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TRADE AGREEMENTS ACT EXTENSION

FRIDAY, JUNE 27, 1058

UN1rep STATES SENATE,
Costmuriry, ON FINANCE
Washington, b.o.

T'ho committeo met, pursuant to recess, at 10: 05 a. m., in room 312,
S'(()ll!!llﬂ Oflico Building, Senator Harry Tlood Byrd (chairman) pre-
siding.

Prgsent: Sonators Byrd (chairman), Kerr, Frear, Douglas, Martin,
Williams, Malone, Carlson, and Bennett,

Also prosent : Ilizaboth B, Springer, chief clerk.

T'ho Crararan, ‘The committeo will come to order.,

‘T'ho first witness is Mr. O. RR. Strackboin, chairman of the Nation-
Wide Committeo on Import-Export Policy.

Will you proceed

STATEMENT OF 0. R, STRACKBEIN, CHAIRMAN, THE NATION-WIDE
COMMITTEE ON IMPORT-EXPORT POLICY

Mr. StrackaeiN, My name is O. R. Strackbein.
lll'tair’i ]t.he chairman of the Nation-Wide Committee on Import-Ex-
ort Policy.
P I may Sl){ that this committee is composed of organizations of in-
dustry, of Jabor, and agriculture that have in common among them
the Problem of import competition. . )
If it is so desired, Mr. Chairman, I will be very glad to give a list
of the names of our members, :
The CuairMAN. It may be filed.
Senator MarTiN. Why not submit it for the record {
Mr, STRACKBEIN. Yes, sir.
(The list is as follows:)

List or MEMBERS AND ASSOCIATES OF NATION-WIpE CoMMITTEE OF INDUSTIRY,
AOQRICULTURE AND LABOR ON IMPORT-ExpORT PoLIOY

American Natlonal Cattlemen’s Assoclation

Uniid Mine Workers of America (Ind.)

Natlonal Wool Growers Association

American Tung Ol Association, A, A. L.

Seafarers International Union of North America (AFL~CIO)
Wine Institute

American Flint Glass Workers' Unton of North America (AFL-CIO)
Florida Fruit and Vegetable Association

The Hat Institute, Inc,

Book Manufacturers Institute, Inc.

Bicycle Institate of America, Inc.

Cordage Institute

.8
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The United States Potters Assoclation

Atlantic Fishermen's Unlon (AFL~OI0)

Amerlean Lace Manufacturers Assoclation, Ine.
International Photo Engravers' Union of North America (AFL-CIO)
California Wainut Growers Association

California Almond Growers Exchange

Pin, Olip and Fastener Assoclation

Amalgamated Lace Operatives of America (Ind )
Natlonal Assoclation Greenhouse Vegetable Growers
United States Wood Screw Bervice Bureau

United States Machine Screw Service Bureau
United States Cap 8crew Service Bureau

Service Tools Institute

Orngon Filbert Commission

American Knit Handwear Association, Inc.

Pacific Coast Fish Producers Institute

Cannery Workers Union of the Pacific (AFL-0IO)
Cannery Workers & Fishermen's Unlon (AFL-CIO0)
Wyoming Wool Growers Association

Carpet Institute, Inc,

Harley-l)avldson Motor Co.

The Dow Chemical Co.
John B. Stetson Co.
Onondaga Pottery Co.
National Creameries Assoclation
The Wall Paper Institute, Inc.
Reynolds Metals Co., Ine,
Hardwood Plywood Instltute
Amerlcan Qlassware Assoclation
Wm, Alnsworth & Sons, Ine.
Sclentific Apparatus Makers' Assoclation
Tile Council of America
Air Products, Inc,
Industrial Fasteners Institute
American Tunaboat Association
International Leather Goods, Pliitles & Novell Workera Unlon (AFL-010)
International Brotherhood of Operative Potters ( 0I10)
The Diamond Gardner Co.
Pacific Match Co,
Cupples Co.
Massachusetts Fisheries Association, Inc.
Seafood Produccrs Assoclation of New Bedford
Mushroom Growers Cooperative Assoclation
National Authority for the Ladies Handbag Industry
American Cyanamid Co.
United Hatters, Cap & Millinery Workers International Unlon (AFL~CIO)
Pass and Seymour, Inc.
Hoffman-LaRoche, Inc.
Idaho Wool Growers Assoclation
California Fig Institute
American Zinc, Lead & Smelting Co.
Monsanto Chemical Co.
Young Aniline Yorke, Inc.
Food Machinery & Chemicai Corp.
Pharma Chemlcal Corp.
Piister Chemical Works, Inc.
Texas Sheep and Goat Raisers Assoclation
Hooker Electrochemical Co.
American Fine China Guild
Umbrella Frame Manufacturing Industry
National Match Workers' Council
Rhode Island Textile Assoclation
Allied Chemical & Dye Corp.
Carus Chemical Co.
Five Star Fish & Cold Storage
Fller Brush Co.
E. 8. Mayer & Son
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Pittsburgh Plate Glass Co.
American Thermos Products Co.
Arnold, Schwinn & Co.
Canonsburg Pottery Co.
The Central Silica Co»
The Chemstrand Co,
Commercial Decal,
Amerlcan Dehydrated Onlon and Garlie Assocfation
Detroit Steel Corp.
Dolan 8teel Co., Inc,
B. F. Drakenfeld & Co., Inc.
Fogelhard Induatries, Inc.
Feldspar Corp.
Ferro Corp.
Fostoria Glass Co,
¥ourco Glass Co,
French 8axon China Co.
The Hall China Co.
The Harris Olay Co.
Harshaw Chemical Co.
Hartford Steel Ball Co,, Ine,
The Homer Laughlin China Co.
Iilinois Coal Operators Assoclation
Imperial Glass Corp.
Independent Domestic Fluorspar Producers Assoclation
The Edwin M, Knowles Ohina Co.
Mayer China Co.
Mesinger Manufacturlng Co., Inc.
Natlonal Lead Co. ,
New Castle Refractories Co.
Northern West Virginia Coal Association
Pemco Corp.
Pennsylvania Pulverising Co.
Persons-Majestic Manufacturing Co.
The Potters Supply Co.
The Risdon Manufacturing Co.
Rockwell Manufacturing Co.
The Salem China Co.
H. 0. 8pinks Clay Co.
Star-Kist Foods, Inc.
The Sterling China Co.
Swindell-Dressler Corp.
Taylor, 8mith & Taylor Co.
The Torrington Co.
United Clay Mines Corp.
Universal Potteries, Inc,
Van Camp 8ea Food Co.
Vitachrome, Inc.
The Wellsville China Co.
Westfleld Manufacturing Co.
Westgate-California Corp.
The 8. 0. Williams Co.
Detrex Chemical Industries, Inc.
Unlted Glass and Ceramie Workers of North America.
Penzac Oil Co,
Phelps Dodge Corp.
Sayles Biltmore Bleacheries, Inc.
Baunsch & Lomb Optical Co.
Brewer Manufacturing Co.
Columbian Rope Co.
Delta Electric Co.
The Eagle-Picher Co.
Harnischfeger Corp.
Kelly-Springfleld Tlre Co.

cCauléy Metal Products, Inc.
Ohlo Rubber Co.
Wyckoft Steel Co.
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Mur. StracksrIN. Tt is the purpose of this statement to analyze thoso
foatures of H. R, 12591 that we regard ns unacceptable and indeed
agninst tho best interests of tho many industries that would bo of-
focted (\dvorsol?' by the bill’s passage. , L

Wo beliove that 11 R. 12501 disregards somo of tho most justifinble
complaints lodged ngainst the administration of the trado agreements
program by thoso who have been injured by import competition.

Fxperionce with the escapo clauso, in particular, has been distress-
ing to industries that have in good faith looked to the machinery and

ocodures provided by Congress for relief from serious injury caused
Yy inoreasing imports. D .

I do not believe that the House of Representatives is as indifferent
to the welfare of the many industrics, miners, farmers, growers and
workers that hiave complained about imports, as the vote of that body
on H. R, 12591 would indicate. .

This is not to say, Mr. Chairman, that the House voted blindly;
nor is it the purpose here to blame the inordinate and I may say
rmnPant lobbyin% that went with the bill’s fprogrexs,s.

The principal trouble lay in the rules of the House and the par-
ticular rulo undor which this bill was considored, .

This was a so-called modified closed rule which severely limited
any rounded consideration of the rather complicated issue.

'he limitation prescribed by the rulo was unfortunate precisely
because the difference that divided the proponents and opponents of
the bill was a matter of degree. One disagreement, for example, was
over tho length of time for which the extension should bo made: 2
years or § years.

Another and perhaps more important disagreement was over the
question of congressional versus exccutive control over Tariff Com-
nission recommendations.

A third difference Tay in tho treatment of products that are neces-
sary to the national security.

A fourth lay in the peril l)oint proceedings.

By forcing these somewhat varied provisions into a single sub-
stitute bill it was not possible to go to the merits of each particular
point. Therefore the vote was not a clear expresssion on the time
period, i. e., 2 years versus 5 years, nor on the question: of restoring
to Congress its authority over the refulnt.ion of foreign commerce
or the several other provisions on which there was a difference.

None of these points could be voted on separately, even though each
one was of sufficient imgortnnce to justify a separate vote. .

It is therefore hoped that more detailed consideration may be
given to these points by this committee and by the Senate:

This statement will confine itself to what are undoubtedly the two
leading points. Ons is the number of years of the renewal. The
other 13 the question of congressional authority over Tariff Commis-
sion findings as opposed to complete domination by the Executive.
I shall address myself to these two points from here on. -

Mr. Chairman, our concern over the 5-year extension is very clear
and, I would hope, very compelling. A b-year extension of the trade
agreements program would to all intents and purposes exclude the
many industries, miniag interests, fisheries, farmers and workers
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who take the brunt of forei[;n com})etition fromimaking-.d’ reent
into the legislative channels for the full §-year poriod, ;. teoe i
It would for all practical purposes be the same a8 closing the doors
of Congress during that period so far as gencral tarifi and trade
lc‘iislnhon is concerned. ) R T ST AT
t is difficult indeed to reconcile such a propogal with the véry
principles of our Government. ‘I'wo new Congresses will have heen
olected and will have run their course during this perjod, without
having the opyortunity to express themselves on an issue that is-vety
important to those who sent them here. S e Loy b g oo
n theso unsettled dn?vs b years is a long time-~particularly in.the
field of international relations and in view of the great'eténomio and
competitive developments abroad, as n result of which one domestic
industry after another that was previously unkiatmed by: impoits
finds foreign products progressively capturing more and more of the
domestic market. - cosrg g Aioa Bloe
Con should not absent itself, so to speak, for so loxig & period,
Constitutionally it really has no right to do so.: :It:should :be’ pos-
sible whenever the need for legislation arises to. find -the legislative
channels open, and not locked by the key of a'moratoriunt.c; - !
The reason advanced for the moratorium of 6 years jg.found in the
desire to introduce stability into our foreign econcwid:polisy. '
Other countries, it is said, find it disconcerting-td: be:cotifronted
with the possibility of tariff changes in this country wheh stich coun+
tries greatly increase their exports to these shores,: They will not
bother to expand their markets here for fear that.if they ate:slic-
cessful we will raise our tariff or impose a quotai:vo frsu hatrdin
Parenthetically it might be said, Mr. Chairman;j that setyally:the
escatge clause cases that have been processed have.not impeded im<
orts, ceod otfapargn g i
Imports have gone right ahead and in fact in a number of instanées
have increased before, during and after escape-clause actions, * :: :
On the other hand, it seems to matter little or-nothiny. that-the
lack of safeguards, the want of a remedy, confrohts:our:own:indus-
tries with uncertainties at least as Erave as those faced by other coum«
tries when they ship goods into this country. -« = i) st
The Housse bill would have the effect of throwing fiearly-the whole
burden of uncertainty over the future upon our owr'‘industijes while
seeking to assure other countriés of stability, -«ry .onbier i 0
Five years of uncertainty will greatly cripple sdme of our indus<
tries as indeed uncertainty in recent years has already donei 1 - i:
'We hoped that the House would recognize this fact:but were handed
a nettle for our pains. : el MO Gl i
The maximum extension in our judgment should be for 2 years.
One year would be preferable in view of the present-uncertainty in
the verg{elements that undoubtedly weighed heavilyiin the judgment
of the House, namely, the European Common Markét and' thé Rus-
sian economio challenge. St gfiee e o o
I might interpolate here to say that the uncertainty of: the-Eufo-
pean gc‘)lxtical situation is such that no one knows:whether the Euro+
n Market will actually develop or not, and :thé saime: with' the
ussian situation. 2oehanvara . sluaT
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Mr, Chalrman, it scoms to me that bolng bound up in thoe genoral
agroamont on taviffa and trado in the manner that we would be for 8
more years undor tho bill, is ono of the loast appropriate methods of
cithor confronting Russin oconomically ov tho Iuropoan Common
Markot tariffwiso,

Wo should keop ourselves as a nation in a moro floxiblo position
and avoid theso handoufts.

For oxample, shonld wo undortako to engago Ruesla in a oampaign
of cconomio warfaro wo would abovo all need manouverability, such
na {8 not provided undor GATL nor for that mattor by private in-
ternational trado itaelf,

Wo would find it noccsaary to ongage in State tmd!n[;jto an un.
known oxtent. Tho trade agrooments aystem would bo of little or no
h(\kﬂ in faot, it might boa lin lllt{. :

8 for tho Kuropean Common Marlot, onco moroe the GA'TT systom
would work to our disadvantage in tying our hands in a manner
(uite suitablo to the mombor countries of the Furopoan bloo. The
oould outvote ua 6 to 1 and later possibly 10 or 17 to 1, oven though
thair population would bo about equal to our own,

Thoe other point of oxtrame importanco in this logislation ia the
one of control ovar our foreign trade. :

‘The Constitution ia vory oloar on this point. No one quostions
this. Tho troublo has arisan under the delogation of powor that has
hoon miado from time to time by Congress to the oxooutive branch
undar tho trade agroemoents g‘mgmm. -

Undor this delogation the actual power of Con hes boeen
alimated and overwoven by & network of international commitments
that in point of fact groatly constriots tho fresdom of Congress to
legislate, and dircotly threatens its standing as an independent and

f-detormining body.

It has becoms obvious under the present escape-clause procedures
that Congress has lost its influence: In fact, through an unfortunate
wording of the escapo olause gavo it away. ) :

As matters stand today the voice of Congress in the escape clause
extends not one inch beyond the outer portals of the Tarift Com-
mission. Onoe a recommendation leaves the Tairff Commission on
its way to the White House the authority of' Congress is instantly
and completely dissolved. . Lo

The President presumes not to be bound by the criteria laid down
by Congress in the escape clause and makes his own disposition of
the Tariff Commission’s recommendation ag he sees fit, unrestrained
by any logislative mandate. The guidance contained in the delegated
power, to repeat, does not extend beyond the Tariff Commission.

The result is that the President ezgemtes under delegated power
without any restraint beyond the need of writing identical letters to
the Finance Committee of the Senate and the Committee of Ways
and Means of the House, and Mr. Chairman, epparently those letters
are very easily written, . L )

It is this absolute power of the President to dispoee of Tariff
Commission recommendsations as he pleases that gives r.ss to most
of the complaints that are made against the administration of the
Trade Agreements Aot. A :
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The offeot of this unlimited power, from which thero Is no appeal,
is to onthrono forsign rolations as tho supreme arbiter over our
foroign trade,

Tho Presidont takos his cuo on escnrc-clmwo cas08 Vrincipnlly
from tho Stato Dopartmont becauso of it function in the conduct
of forolgn affairs. Tho Scorotary of Stato has sald that forel
affairs woigh vory heavily in tho Stato Dopartmont’s advice to the
Prosident in escapo-olause cases,

Ho 80 testifled bofore tho ouso Comimittoo on Ways and Moeans
and I bollove that ho took a similar position beforo this committeo,

1Iowovor, Lo also maintaing that he glves equal woight to consider-
ations of tho domestic oconomy, such as the injury being inflicted
by imports on a docstio industry.

"Lho foot in novortheless that the Stato Departmont’s concern fs
with foreign relations and that theso relations, intricate and prossing
as thoy avg, tond to crowd out the domestic considerations. Some-
ono olso or somo othor branch of the Government must speak for
the peoplo baok home if their voico is really to be heard rather than
moroly listoned to and then disregarded,

‘I'hi ia the function of Congress. ‘I'he Constitution makers placed
upon Congross those powers that most clokely affect the people, such
ag t?‘:’ces, war-declaration, appropriations, the regulation of trade,
ot cotora.

'Tho most sonsitive ones among these must originate in point of leﬁ-
islation in tho IHouse, which in turn is the more sensitive of the
two Iouses to the sontiment of the péople, by virtue of the fact they
nro olocted every 2 years and the number is many times greater
than the membership of the Senate.

Lnyin{; of duties i3 one of the logislative functions that must start
in the Houso.

It must be olear that when the control over foreign trade such as
is contered in the escape clause is brought under the unlimited power
of the oxecutive, [I‘mrt cularly under circumstances in which foreign
affairs are most likely to outweigh the considerations of the domestic
economy, this sensitivity and responsiveness provided for this Con-
stitution is not only weakened but actually dmrvhw.

The proof of the pudding is in the eating. YWhat might have been
expected from the present system of this executive domination has
hapgened in fact. The escape-clause route has been strewn with
the bones of rejected cases, The President since 1951 has refus:d to
put into effect at least 2 of every 8 Tariff Commission recommenda-
tions, inoluding 7 or 8 unanimous ones. The latest is the lead and
zinc caso,

The Tariff Commission itself has failed to find injury in well over
half the cases brought before it (some 50 out of 84 cases), thus show-
ing that ongiv the most serious cases have a chance of Tariff Commis-

sion support.

The qusident has promulgated a tariff increase in only 9 cases
and T of these have related to Eroducts of minor commercial sig-
nificance, such as hatters’ fur, alsike clover seed, linen toweling, spring
clothespins, et cetera. N _ .

T don't mean to say the cases are not important to the particular
communities or the people employed in those particular industries,
merely becauss they are small.
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" I do eay that of the 9 cases approved by the President 7 were of
minor commercial significance,

‘This record, I repeat, might have been expected, had not three
Presidents in succession, in talking to the Nation, repeatedly given
assurances that no domestic industry would be piaced in jeopardy
by the trade agreements program.

Evidently that was for public consumption and to avoid the spread
of dissatisfaction to the general public from the industries that have
been'tutned away. .

- 'T'he Congress has on its part on three occasions amended the escape
clause to make certain that its intent was clear.

- Yet no difference could subsequently be detected in the final out-
come of the cases brought under the amended law.

The inevitable conclusion is that so long as this absolute power to
override the Tariff Commission is allowed to reside in the President
precistly so long will the future experience with the escape clause
remain the same as‘in the past. .

That is wlif the executive power should be curbed in the very dele-

ation of authovity itself, Thisshould be done in such a manner that
ngress will bo able to determine how its delegation of power under
the escape olause is to bo carried out. . ]
.- As it 1s, thig is impossible because the President cannot be restrained
since he acknowledies no 5uidelines established by Congress and feels
fvc:s tol do as he wishes with a power that belongs to the Congress and
not to him,’ ~
© Mr, Chairman, there are several alternate ways by which the law
could be amended:to assure the final authority of Congress in the
p;'ellnises. However, the method proposed in H. R. 12591 is not one
of them,::: ...y - ..

In conclusion, Mr., Chairman, a word about the State Department -

and ‘executivé policy in this whole field. There is an almost pitiful
faith placed in the trade agreements program to pull us out of our
international difficulties.
- This faith borders on desperation and numbers among its adherents
the various women’s organizations that believe that trade leads to
peace of the world-although even now trade is to be used as & weapon
of e¢onomio warfare against Russia,

The actual value of the trade afreements program to the State De-
partment, however, lies principally in the enhancement of the execu-
tive l[))ower.- . It'gives the Department more ammunition and a feeling
of a broader range of power in negotiations. :

- It is more than doubtful, however, that the power borrowed from
Congress and toward which the De;iartment now adopts an attitude
of outright. ownérship, has really helped our foreign relations,

To a considerable extent the present Russian economic challengs is
an outgrowth of the foreign economic policy of this country. Our
ﬁost\_lre of world economic and political leadership, resting all too

eavily upon the principle of buying our way through, has given
Russia the means of..dmvmﬁ us from pillar to post; also, it has placed
a powerful weapon in the hands of countries that seek to play us off
against Russia. .
.- So long as oundiplomacy continues to proceed on the policy of buy-
ing our: way through rather than standing on principle, so long will
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the State Department continue to ask for additional chips from the
,i‘eople and so long will the need for more chips continue unassu:ged.

he trade agreements }»rogram with its call for further tariff reduc-
tions is but a measure of the weakness of our diplomacy.

What is now pro?osed in H. R, 12591 is more of the same rather
than a redirection of a bootless and bottomless policy.

Wa give our support to the amendment to H. R. 12591 introduced
into the Senate on June 24 by Senator Strom Thurmond and strongly
urge this committee to adopt it. This would restore some of the
balance now lackinﬁ in tho trade agreements program.

Mr. Chairman, that concludes my written statement

I have & fow documents that I would like to insert in the record.

Th& CiairmMaN, Without objection they will be inserted in the
record.

Thank you very much, Mr, Strackbein.

Will you briefly explain the Thurmond amendment? ,

Mr. StracksrIN. The Thurmond amendment provides, No. 1, for a
2-year extension, and, No. 2, for Tariff Commission recommendations
to be sent to the Congress as well as to the President.

Should the President di with the Tariff Commission recom-
mendation and seek to reject it, he would so propose to Con X

If neither House acted or }f’ a Congress did not take action within
63' dtays, the Tariff Commission’s recommendation would go into
effect.

In other words, the burden would be placed upon the President to
obtain the approval of Congress to his proposal of rejection.

The difference between that and the present bill, the H. R. 12591, is
that the burden in the latter is placed on an industry that has suc-
ceeded in gaining a favorable recommendation from the Tariff Com-
mission.

Under the present bill, the bill before this committee, a Presidential
veto or rejection of a Tariff Commission recommendation would
stand unless overridden by the two-third vote majority of both Houses
of Congress. There is a very considerable difference between these
two proposals. ) L _

In the Thurmond bill recognition is given to the fact that the origi-
nal power of reglula_tmg foreign commerce and the constitutional re-
sponsibility of laying and collecting taxes and duties resides in

ongress.

The President’s right is only secondary. It is a delegated power
and, therefore, the bill recognizes that Congress should have the last
word, and that it should be the burden of the President to gain the
support of Congress rather than the other way around,

To set u;f) an administrative recommendation on the same basis
as a law of Congress requiring a two-thirds vote to override the
President does not seem to be justified.

A recommendation of the Tariff Commission is not an act of Con-

gress. It is one step in an administrative process, one step in an ad-
ministrative process, may I repeat, carried out under law that has
already been passed and already been signed by the President.
. Therefore to put a recommendation of the Tariff Commission and
its rejection by the President on the same basis as the overriding of
a veto of a law passed by Congress, does not seem to be justified and
the Thurmond amendment makes that distinction.
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The Cuarman, Thank you very much, sir,

Mr., StraoxumiN, Along with that, the Thurmond amendment
would, instead of granting the President 26 percont reduction powers
in tho tarif, out that down to 10 porcent.

Tho Cuamrwan, Yos, sir.,

ITave you concluded

Mv, StracknriN, Yos, sir,

The Cuamraan, Thank you very much,

Avo thoro any questions

Sonator Kenri, Yaos,

1 want to ask questions,

I it your concopt that tho Tarift Commission is an agonoy of the
Congresst

M, StraoxkpriN, Yos, sir,

Senator Kenr, Created by the Congmss to carry out a function in
connection with tho responsibility of the Congress undor the Consti-
tution relating to the rogulation of trade and commorcof

Mv. Stracxprin, Correot. .

Sonator Kerr, Then does it not seem like more than delegation of
an authority, and rather the abandonment of an authority and repudia-
tion of a responsibility to say that the Exccutive can nuilify or refuse
to recognirze or consider the recommendation of this agenoy set up by
the Cou;:r(\ws unless the Congress then, at a later time, supports its
own oreature by a two-thirds voto of both Houses?

Mer. StracknriN, Yes, Mr, Korry I would go along with that, and
say that it was in fact, or that the action taken by Congress in grant-
ing this power, did in fact result in abandonment by the Congress.

hother it was so intended in tho fivst place or not, it has come
to that result, .

Senator Krrr. I agked you if it was not only o delogation of au-
thority but an abandoning of the responsibility and power placed
upon the Congress by the Constitution,

M. StraoRBRIN. Yes, I would agree with that oxcopt that I do not
want to say that Congress intended such abandonment when it dele-
gated this power. .

The fact has come about and so I do not suppose it makes much
difference whether this was intended by Congress or not.

Senator Kerr. I agree with you that they did not intend to. T
am only addressing myself in my question to the actual net result of
the action. i

Mr. StrackrrIN, T agree with you a hundred percent.

Senator Kerr. Do :ou know who is going to be the next President

of the United States .
Mr. StrackrriN, No; I have not the remotest idea. I don’t even

know who the nominees will be. ‘
Senator Kerr. Does it not seem like an gmazin% and, in fact, as-
tounding situation for Congress for a period of 814 years to thus
abandon its authority and its responsibility to an identity which not
a si{:gl&Member of the Congress has the remotest idea of who it

might bet » ‘ '
r. STRACKREIN. It seems preposterous to me, Mr. Kerr, that such

a thing should be proposed, should be seriously proposed.
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Sonator Krrr, And for a poriod of 814 years to give to a personage
whoso identity is not known, whoso attitudes could not be known,
practieally complete authority to disregard the overall recommenda-
tions mado by a creature of the Congress itself{

Mr, StraoksriN, I frankly don't bolieve that the Froposa] is eon-
stitutional; I don’t think it carrics out the spirit or the lettor of the
Constitution, and i'et it is ono of those things that is like the old story
whero you are told that thoy eannot put {ou in jail when in fact you
tulking through the bara to tho porson who is in jail,

lI ntothor words, this apparently cannot come about but it has come
abont,

Senntor Krnrr. And is proposed by this bill$

Mr. Straoknrin, And it is proposed to bless this with the support
nnd the vote of (}on‘;ress. T'o mo it i8 almost inconceivable that Con-
gross should serlously propose taking such a step.

Sonator, this i the same as saying to the msople back home, to the
interosts that are clearly at stako, in the matter of increasing imports
that for 5 years they will not have a chance to come befors Congress
and have a bill introduced and heard by the Ways and Means Com--
mitteo to change the systom.

It was always my impression that we had elections In this country
for the very purpose of testing the changing sentiment of the country.

Now what good would it do to test this change of sentiment in the _

country if it cannot be oxpressed in the Halls of Congress? .

Senator Kenn, In other words, this Congress, if it passed this bill,
would be saying, in effect, that an authority vested in the Congress by
the Constitution would be denied exorcise by the next two Congresses?

Mr. StraokseiN, Correct.

Senator Kerz, But would rest firmly and finally in the hands of
tho Chief Executive, the identity or attitudes of whom are both un-
known at this time by the Congress so delegating that authority?

Mr, StrackseiN, That is correct. .

_There is another angle to this, Senator, and that is the position of
1.8 State Department. -

It is tho function of the State Department to carry on our forei
relations. That is their business. They look outwardly from the
United States. They try to maintain friendly relations with other
countries, and I say that is their function. They are supposed to do
that, and -they are in their field when they operate in that fashion.

Now when this sort of authority is given into their hands to make
trade agreements, to use trade as a ‘mwn in diplomacy, I believe that
it is entirely human that they should become extremely impatient of
anybody, including the Congress of the United States, looking over
their shoulder and restraining them.

They feel that they can do this job so much better.

Senator IXzrr. Would not they have some reason to have that atti-
tude if this Congress gave them that unlimited authority for 3%
years beyond the end of this present Executive’s term? '

Mr. StrackneIN. They would feel that they had been confirmed in
what they have done and what they have been doing. There is no
question about it. S

Senator Kerr. I want to thank you for your statement. It is one
of the best I have heard on this question.

27620—58—pt. 2——2
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Are there other questionst -

Senator WiLriams, No questions,

Sonator Dovoras, I wondered if I might ask Mr, Strackbein o
question or two.

Mr, Strackbein, how frequontly do you think that Congress should
reviow tariff polioy?

Mr. StraoxsriN, I think that should depend entirely upon the
domand of the interested parties as to how often they thought the
law should be reviewed.

In other words, if tho law were satisfactory, I see no reason why it
should be reviewed in more than once in 10 or 20 years. It all do-
pends; I don’t think you should put a time period on it.

Senator Douaras. Well, the period in this bill is only § years.
In 5 years we would have a chance to review tho tariff polioy.

Senator Krxr, Would the Senator speak a little louder?

Senator Douaras. Yes; I say under the present bill there would be
another review in 8§ years.

You suggoested 10 or 20 yearsf?

Mr, Straoxnrin. No, My, Douglas, I have not suggested 10 or 20.

Senator Douatas. I thought you did. .

Mv. Stracksrin, I said there should be no time period specified.

Sm'mtor Douaras. Well, do you think it should be reviewed every

ear
y Mr., StraoxpriN, I say it should be reviowed when the necessity
for it becomes clear,

Senator Douaras. And who is to be the judgef

M(:‘d Strackerin, Without any relation to any particular time

riod.
peSenator Dovuaras. Who is the judge of the necessity ?

Mr. StracksriIN. The people most affected.

Senator Douaras. Who are theyt

Mr. StracksriN, The people of the United States.

Senator Dovaras. Yes; and how do they make their desires known?

Mr. StrackerIN, Presumably by communication with their elected
reprosentatives. : .

onator Doucras. So that when any considerable group of people
want to have the tariff revised then Congress, beginning with the
Ways and Means Committes of the House, would hold hearings?
Mr. STRAOKBEIN. Yes, sir; if there were sufficient substance in these
uests for revision,
enator Dovaras. Isn't it true that at any one time there are groups
dissatisfied with any law?

Mr. StrackariN. Undoubtedly.

Senator Dovaras. And isn't it probable that if your demands were
laid down at every session, that possibly every session and every year
:lhere ‘(vlog'ﬂd be demands for revisions of the tariff and rather strong

emiands

Mr. StracksEIN. Now, Senator, if You will go back into the tariff
history of the United States, you will find that there was not ade-
mand for legislation on the tariff every year or two. The 1913
tariff, the Underwood tariff remained in effect until the emergency
tariff act, right after World War—— ‘
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Senator Douaras, The Tariff Act remained in effect as long a8 the
Dorocratio Party was in power, But when the Republican Party
came into power in 1021, wo had the Fordney protective tarifl,

M. StrackpeIN, Woell, there had beon an election in the meantime,

Senator Dougras, Yes.

Mr. STrackprIN. It seems to me ontirely aprropriate if this ques-
tion was n public or national iesue that there should have been an-
othor tariff bill, .

Sonator Douoras. You approve of the Fordney tariff of 10211

Muv, StraokneiN. Do I approve of it

Senntor Dovaras, As compared with the Underwood tariff of 1013,

Mr. StraokneiN. Waell, I have never had occasion to make the kind
of annlysis that would bo necessary to anawer the question, The Un-
dorwood tariff was superseded very shortl{ b{Jtho outbreak of the
European war, and I do not believe that the Underwood tariff was
evor really tested economically,

Senator Douvatas, Do you think the Smoot-Hawley tariff was an
jmprovement over the Fordney tariff §

fr. STRACKBEIN, You mean in the rates?

There were some incroases in the rates, I would not say all tariff
rates are necessarily beneficial. :

Senator Douvaras. Very appreciablo increase.

Do you think thoe effects of the Smoot-Hawloy tariff were good?

Mr. StrackpriN. Senator, the increases wore not as groat as is
somotimes supposed. Keep in mind that mani: of our tariffs are spe-
cific duties, so much per piece, per dozen or the like. They have no
relation to the price of the §oods . )

Now one reason why the Yawley-Smoot tariff seemed to be go high
was that there was a tremendous decline in [;lrices while the specific
tariff raées remained the same. Therefore the protective incidence
increased.

Senator Dovcras. Well, the price decreases came after rather than
before it was enacted.

Mr. SirackseiN. The rate on sugar was 2 cents a pound and 1.76
when it came from Cuba. The price when that was first legislated,
the price of sugar was probably, let us say, around 5 or 6 cents a

und.
lmIn the early 1930’s this price fell below 1 cent, so the duty was
automatically raised 100 percent or over. But that was not the fault
of the Smoot-Hawley tarift as such. It was the system of specific
versus ad valorem duties. . .

Senator Doucras, Even at the prices prevailing in 1930 and prices
had not fallen so greatli !i? 1930—the Smoot-Hawley tariff was
appreciable increase over the Kordney tariff of 1021%

. STRACKBEIN, It was an increase; yes,

Senator ‘Dovoras, Do you think on the whole there was an im-
provement SR .

Mr., StrackseIN. I would not judge a tariff, a broad tariff bill on
the basis of whether or not it increased rates percentagewise. -I would
not judge a tariff bill in that manner. - N

Senator Dougras. Do you think the so-called Hull Act of 1934 was
a step backward from the Sinoot-Hawley tariff ¢
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Mr, Strackpzn. I do not think it was a step backward. I think
the way it has been administered, this law has been administered, has
boen retrogressive; yes. I do not think it needs to have been admin-
istered the way it was, Senator.

Senator Douaras. With my brief service on the Finance Committee,
I find we have many complicated questions of taxation and social
security to deal with,

Mr, StrackuriN, Yes,

Senator Douaras. And the same thing is true of the Ways and
Means Committee of the House and if on top of that you superimpose
the job of dpnssing on sEeciﬂc tarift schedules which are extremely
complicated, do you think we have really the leisure and the knowledge
to deal with those issuest?

Mr, StrackBEIN, Senator, what is advocated by the organization of
which I am the chairman is not a return to tariff writing by Congress,
or the committees of Congress. We are not advocating that.” We
have nevor advocated it, contrary to statements that you may from
time to time read in the press of the country. And I may say that
glée pres: zis very conspicuous by its absence this morning, as might

expected.

Senator Dovaras. But what you are saying is that the decisions of
the Tarifft Commission are to go into effect unless specifically over-
ruled by Congresst

Is that what you said? .

Mr, StracksrIN. The Tariff Commission’s recommendations; yes.
These are not so numerous. These are not so numerous, I repeat.

Since 1951 there have been about 28 recommendations to the Presi-
dent. That is a period of 7 or 8 years, and that would come down to
3 or 4 or b cases a year on the average—at least if the present rate
were continued. And I don’t believe that that is too many,

Senator Dovaras. Each one involving an industry{

Mr. StrackseiN. Each one involving a product, not necessarily a
whole industry, but a product, & product of commerce; yes.

Senator Dovavas, 1t would require a very thorough examinationt
Mr, StrakBeIN. The Tariff Commission makes the examination.
hSenator Douoras. I mean by Congress. 'We cannot delegate every-

thing.

M%. StracEBEIN. Senator, you have already provided for a Tariff
Commission, presumably a competent body in this field. We are not
asking that you go into each little detail of a Tariff Commission d
cision. That is the purpose of the Tariff Commission.

If the Tariff Commission is not functioning properly and if it is
not competent then one should be set up that is competent.

Senator Doveras. We would have a chance to review their decisions
because we would have to decide whether or not they would go into
effect and that would require that we become acquainted with the
facts upon which they made their decision. ‘

Mr, StrACKBEIN. Just this comment: You will admit, I believe, that
the President is also a busg man, then why should this function be
saddled on the President when it is a function of the Congress in the

first place! )
Senator Doucras. You think such & thing——
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Mr, SiracxBEIN, As a matter of fact, I think the President would
be very well advised to say to the Congress to carry on its own con-
stitutional functions and not bother him with it. : .

Senator Douagras. You think there is such a thing as a national
interest as distinguished from a series of specific industrial local
interests?

Mr, StraoxsrIN. I think that the national interest, the term “na-
tional interest,” is undefinable.

Senator Douoras. But there issuch a thing, is there nott

Mr, StrackBEIN, Yes, but what igit?

hSelnat;or Douoras. It is supposedly the interest of the people as a
whole.

hMr. ‘Smoxsnm. Yes, supposedly. But who will determine what
thatis

Has anyone ever given a definition of the national interest that
can be applied without vast disagreement among those who express
their opinionst

Senator Douaras. Of course it is true that the President is the one
official who is elected by the peoPle as & whole, whereas Members of the
House of Representatives are elected from specific districts and Mem-
bers of the Senate from specific States. L

Mr. ?S'rmoxnmu. You are saying then that the Constitution is
wron

Sengator Douaras. No, no, I am not saying anything of the kind.

Mr. StrackseIN, Well of)viously the President is elected by all the
people but Congress is olected by the people in a manner that makes
tgem, the Members, more sensitive and more responsive than the Pres-
ident. .

Otherwise there would have been no reason for dividing the coun-
t?r into districts and having elections every 2 years for the Members
of the Congress.

The very purpose of that was to have a body of public spokesmen
that were responsive to the people,

You will note also that in the judicial system the tenure of office
is entirely different because the Constitution makers felt that in the
judicial field there should not be that responsiveness.

. A judicial judgment is supposed to be objective, free from the emo-
tions and prejudices of the time, and therefore the Supreme Court
members are put in there for life or during a period of good behavior.

But the Con%:'e«;s and particularly the House of Representatives
was set up by the Constitution to be responsive and sensitive to the
electorate; and this subject of tariffs and others including the regula-
tion of commerce was given to the House. The laying and collecting
of taxes and duties must, originate in the House which is the most
sensitive of all the governmental branches.

. And, Senator, let me tell Kgu this is not an academic question, It
is not a question merely to debated by high-school students as an
interestin% subject. . .

I can tell you that this constitutional matter is a question of life
and blood and substance. ‘

Senator Dovaras. I am quite well aware of it.

Mr, StraorseN. We feel it. We lmow how it works. We know
what it is to be excluded from Congress. These industries that come



.

8460 TRADR AGREEMENTS AOT EXTENBION

in hore, somo of than lmving (tgono bofore the T'avift Commission sov-
cral timas, not for the fun of it, not in ordor to pny legal fees, but be-
causo thoy were being badly in}umd, foel that Congroes should oarry
out its function, ,

. So;mtor Dotruras, Mr, Strackboln, thore are two other sots of in-
TSt gmm e

My, Straokskin, And they had hoped there was a remedy such a8
tho State Depactment had afways publioly stated that thore was, and
thay found out that thers was not, and that is why we are here piomb
ing fov o chango in this system, )

onator Douvurnas, I do not want to prolong this, I will merely
mention that thero nro two other sets of interests which are not as
strongly represented by organizations such as yours. Theso ave, fivst
tho oxporting interests, which have somo de%reo of representation and
somoe degreo of intovest, but not as strong as the industries which want
tariff protoction,

Then there is the g‘rent, relatively uuorfganized group of consunors,
whoso interests are diffused and frequontly not recognized, but whose
intorests are extremely important, and 1 think the history of tariff
making by Congress bears out the fact that these two latter sets of
interests tond to bo relatively disregarded.

Mr, StraoxsriN. Well now, Senator, we are now in o state of vory
high consumer prices. This after 24 years of tariff reduction. If the
consumer interests aro so great, somothing olse must have failed, be-
cause our tariffs have been reduced grontly during this period,

Senator' Dovarae, Thero has been worldwide inflation, primarily
caused by tho—— .

Mer. Srracknein, You would not say the tarift caused thist

‘Senator Dovaras. Primarily cansed by the war, but prices would,
in my judgment, have been higher if the tariffs had beon higher.

Jn facty the reason_you want tariffs, protective tariffs, is to get
higher prices, If it did not give you highor prices, you would not
want them. Wo could argue with each other for a long time.

Mr. Srracxorin. That is not quite to the point. It is not neces-
sarily that you want higher prices. You do not want your market
disrupted by the uncertainties of shipments that come in here, and
particularly in the time of a buyer’s market, and disrupt the prices.

It is not altogether a question of the level of the prices. I think
you would that the Sherman Antitrust Act, the Clayton Act,
the Federal de Commission Act, the Robinson-Patman Act, and
s number of other acts, call for fairness of competition,

Now fairness of competition sometimes does mean higher prices
to the consumer, and that is what we are talkirig about with tariffs.
We want fairness of external competition, and T think with the his-
tory of that kind of legislation going back as far «s 1890, a lolr:E
history in the domestic field, to assure fairness of competition, I thi
we are somewhat behind the times in undertaking to create fairness
of competition on the front of import trade. :

Senator Dovaras. Thatisall. -~ - :i° ‘

Senator Kerr. Mr, Chairman, I would like to ask another question
or two. » T

The CaAmMAN. All right.
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Sonator Keni.-Ave-yen-familiar with the first amendment to the
Constltution, Mr. Strackbein?

My, StraoxseiN, Well, I think T am,

Senator Kern, I want to read it to you, and I want to read it into
tho record. I would liko for the Senator from 1linois to hear it.

Congress shnll make no law respecting an establishment of religlon, or pro-
hibiting tho free exerclso thereof ; or abridging the freadom of apeech or of the
press; or tho right of the people peaceably to amssemblo and to petition the
Jovernient for a redress of grievances,

Applicable to this situation, it would read:

Congress shall mako no law ubrldglnf the right ot the people peacenlly to
assemblo and to petition the Government for a redress of grievances.,

Mr. Simaokpein, Correct.

Sonntor Kern, If wo pass a B-yoar extension of this act, do we not
do just what this amendment says Conﬁrcsa shall not do, in that for
o poriod of that time wo would materially affect and impair the right
of the peoplo to petition the Government for a redress of grievances?

Mr, StrAukneIN, Precisely ; precisely. . )

... Sonator Krrr, You and the Senator from Illinois had quite an
illuniinating discussion there on the national interest, and indicated
o diffleulty in dofining it. ,

Senator Douaras, No difficulty on my part, I will say to my good
friend from Oklahoma. _[Laughter.] )

Sonator Kerr, Woell, I do not know whether your failure to define
it \]vns because of the inability to do so or because you did not want
to do so.

Senator Douvoras. I do not admit to any inability.

Senator Kerr, I am aware of that disposition on the part of the
Senator from Illinois. [Laughter.]

Is it possible that this might bo a definition of the national interest :
That it is the sum total of the individual interests of the people of
the country? )

Mr. StraokpriN. Yes. Of course, many of those interests might
conflict with each other.

Senator Kerr. Iunderstand, ‘

Mr. StrackseiIN. So it is sometimes very difficult to come out with
a— :

Senator Kerr. But the sum total of all the interests of all the peo-
ple has some relationship to the national interest?

Mr. Stracksrin, Correct. ,

Senator Kerr. Now the Senator was talking about how often Con-
gress would be called on to act. It would not be called upon to act
at all unless the President overruled or refused to carry out the rec-
ommendation made by the creature of the Congress, would it?

Mr. StrackseiN., No; no.

Senator Kerr, He said if you superimposed the job of regulating
the tariffs upon the Cong would it not be a burdensome and op-
pressive load that we would have to carry.

I did not, understand that you were 1n the posture of putting that
burden on the Congress,

Mr. StrackseiIN. I think that was done in 1789,

Senator Kerr. I understood you to refer to the fact that was done
by the Constitution, : ‘
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Mr. Straokseiy, That is right. _—

Senator Kern, Aud it would seem to me that it might be appro-
priato at any time tho Congress got to whore it was unwilling or un-
able to carry out the respousibility imposed upon it by the Consti-
tution, it eithor ought to move in the manner provided by law to let
the people decido whother that cught to bs amended or, if the burden
was so0 intolorable on tho Mombecs of the Congress, they might rotire
and let othors assume the position who would be willing to moet the
responsibility imposed upou them, not by you s a witness, but by the
Constitution itself.

Mr. SmracksrIN. Yes, I agree with that.

Senator Kerr, Thank you.

The Cuamrsan, Arve thore any further questions?

Sonator CarrsoN, Mr, Chairman, just one.

. M, Strackbein, there has been some discussion here about extend-
m§this for 5 years and the effect it would have upon its review.

ou are not contending here this morning if wo oxtend it for § years
tCoo'ngl'eea could not review it in the next session, 1959, if thoy wanted
Mr. StracknriN, Theoretically, the Congress could, Actually it
would not.

Senator Cartson, Well now, just & minute. Aftor all, one session
of Congress cannot bind another. You would not want to say that.

Mr., Stracksrin, The State Department has bound not only one
session of Congress but all future Congresses in some of the inter-
!m?on:nl commitments they have mado in this fleld. I mean bound
in fact, <

Senator Cartson. I am just not going to let the record stand that
one session of Congress can bind another session because, after all,
the people who elect new representatives coming in at the next session
can completely take this up—

Mr. StrackxeelN. Senator, I will say this: I would say go ahead
and make a 5-year extension if you can guarantee that next year, or
the year after, if there is sufficient demand, we can get a earinfg
before the House Ways and Means Committes on a general tariff bill.

The very purposs of the 5-year extension is to prevent just that.

Senator Kerr. It would require two-thirds of the Congress to
change it, would it not?

Mr. StracksEIN, Well—

Senator Kerr. If the President vetoed an action.

}g.bsl']rmcxnmm. We are talking now about bringing in another
tariff bill.

Senator Kerr. I understand. But if we did and the President
vetoed it, it would take two-thirds of tho Congressto doit.

Mr. StrACKBEIN, Yes, thatistrue. Thatistrue.

Senator Kerr. So we are bound to that extent, are we not{ .

Mr. STRACKBEIN. Be{ond that, if the committee did hold hearings
and refused to report the bill, you would have to get a discharge pe-
tition of 218 Mem . -

Senator Kerr. But if it passed a bill and it was vetoed by the
lPnesiden':, it would take two-thirds of the Congress to change this

aw.

Mr. StracksEIN. You are right.
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Our protest is that unusual obstacles are placed in the path and in
tho channels of legislation, barriers that do not belong there, and the
pmipose of the 5-year extension is to assure other countries that there
will be no tariff legislation in this country during that time.

And if we acted contrarily, it would be said, Mr. Chairman, that
the United States is being unfaithful to its friends and allies in the
rest of the world, and they would gravitate to the Communist camp.

l'I‘he argumont and the gambit is very clear. Let us not fool our-
selves,

Sonator CAnrson. Of course, Mr. Strackbein, that is a logical argu-
ment, and that may be the basis of a 5-year extension. DBut the fact
remains that in January 1059, the Congress of the United States can
repeal the Reciprocal Trade A%I;eements Act,

ow the Senator from Oklahoma says the President might veto it
and it would take a two-thirds vote. That is true. But they can
do it. Under the Constitution, which has been read here this morn-
inﬁthe certainly have control over it, so——

T, oxBeIN. Senator, I a%ree with you, and I say again theo-
retically, it is again theoretical, they cannot put you in jail—

Senator Cartson. But factually—

Mr, SxraoksEIN. But you are in jail. The Congress is in fact in

ail—-
Senator CarisoN, That is all.
Mr. StracrsEIN, On this subject.
Senator Carrson, That is all, Mr, Chairman.
The CrarrMan. Thank you very much, Mr, Strackbein.
Mr, StraokseN. Thank you, Mr, Chairman.
(The documents submitted by Mr. Strackbein follow:)

BxoERrTs yROM STATEMENT OF O. R. STRACKBEIN, OCHAIRMAN, THE NATIONWIDE
CoMMITTEE OX IMPORT-EXPORT POLICY ON EXEOUTIVE DOMINATION OVER TARIFP
ARD TRADE ADMINISTRATION .

As more and more industries began to feel the effects of the tariff reductions
executed by the President through the medlum of trade agreements and as one
after another industry tested the successive reassuring Presidential statements
(since 1034) that no domestic industry was to be jeopardized, and pondered
repeated State Department protestations that all duty reductions were made
only after adequate hearings and careful examination of the facts, and found
both the Presldential assurances and State Department protestations mislead-
ing, it soon became apparent that a qualitative change In our constitutional sys-
tem, as It relates to the regulation of forelgn commerce, had taken place.

As successive escape clause cases were processed through the Tariff Commis-
slon and it became incregsingly clear that the President, dating from 1051, was
rejecting a vast majority of the Tariff Commission cases, including unanimouns
declsions (tobaco plpes, silk scarves, lead and zinc, ferrocerium, groundfish fil-
lets, velveteen fabrics), it became obvious that the State Department, as prin-
cipal administrator of our foreign relations, had effectively superseded the
Congress as the branch of thé Government that regulated our foreign commerce
and administered tariff adjustments, : ‘ .

This represented a transformation of power executed within Washington,
D. O, without referendum, constitutional amendment, or recourse to any of the
known and recognized democratic processes. . o o

It bécame a wholly frustrating experience, with few exceptions, for industry
and labor. groups. seeking rellef from oppressive import competition, to make
representations to their elected representatives, to exhaust their supposed leg-
islative remedles, or to take their troubles to the executive departments that had
to all intents and purpoﬁ replaced the Congress. . o

The elected representatives were powerless. They had in one way or another
been dispossessed of their authority, This now lay elsewhere, diffused in var-
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lous exceutive departments, ofices, alul ngencles and thereforo becameo ns difM-
cult to Identify and pleco togethior as tho scattered nnd broken bones of a pre-
historie mizslng link. Thus, there was substituted for tho responslvencss of tho
tegislator tho clualveneas, the finely rplit but interlocking Irresponsibilitles and
sublime helpleaat~zd of tho burcaucrat who Is avight In the mesh of a poltcy
thn: lIm himself perhaps helped fastilon amd would not In any case change it ho
could,

It becamo clear that under tho clrcumstances such executlye officials had only
one characteristie recourse and that was knowingly to offer fair words aud
Aympathy to petitioning groups who sought thele help; for tho burcaucrat know
that he could not extrleate himgelt from tho policy mesh tn which he found
himselt entangled oven it in some Improbable ovent ho dlsagreed with it

Therefore, untess thoe petitioning gronr had n problem tho rolutlon of which
could be tound to Mo within the lnes of the general policy to which the oxecutive
was commitied, the bureanerat was in fact helpiess, untess Indecd ho nrplred
o a martyr's crown. Since there was no wish l’ronmth' to offend tho people who
appealed to bim, leat slow polltienl eroslon set in, the burenucrat mado a sliow
of siticers tegret and offered a number of suggestlons that hoe probably know
to bo whotly sterlle,

Depending upon the hureaucrat's resourcefulness on tho ono hand and the
degree of patience and falth of the petitionera on the other, thia cat and mouse
gano might bo good for 2, 3 or 4 years.

The bureaucrat’s supremo hope was that in the meanttme the pressing group
would have gone broke, becomo cynleally distlilusioned or that fate had been good
to them and helped them out of thelr difiiculty.

Thoe upshot 18 that tho concentration of what {8 a leglslative respousibllity
in the hands of the cxecutive Is In fact dellvering power to those who cannot
excrclso it equitably except by accldent or colncldence and can uso it only as
an fnstrument In furtherance of an executive polley. Only when thoe petitioner's
request fits {nto the polley can he hope for roflof——unless ho is sufBiclentiy
powerful to bargain against tho life of tho policy itself,

Repeated oxperlences with executive administration of the trade agreements
program have deeply convinced the successively frustrated partlcipants that
under the ecscape clause or other Instrumentalities, such as sectlon 22 of the
Agricultural Aﬁ\stment Act or the natlonal security clause, an industry or
branch of agriculture wlll not bo extended relief from injurlous import com.
petition on tho basis of the facta of the case and tho criterla set forth in law
but will be judged, elther favorably or unfavorably, but generally unfavorably
by factors that are nowhere set forth in any written law,

The assumption invoked in support of the exccutive administration of the
trade agreements program must be that the people of the United Statos aro
not competent to regulate their foreign commerce through Congress.

The Executive duly began to make internatlonal relations the ultiate cri-
terion of his disposal of Tarift Commission recommendations under the escape
clause. Thlis was the infinite opening through which every congresslonal enact-
ment on tariffs and trade could be scuttled, It was also the opening through
which congressional authority was sent down the draln,

That i1s why Executive domination over tarift adminlstration is the upper-
most Issue today in the formulation of forelgn trado pollcy by Congress.

We have now come to tho real questlon. Yhat 13 wroug with Executive
domination of our foreign trade? Iet us assume that the Siate Department
would say wlat 1t has not yet been bold enough to say: “We admit the allega-
tion. YWhat of 1t?’

It 1s unfortunate indeed that so many of the questions that go to the heart
of the controversy cannot be answered by reference to factual data. That
very fact perhaps explaing why the tariff 1ssue has s0 long been a political
issue in this country. Where mathematlcal or ‘sclentific certainty cannot be
established differences of opinlon will flourlsh and generally reflect dlversity
of interest. Policy determinations must be resolved on in¢omplete data and
through judgments that In great part must stand on their own feet. Ultimate
proof In support of the position of elther aide 18 lacking. .

It is In this setting that Executive control takes away the interplay of forces
that we look to in our system to assure a fair chance for all concerned. What
the exponents of Executive control say in effect Is that Congress fn policy
matters cannot be trusted to stay put precisely because it has its ears to the
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gronnd, Yet it is for the very reason that Congross does liaten to the voters
that wo can have a Government of tho people, by the people, for the people,

In the ebh and flow of economic tides nnd the permutation of advantages that
go with them, it will nlwnys como about that n program or line of action that
may have looked gogi! to the people of this country yesterday may today confront
us with a strangely unwelcome nxpect. If the Lmtlcnlnr programn In based on
loglsintion, the peoplo can adapt themaelven to the ehanged conditlons, but onty
80 Jong na tho leglslative channels are kept open,

It & therefore precisely becauso theve {n no finnl nnawer to the question of
tarllf and trade polley that it would be repugnant to the rules of the game and
at tho samo thng unwise to accept and {nsulate one particnlar policy against
change by dellvering it to executlvo control; and that {s what has been happening
and that Is what 18 tow under challengo In the tarlft and trade controversy,

On turther reflectlon §t beeomes clear that even tho trade-ngreement procedures
(Incluting publie hearlngs) in the long run were in any event of little moment,
and inero window dressing at best, beeause In the end the Presldent could backe.
ntgl{) any throws that seemed to him to bo headlng ontside the policy 1mits.

lio perminsive feature of tho law under which the President had discretlon
not to accept the Commission’s recommendntion (under the escape clause) was
used n8 a door to wnlk awny from any semblance of & tie to congressfonal power.
The President hias clalmed the right to Invoke conslderations that do not appear
in the law to support Wik rojection of Tariff Commiaslon recommendations; and
has done go repeatedly. This means that tho criterla Iald down in the law
{escapo clauso) becomo inoperative once a recommendation leaves the portals
of tho Commieslon, Bince thoe Tarlff Commission itselt ia an agency created by
Congress to carry out cortaln aspects of tariff administeation, the authority of
Congress also collnpses once tho Commission has finlshed its findings and
recommendation, .

Surely there aro legitlinate methods by which the regulation of our forelgn
commerce and the ndjustment of our tariffs can be correlated with the executive
conduct of our forelgn affairs without vlolating the Constitution or doing violence
to tho substantial guaranties contained fn that document,

Such correlation does not call for either congressional abdication or transfer
of authority to tho Executive under such broad terms that the Executive can
contrive the climination of Congress from {ts legitiinate field of control. It does
call for an advisory llalson between the Executlve, §. e, the State Department,
and the Congress; but the freedom of Congress to accept or reject any advice
th{\t“mlst:}t be tendered must be recognized as the ruling principle of the
relationship.

Elimlnnt?on of the Presidential veto Is vital to the restoration of congreasional

wer, To retain this veto would be to foredoom all other efforts to break the

xecutive domination, It is this power of final review that enables the State
Department through the President to frustrate the mgonslvenm of Congress
to the people. It ia this final power that makes a mockery of all intermediate
Srocedures, such as consclentlous hearings and Investigations. It iy also this

nal power that enforces the executive policy as distinguished from the legisla-
tive and P“"’ all {ntcrested parties, the industries, the workers, the farmers, the
owners of mines, plants or mills into the palm of the Executive’s bands and at
the mercy of his predilections and those of his advisers.

THE NATIONWIDE COMMITTEE OF INDUSTRY, AGRICULTURE
AND LABOR 0¥ IMPORT-EXORT POLIOY,

Washington, D. C., March 7, 1958.
Re Mr. Dulles’ statement on H. R. 10368. .

Mr, Wiaur D, Mires,
COhairinan, House Committes o Ways and Means,
House Ofice Building, Washington, D. C.

DeAr MR, Mmrs: On February 24, 1058, the Secretary of State, Mr. John
Foster Dulles, appeared before your committee and presented a prepared state-
ment for the record. - R

I would like to offer an analysis of, and comments on, some of the leading points
set forth by Mr. Dulles and hope that this may be included in the record. Ordi-
narily I would make no request of this kind but I bellere that because of the
far-reaching implications of some of Mr. Dulles’ observations and judgments and
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thely vital bearing o the merits of thoe leglalation that s before your committee
{n the form of I, It 10308, you and members of your commitice no less than
those who look to the hearmfu record for informatlon and guldance wlil be
Intorested 1n an analysis of his statement from tho point of vlew of one who
dleagrees with hl‘lm tlon.

The Secreiary of Btato's paper Is divided into soven parts and this reply wlll
be addreased In sequence to these parts.

1

In part, I, Mr, Dulles, 1efers to what he calls the two tnin aspects of the
Prealdent’s proposal to extend and strengthen the ‘I'rade Agreenionts Act.

The second aspect was sclected bf Mr, Dulles himself for your attentlon. As
set forth by him this aspect of the Prealdent’s proposal in the part “deafgned to
Aelp mako the Unlled Rtatea secure againgd externial danger” [Italte supplled.)

he Becretary of State ahoutd be lauded for his frankness, It Iy cloar feom
his statemient that the Trade Agreements Act 18 ta be wrenched from its orlglnat
futent and converied Into nn instrumentality of tho diplomacy of this country,
That it haa in fact been used in this manner for a mitnber of ycars has heen
aswerted numerous thnes by thoxe who have questioned the unaunthorized diece.
tlon taken by the gmxmm. ut never before has the Btate Department wo clearly
pleaded gullty to the charge,

The question thua presented by Mre. Dulles ts really twofold, Ono {s whether
the Jdanger to the United States on the political side 1s so great and imminent
that it shoutd be raised to an os‘errldlnF Uiscipline, superseding our Gonstitution
and such conslderations of the domestic economy as might bo held to upact in.
ternational diplomatic maneuvers and negotiations. Tho other Is whether Inter.
national trade as an instrumentality of diplomacy is in fact a sultable or useful
or manageable tool that can be usad suceesstully to further the security of thia
country inst external danger,

Thoe firat part of the queation 18 A moat serlous one. It we keep in mind that
there was & tinmo leas than 200 years ago when the Amerlcan colonists were
willing to rizk death and privation and dld indesd experience both, for the sake
of setting up a constitutional aystem of government on this continent, we must
naturally wonder why today we should throw tho principles of that Constitution
overboaird as a means of courting safety.

Presumably danger tnay be o great at times that we must temporarily forego
the benefit of principles for the cetablishment of which others died; but when
there may be a clear tdoubt about the nature of the danger and when there {8 in
any case ho compelling reazon for belleving that the action proposed to avert
the danger wonld be more frultful than other proposals, then surely there can
be sg Justificatlon for jumping to a totalitarlan concluslon about what should

ne

It has become & habit in high places to ahoot from the hip with superiatives,
to say, for example, that a course of action not conforming to the officlal proposal,
would be “totally disastroua” The meaning of words ia thus vitiated and testt.
mony that deale in such superlatives loses it welght. If it 1s necessary to in.
voke totalitarian principles in order to galn the acceptance of teatimony it may

od that the testimony lack® the force to recommend itself.

The other part of the question, 1. ¢, conceding the danger, whether the trade
agreements program is a sultable instrumentality for warding it off, should also
be closely examined. This phase of the question leads us Into parts II, 111, IV
of Mr. Dulles' statement. . .

The Secretary’'s statement sagz that the trade agreements legislation of the
United States has become “symbolic of economic cooperation as a substitute of
economic warfare” Then, golug back to the depression of 1029, the statement
refers to the trade barriers that were erected as 8 means of reviving the econ.
omies of various countries and the decline in world trade that ensued. Since
World War II “the trend has happily been In the other direction, at least so far
as the firee world Is concerned” the statement continues. S

This latter statement will come as news to many people who are under. the
impression that international trade became more closely hed by quotas, ex-
change controls, embargoes and import licensing systems after World War 11
than ever before. The Secretary evidently paints with very broad strokes of
the brush. Very recent years bave indeed witnessed some relaxation; but the
trade of most countries continues under close survelllance of thelr governments;
and there is visible little or no hesitatlon to restore restrictions that have been
taken off if this is regarded as necessary. T
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‘fhe United Kingdom still haw tho token fiuport plan which greatly restricts
imports of a long list of goods from this country. ¥or this there may be good
reaxonN, 'Tho polnt I8 that GATE or no GATT other countries shuttle hetween
1iberalization and reatrlction of trade very much to stlt themnselven,

Me. Dulles polute to tho need of liheralizing trade more and more beeause of
the “physleal danger that wo face.”

Ky donll{ 24 yenrs of tho trade agreements program did not provent us from
drifiing {nto such thslcnl dangor, Why then shonld wo try niore of the same
niedieino? Fvidently ns a preventive It was not effective; nnd just as surely it
has not acted an a cure, henca the notion then that the record supports a
further B-year oxtension of the progrnm?

“¥or the first time In history,” tho statement continues, “the United Hiates
is subject to major devastntion from weapona launched from foreign sofl."

Can Mr, Dullos really bellovo that tho existence or continuation of the trade-
agtecments program bonrs any ascertainable relovance to the fact that Russin
hrte rixen to n position of challonging this cotintey physicatly? 1If there is any
relevancy, the ore obvious concluston, according to ordinary togle, would be
that the program did nothing to proevent the uUnwelcome development, If it did
not, indeed, ehhanco It

Ho doaw, Indecd, claim that "the danger ia met, and our ’peaco fa preserved,
by one fact aml one fact alone—that ix, that the free worlld Is not disminited,
but wo{ks"togethor and provides dispersed power to retallate agalnst armed
aggreasion,

In xaylag this, ho maken two assumptions, One Ix that sitch unity as there
in does not conio from military conalderations, hut from tho trade-agreements
program. Tho other {n that the trade-ngroements program will be the magnet
that will keep the free world together,

oth nre very strained assumptions, and ean be sustained at best, and then
only flimalty, by oxaggorating vastly the proposals of the so-called {v,rotecuonlst-.
Thus, Mr. ﬁulles nays, "It other world nations think that the United States
market will bs increasingly closed to them, that will immeasturably belp the
Saviet Comnmmuniat bloc to prosecute thelr plan of economic encirclement and
ultimato strangulation of the United States.’” In other words, the free world
wh] lose its unity and Russta will pounce on us,

Thero I8 no proposat before the Ways and Means Committee or hefore Congresa
thnt woulidl come anywhere near cloalng oue market i0 imports. There are,
Indeed, proposals that would "“’P fmporta from running wild, as they have
In somo aectora since the war, and with thelr low-wage advantages driving our
own producers, with thelr vaunted higher productivity armor, like chaff before
tho wind. Peincipally, these are proposals to keep {mports within botnds and
to houscbreak them competitively so that it will be possible to live with them.

Again, Mr. Dulles In part 1V says that “some elements of the United States
industry seek to Improve thelr competitive position by fmplying that any compet!-
:,lot? fro;)}’ abroad, merely because it Is ‘forelgn,’ should, on that account, be

ebarred.

it wonld ho verv helpful if Mr, Dulles supported this bald assertion with
substntiating citations,  Without bothering to do so, he awings stoutly at
this ugly strawman that he has thus set up and brings him down flat with this:
“The United States cannot accept that viewpoint without endangering our
whole Natlon.” This, in part V of his statement,

Nnturally, we are moved to shout “Bravol"” The {rade-agreements policy
acores again, as It has scored so many times, against the viliains made of straw.

But then Mr. Dulles softens, ‘Thia 18 & pity, because it robs him of his victory.
He says, "There I8, of course, o wide range of cases where foreign competition
should bo restrained, and is restrained by protective actlon.”

This admirsion brings him within the range of reality, but fn the protess
he lost his lance. : ‘

His admisslon that there Is a “wide range of cases where forelgn competition
should bo restralued” ranges him alongside the proposals of the so-called pro-
tectionists, That Is all that they have clatmed. They do not propose a general
increase In tariff rates nor the general imposition of import quotas. They
seek redress agalnst injury only when this can be ?roved to the satisfaction
of the Tarlff Commlssion in public hearings where all sides are heard, in [ndl-
vidual cases, and they advocate quotas only where the tariff alone Is unequal
to_the situation because of the operation of the most-favored-nation clause.

Why is Mr. Dulles not satisfled with this? He, as spokesman for the State
: Department and accepting the long-time position of that Department, does
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not Lelleve that the regulatlon of our forelgn commerce can bo loft to the
Congrexs, whoere it was placed by the Conatltution, )

Aud wh{ does this attitude come no nnturally to the State Departinent?
Kvldently, it {s not so much n watter of principlo as it is n matter of who exet-
clges power, That It s not a point of principlo is readity deduced from the
Sceretary's and the Stato Departmment's vlew of restraluing lmports so long
as it Is dono by that l)ePnrtment in consort with tho Departinent of Comniorco
or other excecutive agencies and not by Congroas. .

Thue, he cltea wWith approbation tho voluntary restrictlon of ofl lmports,
“Includlng those from Yenexuela and Canada’ ‘Theso restrictions, stich ny they
are, are In the form of quotas, Obvlously, quotas are respectable it they are
untler tho control of the Kxecutive, but unspeakably wicked it they are finposed
2;) A matter of Inw under procedures spelled out by Congreas and controlled by

NRTOLS,

Agaln he polnts approvingly (. V1) to the resteictions lm}med by Japan on
her oxports of “texilles, flatware, and other goods sold to the United Btatea”
Once more, these voluntary, self-lmposed restrictiona flud vo echo in the well-
stocked arsenat of 111 will agatnst quotas 1n the State Department,

Obvlously, it 1s all right to impose trade bavrlers so long as It Is dono by the
State Departinent or some other arm of the executlve, Evldently, sln becomes
salntly if it is committed in the right quarters, :

In other words, what concerne the State Department s not the restriction of
trade, as such, but who does it, even if tho law and its orderly application must
bo set aslde, and even if our aystem of government must bo subverted in the
proceas. Such a view 1s a natural product of the nssumptlon that diplomacy
must be tho arbiter of our lives, All elso must then be subordinated to the con-
siderations of foreign relationg, including the Congress.

¥I AND VI

lttc\m Mr. Dalles turns td 'all.points of the compass, north, south, east, and
“‘e\‘ .

11e cltes Canada and her unfavorable balance of trade with ua in 1037 and,
by deploring such a conditlon, swallows the mercantilistic Rhlloaophy that his
Department abhors 8o busily., In 1087, a year during which Canada made
tremendous capital outiays for pipelines, lron-ore dovelopment, and other onter-
prises that drew heavily upon Unfted States sources of supply, that country
fmported £3.0 bililon from thia country, but sold us only $2.0 billion. Already,
towara the end of 1067, this unfavorable batance began to move toward a bal-
ance, as should have been expecteéd as these developmental enterprises neared
completion. Imports from this country dropped $160 million In the second half
of the year. That the unfavorable balance was no great strain on Canada in
'llh'lzl first instance was reflected in the sound exchange position of the Canadlan

ollar,

What Mr. Dulles did not mention is notable. Ho said nothing about the
Canadian grievance against our liberal-trade-minded wheat producers and flour
millers who hold tenaciously to a virtual embargo ngainst the importation of
Canadian wheat and wheat flour whilo ranging themsclves stanchly on the slde
of the freer trade advocates In this country, )

Also, Mr. Dulles failed to note that the duty on American goods going into
Canada averages a good 2% times our average duty on imports from Canada.

Southward, he points to Venczuela and points out that in 1957 we shipped $1
biliton of exports to that countiy while we bought only $000 militon., He
observes that “it the Government of Venezuela considers that we intend to put
up serious barriers to imports from Venezuela the consequences will not be in
the interest of our national security.” Yet he admits that we have a “Govern-
ment-sponsored voluntary restrictlon which limits oll imports, including those
from Venezuela and Canada.” In other words, the restrictions are sanctified
by the fact that they were sponsored, not merely by our (Government, but by
the executive branch thereof. Had they been put on by Congress or an agency
of Congress under due process of law, the same restrictions would have to go
to th% foot of the line and stand as a monumenat to the crumbling of our national
security. : . -

Now, eastward, he points to the United Kingdom, a country that he correctly
deacribes as living “by participation in world trade.” In 1057, the United King-
dom bought $1.1 billion from us but we imported only $0.775 billion from there.
This left a balance of over $300 million against England. ‘
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Ono of the principal troubles {s that Britaln compeles In our market, prin-
clpally, with finished products that not only we eiso manufacture but that are
also manufactured and shipped to us by Kngland's competitors, such as West
Qermaty, ¥rance, Italy, the Netherlands, Belglum, and, not least, Japan. The
moat-favored-nation clause preveants our granting lower dutfes to British {m-

ris ne could be done in many cases bocause of thelr relatively higher prices.

hould we lowor the rato on {inporis from the United Kingdom, the same lower
rates would be u’),plled unconditlonally under the most-favored-nation clause to
fmports from atl hor competitors., This would only widen their price advantage
in this snarkot over imports from England, and would not help her.

Bo, the cnpplng statomrat of Mr., Dulles Is mere hollowness and rhetorle
when he says: “If the United Btates wero to ndopt policies that would set in mo-
tlon a serles of worldwlda trade restrictions and high-tariff policles, the effect
upon the United Kingdoin would be grlevous.”

Poxslbly. Howover, there Is no proposal beforoe Congress that suggests what
Mr. Dulles professes to fear. Moreover Britaln dld her best in a world of hlgh
tariffs béforo World War 1. Lower wago competition, fn combination with the
meat-fuvored-natlon clause (the principle of nondiscrimination), later under-
mined hor position,

Turning westward, Mr. Dulles comes upon Japan. Ho polnts at her unfavor-
nhle trade balunco with us, In 1057, she bought $1.25 billlon from us, but we
took only $0.0 biliton, or half ax much, from her,

Unquestionibly, wo havo a responsibitty hero so long as we fnslst that Japan
must not trade with Red China and North Korea.

However, recognifion of tho responalbllity does not solve the problem. Of
all tho routes to take in our relattons with Japan, GAT'T is probably the poorest.
We should not have sponsoréd Japaneso membership in GATT, but should have
entored into a bllateral agreement with her. Fourteen of the other leading
nations of GA'T'T have, fn any case, refused to exted most-favored-nation-clause
treatment to her, atthough we have done me. Our support of Japanesc entry
into GA'I'T wan a cnse of A bankruptey of {deas and of following what appeared
to be the obylous and easlost channel,

Weo should have made a study of our trade with Japan and of the capacity
of our {ndustrles to absorb competitlon from Japan fn our market, We ahould
then have devised import quotas which would have kept the imports within
limite, but which would have set aside a reasonable share of the market to be
supplied by Japan. This would have made {t possible to )ive with the Imports.

As It I, we aro being driven, of neceszily, to the use of Import quctas on a
global basis because imports froin Japan not only confront our own industries
with a problem In our market but, also, exporters from Europe and especlally
the United Kingdom.

In the end, Mr. Dulles again Invokes danger as the impelling consideration
fn support of H. R. 10308,

What I8 his suggestlon worth? The trade-agreement extension for another
8§ years would, presumably, provide us the necessary shield.

Not, let us suppose that the Russian economic threat againt which Mr. Dulles
8o properly warns us-should materialize. The next question I8 how GATT,
which is the offspring of our trade-agreements program but which, in turn, houses
thio program, ia fitted for econom!c warfare. let us remember that at the outset
Mr. Dulles sald that, since 1034, we had moved toward economic cooperation
as a substitute for economic warfare. Now, apparently, we are to use the
same instrumentality of international cooperation, 1. e, GATT, for purposes
of economic warfare. !

Obvlously what i8 meant here Is the use of foreign trade by our Government
for internationat political purposes—in a new direction, namely, to block Russia.

Implicit in this undertaking is an end to private international commerce;
for nothing fs less suited to economlc warfare than private trade conducted
‘for profit. \What we are really witnessing here Is the effort of the State Le-
partment In the gulse of freer trade to gain complete dominion over the fiow. of
commerce, : . ST : «

This effort continues to reflect the same philosophy that produced both the
{ll-starred ITO (International Trade Organization) signed in 1948 but rejected
" by Congress in 1950, and the still walting OTG (Organization for Trade Co-
operation) which is still in the eggshell on which Congress has been sitting for
8 years. The Russlan economic and military threats are merely handy argu-
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ments to be pressed into service in the attempt to denude Congress of its au-
thorlty over foreign commerce.

Obviously, if it becomes necessary to meet the Russian trade challenge by
extraordinary means we must quickly forget the most-favored-natlon-clause In
order to gailn greater maneuverability, Also we must set aside earmarked
products, raw materials and farm surpluses for shipment where they will do the
most good, and not according to profit consideration nor tarough established
distribution channels. Commercial conslderations must be brushed aside.

Such a course would upse’ tne normal trade channels to an incalculable degree
and would undoubtedly intesdere with our trade relatlons with GATT countries.
Instead of being of help to us GATT would no doubt challenge our violations and
throw into doubt the value of our economie efforts against Russia.

All that Mr. Dulles really accomplished in his statement was to press into
the service of the State Department the latest international deielopments for
help toward gainiog the long standing objective of the Department, but which
it has 80 far not quite succeeded in assuring—and that is, making of international
relations a totalltarlan discipline to which Congress and our Constitaticn must
bow If any of us are to remain free or even alive and establishing the executive
brg;:ch of the Government and the State Department in particular as the supreme
arbiter.

Sincerely yours,
O. R. STRACKBEIN,

Ohairman,

How A TRADE AGREEMENT Is MaDE

Coramentary by O. R. Strackbein, Chairman the Nation-Wide Committee on
Import-Export Policy, April 30, 1958

The Department of State has issued a brochure under the title “How A Trade
Agreement Is Made.” It bears the date of February 1958 and has recently
been distributed far and wide. This dissemination corresponds with the con-
sideration by the Congress of the trade agreements extension biil of 1958,

Tho publication presents in detail the interdepartmental organization' that
initlates trade agreements, sets forth the several steps involved {n preparing lists
of items on which It 18 proposed to reduce the tariff on the one hand, and on
which concessions are to be asked from other countries, on the other; traces
the public hearings process, the setting up of negotiating teams to deal with
forelgn representatives, the actual process and considerations that gulde the bar-
galning operations and the final promulgation of the results by the President.

The Department is to be congratulated on the thoroughness of its job.

However, in making this exposition the Department was probably unaware
of the thorough manner in which it also confirmed the many bitter complaints
fodged against this very system by numerous domestic producers who have
experienced the results of the organizational features described in the brochure
and the airtight procerures pursued in making a trade agreement.

Intentional or not, the system almost completely shuts out all influences other
than those of the executive power, which {s enthroned atop of numerous inter-
locking and same-thinking subsidiary committees, which in their turn are also
drawn, with minor exceptions, from the swollen and teeming executive depart-
ments; State, Treasury, Defense, Interlor, Agriculture, Commerce, and Labor.

As well try to penetrate the inner precincts of a medieval palace through the
concentric rings of guards as to undertake to produce the least effect upon the
deliberations of these executive representatives. Thelr precautions against in-
fluence from outside the executive branch would ali be appropriate with respect
to subjects that fall exclusively under the functions of the Executive; but are
out of place with respect to a subject on which no settied policy can be forespoken.

It becomes obvions that such devices as hearings before the Committee for
Reciprocity Information (which {8 made up almost completely of executive de-
partmental personnel) in preparation for trade agreements are nothing more
than hollow concessions made to ontward appearances. The executive personnel
of the Committee for Reciprocity Information(a hearings agency) is the same as
that of the Interdepartmental Committee on Trade Agreements (an operating
grotip), Not only {8 this odd but reflects once more the prevalent attitude that
domestic producers whose vital interests are involved should be told and not
asked. Theirs is not to reason on the hows and whys, -
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If the document on How a Trade Agreement Is Made s read agalnst the con-
stitutional enumeration of the powers of Congress, where the responsibility for
the regulation of foreign commerce and tariff-making is placed unequivocatly
upon Congress, it becomes obvious that once the portals to the executive maze
that leads to a trade agreement are entered Congress 18 soon lost to sight; and no
one has yet been able to find or fight hls way back. The dungeon keepers
of the Middle Ages would find the atmosphere famillar; and the marauders of
the Arablan Nights would recognize a kindred world.

To men of the open day and sunlight the system 1s and should be abhorrent.

The men who sit on these inner committees are as bound In thought an?} con-
elu:lon ag the members of & Russian Soviet; and this is allen to the American
system.

How can this be?

The fact arises from a basic error of administrative concept:

What has happened is that the adminlstration of a law governing an ever-
controversial 1ssue (tariffs and trade) has been treated since 1934 as if it had
been moved into & settled arena, to be gulded henceforth by an inflexible and
undebatable formula: in thls case, progressive and relentless tariff reduction
under executive rule with but a shadow of recourse by those who are injured.

The procedure established could only be based on the assumption that the
electorate once having spoken had relinquished its interest In the tariff and trade
subject and left it to the President (meaning in effect the State Department) to
do with as he saw fit. Judging by the executive procedures established to gov-
ern the trade agreements program, the 78d Congress sitting in 1934 was ap-
parently regarded as having spoken for all future Congresses as well. This is,
of course, wholly out of keeping with the Constitution which contemplates
changes in gentiment among the people and the expression of such changes
through their elected representatives.

Procedures for making trade agreements under the legislation were charac-
teristically set forth in an Executive order (No, 9832). This was in effect an act
of ‘;vhav.l'ng goodbye to representative government {n this particular field.

y

It Is because executive personnel of the departments who became almost the
exclusive administrators are appointed by the Executive, owe thelr tenure, the
future of their careers, their advancement and all else that makes for loyalty,
to the Executive. Their function I8 to carry out settled policy. Thelrsis nota
le.gllslat&e or parllamentary fleld nor one in which the voice of the voters is
registered. : -

Therefore, it 13 unrealistic to look to public hearings conducted by execu-
tive personnel and expect results significantly at odds with the ruling executive
policy. Such personnel Is not responsive to Congress; and the voice of Con-
gress is lost In the intervening chasm,

It would be different it the administering bodies were creatures of Con-
gress and responsible to Congress, as are some of the independent agencies.
That is the distinction between the Tariff Commission, which is an agency set
up by Congress to do the detailed and technical work of Congress, and the In.
terdepartmental Committee on Trade Agreements and its alter ego the Committee
for Reciprocity Information, which are not creatures of the Congress but arms
of the vxecutive. The Tariff Commission under the present setup, is but an
edentate body constahtly frustrated by the President. E

The nonresponsive effect produced by this system could still be overcome but
for two practices that effectively lock the door to the reentry of congressional
tnfluence, . : . . L

1. Tarlff Commission rccommendations under thé escape clause are sent ex-
clusively to the President to do with as he likes. The escape clause represents
the principal recourse against injury from trade agreements available to do.
mestic producers. In refecting such recommendations the President has but
to sign a letter directed to.the chairmen resgectively of the Senate Finance
Committee and the House Committee on Ways and Means. From this there is
i8 no appea), and the President has since 1051, when the escape clause was first
enacted, réjected dbout two recommendations for every one he has signed.

(These rejections appear to be completely at odds with, the. successive Presi-
dential assurances that no domesic industry would be hurt by the trade agree-
ments program. This reassuring face 15 the oné the executive has turned to.the
public while in the meantime the trade agreeménts machinery has continued to
grind out its results quite oblivious of these assurances.)

27620—58—pt. 2——3
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2. In negotlating the Ueneral Agreement on ‘taritts nnd 'l’mtlo the Blate Do.

lmunm\g agreed to far-reaching trade rales that go Leyoud mere tarlff reduc-
fous.  These trade rules, oo exanipte of which Is renunclation of the use of

fmport yuotas (with some transitory exceptions), huve the effect of interioslug
betweetr Congrenr mud I8 treedom Lo leginlate certaln Internnttonnl taboon that
cintiot be viotated without breaking solemn tuternationnd colnmitments.

T'he practieal effect of the operatlon of the teade agreements nyatem, Ineluding
the organlrationnl and procedural napeets of muking ogreements, iy {hus been
to make a houwe of futillty out of Congress wo far as the reguintion of foretgn
comerce Ia concernwd,

At the rame thine aid by the matne process the eleclorate han perforee been
effectively disfranchized in this feld ko far an its control over the Governtent
I8 concerned ax contemplated under the econeept of {mmalnr suverelgnty, ‘1'he
Cotstitution has been ateinled de fucto In complete disregard of the preser)wd
ocedures,

“How a 'P'rade Agreelnent In Made" might Just as appropriately be ttled “low
the State Deparbuent ‘Through the Trade Ageeemciits Loglstutton Drove Con-
groee From the 1HHILY

The obvions romedy Hes fu tegistation it would restore cotigressionnd eontrol,
at the very mintnm to the potut of controlifng the erenpe clike vemedy, fhin
conhil be accomplizhiest iy requiring that the el Conmmlaslon recommendntions
be ront to Congrexs for poxalble disapproval by Jolnt resolutlon.  In other words,

-the veto power over such recommendations shonld be shitted trom the Executive
to the Cohgrose,

The need for nn eseape clnuse netton arlrex fron orrora committed in tarlfy
negatintions by the Bxecutive under the spstem zet up by the Exeeatlve for
making trate agrreients, .

Ninee the original power (n the regulaton of forelgn commoree rentilon {0 Con-
Rresk and the Prestilent exerelzex only detegated power, the Cougress rather
than the Prastdent should be the judge of whoether ttie delogated power hins been
properly careied out.  This wonlid be accomplirhied In substantint part by giving
(o Congress the finat word on excape elanse recomiendations,

It the President haz reaxons beyomt the queation of Inilnr.v 1o n domenstte in.
dustey for twvizhing to Block a Tarlt Commitzsion recommendation e contd present
hiz reasons to Congroese: and 1 these were compelllng Congress wonld no donbt
give heed to his ploa.

wWasnixaroy, D, Q,

The Crirarryay. Thoe next witness is Dr, Loewis B, Lloyd, of the

Awmerican Taviff League, Inc.
Come forward, Dr. Lloyd.

STATENENT OF LEWIS E. LLOYD, REGIONAL VICE PRESIDENT,
THE AMERICAN TARIFF LEAGUE, INC.

Mr. Lrovn, Mre. Chaivman, I am Tewis K, Lloyd, economist and
head of the business research for the Dow Chemical Co. However,
I appear today in behalf of the American Tariff Teague, of which 1
ama vice president. ;

In Lehalf of the American Tariff League, I would like to sugfst
~that H. R. 12391, which proposes to extend the Trade Agreements Act
for 5 years, can be improved by this committee by addition of a few
stmple amendments which would bring this bill more clearly into line
with current conditions, e e
. _ First, however, may I preface my suggestions with a comment
.about the objectives involved, Contrary to statements by some of
the mponents, those of us who see dangers in a 5-year extension of
the de Agreements Act are not opposed to trade, Speaking for
myself, as well as for the league, I want to assure you that we recog-
nize the importance of foreign trade to the economy of the United

States. ’
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The juse is not. whethor we should liave foreign trade, but rather
tho conditions under which thatgtrado should be earried on in order
to yield the best overall results for the American peoplo—balancing
tho needs nnd interests of nll sectors of our economy,

1. R, 12601 hag muny features with whicll we can agreo, It con-
tinues to recognize that the administration of the trade agreements
progranm must bo kopt in balanes, It recognizes that whife we may
roduies vates in the furthernnce of foreign policy objectives, we must
also earofully conserve the preventive and remedia) safeguards within
tho Inw designed to provent injury to domestic producers and to
furnish redress if injury dves oceur,

The House bill confirms and strongthens this balanced up{n'onch
bf improving the peril point, escapo cleuso, and national seeurity pro-
visgions of the cnrrent Iaw, It also establishes for the first time the
pt-incl?lo that Congress should have a share in the final determina-
“mil of any rate or quotn modifleation growing out of escapo clause
Aaetion,

"T'he changes proposed by the House bill indicate s recognition of
the need for improvement in the trade agrecments program, During
the pust 26 years of ity administration there have developed many im-
wrfections, even inequitics, in the present. tariff law, and especially
i the chrotic tariff schedules that hiave resulted.

The bill now before this committes needs further refinement, how-
overy bofore it can give offective improvement, The league, after
painstaking and long research, has adopted and published recom-
mondations for a thorough overhaul of our tariff system and schedules.
Wo hope that Congress at an early date will give serious consideration
to our proposals, In the meantime, however, the present bill, suitably
amonded, could fill the need for a continuing program, ;

When we examine H, R, 12591, we note that it provides for an un-

recedented 5-year extension of the Presi-ient’s authority to enter
into trade agreements by Executive action, 5 years which may well
become 10 years. This results from language which permits reduc-

tions. negotiated during the 5-year period to be put into effect in 5
annyal steps extendn‘lf yond that period. . :

Thus, a law enacted by the present Congress would be administered
throughout 2 future Presidential terms and 5 new Congresses. We
doubt the wisdom of ‘committing the country’s trade policies that
far in advance. ‘ ,

The main argument offered by the administration in support of
this unprecedented Slzyear extension is that it is necessary to cope
with the European Fconomic Community when that organization
,dgggrmmes what- its external tariff rates will be in 1962 and there-
fa ) YN N Cle s ) ‘ .

. Thig argument is valid only if one assumes that the Common
Market will keep to its announced time schedule; that unless effective
pressure is exerted by the United States the Common Market will
act.in a manner adverse to our interests; and that the provisions of
the General Agreement on Tariffs-and Trade which are supposed to
control the formation of customs unions and free-trade areas of its

members are inadequate. o .
. When we examine the first of these assumptions—namely, the time-
table for the'Common Market—we begin to have doubts. Already
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one fmportant member country, France, is undergoing political up-
hoaval which could disrupt the timoe tablo and ovon raises some doub!
a8 to whothor the Common Markst will become n working roality.

'Thore are, of coutse, many other stresses in Kuropo which ean re-
tard, formatlon of tho Conmon Market or oven chango {ts direction,
In tho light of theso uncortaintics, and at a time when the interna-
tional sceno changes so fast, weo doubt the wisdom of attem ;tlnF to
ostablish o program which reaches so far into the futuro, We might
better extend the Trade Agreomonts Act for 2 years, aftor which n
now Congress could ovaluato tho probtems facing us at that time.

The second assumption which wo mentioned implioq an intont on
ot part to attempt to influence the decisions of the Kuropean Kco-
nomio Comm\mitir. It the proposed Common Markot succeeds, it will
ﬁm\tly advance European cconomie integration, It will strengthon

10 membor nations and make them more important and offectivo
allies in the family of freo natlons, It will improve Ewropoay eco-
nomis effieioncy and ussist in raising European standards of living.

All this is in our own best interests, Wo should be offering en-
couragement and helpful suggestions, and should not bo engaged in
dovising ways to force the Kuropean Common Market to act ugainst
its own best judgments, 1f ts intorests require a given common
tariff, would wo bo wise in trying to undermine it? Have wo for-
saken our botief in the Krinciplo of national self-determinismf

Wo are told that another reason for the 5-year extension is to mest
the trado offonsive of Soviet Russia, It is interesting to note that
troubles which have been fomented by Communist tactics around tho
world camo into being during the lifo of the trado agroements
program,

Wo do not wish to infer that theso troubles have been caused by
the trade agreemonts program or in fact that it has contributed to
them; but it is obvious that it did not provent them. If it could not
provent, thess problems, how can it be the cure for themf

The Russian economio offensive will pose severs problems, Wo
shall need to ﬁnvo closo attention to them. The program (?roposed b
the House bill, which could commit us for as much as 10 years, will
not givoe us the flexibility to reexamine the changing scene and adjust
to new conditions as they arise,

. We should remain freo to roview and revise our program in the
light of the changing world picture and adjust to new economic situa-
tions at home as well as abroad. A 2-year extension of the Trade
Agreements Act will better fit present needs than the proposed un-
precedented 5-year oxtension. -

There is an additional reason for a short extension. Congress, in
1956, directed the Tariff Commission to revise, coordinate and simpli-
fy the tariff schedules. The Commission is nearing the end of this
herculean task and should be ready to offer its recommendations for
congressional consideration next year,

Since Congress set the task, it will want to consider most seriously
the resulting recommendations, free from any hampering commit-
ments. A long-térm extensibn of the Trade Agreements Act now
would prejudice such an objective apgroach. T

H. R. 12591 authorizes the President to cut tariffs by 25 percent,
even more in certain cases, The 1955 extension permitted a lesser re-
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duction, only 15 percont; and yot something less than one-quarter of
the potontial tar{ff-cutting authority has beon utilized up to now,

Tho bill which we are considering asks for now and more drastio
tariff-cutting powor, Wo can only conclude that it intends to cut
ratos thnt have alrendy boen cut many times before, including the
period of tho most recont 3-yoar extension, In other words, we are
now dofinitoly in the sonsitive area of tariff cutting.

Mr. Chairman, wo can concoivo of a tariff as having a “threshold
valuo,” & rate to which, under ordinary circumstances, a previously
highor rate can be cut without much affecting imports, This is tho
theory of tho peril point,

Howevor, peril point sottings cannot bo mathematically exact; and,
as tho situation changes, a poril point sot today may not be realistic
tomorrow. ‘I'his i especinlly important when we realize that, in re-
ocent years, manufacturers in the industrinl free nations have been
building modern new plants. Many of theso are automated mass-

roduction plants with low unit costs. A peril point established oven

or 4 yoars ago may be completoly unrealistic now, and one estab-
lished now may soon be obsolete.
_ It scoms to us, therefore, that Congress ought not to authorize
a furthor 25 porcont reduction, which will surely drive some of our
tariffs bolow tho “threshold value.” Nor should Congress authorize
thio two-porcontage-point-reduction feature proposed in the new bill
whitch, on already low rates, permits reductions in excess of 25 per-
cont.

Wo submit that a carryover of the unused authority should be ade-
quate to meet the needs over the next 2 years. In any case, if new
tariff-cutting authority is L}ranted, it should be limited to & percent
per year durinq the life of a 2-year extension.

Tho Houso bill wisely introduces the principle of having Congress
share in the final determination of escape-clause cases. This sbarmg
is an extension in this field of the checks and balances which we fin
80 fundamental to our Federal system,

The administration of the escape clause involves consideration of
two sets of facts: one has to do with the tiueetion of injury to domestic
producers from imports; the other involves relations with other na-
tions and the effect of proposed remedial action on foreign policy,
including national defense, , . 4

The United States Tariff Commission is an able body, operating
under congressional directives, standards, and criteria. It is com-
petent to determine the economic effects of injury in escape-clause
cases and of recommending the rate of duty or the import regulation
needed to alleviate that injury.

The executive department, on the other hand, is.in a pesition to
assemble facts and make recommendations concerning the foreign
policy aspects of proposed escape-clause action. Hence, it is wise and
proper to assign to the executive department this aspect of the problem.

Any remedia) action, be it a tariff increase or %uota, is apt to arouse
opposition by foreign producders. They may and often do enlist sup-
port of their own foreign office to oppose such action. This may cre-
ate problems, large or small, for our own State Department. the
interest of easing their own jobs, our State Department would nat-
urally oppose remedial action for every escape-clause case.
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It scoms fmperative to us, thorefore, that an arbiter or judge is
needed and that Congress is tho logicai one, In escapo clause cascs
whoro national dofonse or foreign policy would be seriously handi-
capped by proceeding with the Tariff Commission recommendations
tho exccutivo departmoent would so roport to Congress, giving full
account of tho reasons and alternative proposals, if n{\iy..

W have every cotifidence in the Congress of the United States and
in the responsibility of its Mombers, Wo know that in-thoso cases
where the oxecutive dopartinent would report to Congress evidence
of overriding national defense or foreign policy considorations, the
Congress would give due considoration to the merits of the case and
solect the course which would sorve the best interests of the country.

Hoxwever, if the cnse for national intorest wore more imagined than
real, it scems unlikely that the President wonld bring the case to Con-

In this way, Con%mss can rogain its propor voice in tarift
and trade matters without doing violont to Ilxecutive responsibility
in the fleld of fomiﬂ\c affairs. Morecover, the burden on Congress
should not be large, because fow cases would be brought to Corgress
for arbitration. .

The provision of the House bill hns n roverse twist, It would
authorize the President to reject or modif{ the Tariff Commission’s
recommeondation unless Congress, by a two-thirds vote of both Houses,
divects otherwise. The likelihood of any industry group, patricularly
& small business, ever obtaining support of two-thirds of both Houses
is s0 romoto as to mako the avenue of relief only a tantalizitmg’mil'a .

The other approach seemns to us more practicals one in which the
President would initinte congressional action if he wished to reject
or modify the Tariff Commission’s recommendation. The President,
by expressing the views of the interested oxecutive departments—
State, Cominerce, and others—the Defense agencics, and the foreign
governments through their diplomatic channels in Washington, can
marshal all the facts concerning any overriding national intorest.

Therefore, we suggest that H, R. 12591 be amended to provide that
a Tariff Commission recommendation in an escape clause case be made
effective unless the President, within 60 days, obtains some form of
congressional approval for rejection or modification.

Such approval conld take any one of severnl forms: action by both
Houses, action of either House, or action by the House Ways and
Means Committee and the Senate Finance Committes, in a manner
analogous to the principle in the Executive reorganization glans.

Since such action would be at the express request of the President,
as well as in furtherance of an act already on the statute books, it
would seem to satisfy our basic concept of lv)alance between the legis-
lative and executive functions.

The changes which we have suggested would, in our opinion, make
H. R. 12591 a more realistic law in the framework of today’s world
and we urge these refinements in the interest of an improved United
States foreign trade policy.

Thank you, Mr. Chairman:

The Cuarrsan. Thank you very much, sir.

Are there any questions _

Senator Kerr. No questions.
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" Senator Wintaams, Mr, Lloyd, I notice "ou recommend_several
changes in the bill. Did you submit to the Ways and Means Commit-
teo any suggested amondments{ )

Mr. L1royn. Wo have not submitted any lnn‘piuq e, but we will bo
glad to offer some proposed changes, if you would like.

an?tor Wirniams, Would yousubmit such to the committee for our
study

Mr. Lroyn. Wo surely will.

The Ciamman. Thank you, .
~ Senator Bennerr, Mr, Chairman, I would like to ask one question.

At the top of pago 4, yon say wo should bo offering encourngement
and helpful suggestions, and should not be engaged in devising ways
to force tho Kuropean Common Market to act against its own best
judgment,

In what respect does this bill forco the Enropean Common Market
to act against its own best judgment {

Mr. Lroyp. Mr. Senator, if I understand the proponents, includin
the administration, they visualize the 5-year extension as a means o
ontering into negotiation with the European Common Market to try
to forco down or-try.to 1|e¥otiato with them Jower tariff schedules than
they wonld propose and plan to put into effect ori their external tariffs,
on their external trade.

Senator BeEnNerr. Well, have wve any power to use the European
Common Market to do anything{

Mr, Iroyp. Well, this 18 a question of practice versus theory again.
In theory, of course we have no power. But you know the economio
weight of the United States in world affairs, and you know if we come
in with suggestions they will be given consideration, perhaps well be-
yond the merit of them,

Senator Ben~NETT. You ave interested in protecting the importer
but not the exporter. Do you not think under certain circumstances
the American exporters’ needs or interests should be adequately repre-
sented by the United States?

~ Mr. Lroyn. Well, as I saw the list of testimony before this com-
mittes and the ITouse Ways and Means Committee, I saw a number of
exporting representatives giving testimony.

- Moreover, if one examines the situation on commodity imports
and exgorts right now, we find that from the first quarter of 1957
to the first quarter of 1958, exports drop?ed about a billion dollars,
a 20-percent dro]l). Imports dropped only about $100 million, less
than a 4-percent ¢ ro];. L o

So it would seem that at present tariff schedules, we are not affect-
ing exports by the import situation, There are other factors, ap-

arently, such as the competitive situation in third countries where
foreign operators are able to undersell us and take our export markets
rom us.

Senator BENNETT. You are talking about the past, and in this testi-
mony you are talking about our power to force certain tariff schedules
or the adoption of certain tariff policies on the part of the European
Common Market, which has yet to be developed. .

You feel, then, there should be no power in the United States, the
State Department should have no power, to make recommendations
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or entor into nogotiations with the European countries as thoy develop
their Common_ Market, for tho protectin of our exporterst

Mr, Lroyo. If T understand it, our Stato Dopartmont and oxecutive
branch have always had the powor to negotiate with foreign countries
on subjects including trade and commorcs, oven prior to the Trade
Agrooments Act. .

nator Bennery, Thon what now power do thoy get to forco tho
Common Market to act againat its own best judgment?

Mr, Luovn. Well, its specific power for tarift cutting, what at
GATT nogotiations or nogotiations with the Common Market ropro-
sontatives would bo an opportunity ta try to got thom to reduce their
tariffs, Porhaps thoy would be inclined to do this against their own
best judgmont becauso of not wanting to offend us.

Sonator Bennerr, Then do you not think your word “force” is a

littlo strong?
Mr. Taovn. This may boa bit strong, Senator. ‘
Senator BenNerr. Wo have no powor to forco, Wo have moroly the
power to negotiate, ‘
Mr. Lrovp, That is right,

Sonator BENNETT, That is all, Mr. Chairman.
The Citawatan. Thank you very much, Dr, Tloyd,
(Mr. Lloyd subsequently submitted the following for the record:)

Tue AMERIOAN TAntrr LeAcur, Ino,
New York, N, Y., July 8, 1958,
Hon, Hawry F, BYrp,
Chairman, Commitico on Finance,
United States Sonato, Washington, D, 0.

DeAR SERATOR BYRD: At the completion of my testimony on behalf of the
Amerlcan Tarlft Teague, Inc., before your committeo on Friday, June 27, the
fol(l‘o\vlnsl:o\!oquy occurredd between Senator John J. Willlams, of Delaware,
and myself:

“Senator Witriame. Mr, Lloyd, T notice you recommend several changes In
the bill. Did you submit to the Ways and Means Committee any suggested
amendments?

“Mr, L1oyp. We have not submitted any language, but we will be glad to offer
some proposed changes, if you would like.

“Senator WiLLrtaus, Would you submlt such to the committee for our study?

“Mr. Lroyn, e surely will.”

In response to the Senator’s suggestion, therefore I would like to subnit the
attached tegislative suggestions for tho improvement of H. R. 12501, Theso wonld
accomplish the following : .

1. Reduce the term of the measure from 8 to 2 years.

2. Provide that the President shall proclaim the recommendations of the
Unlted States Tarift Commission, an agent of the Congress, unless both Houses
of the Congress disapprove. The mechanles here suggested would be similar,
procedurally, to those In the administration bill, but differ importantly in &
substantive way.

8. Provide for possible tariff reductions of § percent a year, noncumulative,
over the 2-year period.

The Tariff Commlission’s comprehensive studies are shortly to become avail.
able. Such a lengthy extension could, In effect, cause the Commission's monu-
mental studies to be academic. H., R. 12591 could develop into a 10-year tariff-
cutting bill, and we feel that this 13 entirely too long a term for a delegation of
congressional authority.

Respecttully yours,

. Lxwis B. Lioxp,
Reglonol Vice President.
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AurxoMext 1o H, R, 12001

8ro. 0. Subsectlion (¢) of sectlon 7 of tho Tendo Agroements Hxtenston Act of
1031, ns amnended (10 U, 8. 0. 1864 (c)), Is amended to read as followq:

“(e) (1) Within thirty days after receipt of tho Tarlff Commisalon's report
en its inveatigation and finding, tho Presldent shall mako such adjustments in
tho rates of duty, {mposo such fquotas, or make mich other modifications as aro
found and reported by the Cominlsslon to be uecessary to prevent or remedy
sorlous injury to tho rospectivo domestie industry.

“In the ovent that tho Prealdent does not within thirty days after the receipt
of tho Commisalon's report mako such adjustments or modifications or Im
such quotas, ho shall not more than ton days atter the end of such perfod submit
 report to tho Congress recommetiding that no adjustments or modlifications be
madoe or no stich quotas bo Imposed or recommending that afternative inecans of
provonting or remedyln;: injury to the respective induatry be adonted. .

“Within aixty daya after tho recelpt of such report from the President, unless
the Congreas by concurrent resolition shall amirmntlvely disapprove of the Com-
misslon’s findings and recommendatlons, thoy shall become effectivo wpon the
oxpiration of tho sixty-lay period. .

“Should the President make his report when the Congreas In not in seasion or
1esa than sixty days beforo the adjournment of Congress sine die, tho findings
and recomiendations of the Cominlsston sball hecome finally effective sixty days
after tho date on which the next seaston of the Congress beging, unless during
such sixty-day perlod Congress by concurrent resolution afMrinatively disap-
proves of tho findings and recommendations of the Commisslon.”

(1) Section 2 of H, R. 12601 {s amended by strlking out *June 30, 1003" and
Inserting In Ilég theredt “Juno 80, 1060", _ .

(2) Scctlon 8 (a) (4) (A), (h). (0), aud (D) of 1L R. 12501 are amended
to read as follows: : . ' Co -

. "(4) (A) No proclamatlon pursuant to parageaph (1) (B) of:this sub-
sectlon shall be made, In order to carry out n foreign trade agreement
.entered Into by the Prestident on or after July -1, 1038, decreasing any rate of
duty below the lowest of tho following rates: e SR
: () Tho rate which would resalt from decreasing the rate existin
on July 1, 1088, by 10 per centum of such rate. . -
“(11) Tho rato 50 per centum ad valorem or, in the case of any article
subject to & specific rate of duty or to a combination of rates including
a’specifie rato, and rate (or combination of rates), however stated, the
- ad valorem equivalent of which has been’determined as 50 per centum
: ad yatorem, . .. o Choe . S
The provisions of clause (i1) of this subparagraph and of subparagraph
(B) (i1) of this paragraph shall, in the case of any article subject to-a
combination of ad valore ;ntes of duty, apply to the aggregate of guch
tates: and, In the cade of any article dubfect to' & speeifie Yate of ‘duty or
to 2 combinatlon of rates including a specific rate, such provistons shall
apply on thoe basls.of the ad valorem equivalent of such rate or rates, dur-
ing a represontative perlod (whether or not such perfod includes July 1,
1958), determined in the same manner as the ad valorem equivalent of rates
not stated wholly in ad valorem terms is determined for the purpose of
paragraph (2) s ) (11) of this sudsection, :
. “(B) (1) In the case of any decrease in duty to which clause (i) of sub-
paragraph (A) of this paragraph applies, such decrease shail become Ini-
. tlally effective In fiot more than two annual stages, and no amount of de-
crease becoming initially effective at one time shall exceed 8§ per centum of
the rate of duty existing on July 1, 1838, or one-half of the total amount of
the decrease under the forelgn trade agreement, whichever Is the greater.
“(§1) In the case of any decrease in duty to which clause (il) of sub-
paragraph (A) of this paragraph applies, such decrease shall become ini-
tially effective {n not more than two annuel stages, and no amomnt of de-
creage becoming initlally effective at one time shall exceed one-half of the
* total amount of the decrease under the foreigh trade agreemoent. .
“(0) In tho case of any decrease in duty to which subparagraph (A)
of this paragraph applies, no part of a decrease after the first part shall
become initlally effectivé (1) until the immediately previous part shall have
been in effect for a perlod or periods aggregating not less than one year. .
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(1)) No part of mnf' decrenso In dulf to which the allernntivo speciiled
I (4) (A) () of thix sanbrection appllen xlindl become tnltlnlly effeetive
nfter the expleation of the twao year period whilch beging on July 1, IIB8."

(3? Sectlon 8 (b) (2) s niended by stelking out “(4) (A) (11" 1n e 10
ad furerting fn dow thereot () (A) ()",

'I'ho noxt witness is My, T, Quiffin Bekle,

Senator Kewne Me, Clinivinnn, this gontleman coming from Okla-
homa, nay 1 have ;nst a minute to say that ho is one of the fing, public-
spivited cltirens of Oklahoma, o staneh ehnmplon of rugged Amerl-
canism, T happen to know he has glven more than 200 talks before
high schools, colloges, and civie clubs in Oklahomn, stressing the
virtues of the American way of lifo as contrasted with the economie
systems and shackles practiced In communistic countries,

I am very happy, My, Chatviman, to present My, Tickle to this
committea

The Cnamatan, Mr, Tickle, wo are vory glad to have you, siry and
you may proceed,

STATEMENT OF L. GRIFFIN ECKLE, OWNER AND OPERATOR, LEE'S
BIOYCLE SHOP, TULSA, OKLA.

My, Kexiw. Me, Clwivnan and members of the committee, I have
prepaved an oral statoment, a brief oral statement, nnd I should like
permission to file for the record a more lengthy one,

Thoe Cuarnman, Without objection, your statement will bo inoluded
jn the record.

Mr. Eckee. My name is T.. Grifin Kcklo. T own and operate Joo’s
3{(015'010 Shop, an institution of 50 years' standing, located at Tulsa,

“!

It is quite 1‘)ossiblo that our experience in donlin{; with the many
problems eveated by imported bicycles and accessories, as woll as the
soveral years devoted to research as related to reciprocal trading, for-
cign-made merchandise, and the offect it is sceming to have on our
sconoy, may be of some assistance to this committee in evaluating
H. R, 12391,

Being more familiav with tho biayele business than others, I ask
your indulgence when I refer specifically to the bicycle problems.

Tet me, at the outset, make it clear that while I am cognizant of the
many henefits resulting from world trading, I cannot belisve that the
economic welfare of our American industries, as well as that of indi-
viduals, shonld be bargained away to other nations by our Government.

I am confident, though, that our present trado laws can be amended
so as to improve and strengthen economic conditions.

Many American industries are being seriously threatened by the
vast increase in imports, which is due primarily to low-tariff and
foreign-labor rates. This impact is resulting in tremendous losses of
employment, production, and sales.

undreds of items of }oreign make are being offered in competition
to American-made products at prices ridiculously lower than is pos-
sible for us to meet and still maintain our American standard of living.

According to the United States News of March 7, 1958, many indus-
tries are closing down with no intention of reopening. One manufac-
turer of chinaware said he cannot pay an average wage of $1.97 per
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lh(i"r and compoto with Japanese products made with 20-cont-per-hour
abor,

Wa can by no menus minhinize the importance and seriousness of the
current oconomio rocession.  Noither can we bypass the vital impor-

- tanco of n successful ‘dofonse progeam,  But I am unable to find writ-
ton into our Constitution, or even between the Jines, where our State

Depnrtmont or othors should use our economio welfare via the recipro-

cal trado agreiments program to persunde nations to refouse an invita-
tion to commmunism or to purchnse our peace and sccurity. ]

A nation that holds peace with us only. as long ns we are making
tlio payments does not morit our eontinvous help. And a nation on
our slde only because we aro patronizing it is on owr side only until
wa stop buying,

Acvomqnnyin the din ‘of the present administration relative to
reciprocal trade is n state of confusion as to its true meaning. When
tho President asked that the trade agrement act boe extended another
B years and that ho he anthorized to further lower tho tariffs in accord-
ance with his discretion, many ngreed that we must have foreign com-
morceo, but. nsked: “Why reciprocal trade agreements?”

While the distinction between reciproeal trading and foreign trad-
i‘l‘l’.{ i appnront, many peoplo consider them to be one and the same.

lo-mio told that curbing of import could create 414 million unem-

oyed, ,

P he Department of Commerco has said we had 514 million unem-
rloyed in March, TImports had not been curbed, but many American
actorica wero either fdle or working only part time, due to the tre-

mondous increase in im[lwgerts.

We are told by this Department that in 1957 more products were
exportod—$19 billion—that were imported--$13 billion. Dollarwise
this is true, but it is doubtful that productwise this would prove true.
In other words, products manufactured at 20 cents to 45 cents per
hour Inbor rates multi?lg' volume much more than those we produce at
& national average of $1.97 per hour. .

While I am deeply concerned over the effect imports are having up-
on economic conditions in ?eneral, I am more specifically concerned
with the effect they are having upon my business, and upon the entire
b"i?cl" industry. ) )

or almost a century, the bicycle shop has carried with pride its
heavy . responsibility to the children of America, Not only has it
aupplied relinble bicycles, but it has kept them in safe repair.” At the
same time, the bicycle shop has received remuneration in amounts that
have enabled the owners to continue operation and to furnish employ-
ment for many years. )

But during the past 6 years, the bicycle shop has witnessed more
confusion and less remuneration. Confusion created by bicycles of
foreign make, and less remuneration due to the imported bicycles,
parts, and accessories sold by chain and department stores at prices
often below dealer’s cost of American-made products, which we sell.

Bocause of the many different brands of foreign-made products used
on foreign-made bicycles, it is essential that we carry a much heavier
inventory of parts than we normally would. This requires much more
time in locating thé proper ﬁarts,i and in many cases we are forced
to-state:that we carinot get the parts. But in all cases, we do make
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overy offort to take caro of tha tepalra of aush bloyolos, although we
oftentimea logo money In dolng ro,

Lavgo ohain ayatens doal dlmctlx with im;{‘oﬂors and ship in fomiqn
nocossorios for use on American bloyoles. They recelve unbelievably
low pricce for this mevohwndise, Conourvently, tho inoreaso in pur.
chascs of foroign merchandize brings a doorenso In Amorican-made
meorchandise, theroby waking the dealor cost for Amorlean products
incdmnﬁo while tho {importer can quote an ovon lower prico on foreign.
made ftems,

Tmported from Turope, bloyeles similar in ng»lmwanco to Amorlonn-
mades bioyeloa ave priced anywhor from $24.08 to $40.08, whilo wo are
compollot to ask from $43.08 to $03.48 for the very fine 1o of Amori.
can-mado bioyelas wo offor,

Tho Kvoes stovos soll n Qormanaunade bloyole for $30.95 that glves
the ap}marm\eo of an Amorfean-made blof'o’lo whioh solls for $78.95.
1¢ is difioult to convineo oustomers that this wide difforenco in price
can possibly bo justified by a differonce in quality or for any other
roason,  Gonsequontly, the imports have canced us to loso many snles.

Now, a bicyele shop, such as otivs, dogonds greatly upon the Christ.
raas volumo.—and I might add:there that many storea soll bioyoles
only at tha Christimas scasons tho departmont stores o, and they use
them e & leader. This cutd into.our volume, - Without this volume
and without n normal mavgin of profit, wo suffer,  Wa also dopond up-
on parta And nécessory salos and revonues for tustalling such itons,
Yot our sales in this depavtment have hoticoably deereased ‘during the
past 8 or 4 yveays, as various stores began tho sale of imported bicy-
cles, pedals, sad(ﬁw, tires, tubes, lights, chning, and other items. In
somo cases, theso imports aro offored at rotail prices bolow doalers’
cost of similar Anicrlean-mnde itoms, - A N

For oxample, T have with me a catalog showing dealoes’ cost of an
American-made bioyols chnin at $1.68, Gorman-made chains at 86
conts; and Japaneso-made ohains at 67 cents, Foreigi-madd: ¢hains
aro boing sold for as littlo ns 08 conts in Tulsa, Thore appears to
be no market for Americafi-made chains at American priced. =

- Comparable differentials oxtend into the other parts and accessories
sold in our businges, and it is not at all uncommon for a ¢ustoiner to
bring to us his bieyclo for ropair, handing us a bundle of: garts and
accesSorles made in Europo; and purchased elsowhero, Although wo
seem to rotain the labor business, we are losing many of the parts and
accesSories sales. N A N I AL N

Bieycle shops, as a rule, have takon trade-ins of old bicycles on new
ones. ' When trade-ins were robuilt, thoy were sold at a nornial margin
of profit. However, we can no longer even recover our trade-in and
rebuild cost in meeting the comPention of the low-t‘)rieedlmpogts a8
ourhogst oit:building a trade-in usually oxcoeds the retail prico of

Mmyl:& the profit opportunities have béen taken from the bicycle
shop through the voluminoys sale of imported merchandise. It now
appears that we must sell this foreign-made merchandise instead of
American products if we would survive. - To assist the dealers in
meeting this competition, many cycle distributors are fast stocking
their warehouses with low-priced imported merchandise.: -

We have watched sore of our manufacturers either close or curtail
production because of the impact of imported bicycles and accessories,

f
L
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Wo havo soon tho Neo Dcrartum divislon of Genaoral Motors Corlf).
and tho Kolipss Maching divislon of tho Boendix Aviatlon Corp. suf-
for tremondous losyey of buninoss to th? Komet Brako Co,, of Ger-
many, and tho Porry Brako Co, of England, Such a switch of busi-
"M:i in lfnul:;lng us to pay a high premium in order to get an American-
mado brako,

Spreading as an epldemle, this “Iuropeanitis” has now ﬂahwd &d-
mission into somo of our Amerlean bicyclo factories. Kaced with
Inrgo hikes in steel and rubbor }xrlcos, togother with increascy in labor
ratoy, somo Amorloan b{cyclo actorios have beon practically forced
to assomblo their Amorican-mnde frame and fork construction with
foroign-mnde spokes, podals, saddles, front Jhubs, brakes, cranks,
chains, lights, luggago carrlors, tives, lubes and other itema. It ap-
poars to bo ono way of survival, Anothor would be that of reducing
Amorican Inbor to Xuropean labor rates,

The thoor¥ “If you can't hoat thom, Join them,” may render tom-
ox-:arji rello] itlo ziome oif u: but wthult is to bocim;c of thﬁ Amer:culm
nclories which have, in the past, been su ng spokos als,

brakes, and what hayo you, but&mvé had to s&lx’u'l’ by and wnfnm
itoms displaced by imported productat ‘

By oxtonding such !)mctices into other industries, we seriously in-
jure our Nation’s buying power, Without buying power, it matters
not if the product is Imported or what it costs.

Since 1935, the United States has consistently lowered tariff rates
whilo othor nations have increased restrictions on.imports to protect
thoir domestic industrics. Undor our tarlifs we collect about 5 per-
cont of the total value of ﬁoods imported, whils England collects about
28 percont, thereby mak ﬁ‘it practicallj' impossible for many Amer-
ican-made products to be sold in England. ) .

The American-made bicycle is an example of this, and it is ques-
tionablo that reciprocal trading, as presently admin'i’stemd, is really
reoiprocal. The Tariff Commission report (1940-56) shows 1,223,990
bloycles, or 41.8 porcent of tho American consumption, were imported
in 1055, while only 7,000 were oxported from this country, Complete
figures for 1950 were not shown in the report. Naturally, this means
inoreased production in Europe and decreased production in America.

The Commidsion’s report further shows nearly one-half million
bicycles as imported from West Germany both in 1955 and 1956, In
a release by Reuters from Bonn, Germany, on December 24, 1957, the
West German Ministry of Economics reported:

Another very successful year with gross national production showing an in-

creaso * ¢ ¢ bring It to a level of more than 70 percent higher than the previous
year, .
It is good to increase production in other lands if our own industries
are not seriously injured in doing so. There are now about 514 million
gersons_unemployed in our Nation. I believe our unemployed should
have priority of our consideration and should be returned to work hy
increasing production in this country, and this would result from
placing reasonable curbs on imports. ,

I reiterate that we must participate in foreign commerce, but that
such commerce must be better controlled and administered, Effec-
tive legislation is greatly needed to provide for the imposition and
administration of fair and reasonable import quotas.
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-~ In the bleyelo induatry no pormissiblo luorearo in tartif rntoa could
Posslh},\‘ adequately relleve the fnjurles belng sufferod as n result of
mports,

Tho escapa elnuso of 1081 wan intonded to provido rolof to Iu}mml
Ameriean Industeles, through ita adiminatration by the Proafdond, fol-
lowing the yecommondations of the 'Farlf Commission, Since ita
onactinent, the President hag wojoeted the Commirsion’s vecommeonds-
tiong tn a great majority of enxes, Such m!eulimm practienlly nullify
the intention of Congress and contradict the many arsnrancos statot
by onr several Chiof Bxceutivea sluea 1034 that o worthy domostio
industey would b joopardized hy the trade ngreomonts xvogmm.

Sinco the escapo clause was onacted, only 80 out of 87 cases huvo
boeon sent to the White Hous, with vecommeudations for acltion, If
all of thess vecommendations had beon ndopted the docrenso in tho
R13 billion of imports would have heen infiniteslmal, but the johs of
thonsands of Amoviean workmon would linve beon more secnre nnd
tho affected domiestio industrics wonld have ghaved In tho gonoral pros.
pority of the Nation, ‘

The fmpression so widely publiclved that such action would wrack
onr whole foreign-trade pm{x am and loave us at the merey of the
Russiang, or bar us from any trade with the countrles fu the Kuropoan
Cm;\mm\ Muvket, is absurd, The wholo argumont scoms to bo based
on _fear,

It onr foreign trado shonld bo wiped out, it will not be dus to any
protection given to the amall domastie industries,

The chaivman of the Council for Forelgn Keonomio Polioy is
quoted by Reador’s Digest, September 10873

Our Qovernwent cannot catabltsh a tarl® or fwmport quota to bonefit ono
segment of the population without thereby impoalng an cqulvalent burden upon
e other stgment,

Tho ascapo elauso provides for measwes of reliof vathor than bone-
fit, and if such veliof cannot bo given wndor existing Inws it would
seem imperative to change the law in o way that it could be
administered, . .

Our Constitution writors recognized tho nocessity of constant wateh
over our economy. ‘They saw the wisdom of placing the authority
to mplatp foreign commerce in the hands of Congress, Subse-
quently this authority was given the President.

I have great faith in the wisdom of this committee, I beliove that
in exercising this wisdom in considering H. R. 12591 it will be xe:og-
nized this bill does not afford adequate protection when providing
for & congressional two-thirds majority override of a negative do-
cision by the President, following a positive recommendation by the
Tariff Commission, that relief be administered, o

We have ‘)assed immigration laws to protect American workers
from cheap labor competition from abroad. Then we destroy such
protection by forcing American industries to transfer their produc-
tion activities overseas in order to survive, This causes numerous
American factories to close or curtail. Then American workers be-
come unemployed. . .

We are all of us for a better world, But I believe the time has come
when we should be including the welfare of the American. people in
our planning. e e L e
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Ax o morchant engaged in a business too small to bo recognized r‘s
small husiness by the Small Business Administration, 1 turn to this
committoo with “confldonce that you will yecommond to the Senats
that offective vollof bo administored when found to be justified,

By ehanging 11, R, 12501 to rend:

I cnso of disngrovment botwveen the oxecutive branch and tho recommendations
of the 'Farlly Commisslon, (o decinlots st be made by Cohgress—

and by providing n 2-yenr oxtonsion rather than 8, I believe that in-
dustry and workers would becomeo reassured and that sach leglslation
wonld bogln the one of the yecenslon,

My, Clinirman, that coneludes my statement,

Thoe - CtamstaN, Tk yon very much for an  informative
stalomont,

- Aro thore any questions?

iNo YOSPONKE, )

Tho Cuamman, Thank you, sir,

(M, Ecklo's supplemonial statemont follows:)

BRATEMENT bY [ UnireiN BOKLE, OWNER AND OPYiATOR OF TEE's TCYCLE BliOP,
Turna, OKLA,

Fow neek out a crisle.  Yet wo Amerlenns are helping to pave the way for
vory acrlous one. ‘Twenty to forly-five conts per hour Inbor rates can be appeal.
1(2 ‘lq tho l{uyor. but 1t beeotno a different story when we nre asked to work for

amount, i :

Tho vast Increaxe In Imports, dite primarlly to the low tevel of onr tarlff and
European Inbor enien, i appeiling with Its (remendoun Impacet on the Amerlcan
tarkot. ‘The volimo of {his impact (s reanmnf i (remendoun losses of employ-
ment, productlon, nnd kales. In fact, the mirvival of many Ametican Indnstries
{8 being serfously threatened,

On tho surface, one might get the Impression that such a flood of Furopean-
marte merchandino reaching our Amerlean tnarkets, i accomplishing the fntent of
ony Trado Agrecmoents Act, ’ .

In'the perlod 1030-A% we witnersed ono of tho moat desantating depreasfons otie:
Natlon had ever experlenced. It wiil be recalled that one of the firat nfficiat
actiony of Cordell Hull, a8 Heeretary of ftate, was (0 recommend we adopt a
reciprocal trado agreetnents progran, In 1934 Congrean passed the Trade Agree-
ments Act of 1034, Some of you inay have been privileged to vote on this isste
at that time. Others may have voted on it during sanbhsequent years, At any rate,
you-will reeall the reasoning that wna advanced for fta passage. You will re--
member that we were to »ell items of surplus from this Nation to natlons that
had nced of such iftems, amil we would purchase their surplus items needed by
us. lere was reciproelty. But together tve have observed our Uovernment ar-
range to ahip our surplus products needed *‘over there” and buy for us products
from them which were already adequate In quantity here. This has meant
flooding our markets with overproduced ftema and has contribnted largely to our
current serlous recession.

It never has been proposed by Congress that our American economy be seri-
ously damaged at the expense of reciprocal trading. - Actually, Congress pro-
vided the escape clause for the protection of industries proving such injury.

* A number of Amerlcan industries have sought such rellef through the escape
clause. According to the Wall Street Journal, “More and more businesamen
:\re rnpp.l.ng at more and more Federal doors asking for protection agalnst rising
roports” - - ‘

For several years, dealers have been placing orders for the low-priced for-
eigh-madeé merchandise, through importers. Today, however, the trend is to- -
ward several jobbers banding together and sending one bnyer into forelgn lands.
Thl? method of purchasing is affording an even lower price than received from
the Importers. ' - e e . :

At the same time, the result of the steel strikeé in America has definitely left
its imprint-on American prices. - Wheréas,  European prices have come down,
Amsrican merchandize has increased in price.’ It shonld be simple to ascertaln -
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tho effect thiat those price difforctitlaly are having on.our Awerlcay gconomy,

Receutly wa toured a number of rotall units in our clly. Wo found hundrods
of diffetent types of merchandise that had Loen ‘mported. 1y its sldo waw
found Awerlcan.-mude twerchanding, simifnr in deaigh and quailly, but priced
much hlfhbr than the forolgn products. Wo liatonod to tho salesman as ho exe

lalned that it wonld be foolleh to buy Amorlcan-mado pllory nt $1.08 when the
orian pliers woro just an good atl woro only 98 centa.

Weo visited two ?rlmlm concerns with now prossea huported from Kngland,
Wo wore told that tho prico was much losy than that of Amerlean mnnutacturors
for almftlar m}luipmem. Two acconnting firws rovealed tho latost modols of cal.
culating machines, shipped in from olland, at about two-thirds tho coat of
Anjeridanamade equipment,

Weo visited a factory that fortnerly manufactured and assembled procision
fnstruents. Wo tound that most of this work s now bolug done in Bwilsor-
Iaud, due to tho treuendous savings tn tho prico of labor and tho low tarift
ratea,  In general, wo found morehandiso mhnutactured (1 Buropoan countrles,
Japan, Ausiralla, Now Zealand, aud clsowhere in the world, was affording un.
beatablo price mﬁvnntnga and Amorican-undo merchatklise was, tor tho large

part, lnﬁ begging for & market, .

It then bocomes ovident that the low Iabor ratos, couplod with low tariffs on
fmportis, is appeating to American buyers from the vlewpolut of cffecting snyings.
1t such appeatl galns too much momentum and proforence goes eonnlulentl{ to
forelgn-mado products, then Amerlean factories must do 1 of 2 things. Kithor
curtail production and {aoulbly closo tho factorles, or attempt to reduce labor
to rates comparable with those of thelr foreigh competitora,

One wmight think ho never would work for such rates but If enough factorles
shonld curtall productlon, nnemployment would confinue to pyramid and the
price of labor would be thrown into an open market that could force us to ylold.
At any rate, it stands to rearon that nnder those clrcumnatances, our labor rates
would be foread to the tevel of our torelgn competitora.

In 1038 John R. Gibson, staft reporter for tho Wall Street Journa), satd “In
the mldst of the country's greatest booty, n growlug number of companies aro
frotting over losing sales to siift competition from abrond. With any down-
turh in the ecotiomy, the din would surely mount.”” Me, Qllison rofers to our
1033 so-called boom as a prosperily puradox. Can wo deny the results of the
1937-83 downturn? .

During the perlod 1033 to 1051, the Unlted States has reduced its tarlﬁ'{ by,
73 pervent, collecting only 5.1 percent of the total value of goods imported into
this country. Knglaud, In comparison, collects 268 porcent; France, 108 per-
cont; and Italy 84 percent. Such practices make it practically fmposasible for
soure American manufacturers to sell thelr products in Kurope. It makes us ask,
“Yhat I3 veciprocal about reciprocal trade?” .

In gpite of all we know, tho wild spending for the low-priced foreign-made
merchandise is increasing rapldiy. We ave atl helping to convince American
fudustry that we do not wish to continue with the present high labor rates that
are being pald today., Through our purchases of this low-priced forelgn mer-
chandise, we are begging for our rate of pay to be dropped to 20 to 45 cents
per hour, We are struggling against ourselves as though we were digging a hole
with onc hand and simultaneously refilling it with the other. -

It always has been considered sound practice to keep tariff rates on imports
at such level that forelgn-proiuced goods are forced to compete at prices not
damaging to the American economy. Certalnly, we all recognize that our eco-
nomic program must include reciprocal trade agreements. The world must have
our assistance in its recovery from two viclous waxs. This afd must partially
flow through our purchases of foreign-made products but at prices comparable
to those of American manufacturers. But there must be a way of providing
a quick stop at the right time. Instead of waiting untit an industry has its back
to the wall before it can appeal to the Tarlf Commisslon, a closer and wiser
control of tariff rates and quotas should be established. And when the Tariff
Commission determines relief is needed, it should be administered. The Pres!-
dant bas seen fit to ablde by only a very few of the relief recommendations of
the Commission. Yet he asks that we grant him further reducing powers and
states that we have “the escape clause” as our protection. We must now ask
the question “what protection?’ We derive the idea that the tremendous ex-
pense of maintaining the Tariff Commission and conducting such hearings is
a waste of the taxpayers’ money if their recommendations are to be constantly
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overruled by the recommnendations of the Hiato Iopartinent, which frankly
admnlts that 1ts businoss 1s (ho "foreign relatlons of tho United Hiates,”

11, 1t, 12601, which you are consldering, does not provide adoguate protection,
Congronslonnl majorily of two-thirds Iy prectically an Impossibiiity when It
comwes to ovorelding a declsion of the President, If this woere changed fo n
“simplo majorlly,” Amorican Industrios would rogain confidence, expand {n.
atond of curtall, place Americans back on tho job, and soon end the recession.

It Is turuno& bolleved that bocause wo cannot forse . the noods O years from
now, wo should roduco tho extonsion ta 2 yoars, by which tirue wo will havo been
ablo to comproliond moro fully tho offect (ho trade prograin i having.on our
futornationn rolnllouslnlrl. It wlil also onablo us to have a quicker und bettor
concopt of tho offect such A progeam §s haviug on our American ocouom(. We
nood a program that oxgrmos proper balance; ono thnt relleves the infurod
fndustrios ns woll as one that helps tho oxportors of tho Natlon,

Homawlioro down tho lino wo havo been taught that small bustnoss concerns
havo bullt our Natfon. Bicycle shops all over the country are either atocking
torolfn bleycles and parts In ordor to survive {he competition of chalnstores
handling such forolgn-mado products or thofr busincss Is suffering for lack
of sales duo to tho unbentable prices afforded by the imported products sold
by Lholr cotnpelitors.

Wae are conatantly remindoed that we can also get on the forelgn bandwagon
and bo all right. Iut our business has been bullt by American workers and we
have a dofinlte obligation to buy and sell American-made products In order to
keop thoso Ainorlean workers employed. Wo have also steered away from the
forelgn products becauso of tho difficully mometimes In replacing the parts,
But tho teuo reason many of us hiave stayed American in oyr Hnes is because we
do not bolleve it right to promoto incentive to lnvest in and bLulld {ndustry and
then have tho Qovernmaent provide ways and means to deatroy 5ot only the in-
g}mtr{w‘ gut‘alw tholr facentive, The crisls has now reached far beyond the

cyclo Industry, .

1t ia recOgnlz{:td that there are two slden (o thix question whlfh must be solved
by the Cougress. Both sides have good, sound reasoning. It all bolls down
to whethor one I8 boing helped or Injured by reciprocal trading. I live In the
vicinity of lead and sinc ameltors, as well as olifields, and find the people (n the
area violently opposed to Imports via reciprocal trade, On the other hand, those
residing in areas producing Items for export are most natutally ndvocatfns in-
creasa of forelgn (rade. Bo the fact remains that Congresa passed “the escape
clauso” with a purpose in mind, that belng the proviston of protectlon to those
indusiries needing relief and providing to the Tariff Commission that they are
suffering from damaglog effects of imports.

Ray Tucker, noted columnist, wrote recently from Bydney, Australia:

“Twenty-five years of American tariff gencrosity to foreign nations have not
terminated bitter trade wars or contributed apprecifably to domestic Industry or
labor, No other realistic concluslon ¢an he drawn as a result of a 28,000-mfle
around-the-world trip and a study of the flerce commercial rivairies among na-
tions and nternational exporters. A most serlous threat tc American commerce,
ironlcally, i3 the flood of cheap German and Japanese goods on the world mar-
Kkets, ranging from machivery to textiles and costume jewelry,”

Mr, Tucker continues:

“In order to end-run tariff walls, which bave not been leveled In response to
Roosevelt-Truman-Eisenhower concessions, American corporations have had to
resort to two maneuvers, But in each instance, their strategy amounts to a side-
swipe at Amerlcan labor and capital. The most popular metbod Is to buy con-
trol of a local industry that can be regeared to produce thelr products, such as
refrigerators, electric appliances, ete.” ® * ¢ (They are then manufactured in
Japan or elsewhere with much cheaper labor, as well as other costs.)

“The other method is to issue licenses to native concerns for manufacture of
imitations of the American variety. * ¢ ® Unfortunately, economic changes seem
to nullify the supposed advantages of this kind of reciprocity.”

Large increases in production usually bring lower costs per unit. Similarly
large decreases in production are often accompanied by higher costs per unit.
Hence, as we sharply increase our {mports of any product, we are reducing pro-
duction in this country and increasing our production costs per unit. On the
other hand, we are increasing production in foreign lands, thereby reducing unit
cost prices of fmports. Can there be any doubt as to why our factories are curb~

27620—58—pt. 2——4
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fag produetion? Can tierd bo any doudbt as Lo the proper teimedy for thin mis.

carringoe of falrnean?

1 clte the bleyele chain ay an ocample of un Anterfean imlustey belug de.
atruyed by lnporta. A bleyete chalny mnnubaetured i Amerlen v priced {0 the
dealer at 2103 but a Japancas-made chaln tiny bo had for 87 cobts. Thors
% ho longer a matket for the Amerteanmnde chiiln boerune of i»rlm it more
Ininstreles thin the one manufacturing the chindn are aftected.  'Ihe box 1n which
fLtx packed wan mide o Japan from papee willted i Japnn, "Mhe printing on
the box was done i Japan and the steel from whieh the ehaln {8 mnde crmo
from Japan, At loast & Amerlean fndustelos are boelng doprived of work by our
expreaxa] prefoerenice of tho cheabh Japancad bleyele ehinln,

‘hen Governnent tevenite ¢ reducsd an a rexult of loxs of taxt @ duo o uhs
ctmployment, and dovernmeht dxpomtitures ave groally fnevensed through the
oanetiient of forelgh ald amt defotieo bille, 1t In niuuwem thnt thoxe continutng
vinployiment will bo h\i\\)ltwl o enrey the mieh hieavier binlén,

Avcording to the Talan Workd

“Recontly, Rir David Bocles, lnmldom of the Tondon Bonnd of "'rade, tod
wme embere 6 Parllament that the United Nintosx hild (e key (o world
‘m\am\-l!y aml conld prevent a recesston by followlng lberal trmte policlen,

tat then when ieked what Britatn wouldl do 3 recosslon appeaved immlnent,

e Davia repited, 'We will have ho cholee but to resteiet oue doftar taports’
What this meany, atmply, 12 that Uncle Samuel 1 anppoxed to hielp the rest of
the WOrld dveld recesston--1gnoring Wils own, of conend-~by relaxing teade bhar.
rlere,  But if recetsion appeara In Beltain or Burope, 1t wiil be nccomary to
ralze trade barvlera vver there. ow tdoos that udd up? ¢ ¢ ¢ Liberal teado
potteter are fntecd n xpe to better econolile relationg the weorld over, 1t
mugt they be ap‘\\l«l nt the expenke of the United Biatea ecohoniy) ¢ ¢

Qov. Raymond Qary of Oklahoma rocently atated that: *“Iha Natton s Jeop.
andising tta domestie economy I an effort to supporl o forelgn-nid progeam for
underprivitogad conntrles, ¢ * ¢ he thme hax come for a reappralsal in tho
forelgn-relations program of the Unlted Staten"”

Acconting to the Chrixttan Setence Montior: *“'he admintateation emplinsized
ln the Prestdent'® forelgi-ald megsage of Fobraaey 10 that the proposed progeam
12 not & giveaway program but {8 intended to help buy seeurity for the Unlted
[tatee in itz own selfintoreat,”  ast experlence hins proven tn many cases that
seeurfty that = bought s only security as long ns the paymenis are mado
promptly.  When the paymenta coare, socurity coasea,  Wo must fully realizo
that we cannot huy elther securily or peace.  Aud a natlon with factorles closed,
cannot hope to keep up the paynents necesaty to provide even tenporary peaco
and seeurity.  Anaditorial of the Tulsa Tribune recently stated o

“Without previous training or experience, without help from nny fotelgn gov-

. ernment, without techateal experts maintained by forefgn taxpayees, without
any Federal financlal nsaistance or suhaldies, we converted the wilderiess of
tinwe into the most productive natton in history. ¢ * ¢ Wea don't have to support
All the peoples on carth. It is thiwe we stopped trying and began to rebulld the
Amerlea one foretathers bequeathed us.  What kind of an Amerlea do we be-
queath our youth today ¥

Qov. Price Dantel of Texas rocently stated: “It s time that forelgn {m.
yortees are confronted with the true facts concerntug the damage they are dolng

Texas and its economy.” . '

1t Is respectfully sublitted that we should not refuse protection to Amerlean-
fedustriex. Our already overburdened Presljent and our Secretary of State are-
traly keeping close watch on economie progress in foreigm nations.”* But' what
kind of watch over economte conditions in these 48 Statés {8 being provided? It
would seem that 5t million unemployed persons in America together with the
hastile reception we recelve when visiting forelgn countrles, disprove the claimed-
benefits reciprocal trade is having upon our economy and upont peace and sectirity
over the world. B S

It is believed that the Tarift Commission should continue to determine if any
industry s being sertously injured by imports and should thén make its recom-.
mendations. In the event the President should refuse to invoke thé redom-
mended relief, the Congress should be enabled to grant sugh.'reljﬁ{;,pver‘the
President’s decision. This type of law would be more. in kee%ing with ‘6us form
of government. Certainly it would be more adequate tlgan H. R, 12501, It is
helieved that such a provision would serve as & stimulus to Anierleah industry”
and the needed confidence would be restored, thereby alding in the recovery

i .. ..
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fronil tllno (laconomlc recomnlon.  But without tt, we desiroy tho Incentlvo of Amert-
can fudustry,

Our Constitution weiters saw the wisdomn of placlug fisal declslons In tatiers
ot furnes and forelgn comtuerce fn the hands of the Congrers,  Unider the 'radeo
Agrecmonta Act thin responsibliity fw glven to tho President,

Wo nre truly tenrlng down tho protection to Awmerlean workers provided by
our Imtnigratlon Inws, whent wo- necessitate our Amerlean {ndusteles moving
to (Inu'wr culmln’:,tles in order (o enfoy tho beuefits afforded by low, low tariff rnten
atd cheap Inbor,

1 call upon you to strengthen our tradd agreemonts and to wee that our own
economy s ot destroyed i ordee to help the oconotny of other natfons,

It doen not seem o much to nxk: rellof for thoso (ndustelos serlously tofured ;
rellef na provided by law., .

At thix polnt, T shionld like Lo Introduce for the record, a copy of a talk 1 gave
before the Mepublican Minute Men's organizatlon at f'ulsa, Okla,

An n merchant engaged In a businesy too stnall to be recognived by tho Bmall
Business Adinfnistration, I turtt with hopo to your comnitteo and ank that the
contents of this statomont be carefully welghed,

1 hiavo falth In your wisdom nnd belleve you will glve thin statement your
enrnest consideration when you mnke your recommendations to the Henate.

HeErcit Hevotr ¥k WRrusLioAN MINUTEMEN oF 'TULsA, OKLA,

Tho vaat Inerenno In the influx of cheaj Imported merchandine Ix faxt becorning
ono of thoe econvinie problems of the day, Many {ndustrics have for several years
been Legging the (overnment for rellef where Injury has heen proven, Others
contend that curblnf imports would bring on the Natlon’s worst depression,
However, many point a fihges at the statement made reeently before the British
Parlinment by Sir David ¥ecles, president of the FLonddn Hodrd of Trade, Hir
David satd that the cire for Ametiea’s recexslon Hen It lowering trade barrfers,
But wheh asked what Englnnd would do i the event that the recesston resched
it, 8lr David replled that thete could be no alternative, but to curb imports, But
we bust recognlze too that there nre those who belleve wa will have our worst
depresslott unless wo curb linports,

any factories are closing down becauso of thelr inability to pay an average
wago rato of $1.07 and stlll compete with Japanese industries paying 20 cents per
hour and Kuropean factorles paying an average rafe of 445 cents per hinir, The
Depariment of Commerce contends that only a few hundred thousand employees
aro belng affected. The Natfonwide Cotnfnittee on Import-Export Polley takes
fasue with such figures, I only wish that tfme, yonr interest, and your patience
wonld permit us to thoroughly explore these claims. :

We can by no means minimize the seriotusness of our present economic slump,
But we aro repeatedly fold by the administratlon and the press that the hottest
hattle—tho most vita}l issue to cofne before the Congtessin 1 wiil be the Presl-
dent’s proposal for & 5-year extension of the reciprocal trade agreements program
with broadened powers granted him, But in splte of fts tremendons importance,
more confusion exists as to » distinction between foreign commerce and reciprocal
trade than in most any other terminology. If a street survey were to be con-
ducted and the question asked “Should the reciprocal trade agreements program
be extended?” the shswer In niearly every Instance would likely be, “We must
have forelgn trade.”” Baut, as you know, there s a clear distinction.

In order to gain a lit{le better underatanding of this difference, let’s furn back
to 1034, when Franklin D, Roosevelt was President and when we were experfenc-
Ing one ¢f the worst economic crisés thé Natlon had ever known.

In an effort to speed up economie recovery, the Congress in 1934 lowered trade
barriers by shifting the responsibility of regulating foreign commerce and regu-
Inting tariff- rates from the Congress, as provided by the Constitution, to the
Presldent by passing the Reciprocal Trade Act in 1034. The act delegated to
him the power to conclude agreements with other natifons without specific cnn-
gressional ‘approval. It limited his power to reduce tariffs to 50 percent of exist-
fng duties as of January 1, 1034, This power was_granted for a perfod of 3
years. A total of 10 extensions have been granted for periods ranging from 1
to 3 years, - Further aulhorltg.vwas given the President fn 1943, to Jower rates
by 0 percent. of the existing diitles as'of January 1, 1045. This brought about
8, possible reduction in tariff rates, of 75 percent.’ In 1051, realizing that many
industries .were becoming serlousiy .Injured, by fmports, Congress pasted an
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a.mondment (o tho Reciprocal T'rado Agreetnents Act, which it called tho cucape
clauee,

Now, tho eacapo clavwe, i briof, providea that auy Industry bolloviug itself
to ho serlously injured by lmports bo glven the opportunity to prove such iunjury
to tho Tarltt Connuieston, In the ovent wuech {njory is proven, tho ‘Carift Gom.
mlwaton way recommenid (o the Proestdont that lio oither ralso the tarlf or fm.
‘m a quota upon such imported artlcles as thoso In gueation, Jiut although

he Perosldont in wuthorisx), ho fa not required (o take netlon,

Oomes now he Preaddent with o reguest that the reciprocal trade agreenonts
l\n\urnm. which explres Jutie 80, 1088, Lo extomled nnother 0 yours with power
irvideitod to lower tarl® ratos auother 80 percetit of extating dition nt Janunry
1, 1008,  Such reductlona would bring nbout posaiblo accumulnted reductlons
of tarift ratea by 814 percont,

Naturally, tho Preatdont’s progeain In strongly aupporied by those deponding
upon induatriea oxporting from this Natlon, On the other hawd, tho program
t) onmumerluﬁ atrong oppoaltion from thoae dmmnmn’ upon industries bolng
cntlaltad amd I many cnees otosed dawn because of tho Infux of compoting
choap lmports, 1t alinoat corres (o bocowo A question of what la right and
what ia wrong. It boils down to what ean bo done to holys those who need help
and refeain from hurting tho veat, ‘Ihere can be no Qoubt but that more Amorl.
AR are employed ws a result of our exports than cployed in factorles affectod
Wy fporta, B’ut woe canuot lore alght of the fact thint targe sumas of capital
have boen fnvested with conftdence, vnly (o have wuch confidonco shntlored by
publle statowents made by thosa advoeating tho Prealdent’s program “I'o ctose
down the factoriea and try somelblng elec if {;m can't produco producls as
ehm‘n.y an those fuporied.”’  And statemeuty, 1o tay oft nll tratued amployces
and lot thom learn another trade,” What does this do to tho fncontive which
wa havo always teled to provide?

On the other hand, the aduministration tells e that “Fatluro to renow and
ateengthen thia act would endanger our Republie and cach and overy person in
it. 'That {12 caential to enableo us to meet the latest forin of ecollonnle chrie
lange i the free world prosonted by communiam,” It 18 our belief that Amerde
can foreign trade docs not reach the helghta of auch fruportanco to other nations
and A nation that holds peace with us only ao long as wo aro making the
payments on timg, docs not merlt any kinad of oomlm‘ous help from us.  Furthor.
mory, with Awerican workers tllo becanse of curtalled production, it would ho
Adifficult to keep up the paymenta for our peaco and yecurily.

The oppwesition to the Prealdent’s progeam then states: “We cannot survive
unloes ronething 18 done to case up the competition of the cheap imporls,”
The Precident replics, “Support my ram, You havo the escapo clause for
your Wotection.” But the opposition examined the record carefully, only
to find that in almost overy case where the Tariff Commission has recome
mended relief do given, thoe President has not exercised his authority. And so
naturally, the question is asked, "\What protectlon”? Why should industry
support this |{m¢nm it no protection is provided, although promised? What
line of voasonlng can possibly bo advanced to convinece that such protection witt
be provided. Experience showa that it has not been glven in the past.

The Saturday Evening Post recently quoted Olarence B. Randall, chairman
of the Council for Foreign Economic Policy: “Our Government cannot impose
a tarift or import quota to benefit one segment of the population through the
escape clauee, without thereby imposing an equivalent burden upon some other

t” Mr. Randall loses sight of the fact that the eacape clause provides
a means of relief and rever was intended to benefit anyone. All in all, as &
representative of the administration, he admita the inability to relleve Amerl-
can industries suffering from “Europeanitis.”

Still we are asked to support this program because we have the esea%e clause
for our protection. I have at this point very strongly and I hope not
offensively. But we should be made to realize that it this }aw cannot be effected,
it is no law, and should therefore be repealed. On the other hand, if not re-
pealed, the law should function as intended by Congress.

Some of the press refer to the fact that the opposition wants to bulld bad

de burriers and kill reciprocal trading. 'The truth is that were it possible

a button and automatically raise all tariffs or discontinue foreign trad-

the bitterest opponents of the President’s program would not touch the but-
ton. That ism't what they want, at all. What they want {8 to receive relief
when they have proven injary. If it be true that those affected by eheap im-
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poria are In groat minority, it should not ereato too serlous a problem to carry
out tho recormendations of tho Yariff Commission. But bocause sich rellef hay
not boen granted by tho Uresident In tho pnaf, legisiatlon In now before Con.
groan asking that tho AAndings of the Tari®¥ Comminslon be reforred to the Con-
5"“ instead of to tho already overbtirdenad Vresident. 'fhen 1f tho Congress

oos not tnko ndvernd action to tho Cominisslon's recommendatlons, within 60
du;u, direct actlon wonld bo taken to provide such rellef.

Tho adwinistration says stich n plan wonld hamnsiring its forefgn negotia-
tlonw, Its opponents say i1t I8 the one way to regain the confidence of Amorican
industey “that rellef can and will bo administered when found to bo justified.”
This would to a 1rent oxlent satisfy tho ogposlllon to tho President’s pro-
geam, with tho posalble oxception of reducing tho numbor of years to bo extended.

And 1U's apparent that our reclprocal trading could continus with accompany-

lni benoflin,
tence, this plan would provide rellef for thoso In neod of 1t and still not hurt

tho exporters of onr Natlon,
Thin plan would begin the end of tho recession. 1 it too much to ask?
The Ciatmmman, Tho next witness is Mr, Patrick Healy of the
Nutional Millke Producors Fedoration,
Sonntor Bennere, Mr, Chnirman, off the record.
(O the reeord.)

STATEMENT OF PATRIOK B. HEAﬁY, ASSISTANT SECRETARY,
NATIONAL MILK PRODUCERS FEDERATION; ACCOMPANIED BY
M. R, GARSTANG, GENERAL COUNSEL, NATIONAL MILK PRO-

DUCERS FEDERATION -

“Mr, Tleavy, Mr, Chairman, I would like to introducs Mr. M. R.
(urstang, who is the general counsel of the National Milk Producers
I«‘odoratﬁm and abk for your pérmission to have him fiarticipate with
mo m‘tlﬂstostimony. o : o .

Tho Cuamman. Thank yoy, sir. . S

Mr. ITeary. Secondly, with yout permission, I wonld like to file
my statemont for the record and comment briefly on some of the
pertinent points. , : ' ‘ '

The Crismman. ‘Without 'ob,jcction,' the statement will be made a
partof thoxecord, - "7 T.oooo e

Mr. Heary, Mr, Chairhdi mﬁ‘nnmé is Patrick B. Healy, and I
am the assistant seeretary of the National Milk Producers Federation
with offices at 1731 X Streot in Washington.

‘I'ho National Milk Producers Federation ig a national farm organi-
zation, the oldest and largest of the comniodity organizations in the
country. We have, as membership; some 800 dairy farmers coop-
eratives located in every State’in the Union and they in turn have as
members over 500,000 dairy farmers. T
~ These dairy farmers establish the policies of the federation and
they do so by meetin;f annually to review our current policies, and to
establish new ones in line with current events, ‘

Most recently, they have reviewed the federation’s policies with
reference to foreign trade, and, briefly, they have adopted these two
statements of general policy:.". . =~ :

First, that the federation is in’ favor of international trade and
of expanding and developing such trade, .

However, we believe that any international trade, and })articnlarly
that with refererice to the dairy industry, which iseio be fostered and
which can grow, must be beneficial to both nations which engage in it.
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The secomt statement. of polioy fays, geneeatly, thiat the authovity
for rognluting foreign teade in datey prodicets st bo streugthenu
and wovised (0w degres thnt, will provent sueh teade from bringlng
dixstor into our domestio dadey lndustry,

Our mombers have adopted these policy statements becauso they
feol that the existence of thy dnirly Industiry In this countey deponds
upml\ effeiont and oifeetive control of fimports of mmmfaetured duivy
noduess,

‘ The daiey industey Is the prime fnduatey in agrioulture,

Ut ds the Targest singele segiment of the Amerlean ngrieultuel eon-
omyy and as gueh it reaches into vietually ovory section in this country
and affeets many farm families’ operations, -

Therefore, it is flportant to the enthre agrionlturnl economy, nnd
to the Nation generally, to sees that. we o not. hecomo an agrionttural
defieit nation, ‘I'ho daiey industey, onee destroyed or onee impairved,
cannot by rebuilt in one kenson or 1 year,

It takes n considerable length of thmoe to develop an efifefent hord of
milk cows,

Wa have been disturbed for soveral years over trends wo havo no-
ticed in tho ndministeation of the foreign trado polioies establishod by
Congross,

To give you a little backgronnd on why we are disturbod, the De-
partiment of Agviculture has mado threo survoys on the hourly income
of dairy farmers, i

In castern Wisconsin, dairy faviers receive an avorago of 43 conts
an hour for their labor,

In wostern Wisconsin, 52 conts an hour, and in the central north-
cast part of the country, 70 conts an howe (Agriculture Information
Bulletin No. 176, 1057),

Spi YOu 8eq, Wo are not attempting to develop restrictions on imports
which will provide continnance of a real good thing for dairy farmers.
It is a matter of survival,

. Dairy farmers in this country ave in a sorious cost-price squeoze, as
is evidenced by the fact that with all their investment and knowlodgo
thay can only make from 43 to 70 cents an hour for their labor,

In order to net even theso small returns, which the duirﬂ: farmers
get ont of operating their farms, butter must bo priced at Now York
at 5833 cents per pound.

Now we have noticed in some of the foreign trade circulars that
Danish butter is being offered on the world market at 28.1 cents per
pound (Foreign Crops and Markets, USDA, May 26, 1958, p. 34).

It costs about 4 cents & pound to get that butter to Now York and
the h&ghest tariff that can be imposed on that butter is 14 cents a
pound.

So butter can be landed here at slightly in excess of 41 cents a
pound. .

Now the support price for our butter in New York is 583/ cents a
pound, which leaves a profit which could accrue to importers of over
17.5 cents & pound for any butter which is allowed to come in here.

Senator Kerr. How does that compare with the profit that farmer
makes on the product that he sells?

Mr. Heary. Well, about 1700 percent, I think, Senator.

Senator Kerr. Greatly{
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Mr. Huany, Yeu,

Now bueatse of those faets, and thoy are facty, thore Is a great tend-
onwy to wand to bring butter in horo,

Inporters can mako o 60 s:ercont profit on their investmont in but-
ter by landing it in Now York,

Now wo have chosen butter ag an example, but. the same problem
oxints with respect to other dairy producty,

Therefore, nny relaxation of the control over imports of dairy prod-
ucts conld bring real disnstor to our dairy industry,

Wao are now Yl'o(lm-.inu dalry products in slight surplus of onr needs
for one domestic cconomy. Wo renlize that the dairy industry in this
country is basleally a domestic industry,

know hio Congrexs hny beon told many times in both Houses about
how (ho (lenernl Agreement on Poritfs and Trado and the reciprocal
trade ngreoments which are established foster the export of dairy
¥ro¢luclu from this conntry, so wo have looked info that pretty care-
ully, and theve nre practically no true commercinl dairy exports from
thig conntry,

Ixports of any size nt all—thore wight bo a little milk powder that
oest (0 Mexico, there might be a littlo whole milk powder shipped to
10 Far East, Thailand, and go forth—but most of the substantial

0x g()rta of dniry producta nre subsldized.

So our commerclnd market is traly domestic,

Now we produco n little surplis.

Wo 'proc uced Inst year somowliore botween 444 and b percent more
mitk than we could sell commorcinlly in this conntry. We do not feel
that wo have n right to dump that surplus on foreign markets indis-
criminately go nx to destroy markets which-other domestic producers
hinvo built. for themselves.

Howeover, wo know there nre more people in this world to drink
milk than there is milk for them to drink.

And we, as dairy farmers, have legislation before this Congress
which would allow us in effect to donate that milk to develop markets.
Murkets which we know we would lose to these people who tan pro-
duco butter for 23 cents; but we could, in turn, develop more and more
markets until we got down hore to market X, where we could develop
a truo commercin] market for our own excess production,

Now beeause this dairy production industry—and again I do not
speak for the wholo industry, 1 speak for the dairy farmers—is truly
« domestic industry, we feel that this Congress should take note of
that and should make a strong domestic agricultural economy a part
of any foreign trade policy which we develop. ) )

Wae do not want. to have to work with a foreign trade policy which
is not cognizant of tho distress of our own people.

Wo want. to have the people who negotiate our trade agreements
recognizo that there is a domestic dairy industry which is important
to this country and which must be taken into account when they
negotinte agreements. )

Now, because of that, we have severa) suggestions which we would
like to make relative to this bill H. R. 12591, which is before this
committee.

First-of all, we feel that any extension of this trade agreement
authority should bé limited to 1 yéar. :
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Tho ruason for that is that those of us who havoe an intorest in
domeatio industries must have froquont opportunitios to como boforo
the Congrosy and potition it to stra then out anything that may havo
boen going wrong in the foreign trade ngreomenta,

Wo do not think it I8 unreasonable to nsk that tho trade agreenonts
!)ower bo reennetod each yenr, becauso {f the trade agreements which

wd been negotinted during the &\at year could stand the serutiny of
Congrees, cortainly thoro would boe no troubls in oxtending the powor.

If thoy would not stand the serutiny of Congteas, cortainly Congross
would want to do somothing about {t.

"'ho sacond thing, and horo agnin I win speaking only for the dairy
farmers of this country, wo have import controls for tho protection of
our domeatio industry under the Agrlienltural Adjustment Aet,

Section 23 of that net allows the President to Issue proclamations
Iimith\ﬁeﬂm fmports of cortain dairy producta,

Wo believe that should bo strengthened, because the wmachinery
undor whieh it oporates is too cumbersome.

I would like, tust- for a minute, to toll you n story which s famous
in thoe dairy industey known as tho Ex{lono story, ‘C'ho Prosidont
proclaimed & Ninitation on imports of butter, and of course the primo
constituont of butter is butterfat,

Therefore, soveral people in New Zealand and in this countey got
togethor and shi\)pod n small quantity, 408 pounds of butter oil, which
is )i‘m'o milk fat, into this country. ‘ ‘

his pilot shfpmm\t was classified as a buttor substitute not subject

to the butter quota, so tho way was open for it to bs impoited. Some
214 million gmmds came intd this country bofors we could get tho
thm'g stopped. ‘ L

Wa finally went through thoe procedurs of 6oin’g to tho Secretary
of Agriculture and asking him to go to the Whito House to ask the
President to go to the Tariff Commission and request it to hold a
hearin{g for the purposo of informing tho President so he could igsue
a proclamation, It took about 6 months to grat the imports controlled.

n the meantime, wo had about 214 million pounds of butter oil
come into this country which meant, under this surplus condition that
we are in'now, that tfie Commodity Credit Corpération had to buy an
additional and unnecessary 244 million pounds of butterfat at about
78 contd & pound to tako off the domestio market. .

Senator MarTiNn. How much butterfat do wo use in this country?

Mr. Hraty, Well, let’s see, we have—we sell about 110 billion pounds
of milk and it is about 4 percent fat, it should be about 414 billion
pounds of fat in all forms, that is in milk and all dairy prodicts.

The CramyaN. Do you have figures on the importation of butter
under these other dairy productst : ]

Mr. Heavy. Yes, sir. :

The CrairmaN.  Would you produce themf )

Mr. Hravy. I will put it in the record. : -
tll'I‘he s?m_sm:ux. Do you have figures on the importation during

¢ past year :

r. HeaLy. We can su;iply‘thom for the record; yes, sir. ’
Senator MartiN, Sups y those because they are important. -
The Caamyan. You do riot hava them availablet . - :

Mr. Heavy. No,sir; not with me, but I will supply them.

The CaraAmuMAN. Thank you. .
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(The information is as follows:)

MEMoRANDUM

United Htates butterfat production In 1057 was 4.8 billlon pounds. Butterfat
purchased and removed from tho domestle market In 1057 waw 230.6 mililon
poutids, Buttorfat imported during 1037 was 20 snilllon pounds.

Mer. Hravy, To continue the exylono story, the butter of! proclama-
tion says that butter oil, which isa product mecting certain specifica-
tlons, ean no longor bo Imported In oxcess of 1,250,000 [)ounds por
yonr, So these same peoplo got togethor agaln and put 8 percent
sugar in tho buttor oil and a little bit of vanilla and called it exylone.
Thoy shipped in anothor § million pounds, and we went through the
samo procedure again of going to tho Secrotary of Agriculture and
nsking him to go to the President who in turn would go to the I'ariff
Commission. T'ho Tarlff Commission held a hearing, the result was
roported to the P’residont and a proclamation was issued controlling
tho oxylone imports,

So wo have designed somo legislation which we belleve would
strongthon the abllitf' of the Government to act in haste, when it is
nocossary, and I would like to leave that with the pommitéee for your
consideration, becauso wo think that it is vitally important to—

Tho Cirairyman, Aro these suggested amendments to the billl

Mr. Heary, Suggested amendments to the bill, yes, sir.

‘Iheso amondments do two things: They strengthen the import con-
trol authority which woe now have. In affect, they would tell the
Government that it is the desire of the Congress to make the domestic
agricultural economy of this country a part of our foreign trade
policy, which we think is vitally important, .

Senator WiL1ams, Ts that a suggested modification of section 221

Mr. Hrany, Yes, sir I am flling a copy of my m&ggesled amend-
ment with my prepared statement, which I understand will be printed
following mjv oral remarks,

Senator Bexnerr. Is there a problem of jurisdiction here?

Mr. Heary, No, sir; I do not think so. ion 22 has previously
been amended by this committee, ..

Senator Bexnerr. Was scction 22 as it was orxima]ly passed han-
dled by this committee or by the Committee on Agriculture?

Mr. Heary. The Committee on Agriculture,

Senator Bexnerr, For the information of the committee, could you
tell us what happened to that product that was imported from Aus-
tralian? What final form did it take in this country?

Mr. Heary. Ice cream.

. You see 10 or 12 million pounds of fat may not seem important
in view of the fact that we do produce and consume some 4 billion
pounds, However, practically all of that fat hit the New England
market.. It came into New York and when you put 10 or 12 million
pounds of fat into 1 market at 1 time, it introduces considerable chaos
into that market. , :

And that is what ht}ppens to it. It is not spread around so every-
body takes one-tenth of 1 ounce or whatever it would be.

One market has to absorb it and live with it until it is gone, Fur-
thermore- had controls not been imposed, the imports would have
increased to tremendous volumes. ’
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Senator Ken, If you already have a surplus, ft just means that
much more the Commudlty Credit Corporation s going to have to

buy:,

%h‘. TTeary, Now, what that mennt was about 7 milion additionnl
oxpenditure to Cced. As you kunow, the Commodity Credit Corpora-
tion takes off the market all the butterfat which ecannot be conmuned
here.  Sinew they wore taklng somo off unyway, there win o surplus,
and any additlonal amount which comes into this country monns they
have to take that mnch more off the domestiec market, 1 think it coat
them about $7 willion,

Senator Kerr. And then they export that under a subsidized busls
ora giftt

Mr, Heany, Exactly,

Senator Krrk, What happened was that (hat came in hovo and
was bought and our Government then bought up a like amount and
added h') that which wo were shipping to somewhere olse and giving
it away

Me Hrany, ‘The other thing was of contrso——

Senator Makrin, While wo aro on that, what is the surplus in our
own conntry t

Mr. Heary. About 8 percent now, Seunntor,

Senator Marmin, What does that mean in pounds?

I am trying to compare it with what this—-

Mr. Hrany, Well, it means about 6 billion pounds of milk, which
would mean about 230 million pounds of butterfat.

The Crratewan, What is it in dollarst

Mr. Heary. Well, 230 milllon pounds of butter, would bo worth
about a million-——

Senator Benxerr, 170,

Mr. Hravy, $170 million to $190 million—something in that neigh-

rhood.

The other thing that must o remembered about these butter fm-
ports—although [ have shown you where they can bo landed heoro at

7.6 cents a pound chon‘m than we can sell onr butter, the Amorican

consunmers do not get that 17.6 cents. ‘The importer makes it. Ile
sells the imports for half n cent or so under the domestic market, so
it would be no great boon to Americans to have butter imported at such
a reduced price.

It is & boon to L American who is cagey enough to go through tho
loopholes which are in this section 22 and mako his 17 or 18 cents a
pound on it,

Senator BexNETE. When the President by proclamation closed the
second loophole to which you referred, have they tried againt

Mr. Heary. Yes, sir; tho second loophole was closed by saying any-
thing from which butterfat could be commercially extracted and which
contained 45 percent or more of butterfat was excluded. Now we
know these same peopls are going through the country trying to get
orders for a 44 percent fat product, so we have got the whole thing to
go through with once more.

The CuarrMaN. Why is it that the Danes can produce buttor for 28
cents and it costs us 60 cents?

As I notice wages here are 43 cents in Wisconsin, 70 cents in central
and northeast—— ‘

Mr. Heary. Yes,sir.
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The Craeman, Why does it cost more than twice ag much?

Sonator Kenn, Thoy make that, 1 take it that they manufacture
ditferent products for diiferent mnrkots,

Sono of them have a gooil cheess market.

Thoe Cuatnman, I'nm spnnkin{z of tho buttor,

My, Heany., Woll, to o great degreo most of the products which can,
hit this market nre subsidized.

As n matter of fact, wo reported to the House that some northern
Euro‘wnn butter is being subsidized to the extent of 21 cents per
sound,

! 1t is oxported.

The Criamman. You said in your statement on page 4 the Danish
butter I 23.1 centa per pound, and it costs, what did you say{

Mur, Ileary, Fonr cents to n‘nip it,

The Cuuaeman. Yes, sir.

S Smtmtm' Keur, T did not understand the siatement the way you do,
cnntor,

Ho saya this is how much they make an hour on the basis of getting
601,% conts a pount for their butter and 35 cents for their cheese.

Tho Cirammaran, ‘I'hat is what they get, is it not?

My, Heary, Yos, that isa fact, 'The Danish butter does sell in Den-
mark for 23 conta, that is correct.

T'he Cuatnman, What are these figures—your hourly returns from
dniry farmors on pago 3, 43 conts in eastorn Wisconsin, Ts that what
g)oyk%et when they dispose of butter at 6014 cents per pound in New

or

Mr, Hrary, Yes, sirj that is their hourly return for—

‘The Citamsan. ‘That is n very low wage,

How i it then that the Danes ¢an produce it for less than one-half?

My, Heany, T do not believe the Danes produce it for less than one-
half, Senntor. T think this export price of 23 cents is a subsidized
oxport prieo.

ho Cirateman. 1 have been through Denmark and seen those great
farms thero and T was told that the wages there were about 50 to 60
conts an hour in onr money. Tsthat correct?

Mr. Heavy. Yes,sir.

Sonator Krun, oes their machinery cost n lot less than ours?

M. Irary. No, sir, T don’t believe 80, T do know that Furopeans
have subsidized their butter exports to the extent of 21 cents, which
of course makesup a lot of this difference.

Senator BrnNrerr. Since you are using the Danish exports do you
know that the Danes have done it

Mr, Heary. No, sir; I don’t have the information about the Danes
but I will supply that for the record.

The CiairMaN. Try to supply an explanation as to why they can
produce it at 23 conts, while it costs us here 60 cents, based on wages
to the dairymen of 43 cents an hour, which is about the same or less
than tho wages in Denmark.

(The information is as follows:)

MEMORANDUM

The figures given above ranging from 43 to 70 cents per hour represent the
hourly returns of dalry farm operators, that is, the profit converted iato cents
per hour for the labor of the dairy farm operator. This Is the figure which
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would have to be reduced it the New York price of butter should be reduced
to meet hnport prices. Obvloualy the farmers canuot work for 1ess, nor, in fact,
can they contlaue long to work for the low returns they now recelve.

The profit to the dalry farm owner or olioratm- {s only n part of tho coat of
butter, Iired farin labor couts more than the dalry fariner {mself pinkes and
18bor coats in manufacture, packaglug, trausportation, aud disteibution all enter
into the plelure. igher labor costa also enter luto {hio coat of eguipuient and
.other supplies (he furmer buys as well us the equipmetit used ail the way down
the Hne o tmu:sorl. \\rocwl. package, und dletribute bulter.

LAving atandurde in this country are high, not onhly for farmers but for labor
ured I provesstug as well,

We 10 not want to sea theas iiving standards reduced to the averngo world
1avela, nor (o we want to ee Awerlont Wago rates reduced to tho mromfo
world levela, Ve would prefor to see world slandards ralsed rather than to
woa v lowerad,

the tollowing comuients tndicate that much Huropean bLutler oxporls ure
aubaldized, Wa do hot know the exact extent of Dantsh subsidles,

“On February 138, the wholesale price of Dantaly buller wan reduced from
261 to 200 conta per pound. ‘Thin i the lowest price since 1048, when dalrles
recelved 20.8 centa per poundd,

“The price reduction waa postponed for several wottls In tho hopo that the
axport price would lmpmm Durlug this perlod the dairles were cotpensated
fur the low export Pr c0 (hrough the Davlsh dalry industey butter 1 fuhd,
The recent price reduction cane when the fund was deplated” (Forelgn Orops
and Marketa, Mar, 10, 1088, *()' 20). )

adwodish citirena are taking advant of the low Dantah butter price (seo
Forelgn Orops and Markete, Mar, 10 and Mar, 17, 1008) throug&ahopp\nlg toura
to Dentnark, Durlug the week of February 16 to 29, nbout 80, Swedlah shop-
pera hrought 1.7 million %nds of duty-free Danish foodatufs into Sweden, ne
Auding an eatimated pounds of butter, Until recently, the Swedlish Ous-

o0 han perinitted the cutrance of 10 kilograws ‘2‘) poumla{ of duty-freo
food. Through presaure from varlous farm organizations, this linit wny re-
duoed to 8 kilograma.

“In February, when the wholesale prico of Danlsh butter was réduced to
NG cohta e m\\m\ the wholeaate price of butter In Sweden was 00.1 conls
per pound” (Forelgn Cropa and Markets, Apr, 14,1008, p. 16). :

Aconling 0 Amaterdam's Do Tvlegraf, 00 percent of tho anuual oxport of
butter teaves the Netherlands at prices below tho coat of production, It fs being
subaidizad to thoe extent of 211 conts per found (Foreign Orops and Markets,
Fob, 1) 13K, 10,

“A tehorary ban was placd today on fmport of Belglan butter into Britaln,
where the public is enjay %n glut of cheap butter, The Britieh Jdovernment
actod after roporta that 1,000 tons of Belglan surblug butter stocks was belng
offered to the Nritlah market at 1 shilliog G pence (21 cents) a pound.

“Roporta from Brussels indicated that the dlfference between this price and
the retall price in Belgium of 8 shillings 8 penco to G shillings (77 to 84 cents)
a pound, wonld be made ug to exportera out of an agrleultural fund set up by
the B&éan Qovernment” (New York Times, May 19, 1068}. i

“Rxport subsidies pald by the Finnish Qovornment for datry and poultr
mmds in 1057, totaled $80.4 million, compared with $1838 million in 1

Jdomestic consnwer subsldy, slready fucluded in the wholesale price of butter,
amonntad to an additional $&8 miltton on butter exported. :

“Finland exported 538 million pounds of butter in 1057 under export subsidy
of £2]1 million. Cheese exports were 20.6 mlilllon pounds and accounted for
subsidy of $3.1 million. Kxports also included 5.6 militon pounds of milk powder
with a subsidy of $1.8 million, and 99 million pounds of egg subsidized at
$1.9 million" (Forelgn Crops and Markets, Mar. 10, 1088, p. 28). . )

The May retall price for finest quality New Zealand butter in British markets
was about 30 ceats per pound (Forelgn Crops and Markets, May 19, 1058, p. 18).

“Claims by the Italian press that European countries have been selling butter
at Jess than production cost, thus forcing down prices in Italy, prompted the
Italian Government to issue a decree on March 81, 1058, which temporarlly
xuspends all imports of butter” (Forelgn Crops and Markets, Apr, 21, 1858, p. 18).

In April, Sweden was exporting large quanities of butter “at prices just one-
balf the domestic factory price” (Foreign Crops and Markets, Apr. 7, 1658, p. 18).
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Over 00 percent of 1007 Irish bulter oxporly wers heavily vubsidived (Forelgn
Urfgucm(rlm’ﬂ;:et\:'li'l?”l'tgségwglpa;ull(:,a)l'dy on daley products, Finlatnd devalued
its Fisumark 80 percent (lfg?elgn Crops and Markelw, Jan, 18, 1068, p. 14).

Mr, Hreaty, Woll, one thing that would fligute into it is what hap-
pons to this mitk altor it lonves the farm. ‘Lhe plant labor is higher,
tho teansportation Is higher and 80 on,

The Ciratnman, Wi Iou hdvo us 8 memorandum explaining that

Mr, Heary, Yeou, sirs I will,

Sonator Mawrin, Mr, Chairman, as I understand, what the hourly
wago I8, that is to the operator.

Mr, Heary. 'I'o tho furmer,

Sonator Marmin, \Yoll, now, what dooes he Pay, do you have any in-
formation as to what ho ‘Im s for his hired holp or hired laborf at
T am gotting nt, I thought it was much higher than that,

M, 1gary, Ho pays his helr moroe than ho nets for himself,

Sonator Mawrin, ‘That Is what 1 was trying to find out. Do you
havo any figures on that!

I know in iy own State, I know that our farmers have to pay con-
siderably moro than 00 cents an hour,

Mr, Hreary, ‘That is correct.

Sonator Benxerr, Then your figure of wages of 48 cents an hour
is ronlly profit translated into wagesf

Mr, Heavry, That Is correct.

Sonator Frean, By the operator!

Sonator Bennprr, By the operator.

My, Hxary, It amounts to his entire profit for owning a farm and
sponding all his time on it. . ) .

Senator Bennerr. That is right. But you are comparing profit in
ono case with wagoes paid in another case, which is not always an
accurate comparison, :

Mr, Heary, That is true.

Senator Kerr, What you are sa lng is that his profit amounts to
that much to him on the basis of the hours which he and his family
put into the operation. -

Mr, Heavry. That is correct, Senator,

The CralrMAN, But a many farmers in my section do most of
the work themsolves and in that event they would only get 43 cents;
is that right?

Mr. Heavy, That iscorrect.”

Thoe CrratrMAN, That would be regarded as wages?

Mr, Heavy, That is correct. . ‘

Senator MarmiN. Do you take into consideration the investment
that the farmer has, his land—he owns his land, he owns equipment,
X know in my mrt of the country to equip a 100-acre farm a man has
got to invest about $30,000 in equipment, and I mean that is a8 mini-
mum, that is no luxurious equipment, that is just the necessary

uipment, -
equ. Heavy. This Department study makes a reasonable allowance
for return on capital before computing net income and then convorts
net income into cents per hour for the farmer’s time. - -

The CHATRMAN. I do not see how he could live on 43 cents.

Mr, Hzavy, I havo sean recently a study of the northern Illinois
farm management sérvice which indicated that if a man got 4 percent
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.on his capital investment in his farm, boforo they showed any return

for wages, he would have to havo a large farm.

I'he Crramman., T wish you would review the bottom part of pnge
3 and give us another memorandum supplementing it.

Mv, Heany, Yes,sirj wo will bo happy to do that, )

The Cuamman, Try to ascertain whether this Denmark butter is
subsidized, and if not subsidized, why they can produce it for 23 conts
und it costs 60 cents in this country, apparently with equal wago seales.

My Ilrany. Wo will be glad to furnish that to you.

The Cuamman. I am not criticizing your statement. but I would
like yon to amplify the statements on pages 3 and 4,

M Heany, Yoy, sivy we will be glad to furnish that for the rec-

‘ond.  (The material referred to is covered in the previous memo-

randum,)

Tho Crramyan. Yon may proceed.

Mr, Hreany, Senator, that completes what T wanted to say.

The Ciiairman, Arve there any questions? .

Senator Benxerr. I just have one. You are protected by section
22 g0 you do not face n free and open importation of dairy productst?

My, ITrary. That is correct; yes, sir,

Senator Benxerr. Do I understand the most sorious invasion you
have faced is this invasion of Australian butterfat which amounts to
4 million pounds out of 12 billiont? .

Mur, Hrary, Well, we have faced—this is the latest, We have faced
a series of these things back to 1951 or 1952——

Senator Bexxerr. But in every ease the law, the machinery of the
existing law, has operated and one by ono these threats have been
wiped out even thongh it took time to wipe them out

Mr. HraLy. Wollj,- not necessarily, Senator Bennett, because what
happens, as in the case of this butter oil, the way we got it stopped was
with a proclamation which allowed about 114 million pounds of it in
each year. -

Each time we stop something we lose ground,

Senator Bexnrrr. But comparatively small?

Mr. Heavy, Comparatively small; yes, sir.

Senator Bexxrerr. In other words, you are in a much more fortu-
nate position than the bicycle industry represented by the man who.

‘testified ahead of you.

Mr. Heary. I don’t knov,
. Senator Bexnerr. Well, he testified that a million bicycles came
in as compared .with—let’s see, what were his ﬁgures—-41y.3 percent
of the American consumption was represented by imported bicyecles.
You do not have such a situation{ v .
Mr. Heany. As T have previously testified, it is important to the

‘national welfare to protect the dairy production indhistiy because of

its importance in the agrieultural economy. :

Because milk is bulky and perishable and must be marketed each
day, a very small surplus can demoralize pricing in every market. We
are producing Ol”i!g_ about 5 percent more milk than is being consumed
commercially. This excess production is within the realm of man-
ageability. This 5-percent surplus problem is one upon which the
Congress and every dairy farmer in our Nation is working to attempt
to find a solution. Therefore, it is of extreme importance to limit this
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problem to & domestic problem. ‘I'he legislation which we propose
would go a long way toward accomplishing this goal.

Section 22 of the Agricultural Adjustment Act is operative only
when there are (Government programs which would be affected by
imports. ‘I'herefore, we find ourselves in the anomalous situation of
attempting to reduce our surpluses so that we can achieve better farm
prices for milk when we know that if we were to reduce our surpluses
and put tho Governmmnent out of price support business, we would then
make section 22 inoperative and allow for the flooding of our markets
with foreign surpluses.

I'or this reason, the proposed legislation also broadens the base
under which section 22 would operate.

Sonator Bennerr. I think the committee will have to find out
whether in fact it does have i’urisdiction over section 22 of the Agri-
cultural Adjustment Act and I think as an observation, the bicycle
man would be very Impi)y to trade his position for yours.

The Cuamearan, Do I understand you will furnish the information
about the imports of these different categories?

Mr. Heary. Yes, sir.

Tho Cuainsan. Thank you very much,

Senator CanrsoN. Mr. Healy, I just want to say that you have
very fine members in Kansas and I will report to them you have
finely represented them here.

The Citairman. T'hank you for your statement, sir.,

(Mr. Healy’s statement and suggested amendment is as follows:)

STATEMENT oF DPATRICK B, HEALY, ABRISTANT SECKETARY OF THE NATIONAL MILK
PRODUCERS FEDERATION

The Natlonal MUk Producers Federation 1s a natlonal farm organization. It
represents over half a milifon dairy farmers and some 800 or more dafry coop-
erative associatlons which they own and operate and through which they act
‘together to process amd market at cost the milk and butterfat they produce
on thelr farms. .

The federation retlects a composite viewpoint of dairy fariners located in all
of the 48 States. COur bylaws require that at least Y0 percent of our board of
directors must bé active dalry farmers. The remainder of the board Is made
up of managers and officlals of dairy cooperatives which In turn are owned
and controlled by the dairy farmers they serve.

Practically every form of dalry product produced in the United States In
substantial volume I8 produced and marketed through farmer-owned coopera-
tive dairy plants represented by the federation. .

The pollcles of the federation are determined at annual membership meetings.
These meetings are attended by some 1,000 or more dairymen from all parts
of the Natlon. The delegates are selected locally, primarily on the basis of
their leadership and interest in the dairy field. Every State in the Unlon and
the varlous forms in which mitk 18 processed and marketed are represented on
our general resolution committee. As a result of this broad representation,
the federation’s policles provide an accurate cross-section of the thinking of
the Amerlcdan.dalry farmer. - - )

. Dalry farmers for many years have been deeply concerned about matters of
foreign trade Insofar as they relate to dalry products. They are particularly
disturbed over. the apparent trend In recent years to permit American farmers
and American labor to be used as pawns in the intangible and nebulous game
of international politics. :

The very existence of the dafry industry in this country depends on effective
controls against a destructive level of dairy product imports. - We believe,
_sincerely, that had the federation not accurately presented the danger to Con-
.gress, and had Congress not acted In our behalf, our domestic source of supply
of milk and dairy products by now would have been serlously impaired.
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This committee will recall the determined and repeated efforts of the State
Department to terminate import controls on dalry products under section 104
of the Defense Production Act, without providing alternative controls, Had
the State Department been successful in that effort, our domestic source of sup-
ply of mllk and dalry products in a very substantial measure, would, by now,
have ceased to exist, Only the wise action of Congress, under such power as it
still retains over forelgn trade, prevented that unhappy result.

There has never been a tire In the history of the Natlon when it was more
important to have within our own shores the capacity to produce adequate sup-
plies of such essential foods as milk and butterfat. We would only be fooling
ourselves If we did not recognize the fact that in the event of war an offshore
source of supply of dairy products would be most uncertain and uorellable,
8Should our domestic source of supply be displaced to any substantial extent by
excessive imports it could not be redeveloped in time to meet emergency needs.
We would surely be playing fnto the hands of our enemles if we permitted this
fmportant domestic source of an essentlal food to be traded away for dim and
uncertain political benefits. Congress must retain its power to prevent this.

Agriculture i8 a very important segment of the national economy and dairying
is a very important segment of our agricultural economy. It is most important
that the economic stabllity of dalrying be not jeopardized by excessive imports
of dairy products.

Dalry farmer: are in a serlous economic squeeze, and thelr economic status,
like that of agriculture generally, 1s out of balance with the rest of the economy,

One of the things we learned from the depression of 1920 was the important
bearing which the purchasing power of farmers, or the lack of it, has on the
economy of the Nation as a whole. There 18 & striking similarity of pattern be-
tween the beating down of farmers' prices that preceded the depression of 1929
and the beating down of farmers’ prices during the past few years that preceded
the current downturn,

Hourly returns for dairy farmers in the three test areas reported by the De-
partment of Agriculture are 43 cents in eastern Wisconsin, 52 cents in western
Wisconsin, and 70 cents in the central northeast. These are unfair wages under
any standard, and the country is unfairly living off the depreciation and reserves
of the dairymen. These returns cannot go down to meet lower priced imports
produced in countries where wages and living standards are far below those in
this country. 'These returns are based on support prices for butter in New York
of 60% cents per pound, cheese 85 cents per pound, and nonfat dry milk 16 cents
per pound. Since April 1, these support prices have been further reduced. The
current support price for butter in New York is 58.75 cents per pound.

Contrasted with these prices are the export prices of Commodity Credit Cor-
poration of 390 cents per pound for butter, 22 cents per pound for cheese, and
9.9 cents per pound for nonfat dry milk., That world prices are actually lower
than these figures {s clearly indicated by the small volume of CCO stocks moving
Into world trade at these prices. The May issue of Foreign Crops and Markets,
USDA. quotes Danish butter at 23.1 cents per pound wholesale in Copenhagen.
New Zealand and Australian butter delivered in London is quoted at less than-
28 cents per pound. United States tariffs are only 7 cents per pound on 60
million pounds and 14 cents per pound on all over 60 million pounds. Shipping
costs are about 4 cents per pound. )

Thus It {s apparent that there {s a price differentlal between our domestic
prices and world prices which would result immediately in a destructive level
of imports if effective controls are not maintained. As indlcated above, domestic
prices cannot hé further reduced to meet the foreign prices, because they are
already at a dangerously low level, both in terms of actual dollars and in terms
of comparative purchasing power.

These price differentials result from the higher standard of living maintatned
in this country and from higher wages pald labor which goes into the cost of
prodaction and also into the cost of the things that farmers buy.

A stock argument in favor of free trade is that American efliciency wilt offset
lower wage rates and lower living standards of competing foreign nations. That
may be true in some highly mechanized industries. In the dairy industry, the
price disparity noted above exists in spite of all the advancés that have been
made in eficfency and mechanfzation. ‘ o . -

Another argument frequently inade {s that dairy exports exceed dairy im-
ports. While we are grateful for such dairy exports as we have, the volume

Y
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Is relatively small and practlcally all of the exports are elther giveaways or sales
at reduced prices through CCOC.

It requires only a moment’s thought to realize that with the sharp price dis-
parity that exlsts apny relaxation of import controls would result only in a flood
of dalry imports without any corresponding increase in commercial dalry ex-
ports. We do not belleve the Amerlcan dairy Industry should be traded off to
permit some other fndustry or some other segment of agriculture to ship more
of its products abroad. -

We are not opposed to foreign trade. On the contrary, we believe that every
effort should be made to develop a beneficial forelign trade. Beneficial foreign
trade result when one nation trades to another things which the importing
nation wants and needs and which it can puc to a constructive use. We are un-
able to see anything beneficial in foreign trade through which we are forced by
other countrles to take products which we do not want and do not need and
whtich merely add to the already heavy burden of our own surplus. Is [t possible
that we still must learn the hard way that there §s no profit in carrying coals to
Newcastle? Nelther do we see anything beneficial in a level of imports which
would undermine one of our most important and essentlal segments oZ Amerj-
can agriculture and fmpair our domestlc source of supply for an essentiat food.

As long as living standards in this Nation remain high and a substantlal
price disparity exists between domestic and world prices, it is obvious that
effective import controls must be maintained to regulate the volume of dairy
products coming into this country. The same conditions require that export
prices be adjusted to world levels for those products to be moved abroad.

In that connection, the federation has never recommended that our surplus
dairy products be dumped into world trade in such a manner as to disrupt the
world market.

We do belleve, however, that this country should insist upon moving into world
trade, at competitive world prices, a volume of agricultural products equal to
our fair share of the world market.

We belleve, also, that this country need not and should not apologize for pro-
bgc:lng its own agricultural economy and enterprises from a destructive level
of imports.

The federation has never asked for permission to ship dairy products into a
foreign nation at levels which would undermine or destroy the dairy industry of
that natlon. It is time that other nations should accord us the same courtesy—
and {t 1s time that this country should insist that they do.

We would like at this point to call attention to the testimony recently given
the Subcommittee on Forelgn Trade Policy of the House Ways and Means Com-
mittee by Dr. John H. Davis, of Hariard University. He recommended that our
foreign-trade policy recognize the price disparities which exist and are likely to
exist for some time with respect to our agricultural products and that we make
section 22 of the Agricultural Adjustment Act a definite part of our foreign-trade

ey,
pom this connection, we would like to call to your attention again the weak,
apologetic, and uncertain walver which the Btate Department entered into with
the GATT nations. In effect, the waiver takes the position that the use of sec-
tion 22 import controls, even though authorized by Congress, is a violation of
GATT and that this country can use such controls only at the sufferance of the
other GATT nations.

One of the considerations bearing:on the walver is the fact that prices for
agricultaral products in this conilry are belng reduced to the minimum levels
permitted by law.

Thus, in effect, we have the GA'DT nations undertaking to say to us that
Congress cannot control our own foreign trade except with the consent of the
GATT natlons and that we may not be able to get that consent if we do not
adjust our domestic agricultural prices to suit thelr wishes.

This condition is bad enough now, but we fear it would be greatly aggravated
if Congress should ever give its approval to GATT or to an international trade
organization, such as OTC, to adminlster GATT.

e belleve it 18 most important that legislation extending the authority of
the President to eater into trade agreements bear a caveat azalnst approval of
GATT. Such a caveat serves as notice to foreign nations that Congress, and
not the President, is still the source of the constitutional power to regulate the

forelgn trade of the United States.

27629—5f—nt. 2——N
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We recommend that authority to negotiate trade agreements be lwited to 1
year and that authorlty for addltional tarlff cutting powvers be deleted from the
bill. Tho bill beforo tho committeo would permit tarlf cuts to bo made over
the noxt 0 years. A lengthy oxtension is not necessary, and Congress witt have
relinquished much of its direction and control over thoe program §t it docs not
roview and renew the President’s authority at shorter futervals.

Actually, In tho case of dalry products, tarlff cuts already mnde, coupled with
fnflation and currency devaluation, and manipulation, have rendered tho current
tariff rates ineftective. As n result, wo have been compelled to turn to mport
quotas to prevent a destructive level of imports. It 1s our bellof that Import
quotas aro tho most practicnl way to control linports.  Ono of thelr bl advantages
{3 that they are definite and certain, and the volume to he a‘mitted can bo ac-
curately plaaned. Removing uncertainty as to the actual volume that can be
fmported 18 benelleial to both the exporting and Iinporting countrles. Imports
of a known volume, wo belleve, enuse much legs harm on the market than would
actual imports of a similar volume coupled with uncertainty ns to what tho total
amount might be. With tariffs there Is no way of controlling the total volume
becanse forelgn price changes or currency manipulation In forelgn countries can
matertally change the pleture, In the case of dairy preducts which must be
stored during the flush season, this presents a serlous problem. The dificulty
Is enhanced by the faet that important dalry exporting countrles south of tho
Equater have thelr flush 8eason when our domestie products must move out of
storage.

Turning to the bill H. R, 12601, wo have Indicated our opposition to a §-year
extension of the Trade Agreements Act and to the additional tarlff cutting power
it would provide, - .

The bl would anthorize the President to proclaim Inereased tarlffs negotiated
under a trade agreement 50 pereent above tho rate in effect July 1, 1034, While
weo have no ebjection to this provision, we do not think that it has any practieal
value. The power which the President already has to proclaim inereased tariffs
negotiated In a trade agreement has not been used, and we know of no reason
which would justify us in assuming that the increased power wlil be used. :

Apparently this provision was inclnded {n the bill to support arguments that
added protection is belng provided under the escape clause. Many siatements
about the Bill indicate that the proviston is being used for that purpose.

It should be pointed out that this provision does not increase at all the remedy
in escape-clause actions. It applles only to tariff increases which ¢ ¢ * “are
required or appropriate to carry out any forelgn trade agrecment that the Presl-
dent has entered Into ¢ ¢ ' (19 U, 8. O. scc. 1351 (’) (1) (B)).

The renedy {n eseape-clanse actlons s set out in titte 10, United States Code,
section 1864, and Is limited to the withdrawal of trade agreement concessions or
the establishment of import quotas.

We recommend that the power to increase tariffs 50 percent above the rate In
effect July 1, 1034, be transferred to the escape-clause section,

It this provision {s intended in good faith to strengthen the escape clause,
there will be no objection to transferring it to the escape-clanse section. If
it is not so transferred it should be stricken from the blll to prevent its further
use &8 a subterfuge.

We are apprehensive about the provisions of the bill requiring a two-thirds
vote of both Houses of Congress to put into effect a Tariff Commission recom-
mendation to prevent injury, over the objectlon of the President.

This 1s a direct reversal of the constitutional provision requiring international
agreements In the form of treaties to be approved by a two-thirds vote of the
Senate (art. II, sec. 2, clause 2 of the Constitution), and we fear it represents
another stage in the tremendons struggle going on to wrest from Congress its
constitutional power to regulate forelgn commerce. . :

We belleve this provision would be a further reliquishment by Congress of
this most important power, and we recommend that it be deleted. -

The escape clause is not operating satisfactorily and some control over the
power of the President to ignore Tarlff Cominission findings of §njury and recom-
mendations for relief Is urgently needed. However, this control should be exer-
cised by Congress reclaiming some of its delegated power and not by further
relinquishing its power. ’ : :

We are at a loss to understand the provision for an escape-clause investiga-
tion following a peril-point finding of inadequate tariffs. Certainly if there
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were any Intentlon on thé part of thoe P’resldent to recognize injury to the Amerl-
can producers ho could do 8o in the perll-point negotlations, 1t he choso to ignore
Injury to the Amerlecan producer In perll-point negotiations presumably he would
follow the same couirse in the following escape-clause actton.

We are concerned lest this provision bo used as an excuse for ignoring the
peril-point recommendations,

A proporal for dealing with oxcessive tmports of agricultural commodities
has been developed by tho National Conference of Comtnodlity Organlzations,

Tho NCCO Is composed of 86 commodily organtzatlons, all represcnting pro-
ducer interests, which have banded together for tho purpose of developing a unfted
pollcy on matters of common Interest such as our domestie agricultural programs
und thoso forelgn trade policles which may adversely affect our domestle agrlicul.
ture,

Thig proposed amendment of scction 22 of the Agricultural Adjustment Aet
would aunthorlze thoe Seccretary of Agriculture to use Import quotas to protect
tho agricullural polleles of Congress and the agrlcultural programs authorized
by Congress ngainst n harmful levet of imports.

It would not restrict Imports which do not adversely affect tho agrlcultural
pollcles of Congress, nor would it permit Import quotns to be set below the ming-
mun: levels now provided by section 22 of the Agricultural Adjustment Act,

It procceds on the theory that determinations of import levels, Insofar as such
Imports nffect agriculture, should be made by the Secretary of Agriculture, 1t
then authorlzes the President to permit additlonal Imports in the Interest of for-
elgn t;"n;lo, forelgn relntlons, or other conslderations which affect the Natlon
ng a whole.

8inco importa In excess of the level set by the Secretary would be harmful
per o to the domestic commodity or product affected, the Commodity Cradit
Corporatlon would remove / corresponding amount of such product from the
domestle market, thus offsetting the harmful effect of the additional imports.
Tho cost of this would be charged to tho foreign trade, foreign relations, or
other program served by such additional fmports.

AGRICULTURAL IMPORTS .

S0, —. Section 22 of the Agrlcultural Adjustment Act, as amended, f8 further
amended by adding the following new subsections:

“(g) In additlon to the Import controls provided above, the Secretary of Ag-
rlculture is authorized and directed to prescribe import quotas in the manner
hereinafter provided for the purpose of preventing imports from adversely af-
fecting the agricultural pollcies of Congress. It Is the policy of Congess, except
as otherwise expressly provided for any commodity, to maintain adequate do-
mestic sources of supply of agricnltural commodities and the products thereof
and to stabilize domestic prices for such commodities and products at levels
which will equalize the economle status of agricultural producers with that of
other segments of the economy generally and provide fair returns for the labor
and investment of such producers.

“(h) Imports of articles which interfere or tend to Interfere with the objec-
tives mentioned above by displacing or tending to displace sales o other outlets
for domestlcally produced agricultural commodities or the products thereof or by
creating a condition of uncertainty with respect to domestic supply-demand rela-
tlonships, or by injecting an element of Instabllity- in long range planning, ad-
versely affect the agrlcultural policles of Congress. Import quotas ghall be es-
tablished by the Secretary for all articles the importation of which in the quanti-
ties reasonably to be anticipated would adversely affect the agricultural policles
of Congress with respect to any agricultural commodity or the prodacts thereof.
Subject to the 1¢mitations hereinafter provided, quotas so established shall be at
such levels as the Secretary determines and announces would »ot have such ad-
verse effect.

“(1) Import quotas established by the Secretary under this sectlon may not be
proportionately less than 50 percent of the total quantity of such article which
was admitted for consumption during a representative perlod determined by the
Secretary. If there were no imports of the designated article in a representative
period, a zero quota may be established. Desiguations of articles in such quotas
shall be sufficiently broad to prevent evasion and unless otherwise provided ghall
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include any form, mixture, product, or source in which the article appears in-
other than inconsequential amounts. Designations may be amended by the Sec-
retary to "lmmnt evasion, without hearing. The Secretary shall give due notice
and afford interested parties an opportunity to appear and prosent statements in
connection with any ruling estab{hhln(, modifying in a substantial d or
terminating any such {mport quota. The Becretary may prescribe rules \gnd
regulations relating to the cRomm con!erresh\:ﬂon him by this sectlon, and his
decisions with respect to such fmport quotas be final. .

“(J) The President may authorize Imports of any article in excess of the
quantities established by the Secretary as the level at which the agricultural
polieles of Congress would be adversely affected. .

-“(k) No imports of any arilcle for which import quotas have been estab-
lished by the retary in accordance with this section shall be admitted for
consumption In excess of the import quota so established plus such additional
quantities as may be authorized by the President in accordance with this section.

“{1) Whenever additional fmports of any article shall be admitted for con-

sumption in accordance with the authorization of the President as hereln pro-
vided, the Secretary, through the Commodity Credit Corporation or any other
agency avallable to i:lm, shall remove from the domestic market a correspond-
ing quantity of articles the sales or other outlets for which are adversely affected
by such imports. Articles so removed from the domestic market shail not there-
after boe disposed of by the Secretary in such a manner as to adversely affect
the agricultural policies of Congress. In removing such excess suppiies from
the market, the Secretary may acquire either imported articles or domestically
produced articles. The cost of removing from the domestic market excess sup-
pliea equal to additional imports authorized by the President, aa herein provided,
shall be separately computed and shall be charged to appropriations relating to
the program served by such additional imports. .
* “(m) The provisions of subsections (a) through (e) shall not be applicable
to the commodities or products covered by subsections (g), through (m), except
that import quotas or tari(f rates in effect on any such commodity or product
shall continue in effect until such time as import controls covering such com-
modity or product become effective under subsection (g) through (m).” .-

The Cramyan. The next witness is M¢¥, R. W, Hooker, Synthetic
Organioc Chemical Manufacturers Association, .
r. Hooker! v ~ o »
STATEMENT OF R. WOLGOTT HOOKER, PRESIDENT, SYNTHETIC
ORGANIC CHEMICAL MANUFAOTURERS ASSOCIATION

Mr. Chairman and distinguished members of this committes, I am

. R, Wolcott Hooker, president of the Sgenthetio Organic Chemical

Manufacturers Association, whose members produce more than 90
percent of the total output of synthetic organic chemicals of this
country.

Oml:y industry is comprised of more than 237,000 employees, located
in 766 different establishments, in 42 of our 48 States. "Our annual
payroll izin excess of $1 billion. .. .

A strong organic chemical industry is vital to America's continued
security, particularly in the areas of atomic energy, chemical war-
fare, missiles, space satellites, and jet propulsion. The ability of our
industry to serve the military and security needs of the United States
depends upon the maintenance of its productive capacity and the re-

- tention of its technically trained manpower.

Synthetic organic chemicals themselves are the result of numerous
segamte and complex operations involving techniques and know-how
which are acquired only after yoars of study and training. Many of
these products are the result of “batch” operations, where mass volume
production or use of automated plant equipment is not feasible.



TRADE AGREEMENTS AOT EXTENSION 893

The operations of our domestic organic chemical industry ‘are so
interrelated and-complex that an ordinary chemical sold for many
commercial purposes may well bo the most essential material in the
production or use of a critical and classified military implement or

material. L

The spectacular growth of the organic chemical industry in West
Germany, France, gmitzerlagd, the United Kingdom, Italy, and Ja-
pan and the demonstrated ability of those countries to produce similar
products i comparable outpiit at labor costs from one-fourth to one-
tenth of those in the United States requires that great caution be ex-
ercised in considering further tariff reductions on these products, .

However, in appearing before you today, in opposition to H: R.
12591, wé wish to m(rha’size that our association does not oppose a
truly reciprocal and mutually advantageous trade agreements
program, o x : ' '

As administered, however, the present
reciprocal in the past. We agree with t
ptfb the study recently completed by

ouse, and the report
Bros, Foundation that the
nomic %:))licy, following
Thi Congress bhag

TO has not béen trul
ge mall Commission’ rey

Congress enacth : : ments Exte .
Such power should be exercised in 2 stages of 5 peréent each year,
with any unused abthority lapsing at the end of edch year. .. .
. Jn addition, concesstons should not be granted on any tariff items
wh(tlch were subjected to ctions in duty-during the period of 1955

w th’ » e el 3 e i .

Without wishing to inject ourselves into s complex question of
oonsgltutgqn,al Jaw, we doubt the usefulness of the provision which
requires a two-thirds vote of both Houses to overturn the President’s
disapproval .of Tariff Commission findings under the escape clause,

o desire, however, to comment on provisions ,cgntainedpien H. R.
12591 dealing with the mpe-cm remedies available to domestio
producers who claim injury as a t of trale-agreoment concessions.

. 3
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It is our feeling that legislation extending the Trade Agreements
Act should contain provisions making the findings of the Tariff Com-

-missjon final and conclusive on questions of serious injury, but permit
-the President to override these findings where impelling questions

aﬁ'ecting national interest may be involved. ‘
. The President, in such cases, should clearly indicate that considera-
tions other than injury to an industry are the basis of his action,

H. R. 12591 amends existing law to provide that wherever the Tariff

-Commission determines that a peril point has been exceeded, it shall

immediately institute an investigation under the escape-clause pro-
visions of the law. »
It also changes the time within which the Tariff Commission must
sscertaln its peril-point findings from 120 days in existing law to 180
ays.
oth of these changes, in the opinion of our association, are desir-
able and are improvements in the administration of the program.
. H. R. 125691 does not ‘)rovide, however, for what we consider a most
important part of intelligent administration of the trade-agreements

']éx;ogram. xisting law providesstandards or guidelines to the Tariff

mmission in determining when and under what circumstances the
escape-clause remedies may be invoked. e

Equally important, in our opinion, is the necessity of establishing
peril-point standards to guide the Commission in preventing the pos-
sibility of injury.

The Congress has wisely required that peril-point determinations
be made in advance of nefotianons of a trade agreement, but has left
the Commission without legislative criteria by which it may intelli-
gently perform this most necessary task.

We suggest that the Commission be required to consider several
factors in arriving at a peril-point determination. Among these the
Commission should compare the selling prices of an imported product
under existing rates of duty with that of a similar and competing do-
mestic product. .

Where imports are selling below the usual wholesale price of a
domestic product & further reduction in duty may, and probably
Wl?oliild, result in injury or threat of injury to a competing domestic
producer.

. The Commission should also determine which is the principal for-
eign snﬁ)pher country for each item on the negotiating list and deter-
mine the extent to which other foreign suppliers may be a major
beneficiary of any concession.

Under existing law, as well as H. R, 12591, the President in theory
and executive agencies in practice prepare a list of articles for nego-
tiation of a proposed trade agreement.

There is nothing in the law which authorizes or directs the Tariff
Commission, which we submit is for this purpose the best-informed
agency of Government, to participate in the formulation of these lists
or to advise the President asto the contents of such lists.

It is our opinion that since the Tariff Commission possesses expert
knowledge by reason of its long and broad experience in these matters,
and is fully acquainted with the problems of domestic industry as well
as thoroughly familiar with conditions affecting imports, that any
extension of the Trade Agreements Act should contain provisions di-
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recting that the Commission bo made a party to the formulation of
theso lists and that its advico be sought and considered by the Presi-
dent prior to the promulgation of such preliminary lists.

We also submit.a suggestion which we believe to be noncontro-
versinl. There are dofects in the procedure for publication of notice
of hearings »f proposed negotiations of trade agreements, Notice of
these hiearings has been inadequate, so far as our industry is concerned,
in informing producers whether products which they make may be-
come iteins for tariff reductions,

It is a matter of record that in the 1956 trade agreement negotia-
tions, concessions were granted on broad categories of chemicalsg pro-
vided for in so-called “basket clauses” of schedule I of the Tariff Act.

The “basket clause” language is so broad that domestic producers
could not know which of their products were intended to be made the
subject of negotintions.

It is not possibla for domestic industry to prepare itself to comply
with the requests for information from agencies of the executive de-
partment or the Tariff Commission and make an adequate presenta-
tion where the form of notice is so vague as to comprehend hundreds
of chemicals within tho scope of the language used.

A simple amendment of existing law would digpel the uncertainty
faced by domestic industry as each round of tariff negotiations is an-
nounced. Certainly domestic producers are entitled to know which
of their products are or may be the subject of negotiations.

Where it appears that the tariff classification of any similar import-
ed products is covered by “basket clause” language, the public an-
nouncement should specify not only the tariff provision but identify
specific products under such provision.

This may be done by listing the commercial or common name of
each product, as well as its tariff classification provision.

The provisions of H. R, 12591 amending section 2 of the 1954 Trade
Agreements Extension Act, the so-called national defense provisions
of existing law, are, in the opinion of the association, desirable changes.
We believe that under the anguaE: of H, R, 12591, investigations on
national defense questions will speeded up and determinations
made under these provisions will be predicated upon a sounder basis.

In closing, may we emphasize again that it is our belief that onl
throngh a complete overhaul of the trade-agreements program will
the United States be in a position to meet the new and fundamentally
different economic alliance and trade patterns which will emerge
over the next 10 years.

We note that administration spokesmen have indicated negotiations
under a 5-year extension of the act probably will not be completed
until mid-1962. It is possible that the authority will not be used up
until 1968—in effect a 10-year extension of the law.

The economic offensive of the Soviet, the development of the
European Common Market and possible creation of Western Hemis-
Hhere trade federations will create varied problems requiring tremen-

ous flexibility in out foreign economic policy.

We must be prepared to cope with “state trading” practices of
the Soviet; we may find it desirable to adapt our most-favored-nation
principle to meet conditions arising out of regional trade compacts
establishing preferentirl tariffs; we must not commit ourselves to
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obligationa which mw ndofinite in thelr temure or from which we
find” 1t whnost impordible to oxtrleate ourselves without ontright
wpudintion,

Vo bellove that welther T R, 18001 nor any othey patehwork
amendmont of the Trade Agreementa Act of 1034 will sorvo un a
aubatitute for a complote congruslonnl 1oview and revision of logly.
lation mplamenting one forelgn sconomio poliey.

Panding the enactiment of such comprehionsive leginlatlon, howover,
wa ute the adoption of the ruggeations wo have just mentioned.

Oup axsoclation appreciatea the oppovtunity to appear hore today.
Our long amt continued intoreat in the teatdongrecments program
and ita admintatration prompta us to oxpreas the views wo have here
subinitted,

lnk you, aiv,

Sonator Frean, My, Hooker, an you know, the State from which
both the Senator fiom Delaware and myself come have an intereat
in the avnthetio nrtmnm chomival industry,

Now, you have in your statemont. menttonwd some things of 11, R,
19001 with which you agree or which you think me good amendments
or good additions,

You also said fn your prepared atatement. there aro some with which
you dizagree and, farther, than that you have mid that there are
some suaations avatlable,

T did not quite gathor that you made those complete suggestions,
and T wonder if you would m\\me for this record those mu‘rmtimm
a8 to how to cary out the desties that_ you wirh to accomplish,

Mv. Hoorer, Sivy the asseciation which 1 ropresont hore hos had
tho temerity to prepare suggested legislation,  We recognizoe that wo
amy amatonrs in this tield, Wo only oftor these suggestions for their
context. and not for their formy, If T may, T have hero snggosted
amendmenty, with comments about them desoribing what thoy are
proposed to accomplish, and I would like to submit them for the record.

Sonator Frraw. 1 am sure wo would bo glad to have them, Mr.
Hooker, and I want it understood for the record, too, that I have not
sean you before,

Mr. Hooxar, Certainly.

Senator Maroxr, Youdon't m&mdinto him, do you?t

Sonator Fruar. T do not repudiate him, but, fortunately, we asked
for :\\\\ethmg that ho had, but. I know he would not come il prepared
anyhow,

Renator Martint

Senator MarriN. No questions,

Senator Frear, Senator Douglas.

. Senator Dovaras. Mr. Hooker, do you beliove the tariff on chem-
icals should be increased

Mr. Hooxrr. No, sir.

. Senator Dovaras. Do you think quotas should be imposed on the
importation of chemicals

Mr. Hooxer. I think that this shounld be possible in some cases. I
think, in an emergmcg, I have no specific—

. tor DovaLae. But, in general, you favor restricting further the
mg?;rtahon of chemicals?
. Hooxer. Yes, sir.
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Sonator Dovaras, What aroe the total Imggrfa in dollars, dollarwlse,
of chom{eals In this countrys do you romember! ,

Mr, ITooxen, The total fmporle-—well, lot me ses; I eannot give you
the figare, but it Is n)%mximm}y $500 mil)ion,

Sonator Douaras, - What are the tota) exporta of chemicaist

Mr. Hooxen, 'The total exports, sir, is n very eontroversial figure,
boeause, a8 published In any Government publication, they include
ohemleals and allld products, and you wonld be amazed low many
thlntgs can bo allied to chemicals, and so you get & great distortion of
what wo In the chemieal Industry rogard as res! chemieals,

Sonstor Dovaras, Can you remeibor what the Department of Com-
mareo figures are on cheinleals and aled productat

Mr, Hooxen, Tthink it Is npproximatol{ three times.

Sonnter Dovoras, A billion and a half

M, Tooxen, A billion and & half something of that kind.

Senator Dovaran, What are some of these allfed Yroducw!

Mr. Hookxn, 1 would Itke to say, sir, it Is my recollection, we in the
chemienl Industry would nceapt approximately $800 million as a res.
sonably neourate figure of chiemicals,

Sonator Dovaras, What nro some of theso allied productst

Mr, Hooxen, Tho others ato allled products,

Sonator Dovaras, What are theso allied {’foducts'

Mr, Hooxen, Thoy are Phosptmw rock; they are dried blood ; there
nro all sorts of strango th "F"

Senator Dovaras, T would imagine that the exportation of dried
blood would come to enormous dollar figures.

M. Hooxrn, As I say, these are examplos.

Sonntor Dovasan, Ylave you ever propared an analysis of the bil-
lion-and-a-halt figuro and Tisting the specifie allied-products items
that you think are not chemicals and the value of the exports of each

of thosot
Mr, Ifooxen, I think that there is in the room ene of m‘{ associates
who hns o Hst of soveral of those that T could—if you will excuse me

& momeont,
Soenator Dovar.as. Surely.
Mr. Hooxer. ore are somo of the things, Senator; fertilizer mate-

rial, such as dried blood; phosphate rock, coke ovens byproducts,

pharmaceutical preparations,
Senator Dovar.as. Excuse me; on that pharmaceutical products,

aren’t they chemicalst

Mr, Hooker. Yes. _They are chemicalsin a real sense,

Senator Dovoras. Isn’t phosphate really a chemicalt

Mr. Hooker, In the form of rock, I would not think so. Herbs,
leaves, roots, pigments, paints, varnishes——

Senator Dovar.as. Wouldn’t you say paints are chemicals?

Mr, Hookrr. Closely allied, sir, and this is the confusion, because
they throw it into something they call allied products. True, there
18 no question about it, The oil industry is very closely allied with the
chemical industry and, in fact, in many areas it is the chemical indus-
try, but still we talk about oil——

Senator Douvaras. The figures on ofl l|‘mb1ished by the Department
of Commerce, though, are separate, are they not !
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Mv, Hooxkenr, Yes.' ‘Lhore nve toilot preparations, turpontine %mns,
and other nuval stores. Roally, none of thoso things are what 1 think
wo hero aro talking about~—the chiemieal industry, “The fact is that we
oannot got an exact analysis to answor your question, becauso the fig-
ures simply are not available in an agcurato way, sir,

Senator Dovoras. But, oven according to your hguros, yout oxports
ﬁf w'hat, you would cl:mffy as chomicals approximately are $800 mil-

on

Mzr. Hooxer, Thoy ave more than-——-

Sonator Dovaras, Sixty percent move!

Mr. Hooxer. Yeos, sir. ,

Sonator Douvaras. Supl')oso wo imposad quotas on chiemicals coming
from abroad; mi;%ht not this load the othor nations to impose quotas
on chemicals coming from us and, therefore, would we not injure the
chomical industry more by that program than wo would help them,
taking the industry as a wholof

Mr, Hooxer, Sir, a great many, I cannot say all, but almost all of
the Furopean countries do impose quotas.

Stom\tor Douvarag. T know, but they might impose more rigorous
quotas, -

Mr. Hooxer. Yes, sir, it is a mattor of dogree. Thoy might im-
15080 ore rigorous ones, this is quite true.

Sonator Dovarag, The chemical industry really has mo puzaled,
bocause the export figures ave greater than the import figures and yot
wo havo thesa big chomieal comgxmios asking for either higher tartils
or more restrictive quotas, and I wondered whether it is only cortain
branches of the chemical industvy who feel this way,

Mr, Hooxsr. Sixy if I can make somo romarks on that, T am rea-
sonably sure that you have listened to enough speeches on this subject
to_recall that right after the First World War, Wilson himself
said that_the chemical industry of this country should nover find
itsolf again in a position where it. was dependont so totally on fomiﬁm
production, and so there was built into the law a protection for the
chamical industry. . . .

Tho chamical industry of the United States is very proud of itself.
It does not regard itself as an infant or & weak industry. Wo are
vory proud, we are very proud of the contribution we have made as
an industry to the security and the strength and the economy of the
ocountry. :

Wt\q\vant to preserve that strength for its usefulness and for its

rofit.  We feol that the trend is wrong. We are not asking for

igher tariffs, we are asking to let them stay where they aro long
enough to have a really honest opportunity to sce what the facts are.
hSexmtor Douvaras. You are asking for more restrictive quotas,
though.

Mtg. Hooxer. In some cases, yes, where necessary in an emergency.

Senator Dovaras. If you can export your chemicals abroad and
meet foreign competition abroad after paying the shipping costs,
why are you afraid of competition here at home from abroad?

Mr. Hooxker. I think your statement—there are obvious exceptions
to all statements, sir. I can only just give you my own experience
in our company. ) :

Immediately after the war representatives from Switzerland and
from Italy and from France and from England, Germany, came to
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m{ dooy, 1 live at Ningara Falls, and I opened the price book and
sald, “Well, wo have s0o much of this,”’ and they bought & groat deal
of our chomicals, That trade has dried up completely, There is
nonoe of it for us,

Sonator Dovar.as; What do you manufacturof

Mr, Hooker, We manufacture caustic soda and chlorine; proceased
chemicale, and then we manufacture detergents, things that go into
sonp, and go into tho manufacture of rayon, go into intermediates
for_dycstufls, for hleaching textiles or for dyeing textiles,

Wo have o very substantial plastics division in our company.

Senator Dovaras, May I ask what your company is?

Mr. Hooken, ITooker Chemical Corp.

Senator I'reaR, You also manufacture paradichlorobenzene?

Mr. Hooxen. Yes, sir; we do. There is a_product—and I may
oy, sir, if I may, pm't.ml’l in answor to you, Senator, tho thing that
bothers us, will you gontlemen excuse my back, I don’t know quite
how I can——- .

Senator I'nean, That is quite all right, . )

Mr, Hooxen., The thing that bothers us in the industry -is that
nlmost overy week, perhaps every day, during the last 2 or 3 years
one more product that we in the Hooker Co. have been makmﬁ, or
that somebody in Monsanto or in Du Pont or Dow has been makin
has fallen by the wayside because we cannot make it and deliver it
tit the doorstep of the buyer for as little as our foreign competition is
doing. .
And it i8 just such attrition that we want to stop. We aro still
vory healthy, as an industry—not right at tho moment, we could
stand o whale of « lot of orders, but we are not asking for a great deal
of sgmpnthy, sir, wo are asking for understanding.

We are asking—— : <

Senator Douaras. You want something more substantial than sym-
pathy, don’t you?

Mr. Hooxer. Yes, sir. L .

Senator Dovaras. I mean sympathy is pleasant emotionally but
it is not of much aid economically ?

Mr. Hooxer, Yes, that isright.

Woe are just trying, if we can, to he let alone under present condi-
tions long enough to see if under these conditions we can continue to
exist as a— . -

Senator Dovoras. Are you afraid more of what may ha(i)pcn to
ym(\l in }he future than you feel injured by what has happened to you
to date : i » A

Mr, Hooktr. We know——

Senator Douvaras. Is it the future that you fear rather than the
present{ o

Mr. Hooxer. It is the present—the present has not been extremely
serious—it has been scrious. You know to the fellow who has lost
his job, it is a depression, but-to his next-door neighbor, who is
working—it is a recession. But some people have been seriously hurt.

In our case, because most of our things involve large freight charges,
why we have not been so seriously hurt. But our problem, our imme-
diate problem, is that a great many of our chemicals go to the com-
panies who have been hurt, so we are losing our gustomers in this
country.
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Scnator Dovaras. Mr. Hooker, I do not want to prolong this too
long, but in 1930 bocause such pleas as this and at a_very similar
timo, because thore was high unemploymont then, we inoreased the
tariffs and almost immediatoly in reprisal for our ineronso in tarifls
thotl‘)ummm\ nations incrensed theirs, and also bogan to imposo
quotas.

Now, aren’t you somowhat afraid that if we were to impose quotas
a8 you wish, and if the Tariff Commission were to impose quotas
which you angg[o;st, and, as you suggest, we made it rolatively im-
wssible for the President to overrule them, that tho net result would
0 that tho foroign countries would then begin to still further restrict
the importation of Amorican chemicals and that would hurt the
Amorican chomical industry more than you would be helping the
clﬁomi((i:;l industry here by imposing quofas on goods coming from
abroa ‘

That is, haven'’t you more to lose from a tariff or quota war than
you have to gain and haven’t yon more to gnin by fmt.hng the nations
of the world to reduce tariffs and quotas than you have to losat

Mr. Ioorrn, Sir, as wo havo said hove, wo are not opposed to a
truly reciprocal trado agroctuent,

It is our feoling that as it has been administered the results have
not been reciprocal for the chemieal industry of the United States.
Senator Dovraras. Can you back that feeling up with facts, sirt

Mr, Hooker. Well, no, I do not think just at this point T can back
that up with statements that would he relevant here. But this is
poerhaps & high degreo of emotion but I think there is a high degree
of fact also that could bo snmmrted.
¢ Senator Douglas, I would be very glad if you could prodice the

acts.

Mr. Hoorkr. T would be delighted to attempt to,

Senator Douvaras. In a supplemental memorandum.

Mr. Hooxrr. To supplement that statement for the record, if you
wantld like to have it.

Senator Dovaras. May T ask if there is a representative of the
State Department present

I wonder if we could ask the State Department to submit a memo-
randum if they have not already done so, on the concessions which
they beliove thoy have obtained from foreign countries under the
reciprocal trade agreements.

Senator Frear. Does the Senator from Illinois desire the Chair-
man to request such information ¢

Senator Dovaras. I would like to have him do so if he can do so.

lSler;ator Bexxerr. Is the Senator referring to chemicals specifi-
cally ‘

Senator Douaras. Not only chemicals but other commodities in
general because the same charge comes up from time to time the recip-
rocal trade program is not reciprocal, that under it we make conces-
sions but do not obtain corresponding concessions from other coun-
tries, and 1 would appreciate it very much if we could have a tabular
presentation of the concessions which the State Department believes
we have obtained from abroad together with the concessions which
we have made, so that we can bring it out of the realm of emotion
on either side into the field of fact.
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Mr. Hooxer. I would rather, sir, have an opportunity to get some

facts—

Senator Douvoras, Yes, I understand.

Mr. Hooxen (continuing). Than to try to glve—

Senator Dovaras; I hope, Mr. Chairman, that Mr, Hooker will be
freo to submit such a momorandum and it will be printed in the
rocord at the conclusion of his remarks this morninf.

Mr, Hooken. I would be very happy to do so if I have your per-
mission,

Senator Frrear, You may do so.

(The information is as follows:)

SYNTRETIO ORGANIO OHEMIOAL MANUFAOTURERS ABSOCIATION
oy T1iy UNI1TED 8TATZS,
Neow York,N. Y., July 2, 1958.
Re hearings, H. R, 12501,
Hon, Haxay F', Bysp,
Ohkaf{rman, Senale Commities on Finance,
Senate Oftce Building, Waahington, D. 0.

Drar MR, BYrp: In accordance with the roquest of Senator Douglas, made of
Mr. R. W. Hooker, president of this association, at hearings on the above bill
on June 27, 1038, there s enclosed a supplemental memorandum on behalf of the
assoclation pertaining to the point that the administration of the trade-agree-
ments programn has not been truly reciprocal insofar as the synthetlc organic
chemlcal industry 18 concerned.

Yours very truly
' 8. STewarr Grarr, Seorefary.

SuPPLEMENTAL MEMORANDUM H, R. 12691, 70 THE S8EXATE COMMITIEZE OX FINANOE
IN REsPONBYE TO A REQUEST TO A REQUEST FroM SzxaTOoR PAUL DouclLas, o

ITrrinors

On June 27, 1038, Mr. R. W, Hooker, president of the Synthetic Organie Chem!.
cal Manufacturers Association, appeared before this committee and during his
testimony was interrogated by Senator Douglas, of 1llinois. In response to a
question, Mr. Hooker stated, in effect, that the assoclation Is not opposed to &
truly reciprocal trade-agreements program, but that it feels the administra-
tion of the present program has not produced reciprocal results for the organic
chemical industry of the United States. Senstor Douglas requested that this
opinion be supported by a statement of facts (transcript, pp. 1266-1267).

The organic chemical industry of the United States has found it increasingly
difficult to export many of its products. In some instances, forelgn countries
which formerly were export markets have practiced numerous devices to restrict
organic chemical imports or to establish absolute embargoes. Many countries
of the world, including the Soviet, are establishing or expanding thelr organic
chemical industries. These efforts are governmentally encouraged to provide
these nations with equipment and know-how, which {s essential to the conduct
of modern warfare of either an offensive or defensive character. Just as the
United States after World War I deemed it a prudent national policy to foster
and encourage the development of a strong organlc chemical industry in the
United States, today the United Kingdom, Soviet Russia, Italy, India, West
Germany, and other nations are following the policy so vigorously suggested to
the Congress by President Woodrow Wilson.

It 18 almost impossible to introduce certain synthetic organic chemicals and
chemical products into Italian commerce. Aside from {ts conventional import-
licensing system, which may be administered unequally, a wide variety of re-
strictive devices outside the fleld of tariffs are employed. For example, a com-
pletely effective embargo has been imposed In Italy barring the sale of certain
American-made organic dyes and intermediates. In order to import these prod-
ucts into Italy it 18 necessary for the American exporter to disclose the complete
chemlcal struetural formula of each product. S8uch disclosure of unpatented
information would reveal carefully guarded trade secrets to the private import-



FLive ' v

ti s

902 TRADE AGREEMENTS ACT EXTENSION

ing party In Italy and also to Itallan governimental 6fMicinis, An f conxecquénce,
exportations of thiese chemlenls to Ialy havo coased, .

nother example of a restrictivo dovico is tho practice followed in tho United
Kiugdom of not granting Il(l:(‘)Oll eennes for otganle chomlenls (o Instnsicen
whero a aimilar product is produced In that natlong In other Instrnces, the United
Kr'(?dmoltl“ perniits only token tmportatious to supplenient its own domestic
productions,

8ince the conclusion of World \War II, foreign countrlies, particularly Franco
and West dermany, have increnzed rather than decrensed thele tarlff vatos
fhsofar as cortaln organtc chemleals nre concerned. '

The Comnltteo on \Ways and Mcaua of tho House of Ropresontatives, In ro-

cting out 11, R, 12601, proposed an nmendment to oxlsting law requiring tho

>reatdent to subinit a report to thie Congress of “tho results of nctlon taken to
obtaln removal of forelgn trade restrictions (lncluding dlseriminntory restelc-
ttons n{(amat United States exports, rewpining reatrictions, and the measuros
nvatlllab”e to meck theit removal In accordanco with tho objeclives of thins
sectlon,

1t Is significant that the Ways and Means Committeo found It uecessary to
direcet the President to seek the removal of discrhiminatory reatrictions against
Awmerlean exporte.  If the admlnisteation of the et over the past 23 years had
resulled In tho climination of reatrictions 1t would not have been nocessary for
the Mouso of Repreeentatives to incorporate this provislon In H. R. 12601,

The assoclation is aware of balance-of-pnyment difficulties of many foreign
nations and of obstacles which must be overcome to achieve a substantial con-
vertibility of currencles. Kfforts of the United States to amellorato these cone
ditions have been attempted outside the adminlstration of the trade-agreeients
program. Yertinent In this connection 18 the Ninth Report of tho United States
Tarl® Connnisston, Operation of the Trade Agrecments Program, July 1033 to
June 168 (p. 231 ot 8eq.). .

“Of the 43 countries with which the United Btates had trade agreements in
force during all or part of the perlod from July 1, 1055, to June 30, 1086, 27
resirict (mporis for dalance-of-paynents recasons and diseriminate befiee’ n sources
of supply. There ave 23 general-agreement countrles in this group, as well as 4
countries with which the United States has trade agreeiments on a bilateral basis.

] L ¢ ® (4 * .

“Although the general agreement 1ays down the rules for tho relaxation and finat
elimination of quantitative trade resirictlons, €t {s not intended to de an {nsiry.
ment for tho solution of tho dasio prodloms thal make such restriotions necessary.
It therefore remaing for other agencies (0 dring adout such {tmprovemonts {n the
internal cconomio and financial conditions of couniries as tiil assist them to
overcome {hefr cxlernal coonomio and financial digteuliies. The reduction of
tarlffs under the general agreement, although & type of cooperative effort among
countries for & particular purpose, does not in itself lead to cooperation in the
use of financial ald from the United States or In the solution of such problems
as the increasing of production and productive efficiency, improving the balance-
of-payments position by increasing exports, combating inflatlon, and attalning a
balanced external financial position that will permit currency convertibility,
Solution of these problems has been the speclal responsibility of agencles that
have no direct or necessary connection with the General Agreements on Tariffy
and Trade, yet have worked toward the same general objectives as those sought
by the general agreement. ¢ * ¢

- “Most of the countries with which the United States has trade agreements made
additional progress during 1055-568 in overcoming thelr external financlal diff.
culties. They continued to match this improvement by further relaxing quanti.
tative trade controls and exchange restrictions originally imposed for balance-
of-paymentsreasons. ¢ * ¢ _ ; '

- S“‘General tariff revisions by a fow countries during 1955-56 and numercus up-
ward adjusiments in Individual rates of duly by almost all countries replected
the gencral tendency—noted in the Tarlff Commission’s last two reporte—for
countries to increasd the protective inoidence of their tariff's as they progres-
sively eliminate The more direct forms of frade oontrol, such ag quotas angd im-

jort -licensing.”” [Emphasis added.) ’ S < '

This memorandum is not intended to be comprehensive or all-Inclusive support -
of the'iassociation’s position- that the administration of the trade-agreenrents-
program has not been truly reciprocal. The few instances cited are, however, in
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accord with othér Mmlinz data and ndditlonal examples of discrimination agalnat
the exporiation of domesticnlly produced synthetic organic chemlcals can be made
available.  Weo belleve, however, that further specifications nre unnecessary,
!mrllculnrly In view of the lim§ted time allowed ux to filo this memorandum for

nelusion In (ho printed hearlugs,

State Dopartment to pro&mm such a memorandum ?
Senator Fnear, Yed; the chairman of the committec will,
Senator Dovotas. 1 thank the chairmnn,
('T'ho memorandum requested is as follows:)

Sonator Dovaras, Did I understand the chairman requested tho

Tavin 1.-—Changes in tariff levels and in United Stales exporis lo countries with’
which trade agreements are now in effect

Tarifl lavel § Unlted 8tates esports (million
dollars) fml
Country [y y
1837 1087 Perocat 1997 1953 19879
change

Argentinald.......... [P .8 3.0 -84 94 104 %3
Austrsiia. . 28 9.0 -~08 n } 212
................. 143 89 -8 3 [/ &8
[0) .3].......... 245 631 1,137
21,9 4.0 -8 [~ ] 24 442
'0) 8247 |eeenenn e 7 (]
13.0 $10.3 -n 491 2,441 3,905
2.5 18,0 -16 2 7 13
250 .9 +1t 24 ] 198
) JO.&fecenne..... [} 4% 618
........... 64 128 -5 17 ] -
) 2.3).ceannen... [} g 74
0.7 n? -43 4 50
185 15,4 -18 12 by 34
21,9 8.9 -73 1 3 [od
20 6.4 -1 I} ] 38 34
................ () “ [] ] 10
1211 1183 -3 [] 0 86
44.8 1352 ~31 [} 29 ]
28.8 £22.8 -n $ ] 42
“ 1541............ (] 13 0
Y] 2.7 -~28 [{] 153 [t ]
8 $22.01. . 90 155
¢ 119.2 104 100
7.9 0.2 ~2 [ 2 3
S | D) B TR
) PO e = i i}
180 9.3 ~42 24 31 “
164 2.9 +46 3 24 »
. 131 4.8 ~60 . (] 8
"28.3f. 118.8 -40 1 7 1n
162 $10.7 -3 19 119 198
........... - ¥ FUSOURIN PO 8 20
a9 5.8 -7 (] 102 20
181 59 ~63 L] 134 F- 4
3.0 117.0 -4 15 €5 130
124 181 -35 ] am 33
. 41 23 -4 50 712 ),329
® V] PO & 13 528 £9
2.0 128 - 46 813 1,060
18.6 59 -6 {...... vovees)errincinee PR P

1 Ratio of customs réoeipts to value of fmports. Customs recel,
n;,bsPt%(tgluy simllar rstes on equivalent domestic production.

1 Bllateral sgroemen
§ Not avallable.
31988,

pts do not liclude revenue tases levied st
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Tantn 1L~ Beamples of Uniled Slales exporls of producta aubfect to rade agreement
eonezaafons

The following statement cnts specifio examples of commoditios on which
the Unlted Btales has obtalned tnrlﬂ conceasions from forelgh countrles under
the trade mgrecinents «i)rogrum and in which United Htates oxporis to those

countrlos have Inoreas
{14 thousands of dollsrs}

United Btates ssports

197 1953 197

8,048 2,3% 6;:’60

8
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Tasun Il.—Ezamples of Uniled Blales exporls of products subject Lo trads agresment

conceasions—Continued

(a thraseands of doliars)
Uniled Btates e3norts
1937 1043 1947
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Tantw 1.~ Kramplea of {/nited States experie of products aubfect to trade agreement

doncessjons—Clontiniied
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‘Tavi v Y~ Feamplea of United States exporfs 0 products aubject to trade agreament

coneeanfons— Continuad
(ta thousands of dollacs)
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Tanuw IL.—Rramples of United Stales esporia {mdum aubject to trade agreament
conceasfons-—Cont

(o thousands of dollas}
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Tanre 1L—Illustratlve Hat of concession {teme 10ith value of United Hialcs
{mporte in 1053 and IN57

Impotts in $1
It Achedula A |_ 1Pt 10 41000
No. (1957)
1953 1967
) Sch«lubl chetnioals , and pn!nll.
thyl aloo "fao 'g.mm) ............. STSTUUON B 7T S I W17 125
('nldum carbide. . cou 247,100 e 2l
Acetanliide. ... .. A040, 100 1,847 3,79
Ao and fast color sa 540. 70 152 o3
Fast color haaes 8040. 740 %0 78
Textile mbunu and derivatives . 5040, 700 18 M5
Nwhlhol AHand derlvatives. ... ... ..........eo.a £040. 770 m (-4
(*oal-tar colors, dyes, and stalns, not elsewhe 5050, 200 64,203 7,001
% ‘o-l tar modlclxuh not specinoally proyided 8070. 900 2,21 1.8
3127, 100 1,39 2,618
8127,200 108 429
8170, 180 1,03 2,7
5170. 870 0 o
s et mu | | 08
r s 1 L RSP, X
ﬁcbfdulo 1, u'rlhl urlhcnw
No‘ over o 12 In 8841, 7 4,042 3,872
Over 0.001 Inch... wl.ng 5070 490
sgacrite, bumd 8723 000 24 o
hrbhmd breocta block. £080. 20 791 1,103
Marblemonumnents, 000, ....ooooeor it 5090. 320 1,038 248
Bhﬂt rlass, over 26 ounces, square fcet, over 2,400 suare nches.. 8300, 630 ;g ), 0%
Ami ;)Ilm £250. 200 I
Tousehold china, 25 peroenl or more calcined Hone, decorated ueofng 2,987 2,932
Tousehold earthenware, deconled. wocmcd slzes and values 8370.21 3,687 3812
8chedule 3, metals and manufscture
P'ig fron, no alloy, over 0.04 pemnt pbupbonu ................. v 06003. 200 2,07 12,004
BLOCl WL FODO.... . ccvanecnzosceenssoimaennenns U, 000 1,18 8279
Enameled oralazed household utenstis. 8161.000 7% 1, 460
Alumlnum household and hospilal ware 6304. 000 3,747 3,495
gsten. ......... €233. 700 ), e, 674
hbbm meul And s0le! 508, 100 3,087 1,98
OOFO8.ccuenrcnancnnns 6557, 000 9,728 0,075
Printing prosses...... 7800. 200 a9l 1099
MotoreyoloS. .oueveeeinuonn.n.. 7940. 100 3,708 12,878
’lmnn boals not over §18,000,. 928150 1,497 4,353
fewing machines $19 Lo §78 cach .. 7580. 300 zo.% 28,208
Tyansiormers and paris.... 7000. 010 1, 4,214
Radin appualul lnd K0 640 3,208 15,328
Echedule , wood and mmutmum of
f. 1as-fir lumbu. dressed. . 4104.020 31,676 45,004
Blrc sod mar veneer...... 4209. 600 0 9,7
amboo and dags...... %ooo 978 817
ldure snd mirror...... 410 ur 444
Scbedule 5, mnr. mo} and
ane sugar, 1610.009 47,888 81,928
imdlblc mol 1640. 000 33,004 35,108
hpluunr... 1631. 000 3,809 2228
............................. eniiieeies] 684,800 80 %9
Sebcdulo 6. nnd manuhcturu of—
Tobacco leaf for
Wrapper, u emmed 2001. 000 4,198 3, 204
. Filler, stemmed 2004. 000 14,679 12,755
Cigars and cheroots... 2621.000 2,50 3,000
8chedule 7, Jturs) products and provisions:
Brasil nu lbelled.................... ........ sosenesnrer [P 1356.000 3,534 4, %0
13%0. 410 75% 2308
:m«m 2,456 7,851
hnxe } 1,9 »
001%. 000 % L41S
Mac 0054. 300 560
Halibat o oot Y 1,008
SdiSl e umwum.mduhuhe ........... eeesassccocnncencss| 008 81 §78
ule its, v
B b Pl | s e
Vermouth, in utnersl uon less 173211 8, 4% 7.6%2
Mals liquors........ coesercnccnsennena 1770.810 7,12 1L ¥4
1720. 110 100 40

8ee footnote at end of table
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Tante L~ Hlustrative Hat of conccaston iteme with value of United Slales
lmnm u n mss oml m&L—L'ontlmuu!

Ttem

Behoduke 9, cotton mamifacturee:
Unblaehed colton eloth... .o oeeeeoeee e eeeeeeeeaeeeannn. 1

Cot’on handkerchlefs, blached hemmed or hemetitehed .. ...

Cotlott hand-hooked 1gs ..o
8 h«luk 10, flay, hemp, Jule, mnl nm\ulnclmmol
Jute g, ganny e}oth 32 otinew per aquare yand. ..., e
Flax table damask and nu\\\llmchm LR
Not over 13 threada peeinch. ..ol Ceseennnsnonans .
Over 130 threads perfnch. i iaiaianna ve-
Mauta conlage:
Not under §( ineh diameter
Undee 3¢ fuch diameter. .
Cunts and (n Inea of hany Aber
Behedule 11, wool and imsnufactune of -
Woul &% and fiier hot elsewhere apecifiad:
(h«\\y orwashed . L.l [, ceeenies

\\'ool nT' nut orbonfred
A)) onl fabrics, not plle, over $4 e pmm-!
L0 8 ounees per gquare vand. .

8!0 10 GUTOeS PO SQUATE ) vand..
Oulﬂ\mr knu of corchetad, not #y }

&b«lnk‘ 2, mk nmanufactitros:

Sk Pm. P, notdysl L eeretctiienaeaaans

8ilk colontd, over $3.80 per potinid:
\olJn uard red, not over W nehes (oo
Jncqusn '\mm nol ‘over 8 Inches. .....
‘m Winches. .oooiiiinen
Si\k hmdh\nh u\m(ﬂ. over §3 per doeen cach. ..
Sehatule t matmmmn« of rayon of other aynthetto textl
h)mhe fabrioy, In picee, not specifically peovided for. .
.\mlhellc I I i iiiiiiaieiiatceieccacntecaenncaznan
m\ ﬂc omemmr, not knit o crocheted. ot -mlﬂmuy

Uncmt hmk and \ﬂu!ln%m e not speeifically peovided for ..
not m«l \ly provided for .......

pheerd deawlngy ool iiiiiaieneas
l’ﬂnt(:\‘i?m\neﬁ‘; peelfically [\tovldod for, foreign authorship. ..
& s

I«!h«. mens’ and boy®, welt......ooolel cererreesnante
lhnd \\wmnumther. except replile. . .-
§lﬂ\hﬂ‘ nulomome, motoreycle, lmck, md bus

Cotton handkm-hkh, machine-made M over '0 contsadozen....
Collon laces, mlw 12 pomla <t finee, independent beams

r——

Aol SRRl A ST LU S
(E}gg&ki o?ll“ﬁxm }::te lx)z'iﬁ&'bxr'é ................
{‘F&»‘ﬁ“mm T :

Lo £Y S 1Y) < S TP

Plano a«x\«lbm, with 120 or more bass Xeys.......
Musie boxes and parts not specifically pmvldcd for
Dolls, not specifically peovided for. ...l
%mna animals, no speing mochmhm not els

Behedute A
No. (187)

I [

X0, 001 —
AT, 00

SHA. 000

X0, 40
30 0600

17,008

I 198
3447, 500

12300

|

lm;\mh fn $1,00

1953

0.0

103
4,031

sLm

283
1,618
(41

400
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Tamk 1H.—-1livstrativo st of conccaslon {tems with valuo of United Kiates

finports {n 1058 and 1957—Continued

Imports In $1,000
flemn Hchedule A | | e
No. (1957)
195 1937
Free lst tatable:
Reeame seed. 7434, 000 1,204 2.376
Cedar niding. 4110000 10,78 8,24
[ L vesesn ... L8, 000 1,718 1,544
Peltoleum, crude, undes 28%. ... i i 082,100 05,388 194,761
l‘elmleum aephslt, Mquid........ ... .. wis. 100 145 8, 852
‘crslan lamb and caract 0711, 29) 2, 4% 21,2m
Hananas............ 100000 0111 o, 818
Tapioca and carsava 1728, 000 6N 7:&89
{‘ocon of cacan beans . ......... . 1601, 300 167,78 | 134,708
Tea, not epecifically provided for. ..oieavennnininnnnnnans 1531, 000 41,101 50,618
Jute, unmanufgctured. .. .... . 3UL0D 14,676 15,343
Abacn or Maulla Aber. . 3403. 000 23,39 17,744
Binding twine. ... 3411.000 7,499 4,331
Haw ik [n skeins 302000 2«}9'1) 21,035
Mahogany logs_......... 4331, (00 L 030 3,68
I'glpwoon]. murb. HHUCE. . ... 410, 000 1,40 8,371
¥ oo pulp, sulfite, unblesched. 402.000 9,14 B.uA
Christinas trees, oyergreen. 4080, 200 , 502 6, 2%
Plows and cultivators . ... 70, 000 4,45 3,081
’rypcw:llm ............ . 7788, 000 4,08 18,956
DIamonds, rotgh or uncut, gem quality. . . &40, (00 87,081 77,142
‘T'in Varg, blocks, ples, el¢ ............ temeeraes craeranans vee 8550, 000 176,88 121,31
Coball MefAl. . s ieeieiinarariisiaiinaninnns . 6041, 000 NN NN
Chrome orr:

Chemieal grade. ... 6213. 100 2,294 3 538
Mectallurglesl gras 6213. %0 “,:g 43,004
Helractory grade.. . 0213. Lo 8, 10,122
Bayllfumore ......... cesese €270. 000 d) 2.%

Nickel ore and matter..._... €540, 600 ™ &
Ammonlum sulfate (fertilizer 8500. 000 22,970 V0
Creosole ol .......ovueee.e #001, 9.2 w48
Nengene, ...... #010.030 7. 408 14,516
Cresolz snd creaylic acld, crude, 8010. 1,178 1,478
Naphthalene .. ..ooeceennnnenen . 010. 2,8%2 ilu
! L LN $300. 010 1,008 70
Bodlum xulfate, crudo (salt &338, %18 1,450
8odium cysndde.....ee.u.. 3. (000 6, 502 8 &4
Furlural . eoeeneiinonan 39%. 640 (O] 3198

Not available,

Senator I'rear. Senator Williams?
Senator Malone?

Senator Marone. Could the chairman make a further request fro;
the State Department to furnish the lists of commodities included in
all bilateral and multilateral trade agreements, just a list of all

sparato commodities?

Senator Frear. I am sure the chairman of the full committee would
extond the same courtesy to you as he did to the Senator from Illinois.
Senator Maroxe. The quicker we could get it the better we could

question some other witnesses on it,

('The bilateral and multilateral trade agreements previously filed
with the committee at the request of Senator Malone (see
list the commodities on which the United States has grant

cessions.) .

. 45)
con-

Senator Maroxe. I am very much interested in your testimony

and also some of your answers on cross-examination.
Where is your headquarters?
Mr. Hooker. Niagara Falls, N, Y.
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Sonator Marone, Aud the Synthetic Organic Manufacturers?
Mr. Hooken. The headquarters of that organization is in New York

City.

.‘:’)mmtor Matone, It is?  Your own company is in Ningara Falls?

My, Hooker. Yed; my own company,

Senator Marong, 1low many companies are included in this Syn-
thetio Organie Chemienl Manufacturers Associntion?

My, Hooxsxr, I think 08,

Senator Marone. Substantinlly all of the companies?

Mr. Hoorrr, Yes, Virtually—not all of the chemical companies,
thore are soms who are not synthetic or organic chemical manu-
facturers but it is the great overwhelming bulk of the chemieal in-
dustry of the country.

Sonator IFrean, It produces about 90 pereent of the total output of
tho synthetic organic chemiceals?

My, Hooxkr, Yo, sir,

Scnator MaroNe. You have a very interesting statomont, ‘I'here
ave 237,000 employces located in 766 different establishments in 42 of
the 48 States,

Mr, Hooksr. Yes, sir,

And a payroll of over a billion dollars ns I say there, too.

Senator Maroxr. Yes,

It is a very important industry. I heard you say, in answer to &
question, that you wero not asking for any higher tarifls,

M. Hooxekr. No, sir; wo are not.

Senator Marone, Do you understand this 1934 Trade Agreements
Act in its final objectivest

Mr. Hooxer, This, in all modesty, I probably should say “No.” I
probably should say “No.” I have tried to understand it, sir,

Senator Marone. I think that could apply to all of us, because wo
all find unsuspected things the more we study it and T have tried
to study it for 12 years here.

What is the ultimate result of the principle laid down in the act?

What do you think could be the ultimate result?

First it was a 50-percent reduction, then another 50 percent, then
15 Qercent. at 5 percent & year.

Now it is an additional 25 percent. That would be of what was
loft each time?

Mr. Hooxer. It i3 just attrition, sir. It is the gradual wearing
down of the chemical industry which has been built up and which has
made a magnificent, and we think, a truly magnificent contribution
and is making a contribution to the country.

Senator Mavoxe. I agree with you.

. I was in that First World War with a battery of field artillery over
in France when we did not have any chemicals here at all.

Mr. Hooker. That is right. .

Senator MaroNe. I do remember what you said, that it was con-
cluded by the powers that be that that shiould never happen again.

But isn't it on the way to happeningt

Mr. Hooker. This is our fear, sir, this is why we are fighting to
keep life in the body; it is much more fun to breathe than it is to—

Senator MaroNe. Of course to me the terrible thing that has hap-
pened to the Congress of the United States, is that they would adopt
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a policy of only dofending an industry that is necessary for national
deofonse, ‘T'hat immediately puts overy businessman’s head on the
block that cannot show that his product is important to national
dofoenso and, even if it is important to national defense, he has to show
gorious injury.

‘I'hat i8 true, is it not 7

Mr. Hooxen. That i Tlito right.

Sonator Marone. By the time you can show n serious injury to an
industry, sometimes it is too lnte to apply any remedy, isn't it?

Mr. Hooxen, That is our fear; yes, sir. T'hat by the time you can
show sorious injury thnt yon may have lost your ability to survive.

Senator Marong. 1 think that is like o man having tuberculosis
that could not be treated until ho could show that he was about to
dig——

My, Hooxken, That is right.

Scnator Marong. Sometimes that might be too late.

Mr, Hooxer, ‘That is right, sir.

"T'his is our fear.

Sonator Maronr. In 1034 at the time of the passago of this act
wasn’t that he first time any such policy of theory was ever adoptmf
by the United States?

Mr. Hooxrr, "T'o the best of m{ knowledge.

Senator Maronr. Wasn’t it this countlx’a rolic for almost 150
years, from the time of the first Tariff Act in 1780 until 1934, to
simply protect the workingmen and the investors in this Nation—up
to the point, at least, of the differential in the cost of production here
and in the chief competing nation ¢ .

Mr, Hooxer. That is my understanding, and I am fully aware of
the fact—I cannot say that I have compietely read your very fine
volume on this subject but I have read enough of it to know you have
becomea very real student of the sulg’ect.

Senator MaroNe. That was my first effort but I just could not, I
cannot yet, understand how you get the American people in a frame
of mind that when a business starts to make money you must
destroy it.

Mr. Hooker, Thisis our plea.

Senator Marone. I know and you should not have to appeal to
Senators to stay alive another 6 months. We should have a policy.
Now, how can you invest money in any business that can

destroyed overnight by an Executive order from Washington?

On what t,heorly would you invest it in the first place?

Mr. Hooxer. 1t just would not happen, sir.

1 mean banks won’t give it individuals won’t give it, a3 soon as this
becomes apparent or possible. )

That form of investment capital will disappear.

Senator MaroNe. Well, isn’t it apparent now?

Mr, HookER. Yes; stire.

Senator Maroxe, Well, ;ou know that Secretary Dulles testified
here on Saturday that the President could trade a part or all of any
industrg to further his foreign policy, if he, in his judgment, thought
it would help the overall position of the United States and his foreign

policy.
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CMe Hookew § know he did. T vend it with fewe wined trepidation,
niv,

Sonntor Maroxe, Welly he testified 35 years ngo to the smne thing
under my questioning just as ho did on Setoeday.

Lo ulso testitied, and so did Seeretney Weeks, by the way, and you
probably know Seevetary Woeeks in business,

My, Hooxenr, Yoy, sir

Senutor Maroxn. A voery sueceessful husinessnmn before coming
down here to Washington,

You probably alse know then that both of them testifiod that (o
8 foveym cmn{wlili\'n uations, overy ong of them o member of the
Qenova setup, that thoy make these agreements or geneeal agrecments
on tarifls md teade, contnining nownltitude nI}(])I'mlll('(S. several
thousand ¢

Muv, Hooxen, Yog, siv,

Sonator Marone, Aud My, Dulles also testifivd that weither the
businessiwen. of the country nor the Senutors and Ropresentatives
waere allowed to find out. what. was going to e bavgained nway. Thy
wore not informed until aftor it was signed, sealed, and :l’ulivmw{

You know that ¥

My, Hooxenre Yeg, sivy 1 hoped that some of theso suggested vo-
visions will protect us ng manufacturers in having--- - -

Somator Marone, 1 hope they will.  But [ think [ hnve nows for
you, ns long as tho constitutional vesponsibility of Congress to regu-

ato forvign trado and adjust the dutios, excises, nid imposts, remaing
in the hands of au executive, who may teade those industries at will
if ho bolioves tha overall vesult will bo grond, T think yon arve going to
be in just the samo position vegavdless of any amendments,

I vead somo of your testimony heve; unfortunately 1 had another
committeo meetin g

Me. Hooxer. We feol this should be taken away from the Presi-
dent.  Wao shonld not rely on the judgment of one man who eannot
possibly be an expert.  1le may well bo an oxpevt in_what is an
emorgeney national intevest, but he cannot. bo an expert in all of the
products of industry, and theiv relation to our economy, and our
mternational welfare,

We do think that the Federal ‘I'rade Commission, because of its long
axperience and constant. attention to these mattors—-

Senator Wintrays, You mean the Taviff Commission?

Mr. Hooker. Tho Tariff Counnission, I meant to say.

I misspoko myself. The Tariff Commission, because of its lon
attention to these matters, is moro expert and that their advice shoul
be sought and substantinlly relied upon unless the President, for
reasons which he may know and which may not be known publicly
or can be given proper cognizance by the Tariff Commission, wants
to overrule them.

Senator MarLoxE. That is what you have in this act.

In other words, he can overrule it and does overrule it.

Mr. Hooxer. We think that the Congress should have the right
to change that so that the Congress has the control rather than the
President.

Senator Maroxe. I am afraid you are for the Constitution of the
United States.

Mr. Hooker. Yes, I am, sir.
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| Smm:m' I'nkanr. Doos that jeopnrdize our timo by that stutement;
does it.

Senntor Marone, [ don’t know anything about the time, I know
that. you have gol something here you ave trying to foree through
hore without any proper questioning and I think maybe you are
going lodo it,

Muybe you arve going to vegrot it nflerwaid,

I would like to urk n couples of more questions,

Senntor Krean, Surely.

Sonntor Marone, ‘I'hat is what the Constitution of the (fnited
Stutes sayd,

My, Hooken, Yo, sir,

Sonator Murone, ‘That (Jonrrosn shinll regulate forcign trade and
ml{uxl. the duties, oxcises, and imposts that we call tnriffu?

Mrv, Hooxer, Yos, wir,

Senntor Marone. Article I, section 8,

But this Congress in its wisdom, passed an act, in 1034, and havo
oxtonded it 10 times, that. washed their hands of that eonstitutional
responsibility and put it in the hands of an Kxeeutive. 'The Con-
atitution hns alvendy put in the hands of the Fxecutive the responsi-
bility of fixing foreign policy.

‘The Constitution pointedly sepnrates the two and Congress tied
thoin togethor again under the lxccutive, and he does this without
an¥ roferonco to Congress whatsoover, ]

Mr. Hooken, That is right, It is our hope, sir, that Congress
will take back the constitutional powers which were presented to
them back in 1789,

Senator Marone. All you have to do is sit still and let this act
oxpire and you would havs it, -

fr. Hooken, ‘That would suit me fine,

Senator Marong. 1f we lot that act expire then do you understand
that the procedure is to go right back to the 1930 Tariff Act under
which the Tariff Commission nd{'uste the tariffs on what you might
call n basis of fair and reasonable competition. They adjust that
floxible tariff on each product at all times either on their own motion,
or request of the President or Congress or consumer or producer, to
equal substantially that difference between the cost of producing an
article here—not the high cost or low cost, but the reasonable cost—
and producing that same article or a like article in the chief compet-
ing oreign country and that is their tariff.

{r. ITooker. That is right.

Senator Marone. That is what you want, isn’t it?

Mr. Hooxer. That is right; yes.

Senator MaroNe. And that is a principle upon which you can go
to n bank and borrow money ; is it not?

Mr. Hooker, I agree with you thoroughly, sir.

Senator MaroNe., And you cannot borrow money under the current
conditions at all.

Mr, Hooker. It becomes increasin%l_v difficult.

Senator MaroNe. Some of these chemical companies—I do not re-
member the names of them, we have 3 or 4 chemical or electrochemical
companies in Henderson, Nev.——

Mr. Hooker. Yes, sir—Stauifer,
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Sonator Marone. Yes; and they ave slowl{ going out of business.
They Inid off 500 men in the titanium industry last year because we
imported more titanium, that now high-ratio weight-strength heat-
resistant metal, from Japan where they paid 22 cents an hour for
labor, as against what they paid in Henderson, than was produced at
the Henderson plant which formerly produced half of our domestic
consumption,

Mr. Hookrr. Yes, sir,

PS(:;nbor Marone. Half of it was produced in New Jersey by Du
on

I have not talked to any of them but I expect they may take care
of them, too. The boys down in Henderson just could not understand.
They had nice houses that they are paying for and they thought every-
thing was all right and suddenly they are on the street——

Mr. Hooxrr. Yes, sir.

Senator MartoNE. And they are in the same condition all over the
United States; 8 million of them,

Mr. Hooker. That is right. . )

Senator Marone. What happens if we don’t extend this act and it
dies on midnight of June 801

After 60 days’ notice to the Secretary-General of the United Na-
tions any product under a multilateral agreement would revert to the
Tarift Commission, an agent of Con%ress, and the tariff could be regu-
Iated flexibly on the basis we just explained.

Upon 8 month’s notice to the nations with which we have bilateral
trade agreements made by the Secretary of State, those products would
revert to the Tariff Commission on the statutory rate to be regulated
in the same manner.,

You understand that?

Mr. HookeRr. Yes, sir.

Senator Mavone. In my opinion there is no amendment that is
E)ing to help gou people, if we leave it in the hands of the White

ouse, at the discretion of one man, no matter who he is—Roosevslt,
T::umiml\, Eisenhower, or anybody else—becauss it is not done on any

rinciple.
P Thelx)we is no principle attached to it at all except one man’s opinion
that it will help the United States in the future sometime.

How anybody could vote for it I could never understand.

Mr. Hooxrer. We a%'::s.mth that, sir, with the possible exception
that that one man, the President, because of his peculiar position might

ibly be in possession of knowledge that affected the Nation's in-
terests, that would justify him in making a decision, but that decision
should clearly be tem&?red by all of the recommendations that the

rts in the Tariff Commission should make and it should be pos-
sible for the Congress to tell that one man that he is wrong.

Senator Marone. Well, the Constitution of the United States says
that the President of the United States shall tell the Congress the
state of the Nation every year——

Mr. HookEr. Yes.

Senator Marone. And he can come up specially any time he thinks
he has some information that we ought to have and Congress can act
and it does act—

Mr. Hooger. Yes, sir.
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And we think it should act in this area more often. . .

Senator Maroxr. But the President and Congress said to chemi-
cals, “You should never be in that position,” but you are in it.

Mr. Hooxer, We certainly are, .

Senator Marone. Now I will tell you what some of the chemical
companies have told me who have quit and are going to quit. They
are going to put their money in Germany and other foreign nations,

They snid they did not want to do it; they told me that.

Mr. Hooker. That is the distressing feature, sir, that so many of
the chemical companies are putting their plants, making their in-
vestments, in foreign countries, and bringing their chemicals into
this country.

Senator Marone. Who is to blame?

It is the Congress, is it not ¢

Mr. Hooxer. Sure it is the Congress,

Senator Marone. All right.

It is not your fault, if you have to do that, Mr. Hooker.

Mr. HookEer. No, sir.

Senator Marone, In order to survive?

Mr. Hooxer. That is right.

Senator Mavone. But it is our fault for making that necessary for
you to survive as a chemical company.

Mr. Hooxer, I believe that is a correct statement, sir.

Senator Marone. Now all foreign nations understand the effect of
shading a tariff or shading a subsidy or something because most of
them have lived by their wits for 300 years,

Mr. Hooker. Yes, sir.

Senator Marone. England thoroughly understands it, France un-
derstands it, Belgium understands it.

We don’t understand it.  That when you have a tariff on anything
that makes the difference in the costs of production then there is no
advantage in putting your plant in another country and your invest-
ments stay at home.

Mr. Hooxer. That is right.

Senator MALONE. "ut when our tariff is lower 8o that there is no
protection and they ;rotect their industries, which they do—

Mr. Hooker. They certainlir do,sir.

Senator MaroNe. We are the only free-trade nation in the whole
world. Every other one of them has manipulation of their currency
for trade advantage in terms of the dollar, or they have quotas or they
have im{)ort permits or exchange permits, or all four.

Mr. Hooker, Yes, sir.

Senator Marone. And they do not live up to their part of the trade
agreements, just as the rules of GATT say they need not do—

Mr. Hooxker. That is right.

Senator Mavrone. Therefore, for a company or an individual to
make any profit and to get their market they must go there to produce.

Mr. Hooker. Yes, sir.

Senator MaroNE. And then, in doing that, can get our market under
the free trade.

Now, anybody who does not understand that should not be in this
body and if he understands that and votes for it, I do not understand

1t.
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Mr. Hooker. Well, we do not either, sir. . I
- Senator Marone. So that is ths only thing I really have to say

about it. .
I liked your testimony and I think you know what you are talking
about and you are in & very important industry.
Mr. Hooker. Thank you, sir. ' :
Senator Marone.  And all I will say in closing is it remains to be

seen what Congress will do.
If they do extend this act, I think we will have a special session
before the first of the year because unemployment will be such that

you just cannot stand it in this country. .

Mr, Hooker. If so, I should like the privilege of addressing this
body again, sir. : ‘

Senator MaroNe. You certainly may as far as I am concerned.

That isall. :
(The documents referred to are as follow :)

THE PURPOSE OF AMENDMENT (A)

Amendment (A) to H. R, 12591 would extend the act for a period of 2 years
and retain the authority in the President to modify rates of duty during this
2-year perfod. The formula utilized is essentially that wbich was enacted by the
Congress in the Trade Agreements Extensfon Act of 19:5, modified to fit the
2-year extension period. .

PROPOSED AMENDMENT (A) TO H. R, 12591

On page 1, liné 9, strike out “1963” and insert fn Iieu thereof “1960".

On page 2, beginning with line 3, strike out through line 6, on page 6, and
insert fn lieu thereof the following:

. “(1) Paragraph (2) (A) is amended.by striking out “January 1, 1845” and
by inserting {n lieu thereof “July 1, 1934", ..

“(2) Paragraph (2) (D) is amended to read as follows: .

“(D) In order to carry out a foreign trade agreement entered into by the
President on or after July 1, 1938, and before July 1, 190, decreasing (except
as provided in subparagraph (C). of this paragraph) any rate of duty below.
the lowest of the following rates: . ) .

(1) The rate 10 per centum delow the rate existing on July 1, 1938,

“(i1) In the case of any article subject to an ad valorem rate of duty
above 50 per centum (or a combination of ad valorem rates aggregating more
than 50 per centum), the rate 50 per centum ad valorem ‘(or a combination
of ad valorem rates aggregrating 50 percentum), In the case of any article’

. subject to.a specific rate of duty (or a combination of rates including a -
specific rate) the ad valorem equivalent of which has been determined by
the President to have been above 50 per centum during a period deter
mined by the President to be a representative period, the rate 50 per centum
ad valorem or the rate (or a combination of rates), however stated, the ad
valorem equivalent of which the President determines would have been 50
per centum during such period. The standards of valuation contained in
gection 402 or 402 (a) of this Act (as in effect, with respect to the article
concerned, during the representative period) shall be utilized by the Presi-
dent, to the maximum extent he finds such utilization practicadle, in making
the determinations under the preceding sentence.

“(8) Paragraph (8) (B) (i) is amended to read as follows:

“(1) if the total amount of the decrease under the forelgn trade agreement
does not exceed 10 per centum of the rate existing on July 1, 1958, the

. amount 0of décrease becoming initially effective at one time shall not exceed
5 per cenflim.6f the rate existing on July 1, 1958; -

“(4) Paragraph (3) (B) (if) is amended to read as follows:

“(11). except as provided in clause (i), not more than one-haif of the
total amount of the decreage under the forelgn trade agreement shall’
become initially effective at one time; - o C

“(5) Paragraph (8) (Q) 1s amended to read as follows:
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“(C) No part of any decrease In duty to which the alternative specified in
paragraph (2) (D) (i) of this subsection applies shall become inititally effective
after the expiration of the two-year period which begins on July 1, 1958. If any
part of such decrease has become effective, then for purposes of this subparagraph
any time thereafter during which such part of the decrease -is not in effect by
reason of legislation of the United States or action thereunder shall be excluded
in determining when the two-year period expires.”

THE PURPOSE OF AMENDMENT (B}

A purpose of the amendment is to permit interested parties to make repre-
sentations to the appropriate agencies of the Government concerning products
on the list transmitted by the President. In the past industry sometimes has
been compelled to guess which chemical products are intended to be the subject
of negotiation, since many provisions of the chemical schedule of the tarift
act provide for classes of clhemicals rather than listing hundreds of specific
chemfcals by name. There are thousands of organic chemical products which
are now or are likely to be articles of commerce. Members of the industry may
be unaware that a reduction in duty is contemplated on specific products which
they manufacture. On the other hand, members of the industry are put to
needless expenditures of time and money investigating chemical lists to find later
that specific products in which they are vitally interested are not intended to
be the subject of trade agreement negotiations. .

This difficulty could be simply resolved by a statutory requirement that the
list of articles indicate the commercial name or deslgnation, as well as the
paragraph or other provision of the tariff act under which each such articlé is
classified for duty.

Another purpose of the amendment is to utilize the long experience and expert
knowledge of the Tariff Coinmission to assist the President in the fmportant
task of preparing for negotiations of a foreign trade agreement. The amending
language does not take away from the President the initiative of sponsoring trude
agreements but places at his disposal all of the material concerning the volume
of .domestlc productlon, prices and other data which has been carefully pre-
pared over a period of many years by the Comunission; the Commission also,
over & period of many years has acquainted itself with economic conditions in
foreign countries and regularly receives reports from the Departments of State,
Conunerce, and other executive agencles which it reviews and evaluates.

The Commission also is in a position to advise the President whether, existing
rates of duty should be increased on any article imported into the United States
either by reason of prior investigations under the peril point or. escape clause
provisions of the law or because of its practice of compiling import statistics
and of its experience in evaluating the competitive Impact of imports upon do-
mestic producers of like or similar articles. . . . .

It seems desirable that the Congress should be informed as to the Tariff
Commission’s advice in such a manner that the proposed negotiations will not
be jeopardized. To that end, the suggested amendment would require that the
Commission’s advice to the Presldent not be disclosed until the perit point in-
vestigations have been completed.” The Congress should be made aware of the
Commisston’s advice to the President that additiona! import restrictions should:
be imposed upon certain articles in order that the Congress may be informed
whether the executive department 18 carrying out the purposes of the law.

PROPOSED AMENDMENT (B) TO BEC. 3 (A) OF THE TRADE AGREfMENTS EXTENSION ACT
OF 1951, A8 AMENDED, (19 U, 8. 0., 8EC. 1960 .(A)) :

H. R, 12591 amends the third and fourth sentences fo subsection (a) by
striking out “120” days and inserting in lieu thereof “‘6 months.”

Further amendments are as follows; . ,

" The first sentence of subsection '(a) of section 3 of the Trade Agreements
Extenslon Act of 1951, as amended (19 U. 8. O., sec. 1360 (a)), is amended to
read as follows (matter In brackets deleted ; new matter italic) : = . .- -

“SE0, 3. (a) Before entering into negotiations concerning any proposed foreign
trade agreement under sectlon 3350 of the Tariff Act of 1930, as amended, the
President shall request the advice of [turnish] the United Stdtes Tariff Com-
missfon (hereinafter in this Act referred to as the ‘Commission’) [with] in the
preparation of a list of. all articles Imported into the United States to.be con-
sldered for possible moédification of dutles and othér Import restrictious, im-
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position of additlonal import restrictions, or continuance of existing customs or
excise treatment. TAe Commission shall inolude gs part of {ts advice to the
Preeident a report concerning alt articles imported into the United States wohich,
in the judoment of the Commission, should be considered by the President for
possidle {mposition of additional {mport restriotions. Afier receipt of such
advios and report of the Commission, 1he President shall furnish the Commission
tofth the list of imported articles prepared by AMm and such list shall speoify
eaoh article by {ts commercial name or designation and indicate the paragraph
or other provision of the tarify Act of 1930 under sohioh such article {8 classifled
Jor duty purposes. pon recelpt of such list] [t} The Commission shall make
an {nvestigation and report to the President the findings of the Commission
with respect to each such article on the list as to (1) the limit to which such
modification, imposition, or continnance may be exténded in order to carry out
the purpose of such sectlon 830 without causing or threatening serlous {njury
to the domestic industry producing like or directly competitive articles; and
(2) if increases in dutles or additional import restrictions are required to ayoid
gerlous injury to the domestic industry producing llke or directly competltive
articles the minimum {ncreases in duties or additional import restrictions re-
quired. Such report shall be made by the Commission to the President not later
than [120 days) six months after the receipt of such list by the Commission,
No such foreign trade agreement shall be entered into untll the Commission bas
made {ts report to the President or until the expiration of the [120 day] siz-
month perlod. Concurrently 1with the sudmission of such report to the President,
the Commission shall submit to the Commitiee on Ways and Means of the House
and to the Commitlee on Finance of the Sentate a copy of {ts advice and report
to the President referred to fn the second sentence of this paragraph.’’

THE PURPOSE OF AMEXDMENT (0)

The peril point pravisions of existing law do not establish standards or gulde-
lines to assist the Commission fn making {ts determinations fn preventing the
pospibility of injury whch might flow from a proposed concesslon on imports,
Although the Congress directs the Commission to ascertain the minlmum {in-
creases or decredases in duty or other modifications of existing customs treat-
ment, no criterla are set forth in the law to aid the Commission. As a matter
of practice the Commission undoudbtedly has established working rules which
it applies to factual problems presented to it in peril point investigations. It
would seem desirable that the statute itself furnish some standards which the
Commission would be réquired to apply In additlon to welghing other factors
which it deems pertiuent or relevant.

PROPOSED AMENDMENT (C) TO H. R. 12599 AND TO SECTION 3 (B) OF THE TRADE
AGREEMENTS EXTENSION ACT OF 1951 AS AMENDED (19 U. 8. 0., 8EC. 1340 (B))

Subsection (b) of section 38 of the Trade Agreements Extenslon Act of 1051 -
as amended (19 U. 8. O, sec. 1860 (b)) is amended by adding at the end thereof
the following new sentences: .

“Each investigation nf the Commission shall, without excluding other factors,
ascertain—. ‘

“(1) The average involce price, converted into currency of the United
States in accordance with tho provistons of séction 522 of the Tariff Act of
1930, as amended, at which the foreign article is sold for export to the
United States on a country of origiti basis, and the price of like or directly
competitive domestic articles when sold at wholesale in the markets of the
United States during the last calendar year preceding such investigation.

“(2) The Commission shall estimate the increased volume of impotts
which, under normal conditions of trade, will result from the granting of
the maximum reductions in rates of duty and maximum concessions in
other import restrictions permitted under this part during each of the
8 years following the effective date of any proposed trade agreement
and shall also estimate the maximum fncrease in imports which may occur
without causing injury to the domestic industty producing like or directly
competitive articles. )

«(8) The Commission shall request the executive department for informa-
tion in its possession concerning prices, and other economic data from the
principal supplier foreign country of each such article.
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“(4) If in the course of any such fnvestigation the Commission shall ind
with respect to any article on the list upon which a tariff concession has
been granted that an increase in duty or additipnal import restriction is
required to avold serious injury to the domestic industry producing like or
directly competitive articles, the Commission shall promptly fnstitute an
Xn;e.s;tigatlon with respect to that article pursuant to section 7 of this

ct.

THE PURPOSE OF AMENDMENT (D)

A major attack upon the administration of the trade agreements program is
centered upon the actions of the President In overruling the factual findings of
the Tarifft Commission, or in refusing to accept such findings on the ground that
they are insufficient or Inadequate. Although the Commission has expended 9
months time on each escape clause case and has utilized all of its investigative
facilities and the experience of its expert staff in making factual determinations,
the President within a period of 60 days, through executive agencles which are
not experts in this fleld, second-guesses the Commission.

Existing law does not grant the President specific authority to substitute his
Jjudgment of facts for that of the Commission, but the provision of law. which
permits him to advise the Congress of his refusal to follow the Tariff Com-
misslon recommendatlons has been converted into a presidential review of the
facts of injury. ’ ’ '

As will b¢ seen from an examination of amendment ¥, the inclusion of lan-
guage in the law making the decision of the Commission on the question of
{njury final and conclusive will not arbitrarily deprive the President of dic-
cretionary power of disapproving the Commission’s decisfon in natlonal security
matters. ’ L
PROPOSED AMENDMENXT (D) TO H, B. 13591

The third paragraph of subsection (a) of section 7 of the Trade Agreements
Act of 1951 as amended (18 U. 8. C,, sec. 1364 (a)) {s amended by adding at the
end of sald paragraph the following: . .

“The findings of the Tariff Commission as to injury or threat of serlous in-
jury made pursusant to the provisions of this section shall be final and con-

THE PURPOSE OF AMENDMENT (E)

It is recognized that the President may deew it advisable not to approve of
the Tari¥ Commission’s findiugs of njury where it would be inimical to the .
security of the United States If adjustments or modifications of duty or impo-
sitions of quotas recommended by the Commission were made effective. )

The amendments would permit the President to inform the Congress that our
national security needs require that he not act in accordance with the findings of
the Commission and such report would be binding upon the United States un-
less the Congress were to affirmatively disapprove of the President’s decision
by adopting a concurrent resolution. .

PROPOSED AMENDMENT (E) TO H. R. 12591 -

On page 9, beginning with lihe 11, strike out through line 16 page 10, and
ingert in lieu thereof the following: - o
“Seo. 6. Subsectfon  (c) of section 7 of the Trade Agreements Extension Act
of 1951, as amended (19 U. 8. O, sec. 1364 (c)) Is amended by inserting *(1)’
after ‘(c)’ at the beginning thereof, and by striking out ’ :
‘It the President does not take such action within 60 days he shall
immediately submit a report to the Committee on Ways and Means of the
House and to the Committee on Finance of the Senate stating why he has
not made such adjustments or modifications, or imposed such quotas.’
and by Inserting in lieu thereof the following: = ) )

“ ‘Whenever the President determines that the secyrity needs of the
Uhlted States wqul% lpe ‘adversely affectéd by such adjustments or nmodifica-
tions of imposition o such 'guotas, he shall within 60, days of receipt of the
Tariff Cominissioh's Fepoft, submit a report to the Committee on Ways and

_ Means of ‘the House and to the Comimittee on Finance of the Senate speci-
Iying the national security neéd'Wwhich, in his judgment, requires that the
findings of thé Tariff Commission not be approved.

27620—58—pt, 2—-T o



0922 TRADE AGREEMENTS ACT EXTENSION

“¢(2) Within 60 days following the date on which the report referred to
in the second sentence of paragraph (1) is submlitted to such committees,
unless both Houses of the Congress shall adopt a concurrent resolution dis-
approving of the D'resident’s determination made pursuant to provisions of
paragraph (1), the finding of the P’'resident shall supercede and replace
the report of the Commisslon. Where the Congress by such concurrent reso-
lutton dlsapproves of such finding, the President shall within 156 days there-
after take such action a8 may be necessary to make the adjustments,
fmpose the quotas, or make such other modiflcatlions ag were found and
reported by the Commission to be necessary. For the purposes of this
paragraph, In the computation of the 60 day perlod there shall be excluded
thie days on which elther House {8 not in sesslon because of an adjournment
of more than 3 days to a day certain, or an adjournment of the Congress
sine dfe.”

Senator I'rear, Senator Bennett?

Senator Bexxyerr, No questions. X )

Senator I'rear. Thank you very much, Mr. Hooker, for this testi-
mony, and T am sure that you have gained something from the ques-
tions that were asked of you also, as I know the members of the com-
mittee have gained from questioning you. .

Mv. Hooker. I appreciate the opportunity of appearing here, gen-
tlemen.

Senator Frear. Thank youall very much.

The committee will stand in recess until 2: 30 in this room.

(Whereugon, at 1:15 p. m. the committes was recessed, to recon-
vene at 2: 30 p. m. of the same day.)

AFTERNOON S8ESSION

Senator Carison (presiding). The committee will come to order.

The next witness is Mr. Bronson Trevor, American Coalition of
Patriotic Societies.

Mr. Trevor, we are very happy to have you here beforo the com-
mittee, and we would be glad to have you make a statement, read
your statement, or proceed in any way you wish.

STATEMENT OF BRONSON TREVOR, REPRESENTING THE
AMERICAN COALITION OF PATRIOTIC SOCIETIES

Mr. Trevor. I would read my statement, if I may.

The American Coalition of Patriotic Societies at its annual con-
vention held on January 30, 1958, by resolution reaffirmed its opposi-
tion to the reciprocal trade agreements program as exp in a
resolution pameg at its annual convention held on January 13, 1955,
which reads as follows:

REGULATION OF FOREION COMMERCE

Whereas the reciprocal trade agreements program represents an unwarranted
encroachment of the executive branch of our Government upon the legislative
g&;sxtronslblgty conferred upon Congress by the Constitution of the United

ates, an

Whereas as a result of reduction of tariffs under the reciprocal trade agree-
ments program various industries important to our healthy economy and strong
national defense have been injrred or forced out of business with consequent
injury and loss of jobs by the American workingman: Therefore be it ;

Resolved, That the American Coalition of Patriotic Societies {n annual con-
vention assembled urges Congress to allow the 1934 Trade Agreements Act (Re-
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clprocal Trade Agreements Act) to expire June 12, 1055, and upon its expiration,
the Congress should resume its constitutlonal responsibllity of regulating for-
elgn commerce through its agent, the Tarlff Commlssion.
* The growing number of unemployed in the United States should
cause us to examine with care the legislation to extend the reciprocal
trade agresments program. Congress has been supplied with much
ovidencs, according to U. S. News & World Report for March 7.
1958, that thousands of American workers have been thrown out of
em foyment by foreign imports.

resident Iuisenhower in his message to / ingress has argued that
these imports were necessary “* * * to provide foreign nations the op-
portunity to earn the dollars to pay for the goods wesell.”

This argument is so basic to the whole legislation that it is impor-
tant to see the incomploteness of its reasoning, because there are other
ways in which the money obtained by forek;rn nations can be spent.

ith data obtained from the Kconomic Almanac, 1958, we {ind that
from 1947 through 1956, inclusive, the United States put in foreign
hands by spending on imports of goods and services, unilateral trans-
fers, capital investments abroad, and the purchase of gold about $19
billion more than the world spent on our exports of goods and services
and on unilateral transfers, _

The $19 billion went to build up foreign balances, on investments in
this country, and in the purchase of gold. The Federal Reserve Bulle-
tin for April 1950 pointed out that even during the so-called dollar
shortage in 1948 and 1949, foreign investments in the United States,
some of them secret, increased by $1.9 billion and $0.9 billion, respec-
tively. Isit any wonder thatin the 2 years from 1954 to 1956, foreign
assets and investments in the United States jumped from a total of
$26.8 billion to $31.6 billion?

Obviously there is something wrong with legislation which in 10
years allowed $19 billion, that in theory would be s;i:nt on our exports,
to be diverted to the stock market and other channels.

The New York Times of January 2, 1955, in a special dispatch from
Geneva, reported the following:

FLIGHT OF CAPITAL TO UNITED STATES CONTINUES

GATT STUDIES INDICATE IT IS A BASIC CAUSE OF CIIRONIO DOLLAR CRISIS ABROAD

¢ ¢ * The policy implications of these new studles, some of which are based
on new data, are substantial and highly controversial. Indeed, they contain so
much dynamite that it is highly unlikely the study will ever be published.in an
officlal paper. * * * The studies also throw considerable doubt on the thesis that
lowering the American tariff 1s essential to the establishment of better balance in .
world trade. * * ¢

. With reference to the movement of foreign funds at the present

time, there is still a tendency toward investment in American securi-
ties or in gold. The New York Journal-American of April 27, 1958,
had this to say: 7 )

Some of the recent strength in our market due to revived buying by European
traders. ' Some firms report Swiss, British interest in our leading steels, oils,
papers, and business machines, * ¢ *

The New York World-Telegram and Sun, for April 25, 1958, re-
ggrted that the United States had a loss of gold to foreigners of

29 million since the first of the year, with $124 million of this
amount being lost in the week ended Wednesday, April 23.
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The United States, because it is a great ca;f)itul-creating_nution,
doos not need investment here by foreigners of money obtained b,
them becauss of our purchases of imports. Until we stop the di-
version of this mondy from the legitimate function of paying for our
oxports, wo should expect our unemployment to increase.

‘oreign nations control the investment of funds, in areas under
their control, to their best advantage. The Wail Street Journal for
Septenber 16, 1948, reports that in regard to Africa: '

In some colonles, for example, Americans have been advised they can Invest

only in the nonbasic industrles. The British reserve to their own nationals
the right to develop comumnunications, power, baslc mtnerils, transportation, and
other basie {ndustries. * * ¢ Qther Americans have found this discrimination
against Amerlcan investors running throughout Europe. Many profitable in-
duatries are ‘‘regerved” for European natlonals. :
. Not only in new investivents is this discrimination the case, but
it is so eveil in the case of stocks traded in Jondon security markets.
The' New York World-Telegram of July 8, 1948, reported the fol-
lowing: A , o : L

The British Governmont through the Bank of England bas thwaited =n
Ancrican nove to ?ur%hnw conmz‘ of the l};ltlgh-owned San Francisco Mires

n ay.

of sYexico, the Evening Standard gald tod 4
¢ Y * Today, the Standard sald, the Bank of England refused to issue any

further licenses In connectlon with these mining shares, Previously the bank
bhad honored transactfons made with “security sterlings,” ’

The paper stated that big British interests had pointed out to the Bank of
England the undesirability of permitting controt of this $15,200,000 silyer, lead,
and zinc property t6 pass out of British hands, & ¢-* c o

A similar but unsuccessful attémpt, reported in the Wall Street
Journal of June 11, 1956, was made to block the ‘Texas Co. when it
made an offer to purchase stock in the Trinidad Oil Co,, Ltd.

In 1050, when Britain ended ansoline rationing, the Standard Qil
Company of New Jersey and Caltex agreed fo.accept payment for
supplies 100 percent in pounds sterling. . According to the Wall Street
Journal of May 27, 1950, the British Minister of Fuel and Power,
Philip Noel-Baker, said that the agreement provided that the sterlin
must be spent in Britain on oil equipment, machinery, and othei: oods
used by the companies in their 01l operations, but must be in addition
to present purchases.

he American motion gicture industry was subjected to similar

restriction on .its “blocked” earnings in Britain, according to the
Wall Street Journal of September 6, 1949, with only 27 authovized
purposes for which the frozen funds could be spent. ‘

On the other hand, foreign exchange has been made available for

islillvestment purposes by countries suftering from a so-called dollar
orta : .

Business Week for July 31, 1948, reported :

¢ ¢ ¢ Pritain is pushing overseas investment. - A .

More than 250 firms are currently studying prospects of Canadlan branch
plants. About 45 have plans well advanced involving investments of from
$100,000 to over §1 million. One $3 million plant is listed. : o

Seventy firms are investigating manufacturing prospects in Australia. South’

Africa 18 not bing overlooked. Britain hopes, by rebuilding overseas fnvest-
ment, to recapture some of the income lost through waytime divestment. ¢ ¢ *

. Two French engineering groups were able to get a $15 ‘million :
contract to complete a stee! n%ll‘l) in Peru-in pyeference to 3 Amierican -

engineering groups, ;according to Business. Week of July 31, 1054, .
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llJ)ooan% of liberal credit terms offered by the Banque de Paris et des
ays Bas, ‘

‘The New York 'Times of October 10, 1054, said the British Govern-
ment approved the transfer of $15 million in British funds to pro-
vide the equity capital for a new American subsidiary of the Bowater
Paper Corp., Itd,, of London. Among other things, this project in-
cluded the purchase of 200,000 acres of land in Tennessee. Chancel-
lor of the Exchequer R, A. Butler was quoted by the New York Times
ns saying: '

This venture {8 the largest investment sanctioned by the British Govern.
nient in the United States since the war.

An attempt, authorized by the British Treasury, to use scarce
dollar exchange to buy retai] stores here so that American manu-
factures on their slielves could be disrlaced by British products is
described in the New York World-Telegram of February 11, 1949:

A high British trade officlal today disclosed that the Labor Government {s
ready to ease curbs on foreign exchange sufficlently to permit investments in
American retail enterprises.

The move s, frankly, intended to facilitate the sale of British goods here, sald
Neville Blond, United Kingdom trade adviser to this country.

Top-level officials, he sald, have just authorized a $750,000 investment by
Great Universal Stores, Itd, ¢ ¢ ¢ ‘

While this transaction was never completed, the head of Great
Universal Stores, Itd., was reported by the Wall Street Journal of
December 3, 1054, as iming interested in investing-$100 million in
Montgomery Ward & Co., to use the firm as an American outlet for
British . 8. 'This approach to the management of Montgomery
Ward & Co. was not successful.

In connection with the favoring of investments by Britain in
foreign lands over the purchase of goods from the United States, it
would be well for us to remember the statement of Chancellor of the
Xxchequer R. A. Butler, as reported in the Wall Street Journal of
February 4,1953, which said: :

Mr. Butler warned foreigners who would like to sell more goods to the United
Kingdom .they should not count on any relaxation in Britain’s fmport controls

in the near future. He indicated Britain, itself, needed a surplus in excess of
$800 million a year on its current account to take care of its debts and to meet

its overseas invéstment “cummitmenta.”

The exports from the United States face many obstacles is indicated
by ({t dispatch in the Wall Street Journal for April 10, 1950, which
said: : , , A
A littleknown committee of representatives from British Commonwealth
countries sits down every week in London to discuss the question: What not to
buy in America? Co

The committee represents Britain, Australla, New Zealand, South Africa,
India, Pakistan, Ceylon, Southern Rhodesia, and British colonles. Last sum-
mer, ":mim‘bers agreed to try and.cut imports from dollar areas by 25 per-
cent, * NYEEES . oL . . . , .

Business Week of February 21,1953, carried the following headline
about 4 United Nations report: ‘ _ o g

U. N8 Advice * * * to the Latin Amerlcan Businessman: Push Trade With
Europe and Buy Léss From the U. 8. L o o

“While it is'to be expected that foreigh governments might not, wel-
‘comé our exports, it 13 painfully evidént that the United States has
financed competition for its industries. The Economic Cooperation
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Administration has been active in this vegurd.  “IXC.\ Dollars Build
tho Iactories I'hat May Whittle U, S, Sales,” headlined the Wall
Street Journnl of Novembor 21, 1050,

Ou June 20, 1949, the same paper reported :

KOA roveals plan to finance new steol plant in France. ¢ ¢ ¢ Mill would put
France in export mnrket.

On April 22, 1958, the snme paper said:
Imported steel grows ehieaper, adding to the woes of hatf idle nited States

mills, This country already buys nearly 60 percent of Ity barbed wire from
abroad, steel menh esilmate. ¢ ¢ ¢

On Juue 21, 1050, the Wall Street Journal roported :
F.CA experts groom "Turkey to hielp supply West Europe's geatn,
On November 29, 1955, the same paper said :

Foreigu farmers lift output, dltnming long-range export prospects for United
States crops.

An interesting examplo of the FCA attitude toward American in-
dustry is revealed in Business Week for April 16, 1949, which said:

* ¢+ * Other manufacturers are mad at KOA for urging forelgners to buy any-
where but in the United States if possible, (This {8 a cardinal prineiple of
the Marshall plan—to cut back dollar buying and stimulate intra-European
trade.) * * ¢ A Worcester machine-tool man sums up the feelings of many
of his distliusioned collengues: “We wero hopeful ECA would be of great bene-
fit. But now we find they are urging krance, for instance, to buy tools in
England.” ¢ ¢ ¢

The thoroughness with which our Government helps foreigners to
get dollar exchange is indicated by an item in the Wall Street Jour-
nal of June 11, 1948, It m})orted that the Department of Commerce
was opposed to the establishment of a travel service in the Interior
Department becauso it feared undue emphasis on the wonders of the
United States national parks and playgrounds. ‘The Department of
Commierce, according to Interior Department oflicials, stressed over-
seas travel because 1t was a form of export for foreigners. -

Paul G. Hoffman, ECA Administrator, apparently recognized that
increased imports would decrease emplo.{)ment here because, accord-
in% to the New York Daily News of February 23, 1050, he testified
before the Senate Foreign Relations Committee that American work-
ers who lost their jobs as a result of foreign goods sold to this coun-
try by Marshall plan nations should draw Federal-State jobless pay.

As the evidence accumulates, it becomes apparent that the policy
of our Government is not to promote our exports. Therefore, the
argument that the legislation to extend the Reciprocal Trade Agree-
ments Act is designed to help our exports does not fit into the pattern
of our Government’s action, and is more plausible than realistic.

. However, increasing our imports does coincide with the British de-
sire, as expressed by Chancellor of the Exchequer Butler, to sell at
least §800 million more goods than they would buy, and use the sur-
plus for debts and investments. The foreign investments are being
made in this country, and the imports are coming in. Isthat not the
real effect of this legislation ¢ ‘ , .

. Another misconception of the reciprocal trade-agreements program
is that American industry will alwaﬂs try to safeguard the employ-
ment of labor in its American plants by asking for tariff protection.
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"T'his is not necessarily so, because, in the nuto industry, for example,
thore are foreign plants now, nccording to Business Week of February
92, 1058, which are as low-cost officient producers ay any company in
the United States. :

(leneral Motors, Ford, American Motors, and Studebaker-Packard
m'-{o now importing cars from abrond, and Chrysler is anxious to do
likewiso,

Business Week of February 22, 1958, says:

With the tide running heavlly againat exports from the United States and
toward productlon abroad, one Detrolt executlve has been heard to say: "Before
1 retire, I hope to see my company producing as many units abroad as in the
Unlted States.” ‘

With regard to more than a dozen American companies setting up
factories in Scotland since World War 11 because, among other rea-
sons, of the skilled labor which was a third cheaper than in the United
States, the Now York Herald I'ribune of March 20, 1949, had this
tosay:

¢ ¢ ¢ One complication would be customs dutles charged on goods exported
to the United States. Some belleve, however, American tariffs might be reduced.
This they regarded as something new—American manufacturers lobbylng to cut
American tariffs. ¢ * ¢ .

This legislation is said to be necessary to meet the threat of the
European Kconomic Community in creating a Common Market, It
will (lo nothing of the kind. The Common Market consists of France,
West Germany, Italy, Belguim, the Netherlands, and Luxembourg.
Our present duties on imports from these countries were lowered in
exchange for concessions on duties on our exports to them., The
tariff duties of the Common Market could consist of the highest duty
charged by any of the 6 nations; so that, in 5 cases out of 6, our ex-
ports could face a higher duty, and yet our Government seems to con-
sidor itself unahle to obtain any redress for the canceled concessions
under the GATT agreement.

The ultimate effect is, obviously, going to be that our duties will
be lower while foreign duties in many instances may be higher than
now. :
Business Week of February 22, 1058, in discussing the auto in-
dustry, says:

Right off the bat, the Common Market and free-trade area mean the European
market for United States-bullt passenger cars is almost gone.

The same publication, on September 28, 1957, reported :

¢ ¢ ¢ Creation of the European Common Market has led Rockwell Manufac-
turing Co., a United States producer of valves, meters, and regulators, into buy-
ing a forelgn property. * ¢ * It fears low import quotas and high tariffs around
the Common Market will prevent United States companfes as well as others
outside the Common Market and the proposed associated free-trade area from
maintaining thelr present sales volume. * * * :

With reference to a speech by James A. Moﬁ‘ett, Hpresident of Corn
Products Refining International, the New York Herald Tribune of
April 16, 1958, had this tosay: o

" & ¢ ¢ Agq result of the Common Market development, the speaker safd, Ameri-

can business may have to reappraise its situation because the increage in pro-
duction abroad will ultimately eliminate the need for American manufactnred

‘oodg"tt
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The President saya that the recigrocal trade agreements program is
necessary to meet the economic offensive of the Soviet Union. It is
o fact, however, that this legislation will not make our exports suffi-
ciently cheap, as the prices of our goods are determined by commercial
and not by political considerations.

‘That this is so is borne out by a recent speech of Henry Cabot Lodge,
United States Ambassador to the United Nations, reported in the New
York Journal-American of April 17, 1958. He said that the United
States may have to subsidize exporters in order to compete with Soviet
prestige price-cutting abroad.

It is obvious that Ambassador Lodge recognized the futility of the
Reciprocal Tradoe Agreements Act to help in this connection.

Furthermors, it should not be forgotten that when we subsidize our
exports there are immediate adverse repercussions from other export-
ini nations, so that the cure may be worse than the disease.

‘or example, the Wall Street Journal of February 16, 1955, reported
that American subsidies on exports of oranges were denounced at the
then current GATT session in Switzerland by representatives of Italy,
South Africa, Greece, Australia, Cyprus, and the British West Indies.
. Therefore, any benofit must be confined to goods which we might
import, rather than to let them go to the Soviet Union. In this in-
tsance, nlso, however, the Soviet [Jriion can outbid us when diplomacy
dictates such a course.

Central Intelligence Agency Director Allen Dulles is quoted by
Time magazine of May 8, 1958, as saying of the Russians:

They will buy anything, trade anything, and dump anything it it advances
communlism or helps to destroy the Influence of the West.

The money to pay for imports into the Soviet Union could come
from the salo of their gold. Leslie Gould, financial editor of the
New York Journal-American, on April 9, 1958, in an article under
the headline “United States Gold Policy Helps Reds Compete in
South America,” had this tosay: , .

Brasil is wwhere the Russians, under thelr “new look,” will contest the United
States in the economic phase of the East-West cold war. The Argentine is the
other big battleground, with Chile and Uruguay smaller targets. .

Russia is dangling long-term credits, including needed dollars, and barter
deals of ol equipment and other machinery. : .

The irony of these proposals is that these credits are made possible by the
United States Treasury’'s $35-an-ounce fixed price of gold. This puts a firm
goeot;lugd‘er. the world gold markets, no matter how heavy‘the offerings of

Russia Is a heavy seller of gold. These sales are the source of much of the
money being used to carry on the economic phase of the Communists’ cold war,
as well as to finance subversive activities of its other agents, ¢ ¢ * ‘

Although definite figures are not available, Samuel Montagu & Co.
a leading British bullion dealer, according to thé' Northern Miner of
February 27, 1958, has estimated that gold is produced in the Soviet
Union at the rate of 17 million ounces annually, which vsould be worth
$593 million & year. L a o o

We must not forget that the value of gold ig largely dependent
upon the willingness of the Government of the Uniteﬁeszabes to buy
gold in unlimited amounts from no matter what source of production.

nfirming this view is the statement by Douglas Abbott, the
Canadian Federal Minister of Finance, according to the Northern
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Miner of May 22, 1052, who, while speaking in the Canadian House
of Commons, maintained that gold itself had little intrinsic value
and that its stability as a m%!ium of international exchange depended
on the willingness of the United States Treasury to buy it at the
fixed price of $35 per ounce,

As long as our country stands ready to supply the Soviet Union
with an amount of dollars limited only by the size of the latter’s %old
reserve, it is futile for us to expect to compete successfully with that
nation in the arena of economic warfare,

Under the circumstances, we do not believe that the arguments are
valid in favor of the passage of the bill extending the reciprocal trade
agreements program, and the American Coalition of Patriotic Socie-
ties opposes such action, .

Senator CarLsoN, Mr., Trevor, we appreciate your appearing here
before the committee. I notice you appear here for the American
Coalition of Patriotic Societies. ~

Mr, Trevor. Yes, sir.

Senator CarrsoN. Would you mind mentioning some of them, or
would you list them for the record

Mr, Trevor. I can supply the clerk with the list. It is about 103
societlies,

(The material referred to follows:)

800rETIES COOPERATING WITH THE AMERIOAN COALITION OF PATRIOTIO SociETIiES
As of December 6, 1957
Alliance, Inc, The

Amerlcan Coalition of New York

American Public Relations Forum, Inc.

Amerlcan Tradition, The

American War Mothers

American Women's Legion of World Wars

Americanism Defense League

Bill ot Rights Commemorative Bociety

Connecticut Volunteers R

Dames of the Loyal Legion of the United States

Dames of the Loyal Legion of the United States, District of Columbia
Dames of the Loyal Legion of the United States, Pennsylvania
Daughters of Amertca, Natfonal Council .

Daughters of America, District of Columbia Council

Daughters of the Revolution, National Society -

Daughters of the Revolution, New Jersey Society

Daughters of the Revolution, New York Boclety

Daughters of the Revolution, Commonwealth of Pennsylvania
Daughters of the Revolution, Cotonial Chapter

Daughters of the Revolution, Lafayette Chapter

Daughters of the Revolution, Liberty Bell Chapter

Defenders of the American Coustitutfon, Inec.

Defenders of State Soverelgnty and Individual Liberty, Arlington Ohapter
Descendants of the Signers of the Declaration of Independence
Fraternal Patriotic Americans; State of Pennsylvania, Inc.
QGeneral Society of the War of 1812 - :

General Soclety of the War of 1812, Diatrict of Columbia Diviston
General 8oclety of the War of 1812, New York Division

Grass Roots League, Inc. - T o

Junior Order United American Mechanics, New Jersey

Junior Order United American Mechanics, New York, Inc,

Junior Order United American Mechanics, Pennsylvania

Ladles of the Grand Army of thé Republic

Ladies of the Grand Army of the Republic, Department of the Potomac
Marine Corps League Auxiliary '
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Massachusetts Committees of Correspondence
Michigan Coalition of Constitutionalists

. Military Order of the Loyal Legion of the United States, Coumandery in Chief
Military Order of thée Loyal Leglon of the United States, Commandery of the

District of Columbia
Mmtary Order of the Loyal Legion of the United States, Commandery of the
“State of New York

. Military Order of the Loyal Legion of the United States, Commandery of the

State of Pennsylvania
Military Order of the World Wars
Minnesota Coalltion of Patriotic Socleties, Inc,
Natlonal Constitution Day Committee
Natlonal Huguenot Soclety, The
Natlonal SBoclety, Colonial Dames of the XVII Century, New York State Soclety
National Soctety for Constitutional Security
Natlonal Society for Constitutional Securlty, Chapter I
National Soclety for Constitutional S8oclety, Chapter 1X
National Soclety for Constitutional Security, Chapter III
Natlonal Socfety, Daughters of the Union, 1861-65
National Soclety, Magna Charta Dames
National Society of New England Women
National Soclety of New England Women, New York City Colony
National Soclety, Patriotic Women of America, Inc. |
Natlonal Society, Patrlotlc Women of America, D. C. Councll
Natlonal Society, Patriotic Women of America, N, Y, Councit
National Soclety, Service Star Legion
National Soclety, Sons and Daughters of the Pligrims
National Soclety, U. 8. Daughters of 1812, State of New York
Na&l)omgl Soclety, Women Descendants ot the Anclent and Honorable Artillery

mpany

Natlonal Sojoumers, Ine.
National Woman's Relief Corps
Naval and Military Order of the Spanish-American War, Natlonal Commandery
New Jersey Coalition, Inc.
Ohlo Coalition of Patriotic Socleties
Order of Fraternal Americans, Grand Council
Order of Independent Americans, Inc., State Council of Penna.
QOrder of the Founders and Patriots ol' America, California
Order of the Founders and Patriots of America, D. C.
Order of the Founders and Patrlots of America, Mass.
Order of the Founders and Patriots of America, New Jersey
Order of the Founders and Patriots of America, New York
Order of the Founders and Patriots of Americs, R. 1, .
Order of the Three Crusades 1088-1192, Ine. (The) .
Order of Washington
Patriotic Order Sons of America, Natioral Camp
Patrlotic Order Sons of America, State Camp of Pennsylvanta
Rhode Island Assoclation of Patriots
Society of Old Plymouth Colony Descendants
Soclety of the Sons of the Revolution in the Commonwealth of Massachusetts
Sons and Dauxghters of Liberty, National Council
Sons and Daughters of Liberty, State Council Conn.
Sons and Daughters of Liberty, State Council D. C.
Sons and Dauglters of Liberty, State Council Md.
Sons and Daughters of Liberty, State Council Mass,
Sons and Daughters of Liberty, State Council N. H.
Sons and Daughters of Liberty, State Council Penna.
Sons of the American Revolution, National Soclety
Sons of the American Revolution, California Soclety
Sons of the American Revolution, Empire State Soclety -
Sons of the Amerlcan Revolution, Iowa Soclety
Sons of the American Revolution, New Jersey Soclety
Sons of Unfon Veterans of the Civil War Oommandery~ln-0hlef
Sons of Unlon Veterans of the Civil War, Mass, D ept.
Sovereignty Preservation Council of Delaware ..
United States Day Committee, Inc,
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United States Flag Committee

Wheel of Progress, The

Willlain Thaw Council of Amerlcans, Inc.

\Woman’s Relief Corps, Department of Potomac
Women of Army and Navy Leglon of Valor, U. 8. A,
Women's Nattonal Defense Committee of Philadelphia

Senator CarLsoN. Senator Malone? .

Senator Marone. Mr. Trevor, your statement is very interesting,
and has brought up some new points, ) .

What is the customary method for ¢he nations of Europe and Asia
to preserve their own markets for their own peoplef

r. TrEVOR, Well, the{ prevent our goods from being sold. there
in one way or another. If the tariff rate is fixed, they make a q- ta
or they make some regulation like the size of automobiles thati sre
sold, that can only be met by foreign cars, and otherwise. .

Senator MaroNE, Do they have imYort quotas or exchange permits?

Mr, Trevor. I think they have all those thintgs.

Senator MaroNe. With an utter disregard for any trade agreement
that they may have signed at Geneva?

Mr, vor. Well, that is right. This Common Market system is
just setting a whole new bunch of tarifls on top of the tariffs they

ad agreed on in the negotiating sessions before.

Senator Marone. See if I am correct. Did I read in news.dis-
Katches a month or two ago that when they set up this Common

farket it would be a considerable time before they even had free
trade among themselves, but one of the objects of it was to ?rotect
that market for the nations included in the Common Market

Mcr., Trevor. That is correct. .

Senator MaroNe. Am I right about that$

Mvr, Trevor. That is correct; yes, sir. ,

Senator Marone., I wonder if you could furnish for the record
some documentary evidence that that is a fact—that is to say, news
dispatches or current statements. You understand we have 15 mem-
bers of this committes and 96 Members of the Senate. I know they
will be glad to get factual information such as that. ‘

Mr. Trevor. Well, I supplied the statements by people who ana-

zed it here to such an extent that they had either decided they
had better move their factories into it to avoid what they saw was
inevitable. Mr. Moffett, who handles this Corn Products Refining
International

Senator MaroNe. And Rockwell § ,

Mr, Trevor. Well, the Rockwell Manufacturing Co. are putting
their plant abroad. James A. Moffett, who is the president of the
Corn Products Refining International made this statement :

As a result of the Common Market development, the speaker said, American

business may have to reappraise its situation because the increase in produc-
tion abroad will ultimately eliminate the need for American manufactured

goods. . )

Senator MaroNe. Then what is the effect of import permits or ex-
change permits or manipulation of the price of their money in terms
of the dollar for trade advantage?. What influence. does that have
on the location of manufacturing or processing plants or minest

Mr., Trevor. Well, it makes it desirable to invest abroad rather
thanin the United States. - ‘ o
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Sonator Maroxe. In other words, if you have an import permit
which cuts the amount of goods that they allow to come in at any
time, they can allow a certain type to come in if they want them
m}d if they do not want them they can just refuse & permit; is tha
it .

Mr, Trevor. That seems to be the way it works.

Scnator Marone. And it is done b‘y Executive ordor in most cases,
Thoy do not have to §o through n Congress like we have to do here,
in most cases, do the,

Mr. Trevor. T really could not answer that. L

Sonator Marone., Well, I will nnswer that for you: That it is done
by Fxecutive order in about 68 porcent of the cages. ~ '

Now then, if the only way you can sell in that market is to have
your plant located there, then it is an-incentive for American plants
aj\d'o hers to, operate there if they want to get into the market, is it
nott - ' :

Mr. Trevor. It cortainly is. o

Senator Maronn. If we, on the other hand, have a virtually free
trade poiicy, and we live up to it, lowering our tariffs and not havin
such import or exchange permits or manipulation of the price of
our money in terms of their money, then they know they cdn-have
thjs market, also. ‘ :

{r. Treyor, That is right. o '
- Senntor Marone. With their lower cost labor. And the machinery,
of course, is ?ust the saine as we use here and in some cases, when
%t. is & laitet ’nnt, it is better machinery than tliey have in the plants
1ere, is it n o R ‘ ) C

Mr. Trevor, That is right, and I think that is oie of the reasons
these comll))anies are moving to Scotland. They paid less, they are
building brandnew plants, and ultimately they are going to ship
their products back to th coungr{. o .

Senator Marone. The ECA, thén, finds it is not advantageous to
pot?‘méni:n;d that they buy American goods with American jnoney,
is tha o

“Mr. Trevor. Well, the ECA is trying or was trying to strengthen
the Kuropean countries, and their theory of strengthening seemed
to be that they should not import anything from the United States.

Senator MaroNe. You mentioned imported steel. As to these
lower wages and lower costs for the higher grade steel, is that hav-
in§ its effect in imports in this country ¢ ‘ .

Mr. Trevor. Well, apparently. Barbed wire, 60 percent coming in
from abroad now. I am not too familiar with all the different
grades of steel, how it affects each grade separately. I could not
answer that question. . s

Senator Marone. Have we, in the last little while, made it very
clear that we intend to divide our markets with certain European
and Asiatic nations; in other words, preserve ouly a certain percent
of it, if any, for the United Statest , .

Mr. Trevor. I have never seen arything which indicated we really
planned to presetrve any of it for our domestic manufacturers,

The ECA gohcy is'to buy abroad wherever possible, arid not buy
anything in t choun‘ga. S T A

‘Senator Marone. Well, there is some pendini legislation which
I approve only because thers is no other way of keeping our Amer-
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icans in business, This morning I think a bill was reported out of
the Interior and Insular Aifairs Committee on certain _minerals,
whereby the Qovernment will pay a subsidy on roveral minerals up
to a_certain amount, which proves to be about 25 to 30 percent of the
market, Then they do not subsidize beyond that, So it means our
own producers would have o maximum of that amount of the mar-
kot, and the prices set would seem to be inadequate, so they may
not even get that much, ,

8o that in carrying out what was announced many years ago—
by “many years,” I mean 10 or 15 years ago—that it was necessary
to divide fhe American market with the nations of the world to

r(ﬁerve peace and have the tranquillity that everybody wants so

adly. .

You were not aware of that billt y
Mr, Taevon, Well, it slipped my mind at the moment,. I have
seen it. . .

Senator MaLone. It is a start, but it is a policy that naturally the
only way we can sell anything abroad is to subsidize it, like nur
grain and other materials; is that about rigg(t‘? L

Mr. Taevor. I think so, I think somebody testified before the
Hovse Ways and Means Committee that 42 percent of our agricul-
tural exports are subsidized. . . o L

Senator Marone. Well, we have given them approximately $70
billion.. There is some argument about it, ! or 2 billion either way,
which does not seem to make much differ:nce—but that is since
World War II, to build plants for them tu gain. dollar balances
against our A;old, and for other puToees. ) L

A good.deal of it is going to keep certain dictators in power, or.
at Jeast thatigtheeffectofit, = ER T g

You talked about certain credits they were building up with the
money we give them, and its effect on the %gld supply and invest-
ments of this country.. I think that should be made a little clearer.

Mr, Trevor. Well now, I had'a cllpplgg just & couple of days ago
from the Wall Street Journal of June 24, 1958: . ..

Forelgn nations hike gold dollar reserves in first pérfod by cutting buying in
the United States. Forelgn countries increased their holdings of gold and dol-
lar reserves by $546 million in the first 8 months of 1938, largely by reducing
thefr purchases in the United States, the Comuierce Department reported.

Senator Marone. Well, that seems to be very clear, and you are
familiar with the investigation this committee carx?ring on on the
status of our economic structure, - Both Secretary of the Treasury
Humphrey, then. Secretary last fall, and Mr, Martin, the Chairman
of the Federal Reserve Board, testified that if all of the dollar bal-
ances which could be converted to nations’ balatices abroad- and
come inder the policy of our paying:dollir balances in gold, if they
were all presented within -a reasonablé’ time, we would have about
$5.7 billion worth of gold left out of the $22.4 billion held in our.
- Federal depositories. ; S L e

You are familidr with that testimony? - ..~ ' :

Mr. Trevor. I'saw a statement, I think it was in the U. S. News
and ' World Report—I do -not have it with me—to the effect if all
of the forei%n%,palaneps were taken out in gold, there would be a:
deficit of $1.7 billion in gold &s cover for our currency; that a con-
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traction would have to bo made, and the outstanding currency or
tho go!td covorage of the currency would have to be reduced by that
amount.

Senator Maronr. I think it would bo at least that bad. But we

t & report overy so often from this Federal Reserve Bonrd that we

wnve on deposit $22.4 billion (it varies slightly from time to time)
indicating wo own that much gold, which of course we do not.

The Russian cold war——of comrse, T do not see anything cold about
it, bocauso these Furopean nations have recoguized Communist Ching;
they have traded with them ever since World War 11, 'They had n list
of strategio und critical materials, a copy of which I secured when I
was in Daris in 1065, but these materials were all going to these
countries, .

Wo were s]\irpin thesoe matorials to Kuropean countries, who in
turn shiﬁ)ped them to the Iron Curtnin countries, ‘I'hen if Russia
wanted them they were shipl)o.d right on through, That was proven
hore, like on copper, before the committee.

Do {qn kunow anything about this situation, or do you think there
is anything cold about this war wonre supposet'i to bo having on trandet

Mr, Trevor. Well, T gavé you some data in my prepared statement
about the opition of the financial editor of the New York Journal-
American which seems to be borne out, ng far as I can make out, by
othor ovidence. [ haven’t got any with me.

Sonator Marong. Well, is it not a peculiar gituation when every
Furopean nation has to export to some other nation to live, and we
furnish the money to build their manufacturing and processing plants,
and to build mines?

There was no substantinl market in any of those nations, even for
their own products, was there, with their low wages? Do they not
have to export in order to live? Is that the argument?

Mv. Trevor. Yos, I think so. I think they specinlized in different
things. 'They are smaller countries than we are.

Senator Maronr. I mean like England. They have lived off ex-
ports to their colonials for 300 years; have they nott )

Mv, Trevor. Well, they have lived off their incoms of their invest-
monts abroad to a large extent. Actually, the exports of England
have been inadequate without the investments made very early in the
li}“"" in South America and Africa. That income is coming back.:

hey invested in this country. I think there are still large British
holdings of real estate, in the South particularly.

Senator Maroxe. That came about through controls of the markets
of lesser nations abroad, did it notf :

Mr. Trevor. Well, I can say originally it came about by conquest.

Senator MazonE. That is right.

Mr. Trevor. That 'Igave them control of the market.

Senator Marone. The colonial system died, of course, when the air-

lane dominated the British Fleet in World War II. They have been

iving on momentum since that time through trade agreements where
they can get the markets of such a nation as America. We broke away
from the colonial system and the interminable trade wars of Euro
in 1776, but now we have joined them again through this system of
free trade for the United States while allowing them to protect their
owa markets—so we are becoming an economic colonial again; aré we
no L . .o .
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Mr. Trevor, Whall, we nre headin% in that direction,

Senator Marone. And with them having no responsibility for our
welfare at all.

Mr. Tuevor. Well, they want, according to Butler, the Chancellor
of the 12xchequer, tho{’ want to sell $800 million more than they bu?'_.

Senator MAroxx. Well, that is a terrific ambition, and it would
be wonderful if every nation in the world could do that.

I do not want to prolong the examination. You have made a very
fine statement, What do you recommend in regard to this act?

Mur. Trevor. I recommend that some provision——

Senator Marone. Your Patriotic Societies.

Mr, Trevor, That some provision be made to restrict the money that
is obtained by selling goods in this country in such a way that it
would be spent on our exports, ‘I'hat is what the President says
the money does, and of course it docsn't. 1t seems to e the advo-
cates of this legislation should not object to any provision which
mado the law do what they say it does do but does not do.

Senator Marone. How did we get in this situation to start with?
For 150 years wo seemed to do pretty well. We just had a tariff or a
duty, as provided in article I, section 8 of the Constitution, regulating
it so that it evened or.balanced the wages and taxes, the cost of doing
business, here and in the chief competing country so that there was
no advantage of low wages. o ‘

Mr. Trevor. That was the intention of all recent tariff Acts,
certainly. ' ) ' :

Senator Marone, For 150 years under that policy Congress did
not go into how much of our market they were going to give to a
foreign nation or whether or not they should let you survive in what-
ever business you were in, or when you had reached a peril point
where you were being destroyed that they would then take up a
collection for you or give ﬁou some s&)eci ¢ advantage. - When did
Co:}gress get into all this business? What put them in it?

Mr. Trevor. That seemed to start in 1934, I think, when the trade
agreements started.

Senator Mavrone. Do you know what happens if the Trade Agree-
ments Act is not renewed $ :

Mr. Trevor, Well, I believe it goes back to the Smoot-Hawley
legislation, if we denounce our agreements and break off all the GA’
arrangements.

Senator Maronk.. We revert to the 1930 Trade Agreements Act,
which was a flexible import fee or tariff act. Upon 2 months’ notice
to the Secretary-General of the United Nations all of the articles
covered by multilateral trade agreements revert to the Tariff Com-
mission, an agent of Con , on a statutory rate; and on 6 months’
notice to nations party to bilateral treaties that the State Department
bag made, all those products revert on the same basis. .

Do (()lu? know what that so-called Smoot-Hawley Tariff Act really
provided?. . Y ‘ o ,

Mr. Trevor. I believe it Provided for an equalization of the v ge
nte costs of products in the United States as agiinst the world.

lggnato'i"Ma,nom:. Against the chief competing nation on each
product. . ‘

Mr. Trevor. Yes.

Y
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Senator MaronNe, Well, is that not exactly what you needt

Mr, Trevor, Well, it would seem so if you want the American work-
men to have the jobs. ‘ )

Senator MALoNE. In other words, if you want the American work-
ingmen and the American investors to have equal access to their own
market then you would just revert to the flexible adjustment of the
duty or imposts or tariff, whatever you want to call it, and let it
equnlize the wages and the cost of doing business here and in the chief
com{peting nation abroad; would you not?

Mr. Trevor, That is right. )

Senator MaroNE. Is that not what everybody is trying to say, only
jus{ %fr?aid to say they are against this monstrosity that was passed
In 1934

Mr. Trevor. Well, I suppose there are some people who just want
to help the foreigners and don’t care about this country; I don’t know.

Senator MaroNE, Well, I am not so sure of that. .

I have been in all these countries and I have tried to analyze it. I
thought I had to see all our star boarders before I could vote intelli-
gently. I think you hit the nail on the head a while ago when you
said 1t was a phenomenon in this countty for American producers to
be agking for free trade. But aren’t they Americans that are inter-
ested in these plants abroad, to furnish this market?

Mr. Trevor. That is right.

Senator Marone. Well, isn’t it just that simple?

Mr. Trevor, It certainfy is simple.

Senator Mavrone. Then it is the international investor versus the
A.menl'igtan workingman and American investors; isn’t it about that
simple

Mr. Trevor. It certainly seems so,

Senator MaroNe. Then would the Tariff Azt of 1930 need any sub-
stantial improvement if we reverted to it as we know we can do just
by sitting still and not extending this act? ,

Mr. Trevor. I should not think so. ' )

Senator MaroNe. Mr. Chairman, I think that Mr. Trevor has made
a fine witness, and I think it ought to set some of our Members of the
House and Senate thinking very seriously about this act.

Senator CarrsoN. Senator Bennett?

Senator BENNETT. I have just one question.

As I read your statement on the bottom of page 9 you believe the
American price for gold at $35 an otince is actually holding up the
world market and that if we cease to buy gold freely that the price
of gold would go down? . ‘

Mr. Trevor. That is apparently the view of the Canadian Federal
Minister of Finance. . o

Senator Bennerr. Well, you present it as your view.

Mr. Trevor. It is my view too. . o ‘

Senator Bexnert. I think that will be of interest to our friend
from Nevada because the gold miners of America ﬁFnre that if we
would just set the price of gold free it might double, and that the
American Government is actually keeping the price of gold down
and preventing the development of local gold resourcés.  What do
you have to say to that? : Lo , '

Mr. Trevor. Well, my personal opinion is that the price of gold
would not go up. I think the market should be free in this country
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at least. Whether it is free for the Russians to send their gold over
hgr?] and sell that is something else. I do not fhink I am in favor
of that..

Senator BENNETT. Well, you believe we should have import re-
strictions on gold?

Mr., Trevor. I certainly do; yes.

Senator BENNeTT. Then if we need gold in this country and cannot
produce enough we should go without the gold because obviously——

Mr. Trevor. I think I would discriminate where you would get it
instead of just saying Syou would get it any place. Geu.ing gold from
a Canadian mine or South American mine is entirely different from
a Russian mine,

Senator Benxert. Are you depending largely on this statement of
the Canadian Minister of Finance for your conception that gold
would go down or do you have any other specific information that
would lead to that point of view? ‘ : -

Mr. Trevor, No, I cannot say that I have any. specific—I do not
think you can be specific any more than that. It is a matter of opin-
ion. It has never been tried. ' - ‘

Senator BExNerr. Well, I think—let’s put it this way: You are
the first witness who has ever come before this committee to indicate
that in his opinion the Price of gold would go down if it were free.

Mr. Trevor. I know for instance in Peru, they created a coin that
had no monetatry value, but was a slug that weighed so much gold,
and tried to sell that.

‘There was not any very great market for it.

Senator BENNerr. When did this happent

Mr. Trevor. I think about 1940 some time, I could not give you
the exact date. . ‘ S : :

Senator BENNETT. I listened to your statement with a great deal
of interest and it seems to me you have done a beautiful paper and
scissors job. You have collected a variety. of statements made over-
a period of 10 or 12 years under various’ circumstances and out of’
them ‘you build a rather plausible case, and I do not think that is:
particularly convincing to this committee. :

It certainly is not to me, because you have no central unified core.

You have taken a whole variety of newspaper headlines, unrelated -
articles, and tried to put them together, and— — )

Mr. Trevor. I think they are relate’(i, sir, if I may respectfully dis-
agree with you on that. .

Senator Bennerr. Well, you can disagree, but as I say, to this
Senator, at least, that kind of an approach is not at all impressive.
That is all, Mr. Chairman, ; T

Serlx‘ator CarrsoN, Mr. Trévor, we certainly appreciate your appear--
ance nere,: T K Sl . o E .

. Senator MaroNg, Mr, Chairman, I'would like to ask another ques- -
tion, First I would like to say that I have introduced two gold bills.
I do not of my own knowledge know whether gold would go up or go
down as a regult. - But I do believe the w,a{ to find it 6ut is to liave a -
free market for a while and one of my bills would provide just that,

Mr. Trevor. Thatigright, -~ @ .. = -

Senator Mavone, Turn it loose and ‘let our people buy.and sell
gold just like they doin Evurops. - - - ST

27620—58—pt. 2——8
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. You see, through the Marshall plan and ECA and whatever. it is
called now, we ;gfefth;s,folding money, to Europeans-and they can-
use that to build up gold balances, whereas when you earn your money
herg({vou cannot, bny gold. . .. sl L AT e .
T don't think it is a very healthy situation. b oo
. Then, too, a8 Canada is a little smartér than we iare:in several
instances, I think .the worth.jof their dollar reflects that horsesense
they are using up there. . It is'worth more now than ours, I was up -
there_in 1947, to make a talk béfore théir National' Mining Confer-
ence I believe it is called; . At that time they were paying.a subsidy
for gold of .$7,50 an:ounce to the miners and then sellm% it to us for
$35 an ounce which I told them looked to me like a pret y(-igood deal. .
They..also_waited untjl we passed the Marshall plan and gave the
money to:England to buy the wheat foir cash before they would 'sell
heat to England, . .. . o AR

- any.w R T R T
§o, while I was pointing out these things I was not doing very'well -~

ag_far as: crepting-friends and influencing peoplée but. then; wher 1
found they did not like that'kind of talk, I changed the subject and -

. after that we got along pretty well,

They have & lot of senisein Canada.; i [t r ol o0f - e
-My: other. bill %regandinq‘lgoldsptowdes that after we determine the"
value. of the: gold-thyough & free market, whether it is $25, $55, .or
$35,',wejoonﬂiegoldsténdprd.’r' SRR A
.And I think that sometimes there is a very grave difference of
opinion in _he_arinﬁs‘ in this committee, but what we fieed to do is'get
testimony in the hearings that m‘ight‘l;xfinf out:what we should do, -
There are people who ‘think:you:shoiild have a:free market:for,
gold and tie the noneyto gold but not fix a priceon'the gold. -~ : ' i~ ~ -
To that I cannot reply adequately. I only know that we.do not :
héve'the angwernow and that we had better find one; .~ < .ct -+ 2
Now; Lstill want to compliment you on your aggroach:v i
I askéd -you then what you:thought we ought to do

and you-an-

" swered it and X also believe that is what weshould do. -+ -

If:wé do not' have the' votes to stog ‘this extension and w§-rha€e? ’
never had them, it has been exténded 10-times, they claim 414 million
ple workirg .on foreign trade:jobs, but I showed in a table'and

‘ .mmﬁt- to argueithe question with anybody who takes:exception to
it, that we are now exporting:less percentage: of ‘our. exportable = -

goods in dollars.than-we did in the first three decades bf the century,
and before we had any such thing as so-called reciprocal trade, foreign
i ograms, or-sals for worthless fordign cumneipei)if 3;%11 )
‘buy’ e .
goods.” I expect something to come out of that, because §oiﬁeo¥xé is"
going to take exception to it and we are'going to have some datd onit.
I have never been able to get very much out of the Departmen :
of Commerce. - I told Secretary Weeks that arid Seqmtary'»ﬁtnlle‘?,’and_

‘ magbo e wili get s little more now.” Thope wedo: =
N0

w we havé 6 million. boysion.the street.even if there x‘eglfjr’f are '
414 million working here shipping this stuff ‘acrosd the Atlantic dnd*-
Pacific océans. - Our inines dre down, our textilesare going out, our "

“crockery is destroyed. Several hundred industries are on thé way out
arid I would like t_ovhay_e.gour idéaon thxs"anﬁllig of it i o e

Mr. Trevor. I think the reason for this:dificulty is that shppos‘edlv

‘the money that we give foreigners by buying imports is spent on our .

‘
i
)
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exports, and it is demonstrable 1at it.is not, otherwise, there is thls
chppmg right 'there that says foreign. nations hike gold-dollar Fe-,
serves in fii dpemod by cutting buying in United States.
They not buy our ez(xiports 'There are other things'they can. -
do with eu- money and they S
They buy land in the cduntry, the g buy stocks on, the. sbook ox-’
chan ore ig 1o ljustlﬁcat,lon for that,
Setlator MaroNe, I think it is ﬁne 1f they can do that mth their
own.money, : )
* T would approye ¢  of thiat heartlli
Mr, Treyor. But I do not think it should be done thh money tbat
we ive them by buying their imports
nator ﬁumm So what does seem to be the ob;ectxve of all thist:
Is it a port of evener of the wealth of the United Nations with’
nations or ig it a del ﬂperate jnducement for American invest.
T&; to'go abroad through the geitling of the tariffs and the controls,
influence the movemen at of, mdust{y? Is that the objective$,
It; i8 not; cOnce;vable that our peop do, not. know what they are;

My 'r'mavon “Well, {i: seerns ga. if-ve-wi
Butler’s recommendati¢ al ‘mg Engla‘
more than she is Wllh 6 bu . :

g carrying out Chancellor
sell $800 mnlhon

'Mi“Gmo :

% ldgnt of th‘ ’Columbmn R0 : , N

dwin H. Filter Cog “of Philadé K}ua aﬁ& New Orlea 5

behalf of Cordage Institute, 350 Madison- Avenue,
Cordage tltute is the-trade association of t

~ fibei ¢ory én ‘twine mantfactu 15t of ‘the mahufactu,rers

~ onbéhalf o: whoin this statement i8 made is attached,

" Secrétary f State Dulles in’ hls statement before tlns eommittee

- last I«‘riday sajd: [ 7

Let e, 88y, thls, almost every. nauonal pollcy hnrts qome‘nnd beneﬁu others.

‘We agros with this observation: : but we do ndt agree that out riational
policy on foreigh trade was inten&ed toseribusly harm unport-senmtxve
~ indugtries,’ The Co ; pursuait to its tﬁtxox{ lﬁ ngibility,*

hias established a national policy on foreign trads; whiclrwre hevoca
- be clearly implied from' the Trade Agreements Act as amended.

- .
Ay
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As we see it, simply stated, this policy is that tariff concessions ma
be made on a reciprocal basis, but no tariff concessions should be made
or maintained which would result in serious injury to any domestic
industry. It is our belief that the word “reciprocal” was inténded to
mean reciprocity in kind, namely a trade of tariff concessions for tariff
concessions. We fail to find any declared intent of Congress that
within the meaning of the word “reciprocal” would be included a
diplomatic or military advantage.

. Further, we find nothing in the existing legislation to warrant an
inference that the Congress in enacting the peril soint and escape
clauses, had any exceptions in mind to the policy that domestic industry
and labor should not be seriously injured by excessive imports result-
ing from tariff concessions. ( :
ow then, a reference to the record of the administration of the
trade agreements program, with which you are all familiar, makes it
clear that those charged with this administration have established and
practiced a different national policy on foreign trade than was in-
tended or visualized by the Congress. If that were not so there would
be no fight on this pending legislation, The seriously injured domestic
industries would have escaped that injury because they would have
had the intendéd equal opportunity té compete. ‘ )

1 would like to stress those words, “equal opportunity to compete.”

The record shows to the contrary, that in only one-third of the
cases in which the Tariff Commission recommended favorable action
was some remedial action authorized by the executive department.

The executive offices and the State Depattmenit want the power to
carry out their own version of a foreign-trade policy. They desire
the power to trade off American industry and jobs to obtain some
diplomatic or military advantage that usually is only temporary.
The administration wants H..R. 12591. That means to us that this
bill will Five them the power they desire to impose their own foreign-
trade policy on the country. -

If the Senate wants the administration to have this power to estab-
lish such a national policy on foreign trade, it will enact this bill as
it is written. In that event we suggest that the Congress at the same
time, hgvin% adopted this indirect method of repudiatinﬁlits previous
policy, should as a matter of %o‘o‘d faith clearly inform the American

eople of its intention to establish as a national policy the executive

epartment’s concept of & foreign trade policy. The Senate shiould
recognize at the same time that the established peril-point and escape-
clause _{»rocedum would hold out to import-sensitive domestic indus-
tries little hope of equality of opportinity to comipete as was the
original intent of Congress. o o .
. But we cannot believe the Congress has aI&intention of repudiating
its present policy. We cannot believe the Congress will put the fate
of our many impott vulnerable industries and thousands of workers
in the hands of some individual or individuals in the executive depart-
ment. Such action in the light of the responsibility imposed on the
Congress - by the Constitution, in our opinion, would amount to a
denial of justice to many American citizens, . - :

This is not & question of trust in the Office of the President or the
Secretary of State. . 'We know full well that no occupant of these
offices in this age could ever find the time to master the detail irivolved
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in these cases to the degree contemplated by the Constitution in the
promise of judicial process for the protection of American citizens.

Every administration witness, so far as we know, has emphasized
the importance of maintaining our export business and has tried
to convey the impression that protection of import-sensitive industries
would destroy our exgort business, We are in complete disagreement
with this premise, and we gre sure that the members of this committee
are fully aware of the fallacy of the figures and the various misleading
interpretations which have been by these witnesses in support
of this argument. Most industries engaged in export, export only
a small percentage of their total output,. We cannot agree, and we do
not contend that the import business of any industry should be Sltlg-
ported at the expenss of an import industry any more than that the
export business of any industry should be supported at the expense
of an import-sensitive industry. - ‘ o

Do not our import-vulnerable industries employ people and con-
tribute taxes to the benefit of our economy and the diversification
necessary to our national growth and security? ‘Do not many of these
import-vulnerable industries make a direct contribution to foreign
trade, for that matter?

Our own industry, for example, imports all of its natural raw fibers
from foreign countries, On the question of employment, is it not a
fact that generally our import-vulnerable industries are those re-
quiring the most hand labor-in their operations, thus offering the

reatest proportionate opportunity foremployment? The very reason
they are so vulnerable is becauss import competition is mainly in
those areas where the greatest amount of hand labor is involved.

It is inconceivable to us that the Congress in the consideration of
these and other factors would establish, or allow to be established,
a 'national policy that permits the'sacrificé of many of our industries
and thousands of jobs, to promote the temporary. interest of exporting
industries. We say “temporary" because in our oginion the rapid in-
- dustrialization of many areas of the world, and the resulting surplus
manufactured products in many countries, manufactured at much
lower cost than is possible here, will in due course confront our ex-
porting industries with unbeatable price competition in most of the
markets they now serve. In recognition of this prospect, many Amer-
ican exporting industries have established plants abroad.

According to the June 20, 1958, Washington report of the Chamber
of Commerce of the United States, private investment abroad totals
about $35 billion; and 23 percent of our imports come from foreign
branches of American companies. There you have it. Not only do our
export industries recognize their coming inability to sell United
States-produced items abroad, but they are also going a long step
beyond, in taking advantage of low-cost foreign labor to manufacture
products for export to the United States. In the present state of un-
eniployment in this country, perhaps there should be some authorita-
tive calculation on the number of American jobs which have been ex-

rted to foreign shores, to produce the 23 percent of United States
imports referred to. : C

-Senator BExNeTT.- May I interru}l)lt at this point? Do you have a
figure to show what portion of that the 23 percent represents products
that are also manufactured in the United States? S
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That is an overall figure, and it must include all the foreign oil
that comes to us from the Near East. , , :
It must include the American companies that own bangras and
ovher agricultural products offshore, o
Mr. Groror. Senator, I believe the answer to the Uquest.ion you
asked is contained in the statement made by the United States
'Chambet of Commerce here a few days ago. e
Page 7 of the statement of the Chamber of Coinmerce of the United
‘States niade here June 26, 1058, the second paragraph states:
, For Instance, in 1955 (the latest figures) Unitedt States producers abroad
supplied 88 percent of crude-oll imports; 98 percent of aluminum imports
" (including bauxite) ; 87 percent of nickel imports; 72 percent of copper imports ;
85 percent of iron imports; 50 pércent of lead imports; and 78 percent of
imports of paperbase stocks.- In total, United States companies abroad pro-
vided 23 percent of our 1055 commodity importa. . .
Senator BENNETT. I will comment on those when you have finished
your statement. - R : e '
Senator CarrsoN. You may proceed. S i
Mr. GeoreE. Section 6 of H. R. 12591 permits thé Chief Executive
to modify or disregard a Tariff Commission recommendation in an
.esoape-clause p ure, and. requires. & two-thirds majority vote in
both Houses of Congress to overcome such Presidential action, . We
are convinced that it is.in the national interest that the Con
recapture. its constitutional responsibility ‘and:enforce it national
policy on foreign trade. This would require the elimination of this
provision, and in lieu thereof provide that a:Presidential modification
or nullification of & Tariff Commission recommendation in an esca
‘clause ﬁrooedum, would not become effective -unless approved: by
sither House of Congress. If the Chief Executive’s reasons for the
proposed action are important to the national interest, he should have
no diffigulty in obtaining this aPpmvaI; whereas, a8 .we all know,-it
would be ‘virtul\!l{ iml}\)o_sstble or any industry to obtain the two-
thirds majority of both Houses of Congress as provided. in the bill. .
;- Further, we suggest that the term. of tlie extension of- the act be
limited to 2 years and tariff cuts to not more than 10 percent.. There
i8 no real reason why the act should be extended for a longer term
since Mr. Dulles and others have stated that it was not expected that
this authority would be used in connection with the proposed Euro-
pean Common Market foratleast3years.. . .. .~ = . :
. That allows 1 year as leeway after a 2-yeur extension to get a fur.
ther extension of thisact, =~~~ . . - . oo .
In;view of the rapidly changing circumstances of the world, it
would seem only prudent that the Congress limit the extension to the
horter term. At the expiration of the 2 years the Congress would
ave another opportunity. to consider the necessity of changes and
further extensions in the light of the then-current situation.., -
As it happens, one of our principal products is on the free list. - We
have filed an application with the Tariff Commission under the escape
clause. The:present law would limit favorable action.to.a recom-
mendation for a quota, section 5, subsections (¢). and (f) ,of H, R.
12591 permity the imposition of a duty.as well as a quota in such
cases, and;we earnestly urge that this section be rvetainediin.the bill
so that the Tariff Commission may have greater flexibility in its rec-
ommendations for remedial action. _
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We are for international trade. We believe that there can be a
healthy and expanding international trade without the sacrifice-of
domestic industries, and we see no reasoii' why our economy and the
diversification of our industries should be prejudiced to achiéve tem-
porary gain for exporting’ industries ot for temporary dnplomatrc or
military advantage. A

Thank you, Mr, Chairman. -

(The attachment previously referred to follows:)

UNITED STATES -PRIVATE HAaRD F1BER CORDAGE AND T\vmz Muvr.wruar:ss

t

MBMBZB& OF COBDAGB INBTITUTE

Amerlcan Manufacturing Co., Brooklyn, N. Y.,
St. T.ouis Cordage Mills, St. Lotils, Mo. e

Cating Rope Works, Inc., Maspeth, N. Y, | ' , B
Columbian Rope Co., Auburn, N.Y. - ’ "
Edwin H. Fitler Co., Philadelphia, Pa I\ew Orleans, La. R
Thomas Jackson&Son Co., Readl. g PP

New Bedford Cordage Co., ‘New B lord, Mass.

Peorla Cordage Co., Peorla, 11,

Plymouth Cordage 00, North Plymouth Mars ] l\ew Orleans, La.

{B.T\ Rugg Oo.; Newark, Ohio.

Tubba rdege Co., 8an Francisco, Calln

' rdage Co Seattle, Wash. :

Great Western Cordage Co,, Orange, Calif. . , .

. Wall Rope Works, Inc.; New York, N. Y.; Beverly, N.'J. ‘ oo

- Whitlock Cordage Co., New York, N X.; Jersey City; N.J. .«

Nouusunm oF coamoz msrmm: S
Badger Oordage Mms. Inc.; Milwgukee, Wis, : L A
Hooven & Aliison Co., Xenia, Oblo. R R ,-;:.'_
* Senator CarLson. Senator Bennett?: st

Senator BENNETT:: M1, Chamnan, I would ]ust lxke fé retnm to the
squestlonl raised earliér, ' oc o s -

. The text of your statemant. on page 5‘ certamly a.ve mé the 1mpte§-
sion that the 3 percent of imports coming from foreign branches of
American companies was based largely on manufactured products-
-because in the sentence yousay: .- ! . e AT

Not only do our export industries _recognize thelr common mabiuty to sell
‘United  §tates produced ‘1féms abroad, ‘but:they are also ‘going a- long ‘step
beyond, in taking advantage of low-cost toreign labor to manutacture products
for export to the United States.

Yet when:ydu take the figures’ glven ‘in tha seoond paragraph on
page 7 of the Chambers teport all we see are raw materials with the-
Eosslble exception of. paper— ased stock which is certamly only asem1-

nished product. Ny

- But it is fair. to say that xf the Umted States ig deficient'in every
one of the materlals llsted in thls hst -we could not emst wrthout
imports.. ;. - . - i
. Youican- argue about crude 011, but certamly there is no tendenoy,
I have heard:nobody suggest that we cut out all. mportatron of oxl
particularly from thé Near East.- - Th . '

We are not completely sufﬁclent in alummum, ln mckel m copper,
in 1ron in lead or zins, and in'paper-baséd stocks. i ! i sl

P ¢ hardly think these figures.bear out your: oontentxén that ou
manufacturers are going abroad to manufacture finished : products,
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and then turn around and ship what I assume to be consumer goods
or things of that kind back to the United States.

Mr. George. Your point is well taken, Senator, but I am sure
you do not mean to infer that there are no manufacturing branches
of Awmerican companies abroad who are exporting manufactured
products to this country{ . .

Senator BenNETT. 1 think they are comparatively insignificant.
If you can give us some important examples of large-scale imports
of items manufactured in this country; and also manufactured by
the same companies abroad for reshipment here, I would be glad to
have them.

Mr. George. Offhand, I can think of the growing trend of small
cars that are manufactured by American companies.

Senator BeNNETy. That is fine.

Now, what percentage does the total import of foreign cars bear
to the total American manufacture? .

Mr. Groroe. I believe the most recent figures I have heard was
7 percent.

Senator Bennerr, That is right. . .

So when you take out of those cars, cars that are manufactured
by foreign-owned companies, it becomes a much smaller figure than

at. ‘ \
Mr, Groror. Well, Senator, I am sure you appreciate when you
read from this page 7 here that this is not intended to be all-inclusive;

these figures they quote. The¥ say, for instance——

Senator BExNNeTT. The on l{ reason I put them in the record is
that when I questioned your figure, you referred me to them.

Mr. Georag. Correct.

Senator BexNerr. And T just want the record to show that the 23
-percent to which they refer, and which you quote, does not actually
represent consumer products manufactured abroad for resale in the
United States; but rather, I think, rather substantially represents raw
nll\atzr}ilals that we need that we could not get along without, rather than
the other. : :

Mr, Groroe. Well, Senator, I agree with your point, with th
premise, ‘ _ . ‘

b As I said, we, in our industry, import all natural raw fibres; we
ave to.

Senator BenNerr. That is right. ‘

Mr. Georor. So that foreign trade to us is extremely important. I
do not presume to be an authority on all phases of this question.

~ ANl I know is that I work for a company, and in our particular in-
dustry, imports and the items that make up about 60 percent of the
. total volume have grown from 23 percent in 1950 to 65 percent of the
total United States market in 1957. . S

Senator Bexnert. I think there is no question about the serious-
ness of your problem. But at the same time, since you depend on im-
ported materials, you would not like to see a Xro'gram of the kind
advocated by the previous speaker which wounld more or less cut off
American imports.: . =~ .- : S :

Mr. Georoe. I did not gather that he wanted to cut off American
imports. I certainly couldn’t endorse that completely; I am sure no
one élse could. - oo ' :
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Senator Ben~err. I have no further questions,

Senator CartsoN, Mr, George, we appreciate your appearance be-
fore the committee.

Mr. Georae. I thank you for your courtesies. )

Senator CarsoN. Our next witness is Mr, W. M, Chapman, director
of research for the American Tunaboat Association of San Diego,
Calif. Mr. Chapman, will you take the stand and proceed with your
statement.

STATEMENT OF W. M. CHAPMAN, AMERICAN TUNABOAT
ASSOCIATION

Mr. CrarmanN. My name is W. M. Chapman. I am director of re-
search for the American Tunaboat Association, of San Diego, Calif.
Our association is composed of boatowners whose vessels fis for yel-
lowfin and skipjack tuna exclusively by the livebait méthod, and is
organized as a fishery cooperative marketing association under the
laws of the State of California. o o

A comparison of table 7 of the report by the United States Tariff
Commission on tunafish of May 1958 and table 9 of the report of the
Secretary of the Interior on fresh or frozen yellowfin, skipjack, and
bigeye tuna_of May 1958 will show that vessels of this type, fishing
out of San Diego, produced 61 percent of the tuna ¢onsumed in the
United States in 1948, and 83 perceént of the tuna consumed in the
United States in 1957, the last year of full record.

In our statement before the House Committee on Ways and Means
on Mareh 18, 1958, with t ot the Reciprocal Trade Agreements
Extension Act (a copy of which is attached as appendix 1), we dwelt
exclusively upon the fact that the Trade Agreements Act as then con-
templated would not help us or hurt us because no remedy for our
condition was provided in it. We deliberately refrained from making
any statement with respect to the efficiency with which the act, in our
experience, was administered. It will be the primary purpose of this
statement to examine the experiences we have had.in getting relief
under this act, with a view to providing the committee with & specific
example of how a small industry like ours, inconsequential in dollar
volume in:the 51:'033 national product, fares under the aét as it is ad-
ministered by the executive branch of the Government. - In order to
do this, it is necessary to briefly examine thé problem first: -

THE PROBLEM

The problem fis sammarized succlnetly in table 1 of the above-cited Tariff
Commission study wherein it I8 ghown that— - . . |
{a) imports of tuna in all forms (expressed in ‘whole-fish weights) have
ilggf'eased steadily from 26 milllon pounds in 1848 to 277 million pounds in
(b) the apparent annual United States consumption of tuna has {ncreased
steadily in the same perlod of time from 355 million pounds in 1948 to 599
million pounds in 1957
(o) the ratlo of landings by American-flag tuna vessels to apparent annual
g ggumpsioh has declined steadily from 92.8 percent in 1948 to 53.9 percent in
yand .
(d) the ratio of imported tuna to thie landings by American-flag tuna
- vessels has increased steadily from 7.8 percent in 1048 to 83.5 percent.
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To {ndlcate that these trends, which have been conslstent for 10 years, have

not altered this year, I cite these statlstics: ST - .

(a) I am reliably informed that the tuna survey of the Nielsen Co. shows
total consumer sales of canned tuna in the United States for the first 5 months
of 1038 to have been 15 percent higher than for the same perlod in 1057 (those
for 195; had been 9 percent higher than those for 1956).
© (D) 1 am rellably Iiformed that the actual sales of canned tuna by the
‘members of the California Fish Canners Assoclation in the first § months of
1038 were 23 percent higher than for the same period in 1957, .

(o) The June 19 report (P-120) of the Market News Service of the Department
of the Interlor shows the total imports of fresh and frozen tuna into California
from January 1 to June 14, 1958, to have been 1,100 tons ahead of the same
period in 1057, the previous highest year of record. : :

(d) The above-cited report shows the total landings for the domestic balt-boat
fleet during this period to have declined by 2,600 tons from the same period in
1957, and by 14,000 tons from the same period in 1956. .

PROBLEM OF CANNERS VERSUS PRODUCERS

The weight of this import problem has fallen with diametrically different em-
phasis on the two primary sectors of the domestic Industry, the tuna canners
as juxtaposed with tlie tuna producers (boatowners and flsherinen),

Canners: The canners, after having received a severe setback in
1950 and 1951, when the Japanese dumped such an enormous volume

-of canned tuna in this market that it severely damagead both the Anveri-
-can aind Japanese canners, have thrived. =~ - - o .

The market for canned tuna in the United States has continued the
rapid increase that has marked the whole history of the industry.
"The consumption of canned tuna in the United States, when converted
from the Tariff Cominission’s whole-fish basis to the more familiar

‘standard cases of 48 one-half-pound cans, has risen spectacularly in
the past 10 years in this manner: , '

Cases
1048 .. ‘ ammmm—ammsascemcsaseacecansassmanaanan 7, 000, 000
1952... - a—-- 11, 000, 000
1957... - 15, 000, 000
1958 (projected) - - -- 16, 500, 000

To the best of my knowledge, only two of the tuna-canning com-
panies in the United ‘States are publicly held stock companies and
issue publicly annual profit-and-loss statements. One of these is the
Columbia River Packers’ Association, Inc., of Astoria, Oreg., and the
-other is the Van Camp Seafood Co., of Terminal Islangi, Calif.

The Columbia River Packers’ Association is about the fourth largest
tuna-canning firm in the United States. It utilizes substantially more
imported tuna in its pack than it does domestically caught tuna. Its
reporting year coincides with the caleridar year. Its annual report
“for the year ending December 31, 1957, gives the following tabulation
of its grosssales and operating profit for thelast 6 years: s

Opecating |  Pefcent
profit

Year . - .| Gross sales profit to
. e v ssles

8385, 774 89

R e

1,187,082 7.8

1,617,491 9.3

1,817,978 - 9.6
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The Van Camp Sea Food Co., Inc., is either marginally the largest
canner of tuna in'the United Statés, or niarginally the second largest.
It utilizes substantially more domestically caught tuna in its pack
than ‘it does importedy tuna. Its. reporting year is from May 30
to June 1. Its annual réport for fiscal 1957 will not be released
until sometime in August. It does, however, issue public seinianiiual
reports.  Its semiannual report for the period June 1 to Noveinber
80, 1057, shows a total sales of $24,570,000 for the 6-month period
and an operating profit of .$1,127,060, or 4 percenit on sales, It is
generally. understood in the trade that the operating profit for this
company in the last 6 months of its fiscal year will be shown to be
substantially greater than during the first 6 months’ reportéd upon
above. This understanding appears to be supported by (1) “the
action ‘of the company this month in raising its quarterly dividend
on common stock from 20 cents per share to 25 cents per share, and
(2) the current listing of the common stock on exchanges at $13 per
share versus $7 per share of 3 and 4 years ago. '

Table 36 of the Tariff Commission report shows, for all tuna
cannors in the United States a net operating profit of 5.3 percent on
canned tuna salesin 1957, -~ ~~ 77T 7 '

Government statisties ¢overing the processors of food and kindred
products in the entire United States in 1957 show the following net
profits before taxes on gross sales to have been as follows: 4

Quarter ’ Sales Percent of

Thus it is clearly evident that in ‘this. period of years when the
imports.of tuna have been increasing steadily in volwme the tuna
canning’industry has enjoyed a rapid and steady increase in its volume,
and a rate of profit on it§ sales which certainly comparés favorably
with that'enjoyed by kindred processors of food in the United States.
. The year 1958, which is a recession year for much of United States
industry, gives every prds?ect of being a boom Year for the domestic
tuna canning industry. If the whole year holds up to the first &
months, total sales of canned tuna’ for 1958 will be 15 to 20 percent
higher than during 1957, the previous highest year of record. Profit
on sales will without a doubt be substantially higher thanlast year for
the reason that there have already been two price rises on'canneéd tuna
at the wholesals levél this.year, and there has beten no compensatory
increase in the price of tuna to the fishermen or in the canner’s other
costs of production. .This is reflected in the retail price of turia in
the Washington, D. C., area where advertised brand, light meat, chunk
st{ll.e tuna was selling at 27 to 29, cents per can last yeir, and is now
selling at 31 ¢ents ‘per ¢can, ' - e

.Canned tunp has.protective ‘tariffs and quotas. Tung ¢anned in
oil bedais'4'duty 5f 85 percent ad valorem, Tuna canned in brine bears
& duty of 1214 pertent ad valorern up to 20 percent of thé total appar-
eht consumption 6f tuna in the United States,