ~63
4.1 23 -4

1 Ratlo of customs recelpls to value of imports. Customs recelpts do not Include revenue taxes levied at
su'blatsntlally similar rates on equivalent domestle production.

Now following tho war mnn{y foreign countries imposed quantitative
restrictions on %lollar oods for balance-of-payments reasons. Such
(uota restrictions had considerable effect ou trade patterns. We
agreed that 3uotas could be used as long as halance of payments
roblems made thom necessary. Wae realized, of course, that these
Hnnnciul problems deferred somoe of the bencfits we obtain from
trade-agreoment concessions, but considered this inevitable as long as
countries could not in any case pay dollars for more imports.

There was full agreement by all partics, however, that quota
restrictions should be relaxed and removed as rapidly as circumstances
permit, and this basic commitment is written into the GATT.

Most people are not aware of the extent to which these quantitative
}“estrictions have been cased in recent years, particularly in Western

Lurope. )

Today, for example, Belgium, the Netherlands, and Germany—
three of our principal trading partners— impose virtually no restric-
tions on imports of dollar goods.

Sweden has freed 70 percent of its private dollar imports from
quota restrictions; Italy, 72 percent; Denmark, 55 tpercent; Norway,
85 percent; in fact, practically all of the countries of Western Europe
have teken some steps to remove quotas on dollar imports.

. This development undoubtedly has played a part in the extremely
favorable development of our European trade in recent years—our
exports to this area having increased from $2.9 billions in 1953 to
$6 billion in 1957.

As I bave already pointed out, the proposal for a 5-year renewal of
the President’s authority to enter into trade agreements is intimately
related to the recent creation of the European Economic Community—
the so-called European common market. Here six European coun-
tries, with a combined population almost equal to ours and a combined
national product about one-third of our own, and consuming about
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$3 billion worth last year of our oxported products. They aro in the
process of forming a new economic grouping.

Durinq the noxt 12 to 15 years, the European Economic Cammunity
will -.gradually eliminato all duties on its internal trade, and will
gradually adopt a common customs tariff to the outside world, in-
cluding the United States.

With this economic unification should come faster economie growth,
and consequently enlarged o'FPortunitios in the European market for
our tradors and investors, 1o oxtent to which wo can benefit from
theso enlarged opportunities will, howover, dopend upon the tariff
rates ultimately adopted by the European Economic ommunity.

Thoe Community stands ready to adjust individual rates in return
for reciprocal concessions by its trading partpers.

To my mind, it is oxtremely desirablo for the President to have au-
thority in this field which will enable us to maintain and expand our
cxport markets in this vitally important area. It is not in the inter-
ests of this country that wo allow our trade to remain static while the
rest of the world negotiates for greater opportunity.

Why do we nee nuthorit-ﬁ for 6 years to negotiate successfully
with the common market? Because it will take the European Eco-
nomi¢c Community the next 18 months or more to work out its pro-
posed tariff rates.

When these rates are known, we in this country will have to work
out our list of possible United States concessions painstakingly and
carefully, to insure that we screen out any which might threaten
serious injury to any United States industry. This will bring us well
into 1961. Then will como the negotiations themselves, complex and
involving many countrics, and certain to take over a year.

If there were no difficultics or delays at any of these stages, it might
be possible to conclude negotiations by mid-1962. We should not,
however, take the chance that there will bo no delays.

We need a full 5 years to insure that everything we do is done after
we have studied all the facts and considered their implications.

Wo must always bear in mind that it takes at least two to negotiate.
Given our 