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EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

THURSDAY, FEBRUARY 17, 1949

Uxrri.v STATES SENATE,
CoMITTEE ox FINANCE,

Va.shington., D. C.
The committee met at 10 a. M., pursuant to call. in room 312. Senate

Office Building, Senator Walter F. George (chairman) presiding.
Present: Senators George (chairman). Connally, Byrd, Johnson,

Lucas. Hoey, McGrath, Millikin, Taft, Butler, Brewster, Martin, and
Williams.

The CHAMMAN.,. The committee has before it this morning H. R.
1211, which is an act to extend the authority of the President under
section 350 of the Tariff Act of 1930, as amended, and for other pur-
poses, which passed the House of Representatives on the 9th of
February.

(H. R. 1211 is as follows:)

[H. R. 1211. 81st Cong., lot smen.]

AN ACT To extend the authority of the President under section 350 of the Tariff Act of
1930, as amended, and for other purposes

Be it enacted by the Senate and House of Representatires of the United States
of America in Congrcss assembled, That this Act may be cited as the "Trade
Agreements Extension Act of 1949."

SEc. 2. The Trade Agreements Extension Act of 1948 (Public Law 792, Eight-
ieth Congress) is hereby repealed.

SEc. 3. The period during which the President is authorized to enter into
foreign trade agreements under section 350 of the Tariff Act of 1930, as amended
and extended, is hereby extended for a further period of three years from June
12 194&

Sc. 4. Section 350 (a) of the Tariff Act of 1930, as amended, is hereby further
amended by deleting the following therefrom: "in the present emergency in
restoring the American standard of living, in overcoming domestic unemployment
and the present economic depression, in increasing the purchasing power of the
American public, and".

SEc. 5. Section 4 of the Act entitled "An Act to amend the Tariff Act of 1930",
approved June 12, 1934, as amended (U. S. C., 1946 edition, title 19, sec. 1354), is
hereby amended by striking out the matter following the semicolon and inserting
in lieu thereof the following: "and before concluding such agreement the Presi-
dent shall seek information and advice with respect thereto from the United
States Tariff Commission, from the Departments of State, Agriculture, and Com-
merce, from the National Military Establishment, and from such other sources
as he may deem appropriate."

SEx'. 6. Section .350 (b) of the Tariff Act of 1930, as amended (U. S. C.. 1946,
title 19, sec. 1351 (b) ), is amended by changing the colon to a period, by deleting
the proviso, and by adding the following: "Nothing in this Act shall be construed
to preclude the application to any product of Cuba (including products preferen-
tially free of duty) of a rate of duty not higher than the rate applicable to the
like products of other foreign countries (except the Philippines). whether or not
the application of such rate involves any preferential customs treatment No
rate of duty on products of Cuba shall in any case be decreased by more than 50

1



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

per centum of the rate of duty, however established, existing on January 1, 1945
(even though temporarily suspended by Act of Congress)."

Passed the House of Representatives February 9, 1949.
Attest: RALPH R. ROBERTS, Clerk.

The CHAIUMAN. On this matter we have here this morning the
Assistant Secretary of State for Economic Affairs, Mr. Willard L.
Thorp.

Mr. Thorp, will you please come forward ?
We are sorry to have delayed you, but I do not think you have been

very long delayed. You may proceed, and you may make such state-
ment as you wish to make to the committee on this matter in chief
and thereafter you may answer such questions as the committee mem-
bers wish to propound.

STATEMENTS OF WILLARD L. THORP, ASSISTANT SECRETARY OF
STATE FOR ECONOMIC AFFAIRS, AND WINTHROP G. BROWN, DI-
RECTOR, OFFICE OF INTERNATIONAL TRADE POLICY, STATE
DEPARTMENT, WASHINGTON, D. C.

Mr. THolpu. Thank you, sir.
My name is Willard L. Thorp. I am Assistant Secretary for Eco-

nomic Affairs in the Department of State.
After full hearing before the Ways and Means Committee, the

House of Representatives approved H. R. 1211 on February 9, a bill
to repeal the Trade Agreements Extension Act of 1948 and to continue
until June 1951 the authority of the President under the Trade Agree-
ments Act of 1934, as amended. The last Congress reaffirmed the
reciprocal-trade-agreement principle by its 1-year extension, and it
appears that the general principle is firmly established. The present
issue is primarily one of procedure.

The President is asking for a return to the procedures which had
been developed as the result of experience from 1934 to 1948, rather
than a continuation of the procedural limitations established in the
1948 act.

Under trade-agreement procedure as it existed up to 1948 the Presi-
dent entered into tariff agreements for the purpose of expanding
American foreign trade and improving treatment of our commerce
abroad after obtaining the advice of a number of interested executive
agencies which functioned together through a committee structure
known as the trade-agreements organization. They advised the Presi-
dent as to when negotiations might be undertaken and with what
countries. When negotiations were decided upon they afforded full
hearing to the public; they gave careful study to all aspects of con-
cessions under consideration and made recommendations to the Presi-
dent; they acted as a steering group in the actual negotiations. As of
June 1948 this interdepartmental organization included representa-
tives of the DeDartments of Agriculture, Commerce, Labor, Treasury,
State, the National Military Establishment, and the Tariff
Commission.

Apart from the fact that the 1948 act gave authority for only 1
year, it made three objectionable changes in this procedure. It
removed a key participating agency, the Tariff Commission, from the
central role in every phase of trade-agreements work which it had
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occupied up to that time; it caused unnecessary duplication of effort;
and it required the Tariff Commission to prepare peril-point reports
wlhich would have had the effect of unduly limiting the scope of benefits
we could hope to obtain through the reciprocal-trade-agreements
program.

On the first point, I believe that it was the intention of the drafters
of the 1948 act to give the Tariff Commission a larger role than it had
enjoyed up to that time, but the real effect of the bill was the reverse.
True, in the provisions for peril-point reports, the Commission was
assigned a job of its own, to be performed without the collaboration
of the other interested agencies. At the same time, the Commission
was specifically denied a continued place as a collaborator in the
planning for and the carrying out of negotiations. Its staff could
no longer participate in country subcommittees of the Committee on
Trade Agreements; a Tariff Commissioner could no longer sit as a
voting member on the Committee itself, and its staff must not be
included on the teams of negotiators who actually bargain with the
representatives of other countries at international conferences. In-
stead of having a vote in all recommendations respecting trade agree-
ments made to the President, the Commission was forced to confine its
activity to the one function of preparing peril-point reports. The
Tariff Commission and its staff are experts in this field, and have
played a most important part in the past. The United States Govern-
ment should enter into these negotiations with all the wisdom and skill
which it can command, and that is not possible under the 1948 act.
H. R. 1211 will restore the Tariff Commission to its former position of
influence and usefulness.

The second major objection to the new act is the duplication of
effort it has caused. The act obliged the Tariff Commission to hold
public hearings in the course of preparing its reports. However, as
no provision was made for the tariff Commission to receive views of
exporters regarding concessions to be obtained or views of persons
interested in the over-all aspects of the program, the Tariff Commis-
sion hearings did not eliminate the need for the regular hearings by
the Interdepartmental Committee for Reciprocity Information. At
the same time, many people interested in possible reductions in United
States tariffs who appeared before the Tariff Commission, which had
responsibility for determining peril points, also thought it necessary
to appear before the Committee for Reciprocity Information, which
consists of the officials who actually have responsibility for recom-
mending concessions to the President. Thus, most of those who were
concerned with possible reductions in United States duties appeared
twice The result was a substantial duplication and an unnecessary
burden on all concerned.

The third major objection to the 1948 act is that the peril-point
reports of the 1948 act are necessarily unduly restrictive. In them the
Tariff Commission is reqiured to report what it finds to be the mini-
mum tariff and other import restrictions, or the increases in tariffs
or import restrictions necessary to avoid the threat of serious injury
to domestic industry producing any article under consideration for
trade-agreement concessions by the United States. The determinations
by the Commission are to be made without regard to any national or
international considerations, such as benefits to be obtained from other
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countries, long-term needs of our economy for expanding markets.
the necessity of obtaining the best possible use of domestic resources.
including consideration of conservation, possible strategic considera-
tions, and the possible repercussions of our actions upon policies of
other countries toward us.

It is important that the Tariff Commission be brought into the
team as soon as possible. Less than 2 months from today the United
States will take part at Annecy, France, in an international confer-
ence which will have as its task the negotiation of reciprocal trade-
barrier concessions. All 23 parties to the 1947 General Agreement
on Tariffs and Trade will be there, negotiating with some or all of the
13 additional countries looking toward their becoming parties to the
agreement. The new countries, with all of which we shall be ne-!o-
tiating, are Colombia, Denmark, the Dominican Republic. El Salva-
dor. Finland, Greece, Haiti, Italy, Liberia, Nicaragua, Peru, Sweden,
and Uruguay.

At Annecy, countries are expected to agree that some of the trade
barriers now maintained by each country will not be increased; that
others will be reduced or eliminated, and that certain preferences will
be reduced or eliminated. At the same time, more nations will join
in an agreement to extend to each other the best treatment they accord
to any nation in customs matters; they will agree to keep quantitative
restrictions to a minimum and see that these operate with as little
discrimination as possible: they will undertake not to frustrate tariff
concessions by the use of internal charges and restrictions which oper-
ate as invisible tariffs. We want the best possible results from these
negotiations. and for that purpose we want full Tariff Commission
participation in the months ahead.

I should not like you to gain any impression that the trade-agree-
ments program has not involved consideration of its probable effect
upon individual industries. The program has been administered
with care, and with appropriate safeguards. The record of 14 years
has not brought forward evidence of injury to domestic industry.
although a few industries have consistently expressed fear that they
would be hurt. Among these is the domestic jeweled-watch industrY.
Since witnesses are to appear who will present various views on thi;
special problem, I would like to say a few words about it, although
I will not try to go into the subject in detail.

The jeweled-watch industry consists in the United States of four
firms, soon to be joined by a fifth. Three firms engaged only in do-
mestic manufacture The fourth, though a large domestic producer.
is also an importer. Of the three firms which engaged only in do-
mestic manufacture. two enjoyed record sales in 1947 and 1948, with
net income comparing favorably with that of any previous year. One
of them declared an extra year-end dividend in 1.948. The third
company. though it also had large sales through 1947. recently filed a
petition for reorganization under chapter 10 of the Bankruptcy Act.

The claim has been made that competition from imports was the
cause. However, there is abundant evidence of causes of a different
nature. The company has had a history of financial difficulties and
reorganizations. Witnesses familiar with the situation at Waltham
indicated in their testimony before the House Committee on Ways
and Means that not only poor manufacturing methods, lack of ad-
vertising, and outmoded distribution methods but also financial mis-
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management were the cause of deficits in spite of the fact that sales
had been high in recent years. The company itself made no men-
tion of foreign competition as a contributing factor in its reorgan-
ization petition and stated that "the debtor's present financial condi-
tion is due primarily to lack of working capital. * * * The debtor
believes that the enterprise is fundamentally sound and that its sta-
bility will be restored as a result of reorganization." Subsequently,
the Reconstruction Finance Corporation agreed to lend what is con-
.idered a sufficient amount of working capital. providing certain con-
ditions are met. It would appear. then, that the industry is not being
seriously injured by imports and. second, the problem of the one
company which is in trouble is on the way to solution by appropriate
means.

Because much has been said of the essential role of the watch indus-
try in wartime, I should like to add a word on that subject.
The National Military Establishment is represented in the Trade
Agreements Committee and has always followed the watch situation
carefully. It is in complete agreement with the other agencies in the
Committee that the national security is in no way threatened by
imports of watches at present. and the Secretary of National Defense
recently wrote to Mr. Doughton to that effect. There is no question
but that we must maintain a pool of skilled watch workers for future
emergencies. but there is no prospect that imports will either elimi- (f)
nate or seriously injure the watch industry. New capital is going into
d,,niestic watch prolucti~o even now, notably in one of the three
domestic firms and in a firm hitherto engaged'exclusively in import-
ing. With reorganization at Waltham. there is every reason to expect
an expansion rather than a contraction of employment in the manu-
facture of jeweled watches.

It is. of course, important to have the record clear as to the fact rT"
that the trade-agreements program has been carried out without se-
rious injury to domestic industries. However. it is equally important
to stres the benefits which the program is bringing to American ex-
porters and so. indirectly, to all domestic industry and agriculture.
However, this leads into a consideration of the principle of reciprocal :;c
trade agreements and the objective of the expansion of trade, and that
is not really the issue before this committee.

There is no doubt but that the program presents the best means ;
available for securing a needed increase in American imports. There a
i. no doubt but that it will help to maintain domestic production and
ability to consume by supporting the demand for agricultural and
industrial products which depend upon export markets.

However. the issue before this committee is a procedural one. We
believe the old procedures were better. Every effort has been made
in the past to negotiate trade agreements so as'to avoid serious injury
to industries in the United States. We believe that we have been suc-
cessful in that effort, and we hope to maintain our record. Every
effort has been made to include as broad and comprehensive safe-
guards as possible in the agreements, so that. if events prove that mis-
takes were made, there will be ample means of correcting them. This
will continue. And we hope that the Senate will join the House in
permitting the executive agencies of the Government, where skill
and experience in this field are to be found, to work fully together
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in carrying out the program. We wish to carry out this program as
effectively and as wisely as possible.

The CHAMMAN. Senator Connally, have you any questions?
Senator CONNALLY. I have one brief question: What are the views

of Mr. Clayton, who I understand has been in charge of most of these
international conferences on the subject of trade agreements? Does
he favor this bill ?

Mr. THORP. Yes; I believe Mr. Clayton is going to appear as the
next witness.

Senator CONNALLY. That is all.
The CHAMIMAN. Senator Millikin?
Senator Mn.TIKiN. Mr. Thorp, you, of course, appreciate that this

whole subject matter is within the direct, primary, expressed consti-
tutional power of the Congress.

Mr. THoEP. Yes; I do.
Senator MIIKIN. That whatever power the President has results

from our delegation of that power to him.
Mr. THoRP. That is correct.
Senator MIiuuKrN. Therefore, he is our delegate in this matter.

Correct?
Mr. THORP. That is my understanding of the legal situation.
Senator MLLrKiN. Last year, when the matter was before us, pro-

ceeding on that theory, we asked for the minutes of the Interdepart-
mental Committee, and I, as chairman of the committee at that time,
received a letter from Mr. Clayton. I will read it.

DEPARTMENT OF STATE,
Washington May 5, 1948.

Hon. EUGENE M=LnrUr,
Chairman, Senate Committee on Finance.

DEAR SENATOR MILLIKIN: I have taken up again with the Department your
request that the minutes of the Trade Agreements Committee be made available
to the Committee on Finance. The Department has considered this matter fur-
ther, and directs me to say, with regret, that it considers that it would not be in
the public interest to comply with your request, for the following main reasons:

1. The minutes in question contain information obtained from business in con-
fidence and upon the assurance that it would not be disclosed.

2. They contain information which, if known to other countries, might prejudice
the position of the United States in future negotiations, and which might em-
barrass this country in its relations with countries with which the negotiations
to which the minutes refer took place.

3. The minutes are the records of the deliberations of the President's advisers.
The President is the one responsible for decisions on tariffs under the act, and
is entitled to the opinions of his advisers expressed fully and freely without the
constraint which would inevitably come from the knowledge that they might be
made public.

The Department would not feel authorized to make these records available
to the Congress without the consent of the President.

Yours very truly,
WILLIAM L. CLAYTON,

Special Adigser to the Secretary of State.

Does that continue to be the viewpoint of the Department of State V
Mr. THORP. Yes; that still is the viewpoint.
Senaor MILLIKN. Has the President been consulted in the matterV
Mr. THOeP. I am not aware that he has been consulted in the matter

since this letter was originally written; and I think you would have
to ask Mr. Clayton whether he was consulted at that time.

t
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Senator MImLIKIN. Well, would you mind taking it upon yourself
to see that the President is consulted and that we may have his opinion
on whether he wants to continue this secrecy in this matter?

Mr. THORP. Yes; I will be glad to forward that request to the Presi-
dent.

Senator MILimN. You understand that the Tariff Commission is
bound by specific law to report to this committee and to the House
Ways and Means Committee on all of its actions.

Mr. THORP. I am not familiar with their legal requirements.
Senator MILLIKIN. I suggest to you that it follows that, since the

President is merely acting as an agent of Congress in this matter, the
Congress having the primary constitutional authority over the subject,
he is obligated to give information to the Congress, just the same as
any legislative agency would be.

On June 15, 1934, President Roosevelt wrote Representative Buck
of the House as follows. This may be found in the records of the hear-
ings, at pages 377 and 378:

My DEAR CONGRESSMAN BUCK: I am somewhat surprised and a little amused at
the fears you say have been aroused in California because of the enactment and
possible administration of the Reciprocal Trade Agreements Act. Certainly it is
not the purpose of the administration to sacrifice the farmers and fruit growers
of California in the pursuit of the will-o'-the-wisp of foreign markets, as pub-
lished reports would make believe. I trust that no Californian will have any
concern or fear that anything damaging to the fruit growers of that State or of
any other State will result from this legislation.

Very sincerely yours, m
FRANKLIN D. ROOSEVELT.

That was one of the early Presidential expressions that domestic
industry shall be safeguarded.

In President Truman's message to Congress of March 1, 1948, on the
subject of reciprocal trade-agreements extension, he said:

In addition, the interests of domestic producers are carefully protected in the
negotiation of each trade agreement. I assured the Congress when the Reciprocal
Trade Agreements Act was last extended in 1945 that domestic producers would
be safeguarded in the process of expanding trade. That commitment has been
kept. It will continue to be kept. The practice will be continued of holding
extensive public hearings to obtain the view of all interested persons before
negotiations are even begun. The practice will be continued whereby each agree-
nient before its conclusion will be carefully studied with the Departments of
State, Treasury, Agriculture, Commerce, and Labor, the National Military
Establishment, and the Tariff Commission.

Finally, each agreement will continue to include a clause which will permit
withdrawal or modification of concessions if, as a result of unforeseen develop-
ments and of the concessions, imports increase to such an extent as to cause or
threaten serious injury to domestic producers.

I invite your attention to that as a further reiteration of the Presi-
dential policy of safeguarding domestic industry.

In connection with the hearings on the extension of the reciprocal-
trade agreements in 1945, Mr. Clayton testified as follows: I am
reading from page 7 of that report, and from page 378 of the hearings
before the Senate Finance Committee:

A rumor has freely circulated that certain American Industries have been
singled out as inefficient industries and that if the additional authority provided
for in the bill is granted the State Department will use such authority to trade
off these Inefficient industries for other industries which can compete in the
world market. Nothing could be further from the truth than this. The State
Department has never construed the Trade Agreements Act as a license to remake
the industrial or agricultural pattern of America. The record of 11 years of
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administration of the act should prove that. If, however, there is any doubt
in anyone's mind regarding the use of the act to seriously injure American indus-
try, this doubt should be completely dispelled by the letter of May 25 from Presi-
dent Truman to the Honorable Sam Rayburn. The short letter reads as follows:

"My DEAR MR. SPEAKER: Supplementing our conversation yesterday, I wish
to repeat that I regard the pending measure for the renewal and strengthening
of the Trade Agreements Act as of the first order of importance for the success
of my administration. I assume there is no doubt that the act will be renewed.
The real question is whether the renewal is to be in such form as to make the
act effective. For that purpose, the enlargement of authority provided by
section 2 of the pending bill is essential. I have had drawn to my attention state-
ments to the effect that this increased authority might be used in such a way
as to endanger or trade out segments of the American industry, American agri-
culture, or American labor. No such action was taken under President Roosevelt
and Cordell Hull, and no such action will take place under my Presidency.

"Sincerely yours,
"HARRY S. TRUMAN."

That I cite also as an additional confirmation of what appears to be,
so far as the statements are concerned, the Presidential policy of no
injry to American producers.

Do you agree with that ?"
Mr. THoP. Yes, I do.
Senator MILLIKIN. And is that.the policy of your Department?
Mr. THORP. That is the policy.
Senator MILTIKIN. Are you aware of Mr. Clayton's testimony of

last year that they take risks in making these agreements, figuring on
the escape clause to escape the risk?

Mr. THORP. I am aware of that testimony; yes.
Senator MILLIKIN. Then will you carve out the State Department's

exceptions, so that we may understand them clearly, to the rule of no
injury to domestic producers?

Mr. THORP. I can't state any exceptions to that rule.
Senator MITLIKIN. There are no exceptions?
Mr. THORP. There is a basic principle, on which the whole program

operates.
Senator MILLIKIN. You state there is no risk-taking?
Mr. THORP. I think I would have to state it this way: There is risk-

taking by everyone operating in the economic world. What actually
happens in this situation is that one has to examine the details of a
particular situation and make a judgment as to where the point is
which might be regarded as one which threatens; and, on the basis of
that judgment, not go beyond that point.

Now, to the extent to which human judgment may be fallible, to the
extent to which conditions may change. one may And that the judg-
ment was in error; and in that situation the escape clause is the
protection.
Senator MI URIN. I am driving to the point: Do you take calculated

risks in the negotiation of your ageements?
Mr. THORP. We make a calculated judgment; and every judgment

involves some risk.
Senator MILIKiN. Well, if you take a calculated risk, when you

are confronted with a single question of safeguarding domestic in-
dustry, how can you say that you are safeguarding domestic industry?

Mr. THORP. One makes a judgment as of the point at which the in-
dustry is safeguarded, and then defends that position by the escape
clause. The calculated risk is the risk that is involved in making
any judgment.
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Senator MULIKIN. But that is not what I ain taking about. I realize
thoroughly that in any judgment you make you can resolve all of the
presumptions in favor of the domestic industry; and yet you might
be wrong.

Mr. THORP. Yes.
Senator MILLIKIN. You might come up with something that would

destroy the industry. And the result might have followed from the
best of good faith and the most intelligent prior procedure. That is
not what I am talking about.

Do you, in making these agreements, in their initial aspect, take
a look at the whole situation and sometimes say, "This is risky, but
we will do it and depend on the escape clause to get out"?

Mr. THORP. I would say that. from the Department of State's point
of view this is a relative problem. I would put it in other terms:
that we do not act under this law in any direction in a way which we
believe is likely to injure or threaten.

Senator MILLIKIN. Directing your attention to the hearings which
were held before this committee last year. on June 1. 2, 3, 4, and 5,
page 52: The chairman was interrogating Mr. Clayton. Down toward
the bottom of the page, Mr. Clayton says:

We don't profess to have any sure way of finding it, Mr. Chairman. We don't ,J)
attempt to find it with absolute certainty, because we know we can't. But what
we do say is that if there are those cases where we take some calculated risks
in order to achieve an over-all desideratum. and we find we are wrong, we have
a protection here in the escape clause, so the mistake, if it occurs, can be
corrected.

Would you say now that you do not take calculated risks?
Mr. Tiionp. I have not said, Mr. Senator, that there are not calcu-

lated risks; because this is all an area of uncertainty. But what I
have said is that we do not take such action where we believe that
there is a threatened injury to a domestic industry. This is a matter ri
of judgment, on a scale of probabilities.

Senator MIIKIN. But is the safeguard test the test? Or do you
subject that test to other considerations?

Mr. THORP. The safeguard test is a very important element in the
decision.

Senator MILLIKIN. But not the single test.
Mr. THOnP. No, there are many tests that are involved before one

decides on a total negotiation.
Senator MILLIKIN. I invite your attention to the fact that there

are no exceptions carved out of any of those communications from
either President Trunian or President Roosevelt.

Mr. THORP. That is correct. I do not think I have been incon-
sistent. I have said that was not the only test. There are other
tests as well.

Senator MILLIKIN. There are other tests, and I think you have
made them clear in your statement here. Now we shall proceed to
see what you carved out in the way of exceptions to the safeguard
rule.

On page 2 of your statement, toward the bottom of the page, you say:

The determinations by the Commission are to be made without regard to any
national or international considerations * * *

Now let us pause right there.

86697-49-pt. 1-2
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If the question were up as to a peril point, would you go below that
peril point to serve national or international considerations ?

Mr. THORP. Senator, I think perhaps it would help if I described
briefly the difficulty which I have with the concept of peril points.

Senator MI.LTTIN. Let us waive the expression "peril points." I do
not want to get off into a lot of semantics here. I am trying to drive
at something in substance.

Let us say you reached a point in your consideration of a problem
where if you went below a certain duty it might injure domestic in-
dustry. Now, would you go below that point for national or inter-
national considerations?

Mr. THORP. No, we would not go below that point.
We will drop the peril-point definition, but I think the concept is

important in this connection; namely, that in making a judgment on
any particular situation there are levels which might be regarded as
absolutely "no peril" or "no threat," as a "slight threat," a "greater
threat," a "probable threat," and a "complete threat." This is a run-
ning scale. And the problem is not one of having some point on that
where it suddenly turns from black to white, but it is problem of deter-
mining where, on this scale, one will decide that there is a real threat
to domestic industry. Now when that point is reached, that does
become a determining factor.

Senator MILLIKIN. I am not interested in this mental strip-tease
that you are going through on how you reach a decision. What I want
to know is: If you reached the conclusion that to go below a certain
point would bring injury to a domestic industry, would you go below
that point in the interests of national or international considerations.

Mr. THORP. I can't think of any cases where we would.
Senator MnrUKiN. Then all that you have said here is senseless.

What you have said is: "The determinations by the Commission are
to be made without regard to any national or international consider-
ations." In other words, you say that the test we put on the Tariff
Commission is too narrow; that the injury test, the peril test, is too
narrow. So you are criticizing it by saying:

The determinations by Commission are to be made without regard to any na-
tional or international considerations.

It follows from what you have said that you favor considering inter-
national and national considerations in connection with whether in-
jur is done, does it not ?

You go on to say--
such as benefits to be obtained from other countries.

If the benefits from other countries were substantial enough, would
you injure a domestic industry ?

Mr. THORP. No, I would not take such a position where there was
any substantial expectation of injury to a domestic industry. But I
am saying that in determining where we are on this scale, and how
far we might go to the point where there is an assurance of threat,
these other elements enter into one's judgment.

Senator MILIAXIN. In other words, you modify the peril-point
theory with your own judgment as to whether, by exceeding the peril
point, national or international considerations will be serves. Right?
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Mr. ToRP. What I am saying is that there is some point where
one is sufficiently assured of a threat of injury that that does estab-
lish a limit, yes.

Senator MmLuN. Now, then, I ask you again if the benefits to
be obtained from other countries, let us say some very substantial
exporting benefit to us, were sufficient, do you claim that it is within
your privilege to injure a domestic industry to reach that point?

Mr. THORP. No; what I have said is that these do enter into your
determination of how far one does go in terms of the scale of peril or
risk.

Senator MmLIKIN. I do not see any magic in this scale talk of
yours, Mr. Thorp. The point is: Are you doing something which will
injure a domestic industry? Now I am trying to find out the excep-
tions which you carve out to that protection. And under your state-
ment here it appears that if a national or international consideration
was sufficiently weighty, you would injure domestic industry. It
appears from your statement that if benefits obtained from other
countries were sufficient. you would injure domestic industry.

Then you have-
long-term needs of our economy for expanding markets. * * *

What does that have to do with the simple question of whether a do-
metic industry will be injured by lowering a tariff, let us say, below a
peril point? What weight do you give that in your decision? tJ)

Mr. THoRn. I am sorry that I have not been able to make my posi- rt r
tion clear, Senator. My position is that there is no point at which you
turn from black to white, which represents an exact point where
suddenly one can feel sure that this is likely to injure domestic
industry.

Senator MILLIKIN. Yes, you have a question of judgment.
Mr. THoRP. There is a question of judgment. And the problem rn

of how far one can go along that scale, short always of the point of
assurance of injury, is determined by these other items.

Senator M TT.T I N. So that your judgment in determining where
there should be in injury from a proposed rate is affected by-
national or international considerations, such as benefits to be obtained from
other countries, long-term needs of our economy for expanding markets, the
necessity of obtaining the best possible use of domestic resources, Including con-
sideration of conservation, possible strategic considerations, and the possible :
repercussions of our actions upon policies of other countries toward us.

Your criticism of the "no injury" rule boils down to that. You say
the "no injury" rule is too narrow; that it is too narrow because it
does not take these things ito consideration. Is that not correct?

Mr. THaoRP. I don't think I have said that.
Senator MLLLIrN. What is the purpose, then, of what you have

said here?
Mr. Thor". I can only repeat the last answer that I gave, and that is

that these factors which I have mentioned here are factors which are
important in considering where one will come to rest on the scale of
threatened injury, short of the point of probable or assured injury.

Senator Miu IN. You have said, here:
The third major objection to the 1948 act is that the peril-point reports of the

1948 act are necessarily unduly restrictive.

Now will you tell us how they are unduly restrictive?
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Mr. THoRP. There is another reason why I feel that they are unduly
restrictive, apart from the subject matter which we have been dis-
cussing, and that is this: The Tariff Commission is instructed to fix
points, exact points, at which it feels that there is a threat of injury
to a domestic industry.

Having that responsibility-and it is a serious responsibility-it
would seem to me that they would necessarily exercise the most ex-
treme form of caution in fixing those points. And the reason is this:
If they agree to a lowering of a tariff, we will say, by a certain amount,
there never will be any way in which one can check as to whether it
might have been lowered more than that amount or not without doing
injury. If, on the other hand, there is injury which develops, quite
possibly for the other reasons than just the tariff reduction, the Tariff
Commission will be regarded as not having exercised its judgment
wisely. Therefore, this responsibility is heavily loaded with respect
to the position of the Tariff Commission from the point of view of
their taking an extreme position. And that is the reason why it seems
to me that this procedure restricts the possibility for negotiation
which the President would have.

Senator MILLIKIN. And the other agencies of the Government mak-
ing up this interdepartmental committee do not operate under the
same pressures, or whatever you want to call them? They are not
affected by considerations of that kind?

Mr. THORP. I would say the other agencies and the group with the
Tariff Commission, working as a group, have tried to find the right
points, rather than being put in a position where some future public
censure may be voiced with respect to them, and, because of a re-
sponsibility given to them by Congress, tend to go to what I would
regard as an extreme position.

Senator MILLIKIN. Why should anyone be sensitive about perform-
ing an official function, because of possible future criticism if they
are wrong?

Mr. THORP. I am afraid this is a matter of human nature. One is
asked to make a determination here, if a particular point, which
as I see it. does not exist as a particular point. There is a scale of
shifting circumstances here, and somewhere on that scale a particular
point must be chosen. And because of the character of the situation
it would seem to me-and I am talking of it in terms of the way I think
I would function if I were a member of the Tariff Commission-that
I would be extraordinarily cautious and extreme in determining that

point in this range of possibilities.
Senator MILLIKIN. I would suggest if you were a member of the

Tariff Commission that you would reach a point, following along that

scale that you are talking about, beyond wh ich there wou d be peril:
and I suggest that that would also be good practice for the rest of
the agencies in the interdepartmental committee to follow.

Mr. THORP. I should certainly try to do that, as a member of the

Tariff Commission. I am talking about the effect of the circumstances.
Senator MILLIKIN. Mr. Thorp, the end point comes down to this:

You have said that the peril-point business is unduly restrictive.
When we analyze what you have said to find out why it is unduly
restrictive, you complain because the peril point may not take national

and international considerations into view, that it may not take

benefits from other countries into view, that it may not take long-term

12
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needs of our economy for expanding markets into view, that it may not
take the necessity of obtaining the best possible use of domestic
resources into view, and that it may not take into consideration con-
servation, possible strategic considerations, and possible repercussions
of our actions upon policies of other countries toward us. Is that
correct, or is it not?

Mr. THORP. Senator, I can only repeat-and I would rather have
the record in my own words than in yours, if I might-that in deter-
mining the points which represent the maxima approved by the
President in connection with negotiations, one takes all of these factors
into account; and that this does not mean that these factors override
a judgment with respect to the point at which there is assurance of,
or a real reason for expecting, injury to a domestic industry.

Senator MmLiKIN. But in establishing a peril point, these con-
siderations are weighed.

Mr. TnoRP. In establishing a point which represents the maximum
to which one should go, these considerations are weighed subject to
the maximum limitation which I have described.
Senator MILLIKIN. Now, does it not follow that if you give weight

to all of these things that you have mentioned here, you might exceed
thejeril point?

r. THORP. What peril point? How do you define the peril point
which you might exceed? I am saying that there is a scale of possible (/)
points, and one takes these into account in connection with it. but one
never exceeds the point of expectancy of injury to a domestic in-
dustry.

Senator MILLIKIN. Yes; that is right. So why weigh all of these
other things ?

The Tariff Commission makes a study of the "X" industry in this
country. In its judgment a certain rate would produce an unfair rTI
competition with that industry. Now, it reaches that conclusion.
You suggest that that is unduly restrictive, because you should also
give due consideration to all of these other things. If that is not your
purpose, what is the purpose of this statement?

Mr. THORP. I also hope that in your summary of my position-
Senator MILUKIN. Well, you summarized your own position, Mr.

Thorp; and I am inviting your attention to it and trying to get its
significance. If it has any significance other than that you qualify the
safeguarding rule by these consideration, I would like to have you
make that clear.

Mr. THORP. I hesitate to repeat again the concept that I have.
Senator MILLIKIN. Do not hesitate.
Mr. THoRP. But the concept that I have is that there is a range of

from no peril to complete peril, and that in the determination as to
how far one may go in connection with the matter of threatened in-
jury, one takes into account many different factors, but in no event
does one go beyond the limit where the wise men on the subject feel
that there is clearly a threat to domestic industry.

Senator MILLIKIN. Now, then, let us take this range. If there is no
peril, there is no problem. Let us say it is kind of 50-50 whether
there is peril. If it is 50-50, then you bring these other things into
consideration?
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Mr. THORP. One brings these other things into consideration in
determininghow far one can go, yes.
Senator MILiKN. What relevancy have these things to whether

a domestic industry is in peril?
Mr. THORP. They have rather limited relationship to the problem

of a single domestic industry.
Senator MILLIKIN. That makes up your whole case as to why the

present system is unduly restrictive?
Mr. THORP. No, sir. This is one element of the case. The other

element of the case is the fact that the operation is such, by setting the
Tariff Commission off apart, to make these judgments, and having
them a matter of public record, that the Tariff Commission, 1 would
think would inevitably tend to be extremely cautious with respect to
fixing these points. Because they do have to exercise a judgment
over a range, and in that situation it would seem to me, since the
only thing that ever can be proved will be where they have made
mistakes with respect to setting the levels too low, that there will be
a bias inevitably with respect to where these points are fixed, and
that that in turn will impair the effectiveness of the program in gen-
eral.

Senator MiuKIN. All right. 'Now how would it affect their judg-
ment, or the judgment of the interdepartmental committee as far as
the peril point is concerned, to give regard to national and interna-
tional considerations? As far as the peril point is concerned, come
to it in any way that you want to, but how would their judgment be
affected by giving regard to national and international considera-
tions? How would that take you up or down on that scale that you
were talking about?

Mr. THORP. Most of these that are listed here, I think, would tend
to take one up on the scale. There may be others which might be
considered which would tend to take one down on the scale.

Senator MiLiuN. All right. Now, as to the determinations with
regard to national or international considerations, how would that
affect one's judgment as to the peril point?

Mr. THORP. I should think that those would enter into determining
where, on this scale, one would come to rest in terms of what would
be recommended to the President as a limit on his negotiations.

Senator MHmmKiu. How? Explain that to me. We are out now
to safeguard the "X" industry in this country. All right. You con-
sider competitive factors. You consider cost of production, when you
can get the data. You consider all of the things that are listed and
that are usually considered. Now you throw in another angle here,
and that takes you into your sliding scale. You want to modify that
sliding scale by these various considerations. We have agreed that
to reduce the customs on widgets below 10 percent would jeopardize
the widget industry. Or we are in kind of a middle position. So
now we will take up "national or international considerations." How
does that come into it? How would its jeopardy be less if you took
up national or international considerations ?

Mr. THORP. Well, I don't think that is the way in which the problem
would be as apt to arise, as this; one might say that some modifica-
tions could be made in a particular industry, or in a particular com-
modity, with no threat whatsoever, and then you might say, "Well,
it is just conceivable that if circumstances went in a particular direc-

14
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tion, and a series of events happened there might be injury to the in-
(lustry." This is a five percent chance; but there is that five percent
chance.

Now, in that case, one, I think, clearly has to decide whether this,
which is not what I would describe as an assured threat by any means,
represents something that one can include, or not, in a negotiation.
And that, I would think, would depend upon the importance to the
country of the negotiation and its general effect.

Senator MLLIKIN. All right. Now, if there was a five percent
chance, if that were the limit of your chance, I think that judgment
would quickly resolve that problem. But supposing it was a 50 percent
chance. I am following you now on your sliding scale business. Sup-
posing it was a 50 percent chance. Now you say that if you reduce
dhe tariff on widgets below this umpty-ump figure, there is a 50 per-
cent chance that we are in peril. But we will take it out of the peril
because of national or international considerations, or because of bene-
fits to be obtained from other countries, or because of long-term needs
of our economy for expanding markets, or because of the necessity of
obtaining the best possible use of domestic resources. That is a pretty
big order, Mr. Thorp. Then you say "including consideration of
conservation," which is also a pretty big order, and "possible strategic
considerations, and the possible repercussions of our actions upon
policies of other countries towards us."

In other words, in that kind of a case you would move your peril 171
point up, would you not?

Mr. THORP. Well, that again depends on what you mean by the
peril point.

Senator MILLIKINi. I mean the point beneath which you cannot
go and safeguard domestic industry. That is a matter of judgment.

ut I am saying to you, sir, that if your statement means anything, it
means that in reaching that judgment, you will consider all of these
other things. If not, your statement is senseless. And your criticism
that the Tariff Commission is operating under an unduly restrictive r
law is also senseless. And I am trying my best to get you to put
some sense into it.

You are saying that in this sliding scale, we have to consider these
things until we reach that point where it is unanimously clear that
we cannot go below. But if you are considering all of these things
how do you ever reach that point?

Mr. THoRP. I am afraid I do not understand the question as to how
one reaches the point.

Senator MU.LIKIN. Well, the Tariff Commission is in process of
reaching them.

Mr. IHORP. Yes.
Senator MiKIN. And have not you gentlemen been in process

of reaching them in the interdepartmental committee?
Mr. THORP. Yes, They are reached; if that was your question.
Senator MILLIKiN. There is nothing strange about it, Mr. Thorp.
Mr. THORP. No. I am afraid I didn't understand what your ques-

tion related to. The process for reaching them, of course, is a process
of composite judgment of various people.

Senator MILn N. Now let us see if we can get at it very simply.
You say that the present law is unduly restrictive. Will you now
tell us how it is unduly restrictive?
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Mr. THORP. The present law is unduly restrictive because it re-
quires the Tariff Commission to fix a specific point at which black
turns into white. That is an impossible exact point to determine.
Below that are points of varying degrees of injury and threat. And
in determining what shall be the limits on the negotiation, it has
seemed to us, and it has worked this way, that one should consider
the degree of threat to domestic industry. And, along with that, the
other elements which I have mentioned here,

Senator MILLIKIN. These elements that you have mentioned'!
Mr. THORP. That is right.
Senator MILLIKIN. So that you include these elements in reaching

that test.
Mr. THORP. In reaching the limit which is set for the negotiators.
Senator M LIKUN. That is exactly what I am getting at. The pre-

sent law is unduly restrictive because it does not require, in reaching
the peril point, consideration of these matters.

Mr. THORP. It doesn't permit them to be taken into account.
Senator MILLIKim. It does not exclude them, either; does it?
Mr. TiioR. I had thought it set a particular standard. I would have

to check the exact standard.
Senator MILLIKIN. No, it d6es not. But, Mr. Thorp, I repeat

again: I think we now have an answer to what I have been driving
at. You would consider all of these other matters in reaching the
peril point.

Mr. THORP. In reaching the point which would represent the maxi-
mum which the President would authorize for the negotiators?

Senator MILLIKIN. That is right. In reaching that maximum, you
would take all these other things into consideration.

Mr. THORP. This, of course, is subject to the fact that in reaching
that point it must be borne in mind that it never is a point beyond
which there is an assurance of threat to an American industry.

Senator MILLIKIN. All that I am driving at is that if you had your
way you would consider all of these matters in reaching the point be-
low which you believe you should not go.

Mr. THORP. That is correct; with an upper limit, which I have
described.

Senator MILLIKIN. Regardless of limit, you would consider these
points; would you not?

Mr. THORP. Yes; these points would all be considered.
Senator MILLIKIN. These points, under your view of it, should be

considered and given weight in reaching the peril point. And because
'the present law does not require that, you say that it is unduly re-
strictive. Is that not your argument?

Mr. THORP. These are considered in reaching the limit which the
President should authorize for his negotiators.

Senator MILLKiN. Now, I think you have also added emphasis to
Mr. Clayton's thesis that you take calculated risks; and you look to
the escape clause to get out of the calculated risks. Is that correct?

Mr. THORP. The escape clause is an additional safeguard.
Senator MILLIKIN. Yes: all right. Now, you take a calculated risk,

and that goes sour on you, we will say. Would you be good enough f
now to outline to us the procedures to invoke the escape clause?

Mr. THORP. The escape clause is invoked by the particular industry
which feels that it is being threatened or injured, which files an

16
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application with the Tariff Commission. And I believe there are
hearings and a study by the Tariff Commission, and then a recommen-
dation by the Tariff Commission to the President as to what action
should be taken.

Senator MILLIKIN. First the industry itself assembles the data to
make what it thinks is a case of peril. Right?

Mr. THORP. Yes.
Senator MILLIKIN. Then it makes an application to the Tariff Com-

mission. As the first step, the Tariff Commission meets and deter-
mines whether it will have a hearing. Is that right?

Mr. TioRP. Yes.
Senator MILLIKIN. The next step: Assuming that it decides to have

a hearing, it then proceeds to have it, which involves time for wit-
nesses and such time as is required to suit the convenience of the Tariff
Commission.

Mr. THORP. Yes.
Senator MILLIKI. Then you have the hearings, which involve

time; then you have consideration by the Tariff Commission, which
involves time; then you have the drawing of the report, and the
agreement, I assume, of the Tariff Commission on the report, which
involves time; then you send something over to the President. Now,
what happens from that point on?

Mr. THORP. Well, from that point on the President makes a Cl)
determination.

Senator MILLIKIN. Let us assume he makes a determination that
prima facie, at least, there is a threatened injury or an existing injury
to domestic industry. Let us assume that.

Mr. THORP. In that case, then, the escape clause is invoked, which
is part of the trade agreement.

Senator MILLIKIN. Now, let us get at the action required by all of
the countries which are parties to this multilateral agreement.

Mr. THORP. I will have to ask Mr. Brown to pick up at this point,
because he can do better on the technical aspects of it. till

Senator MILLIKIN. All right, Mr. Brown.
We have taken a calculated risk. It has turned sour on us. The

industry has made its petition to the Tariff Commission. The Tariff
Commission has finally decided there will be a hearing. It has held
the hearing. It has agreed upon a report to the President. It has
made a report to the President. The President decides to do some-
thing about it.

Now, what happens from that point onI
Mr. BROWN. Well, sir, the Tariff Commission report would pre-

sumably contain a recommendation to the President either that im-
mediate action is necessary, in which case the President would go
ahead and act, and would not need to consult with any of the other
countries that might be interested in the concession that was being
withdrawn, or, if it was not a case in which immediate action was
necessary, there would then be consultation with, the other countries
with whom the concession had been negotiated.

Senator MILLIKIN. Let us assume several things. Let us assume
first that the President concludes immediate action should be taken
and he invokes the escape. Every other country that is interested
has a right to take a compensating escape; has it not?
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Mr. BROWN. Yes, sir.
Senator MIU.axIN. That is right.
How many countries are in the present multilateral agreement?
Mr. BROWN. Twenty-three.
Senator MnrKIN. How many do you propose to get in I
Mr. BROWN. Thirteen.
Senator MLLIIN. So 36 countries will have an interest in that

escape.Mr. BRowN. No, sir.

Senator MILnuN. They might have?
Mr. BROWN. That is conceivable, but highly unlikely.
Senator MILKN. They might have. Certainly those countries

with which you made the primary negotiation on that article would
have an interest.

Mr. BROWN. And there are a great many articles in which only one
country has an interest.

Senator MILLIKIN. That might be. But there might be many.
Right?

Mr. BROWN. That is conceivable.
Senator MILLIKIN. That is why you have generalized your benefits.
Mr. BROWN. Yes, sir. But the agreements are so negotiated that

the negotiation is generally with the principal supplier; and the num-
ber of countries involved would be normally limited.

Senator MILLIuN. It might be one; it might be half a dozen.
Mr. BROWN. It might be as many as that.
Senator MnLIKmi. And there might be incidental repercussions

that would go along the whole water front.
Mr. BROWN. That is conceivable.
Senator MILLIKIN. Now, you are in the field of diplomacy; are you

not?
Mr. BROWN. No, sir. Well, I don't know whether you would call

o trade negotiation "diplomacy" or not.
Senator MIIIN. You have invoked an immediate escape. The

other countries that are directly affected, let us say, and those on which

there are repercussional effects also have an interest. So now your

duty is to try to contain the evil effects of that escape, to try to prevent

countries taking compensating escapes that we might not want. Right

Mr. BROWN. Well, Senator, I don't think that we could possibly

take the position that if we withdrew a substantial benefit which we

had agreed, for a quid pro quo, to give another country, it would be an

evil effect for them to take back something on their side of the bargain.

Senator MrLKI.N. Let us call it any efect you want. They are en-

titled to take their own compensating escape; are they not? Now,

naturally it would be to our interest to try to contain that process and

hold it in directions that would no be unduly harmful to us.

Mr. BROWN. Yes.
Senator MmLIKIN. So you are in diplomacy; are you notI

Mr. BROWN. In negotiation..
Senator MILLIKxN. You are in negotiation. And you could put your

own label on that as to how long it would take to run that process

through.
Mr. BROWN. Sometimes it takes a long time. Sometimes it is very

quick.
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Senator MLLIKIN. Very seldom is it very quick; right? How many
escapes have you taken?

Mr. BROWN. We have had action of those 23 countries on a com-
plaint in 4 days.

Senator M-LLITIN. And what action was that?
Mr. BROWN. That was an action involving some import restrictions

on our textile exports, proposed by Cuba.
Senator MILLIIN. What escape did you take?
Mr. BROWN. We didn't take any escape.
Senator MILLIKIN. I am talking solely about escapes. Now, let us

assume that instead of taking an immediate escape-
Mr. BROWN. May I just add one comment?
Senator MmLIKIN. Surely.
Mr. BROWN. I would say that I had thought your remark was ad-

dressed to the fact that because there were a number of countries in-
volved, the process of getting agreement with them would necessarily
be slow. And my answer is directed to the fact that that is not neces-
sarily the case, and that we have had experience to prove that it is not.

Senator MLLIKIN. Well, I am suggesting to you that you have had
no experience, under your multilateral agreement, on an escape.

Mr. BROWN. No, sir; not on that particular case.
Senator MILLIKiN. So that in the case where the President instead

of, say, taking immediate escape, does the wise thing and says, "Well,
now, let us see how this thing is going to pinch us," you start your
diplomatic negotiations to find out what the country with which you
negotiated, the principal supplier of that particular article, thinks
about it, and what it is going to do. Right?

Mr. BROWN. I think it is very likely that we would do that long
before.

Senator MILIKIN. You could not do it until you had a case before
the President.

Mr. BROWN. You could have an exploratory talk; yes, sir. It fre-quently happens.
Senator MxuJ KIN. Supposing you did. The Tariff Commission

then comes up and says, "We see no peril point here." So you have
wasted your time.

Now, when the Tariff Commission makes its recommendation, you
start your official machinery. And if the matter is not of the nature
where the President says you should take immediate escape, you then
start this diplomatic negotiation with the countries affected, to try to
contain-I said "the evil effects" a while ago-to try to contain these
compensating injuries to us. That is your job; is it not?

Mr. BROWN. It is not a compensating injury, sir. We have with-
drawn a benefit that we got. Therefore, the other fellow is entitled
to withdraw a part of his benefits.

Senator MILLIKIN. That is right. We understand each other.
Mr. BROWN. We go back to the status quo ante.
Senator MmLrKIN. That is right. And we might not like that.
Mr. BROWN. But they don't like our withdrawing our benefit from

them.
Senator Mnjmrnq. I am glad that you emphasize that. It em-

phasizes that they will take compensating escapes. And it emphasizes
also, does it not, that the President, before he invokes the escape clause,
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has togive considerable thought to what is going to happen when he

Mr. BROWN. No, sir.
Senator MILIKIN. Why not?
Mr. BROWN. Because he will have the recommendation of the Tariff

Commission that there is an established case of threatened and serious
injury.

Senator MuUKIN. Yes.
Mr. BROWN. And he has given a commitment that he will not permit

that to take place. He has established machinery for his action when
those cases are presented. And I think that he would act upon that
finding.

Senator MnILIKIN. Well, you are not suggesting that the President
would take an escape without thinking of the repercussions on our own
exports, for example; are you?

Mr. BROWN. He would think about it; but he has made this commit-
ment, and I think he would live up to it. And the situation is not a
case where somebody in another country is taking an affirmative action
to make our position worse. It is a case where we have agreed to im-
prove our mutual positions; where we, because of reasons which to
us are quite satisfactory, have worsened the position of the other coun-
try; and therefore you go back more or less to the status quo ante.

Senator MILLIKIN. Yes. But no man can, in view of your multi-
lateral relationship, which generalizes benefits and burdens, take an
escape, I suggest, if he is responsible, without considering what the
repercussions are going to be. Is that not correct?

Mr. BROWN. Yes; but I shouldn't think that they would be the
controlling factor.

Senator MILIUN. Well, you do not know. I mean, supposing it
would result in drying up exports of much greater value to us than
the particular import involved. Then, under the criteria which Mr.
Thorp has set out here, which I assume would work in reverse on this
situation, you would have a lot of things to think about there.

Mr. BROWN. But, Senator, by definition it would not have that re-
sult, because, as you have pointed out, the action by the other country
cannot be greater; it must be compensating.

Senator MILLIKIN. That is right.
Mr. BROWN. Therefore, the situation you have just suggested would

not arise.
Senator MILLKiN. Whether it reaches such a nice point of balance

as to be exactly compensatory involves a whole lot of negotiation and
consideration; does it not?

Mr. BROWN. No, sir; not necessarily.
Senator Mi.LuiiN. It just happens automatically?
Mr. BROWN. Well, let us put ourselves in the position, for a moment,

if I may, sir, that another country had invoked the escape clause,
and had withdrawn a concession which was of considerable import-
ance to us.

Senator MILLIE N. All right.
Mr. BROWN. We would feel that it was only appropriate that we

should withdraw concessions; yes, withdraw concessions which were
substantially compensatory. We would not withdraw a whole lot
of other concessions in addition, and try to take an unreasonable
attitude.
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Senator MILLIKIN. Well, we might, or we might not.
Mr. BROWN. We might. But it would certainly be our intention to

withdraw what was the equivalent.
Senator MILLIKIN. We would want to be fair about it.
Mr. BROWN. And presumably the other country would take the

same procedure.
Senator MILLIKIN. And every country will reach its own judgment

as to what is fair on the thing.
Mr. BROWN. That is correct.
Senator MILLIKIN. So that you have a whole chain of actions and

reactions resulting from this escape.
Mr. BROWN. Conceivably; but not necessarily, and not probably.
Senator MILLIKIN. Conceivably. It might happen. And if this

matter is a matter of value to anybody, you are going to have it.
Mr. BROWN. Not necessarily.
Senator MILLIKIN. You mean that a certain country that has been

proceeding on the basis of a certain concession would take that on the
chin without establishing a compensating move?

Mr. BROWN. No, sir. But you might very well have a situation
where the item was onlv of interest to one country.

Senator MILLIKI-. Yes; I understand that. But it might be a lot
of countries, might it not?

Mr. BROwN. It might equally well be one. (j)
Senator MILLIKIN. But it might be a lot of other countries.
Mr. BROWN. Yes, sir. As I say, conceivably.
Senator MILLIKIN. I am not trying to limit it, any more than I am

trying to exaggerate it. We are saying something which is correct
when we say it might be one country, or it might be a considerable
number of countries. Right?

Mr. BROWN. Yes, sir.
Senator MMLIKIN. We agree.
Now, then, you have all those time elements in there.
Mr. BROWN. No, sir; there is no time limit.
Senator MILLIKIN. Of course there is no time limit when you get

into diplomacy.
Mr. BROWN. Well, may I say this, sir: That the decision as to when

the President takes the remedial action which is recommended by the
Tariff Commission is entirely up to him? 7

Senator MILIKIrN. Yes. sow
Mr. BROWN. He does not have to consult with any other country

about that, and the agreement is quite clear on that point.
Senator MrLUKrw. I think that is all quite clear.
Mr. BROWN. Therefore, if the negotiations which you envisage, in

a case which is initially not recommended for immediate action by the
Tariff Commission, should drag out, the President can go ahead and
take his action when he, on the advice of the Tariff Commission, feels
that it is necessary.

Senator MmLIKIN. That is right. And the whole subject can be
tossed into this little ITO that you have in your general agreement.
Right?

Mr. BROWN. The effect of the action that we take can, and will be.
Senator MmxIiw. So that is something else that the President must

contemplate when he reaches his decision.

. I I
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Mr. BROWN. But that does not limit our action if we are addressing
ourselves to the point.

Senator Muuxw. You are not addressing yourself to the point,
but the President would naturally look around to see what the reper-
cussions are of an action which he takes.

Mr. BROWN. Of course.
Senator MILIKIN. Of course. All right. Now, then, you start out

with taking a chance. The chance has turned sour, and you are sub-
jecting an American industry to all of these complications that we are
talking about. And at the same time you say that you have a proce-
dure for safeguarding American industry.

Mr. BROWN. We are not, sir, if you will permit me to say this,
subjecting domestic industry to any of the complications of inter-
national negotiation which we have been discussing. The President
is entirely and absolutely free to take his remedial action and protec-
tive action when and as he sees fit. Therefore, as to this matter of
subsequent international negotiation, the industry affected is not in-
volved in any of the intricacies of that performance.

Senator MILLIKIN. It is involved, as far as the time is concerned.
Mr. BROWN. No, sir.
Senator MInLIKir. Let us suppose that an industry feels itself

threatened by imports. It goes before the Tariff Commission and asks
for an escape.

Mr. BROWN. I agree with that.
Senator MI-IAKIN. And by the time you get through with all of this

rigmarole: It might not be destroyed-I alm anticipating you-but
also it might be destroyed.

Mr. BRowN. I am sorry. I did not mean to say that the domestic
industry would not have to go through the procedure of establishing
its case before the Tariff Commission; although it is possible under
the procedures which have been set forth, for the Tariff Commission
to initiate the procedure on its own motion.

Senator MILIKIN. Well, let us assume the President can do it him-
self. He also has the power not to do it at all, has he not?

Mr. BROWN. Oh, yes.
Senator MILLIKIN. So, this original chance turns sour; and now,

according to your own testimony, it is within the discretion of the
President as to whether he wants to take an escape. Right?

Mr. BROWN. The President is not bound by this, but he has given
his assurance.

Mr. THORP. I think the letter from the President that you read
into the record earlier might have some application as to his view on
this.

Senator MmLxKIN. But the letter I read into the record, Mr. Thorp,
does not include all of these other considerations. And the letter that
I read before did not outline the difficulties of the escape procedure.
For in my judgment, if you have taken a calculated risk and it turned
sour on you, your escape clause procedure might be utterly worthiess
as far as protection of the domestic industry is concerned, through
the very complications that we have outlined, through the time delays
that we have outlined.

So it seems to me that we are indulging in a hypocrisy when we say
that we are going to safeguard Ameriean industry, and at the same
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time we put it in the lap of the escape clause for its protection after
having taken a calculated risk. I think it makes a farce out of the
assurances that domestic industry will be safeguarded.

Now let us discuss the role of the Tariff Commission in this busi-
ness. You say-I am reading from page 1-that the 1948 act-
removed a key participating agency, the Tariff Commission, from the central
role in every phase of trade-agreements work which it had occupied up to that
time.

Up to that time it had assembled data for the interdepartmental
committee. Right?

Mr. THORP. Yes.
Senator MILLIKiN. Up to that time, a member of the Tariff Com-

mission sat on the interdepartmental committee. Right?
Mr. THORP. Yes.
Senator MILLIKIN. The member did not represent the Tariff Com-

mission. He was selected from the Tariff Commission. And he did
not necessarily have to pass on to the interdepartmental committee the
views of the Tariff Commission. Right?

Mr. THORP. Whatever his arrangement with the Tariff Commission
was, was for him to make.

Senator MLLIKIN. I do not know whether he can make any arrange-
ment that is not specified in law. The way you did it, you selected
a man out of the Tariff Commission to sit on the interdepartmental
committee. The facts are that the Tariff Commission, as a body, did (f)
not pass on these things, and that the representative from the Tariff .n
Commission was not required to pass on the views of the Tariff Com-
missioners. He was merely selected from that group, as others were
selected from other places. Right?

Mr. THORP. That is right.
Senator MILLIKIN. Then, what is this role of the Tariff Commission

in the old procedure, that is so important?
Mr. THORP. The role was very clear. You had in the Tariff Coin-

mission an exceedingl expert staff.
Senator MILLIKIN. Which is still available to you.
Mr. THORP. Only available now with respect to giving facts.
Senator MILLiKIN. The collection of data. And that is what it did

before. That is exactly what it did before. That is what it is doing
now.

Mr. TncaiP. It did more than that before. You are quite correct
that it did that before. But before, members of the staff of the Tariff
Commission sat on the various committees that worked with respect
to individual countries, for example, and participated in the consid-
eration of the program which was developed. And this was very
important in terms of providing facts.

Senator MILIKiN. I am not talking about advisors.
Mr. THoRP. But it also was important in terms of wisdom.
Senator MMLIKIN. Mr. Thorp, I am not talking about advisors, and

I am not talking about observers. Are you stating that members of
the Tariff Commission, or members of its staff participated as the
actual negotiators of reciprocal trade agreements?

Mr. THorP. Yes. sir. That was not what I was stating at the
moment; but that is also true.

Senator MILLrKIjN. To what extent was that done?
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Mr. THORP. I believe that four of the five members on the Tariff
Commission were in Geneva.

Senator MILLIKIN. They were there as observers?
Mr. THORP. No, sir, they were active.
Senator MmLIKIN. Do you mean to tell me that you have been using

a congressional agency to take part in the business of an executive
department of the Government? Does that not at once suggest that
you are doing something for which there is no authority? Can you
find any provision in the law that authorizes the Tariff Commission to
negotiate a trade agreement?

Mr. THORP. I don't want to debate about authority, because I am
sure you know better than I.

Senator MILiAKIN. You know this field. You are an expert in this
field.

Mr. THORP. But this was obviously not a negotiation done by the
Tariff Commission as a body. I said there were four of the Tariff
Commissioners who were in Geneva and who were very active and
:helpful.

Senator MLLrKIN. I do not deny that they were active. I do not
Aeny that they were helpful. I know they were there. I had under-
stood they were there as observers, and that you might consult with
-them. But when you tell me that you made them actual negotiators
'of the treaties, or arranged that they were to be on negotiating terms.
,on the face of it you are making a declaration that you have done a
.very unlawful thing. You cannot produce any authority for the
Tariff Commission, which is an independent agency of the Congress.
participating in executive work of any kind. And that was never the
intention of Congress.

Mr. THORP. I am sorry, but I am not an expert on the authorities
given by Congress.

Senator MLLIKIN. Is there anyone here who knows about that?
I suggest to you that unless we change the law and give the Tariff

Commission a different status, unless we make the Tariff Commission
an agency of the executive department of this Government. if it has
been engaged in actual negotiation of trade agreements, it has been
doing a completely unlawful thing. And I suggest that instead of
bragging about it, you ought to have a certain sense of shame.

Now we come back to the role of the Tariff Commission in the inter-
departmental committee. Do you agree with me that the member that
was picked from the Tariff Commission was there in his individual
capacity, and might or might not reflect the views of the Tariff Com-
mission?

Mr. THORP. That is my understanding.
Senator MMLIKIIN. That is correct. Well, I think that takes con-

siderable swelling out of this importance of the role of the Tariff
]Commission in your old procedures. Because you can still get all
the facts that they ever furnished you.

Mr. THoRP. But we can't get their wisdom in terms of participation
in thinking and judging with respect to the application of the pro-
gram. We do get their facts; but we want more than their facts.

Senator MMLIKIN. Oh, yes. You get their wisdom. You get their
wisdom on the most important part of their function; to wit, the estab-
lishment of peril points. You get their wisdom all right. And you
also get all the facts that you want.
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Now, you are talking about unnecessary duplication of effort. The
fact of the matter is that you had the Tariff Commission, and the inter-
departmental committee operating at the same time. Is that not
correct?

Mr. THORP. Yes.
Senator MIL lXIN. And only about 25 percent of the people that

appeared before one, appeared before the other. Is that not correct?
Mr. BRowN. In my understanding, it is considerably higher than

that-more than half.
Senator MiLuuKiN. My figure is about 25 percent. But in any event,

if you had wanted to, under your own theories as to what powers you
have, you could have delegated the whole job to the Tariff Commission,
could you notI

Mr. THoRP. I do not quite understand how we could have. Because
the Tariff Commission is supposedly to be kept separate from ques-
tions with respect to anything other than those concerned with the
leril-point matter.

Senator MiLiKIN. Yes. Well, if they have a separate job, why
should they not operate separately? What is all this damage that is
done by having two different inquiries; where those who want to, who
have an exporting interest, appear before your interdepartmental
committee, and those who have an importing interest appear before
the Tariff Commission ? If they have a joint interest, why should
there not be two places for them to go to?

Mr. THORI,. We did try to accomplish the result which you suggest,
by making it clear that those who appeared before the Tariff Com-
mission would have the record utilized by the other group.

Senator MILLIKIN. Yes.
Mr. THoRP. But a large number of the witnesses preferred to appear

before both groups; in part, I think, because they wanted to be sure rr
there was the opportunity for cross-examination of them.

Senator MILUKIN. Well, that was an admirable procedure then.
What is the complaint about that? r-

There is this end point, is there not: That whether the interest be an
exporting interest or an importing interest, there was a place to go, to
make the case.

Mr. THOEP. Yes; that is correct. >
Senator MULrKIN. And the end point is that you continue to receive

facts from the Tariff Commission, as you always have.
Mr. THorP. That is correct.
Senator MIUaKIm. Now, what percentage of the world's trade is

represented by Colombia, Denmark, the Dominican Republic, El Sal-
vador, Finland, Greece, Haiti, Italy, Liberia, Nicaragua, Peru, Swe-
den, and Uruguay?

Mr. THorn'. We will be glad to supply that for the record.
(Mr. Thorp subsequently supplied the following information:)

In 1938, these countries (excluding Liberia, for which figures are not available)
accounted for slightly over 8 percent of world exports and the same percentage
of world imports.

Senator MnmKrw. Do you intend to start these negotiations in
AY rils

%r. T~oitp. Yes, sir.

8669T-9--pt. 1----8
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Senator MnuIamw. It is your understanding that the Tariff Con-
mission will have ready the peril points on March 4?

Mr. THoRP. We have no information to the contrary, at any rate.
Senator MnUKIN. My informal information is that they will have.
How long will it take to negotiate these new agreements?
Mr. THORP. I should imagine that it would take several months.
Senator MTr-uKIN. Several months. When you get those in, you

will then have covered the world with trade agreements, with very
unimportant exceptions.

Mr. THORP. A very substantial part of the world, yes.
Senator MILUKIN. When you get that done, your job will have been

finished, roughly speaking?
Mr. THoRP. No. There still remain other areas, and trade agree-

ments from time to time have to be renegotiated with respect to
changing circumstances.

Senator MnimuUN. The agreements you completed at Geneva expire
when? I mean, they could be brought to an end when?

Mr. BROWN. Within 60 days, sir.
Senator NILLi IN. Within 60 days? Is there not a 3-year period

after which there can be-
Mr. BROWN. The agreement is now provisionally applicable under

a separate protocol; but under the agreement itself when it becomes
definitively applicable, it runs to 1951, and after that you can with-
draw on 6 months' notice.

Senator MLLIKIN. But barring some extraordinary procedure, of
somebody pulling out in the meantime, those agreements will finish
their initial term, let us call it, when?

Mr. BROWN. In 1951.
Senator MuLIKIN. 1951?
Mr. BRowN. Presumably.
Senator MmuNKi. These agreements, I assume, will be drawn in

much the same way.
Mr. BROWN. Yes, sir.
Senator MIU-KIN. They will have a further 3-year period.
Mr. BROWN. They will be the same. All the agreements have been

3 years.
Senator MIum.IN. You expect to finish them within several months

after you start negotiating?
Mr. THORP. Yes, sir.
Senator MUrLUN. I assume you have already jumped the gun and

have most of your field work done, have you not ?
Mr. BROWN. No, sir.
Senator MMLIKIN. You are going to go into it cold ?
Mr. BROWN. No, sir.
Senator MILLIKIN. Why a 3-year extension of this act?
Mr. THORP. The 3-year extension is the traditional length of

extension.
Senator MILLIKIN. No, no; it is now 1 year.
Mr. THORP. I suppose I am going back a little further into history.
Senator MILIKIN. You are going back to the McKinley era, and

those antediluvian reactionary days.
Why a 3-year extension? I ask, seriously.
Mr. THORP. I think the most important reason for a 3-year extension

is that this is a clear part of American economic foreign policy, and it
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has seemed important to us that this does not seem to be a policy which
was operated on a year-to-year basis, but which had some degree of
permanence.

Senator MILLIKIN. In our testimony before the House, Mr. Thorp,
you said, in effect that the 1-year provision of the act last year cast
doubt in the minds of foreign countries as to the permanency of our
program, and so forth and so on.

Mr. THORP. Yes, sir.
Senator MILLIKIN. And in your testimony you also stated that as

of the time of the enactment of that act a certain number of countries
had si gned up to the Geneva multilateral agreements. How many ?

Mr.BRowN. As of what date, sir?
Senator MLLIKuN. As of the time of the enactment of the act of

1948.
Mr. BROWN. About 10 or 11.
Senator MILLIKIN. Well, let us see if we can find it, exactly. I am

reading from page 5 of the House record:
Accompanying the lists of concessions by each country, or schedules as they are

known, were general provisions along the lines of those contained in earlier trade
agreements concluded by the United States. Their purpose was to assure each
country that the concessions granted by others would not be nullified through
nontariff action, and to safeguard the legitimate domestic interests of the coun-
tries parties to the agreement. Nine countries gave provisional effect to this
unprecedented agreement on January 1, 1948, and by the time the Trade Agree-
nments Extension Act was under consideration, most of the others were ill the
process of making it effective. It has now been made effective by 22 out of the
23 countries involved.

So the 1-year period of the act did not scare any countries, did it?
They all came in. Right ?

fr. THORP. Yes, they came in. Of course, the point was that this
)articular agreement had been negotiated.

Senator MLuLIKIN. Yes; but their confidence in our position was P1
not so shaken that they declined to proceed. Right ?

From your own testimony, they did proceed.
Mr. THORP. That is correct.
Senator MILLJKix. Now these other countries are proceeding under

the act of 1948, are they not?
Mr. THIORP. That is correct.
Senator MnuuN. So what is there to this point that the 1-year

extension shook the confidence of the world and jeopardized the recip-
rocal-trade system?

Mr. Ti-IORP. What is in the point is that while these countries went
ahead and acted as long as they had the opportunity to do so, it was a
matter of real concern to them with respect to where the United
States was going in its economic foreign policy.

Senator MILLIKIN. Well, they apparently concluded that we are
going to continue along the route of reciprocal trade. Because after
that you finally. wound up with 22 out of 23 countries signed up, and
now you are going to sign up another 11. So no serious damage was
done, was it?

Mr. THORP. I am talking of damage here more in the basic sense of
confidence in the degree to which the United States has persisting
policies and attitudes toward its international economic relations.

Senator MirTu.u. The test of the confidence angle is "what is the
effect of it ?" or "what is the effect of lack of confidence " All I am
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saying is that under your own testimony the 1-year extension did not
shake the confidence of the world in our intention to stay with recip-
rocal trade.

Mr. THORP. Well, as a matter of fact, I suppose one way of getting
countries in to sign would have been to say, "We are going to discon-
tinue this policy after a few months."

Senator MIuL IN. I assume, then, that we may argue that we should
not have more than another 1-year extension. Would that help you
with your other 11 countries?

Mr. ThORP. I think the other countries seem to be quite prepared
to go ahead under the program. What I am concerned with is the fact
that other countries are concerned about the degree to which they
should proceed in the direction of reducing trade barriers, or should
move in the direction of more use of quotas, and things of that sort.
And if there are suggestions made to them that the United States has
real qualms with respect to its general line of trying to develop the
expansion of world trade, that has repercussions in many ways not
merely in the negotiation of agreements, but in their general .policies.

Senator MTLLTKIN. Let us see what some of those repercussions are.
As to the countries that were in the multilateral Geneva agreement,
how many of them have abandoned their quotas, their import licenses,
their exchange controls, since they joined? Not one. I suggest not
one. Does that carry certain significance to your mind ?

Mr. THORP. I would be inclined to think that that was correct
factually. I have not checked it through.

Senator MmuxIN. Last year we had a list prepared, I think by
the State Department, of the import controls of various types, quotas,
quantitative restrictions, licenses, exchange angles. Will you get that
down to date and put it into the record ?

Mr. THoRP. Yes, sir.
(The material referred to is as follows:)

Summary of import license and exchange control regulations in principal foreign
countries

[Revised as of February 19491]

Country Is import permit necessary? Is exchange permit required?

Argentina -------------

Australia --------------------
Austria_..

Belgium-Luxemburg --------
Belgian Congo-

Brazl ...................

No; except for a selected list of com-
modites 1 Certain products are
subject to import quota.

Y es-- - - - - - - -- - - - - - - -
Y es-- - - - - -- - - - - - - - - -

Yes; for all imports from dollar areas.
Y es ---------------------------------
Yes; for all imports; reported not

being granted for luxury goods
until exchange situation improves.

Yes; for all imports except pharma-
ceuticals, cement certain foods
and certain books, magazines,
and newspapers.

B erm uda -------------------
British East Atrica --------
British West Africa --------
British Wet Indies ------- Yes ------------------------------
British Guiana ------------
British Had .as...--------
British Colonies, other ------

See footnotes at end of table.

Yes; for al imports; granted only for
"listed" products. Application
should be filed prior to confirma-
tion of purchase order.

Yes.
Yes; import permit does not auto-

matically carry the right to foreign
exchange.

Yes.
Yes.
No; the import permit authorizes

purchase of exchange, but is not a
guaranty that exchange will be

Ies; import permit generally as-
(sures release of fareign exchange.

28



Y e s ................................
Yes ---------------------------------
Yes; for many products I ........
Y es . . . . . . . . . . . . . . . . . . . . .-- . . . . ..-- -
Yes; must be obtained prior to ship-

ment of goods, and a copy must be
sent to the exporter.

Yes; certain goods are also subject to
quota allocation.3

Yes; for practically all shipments
must be obtained prior to pur-
chase of goods.

N O ----------------------------------
N o ----------------------------------
Y es ---------------------------------

Yes; on almost all commodities ------
N o ----------------------------------
Yes; must be presented in order to

obtain the consular invoice.

Yes; unlicensed Imports are subject
to confiscation.

For a few products only I
N o ----------------------------------
Y es ---------------------------------

France --------------------- Yes; obtainable for "essentials" only.

French Colonies ----------- Yes ---------------------------------

French Indochina ---------- Yes --------------------------------
Germany ------------------- Yes --------------------------------

G reece ----------- ...........

Guatemala ...........
Haiti .......................
Honduras -------------------
Hong Kong
Hungary_
Iceland .....................

India ------------------------

Iran ...........
Iraq -------------------------

Italy ------------------------

Japan ...............

Yes; permits granted only for limited
number of essential products.

N o .......
No .................................
N o ----------------------------------
Yes ...............................
Y e s ................................
Yes ...............................

Y es ---------------------------------

N o ....................
Yes; goods exported before a license

Is obtained are confiscated.
Yes; from the Italian Exchange Of-

fice, except "list A," (mostly in-
dustrial raw materials which re-
quire only a Bank of Italy "bene-
stare.")

Y es ---------------------------------

Korea --------------- I Yes ------------------------------

Liberia ----------------------Luxemburg ------------------
Malayan Federation ---------
M exico ----------------------

Morocco (French) ..........
Netherlands East Indies -----
Netherlands West Indies ---
Netherlands -----------------
Newfoundland --------------
New Zealand ----------------

Nicaragua -------------------
Northern Rhodesia ----------

Norway ....................

Pakistan --------------------

For arms and ammunitions only ...
(ee Belgium-Luxemburg.)
Y es-- - -- - - -- - - -- - - - -
Ther is a long list of products which

are prohibited from importation,
and another list of commodities
requiring an import permit.[Yes ..........................

Yes ................-.............
Yes ................................
Y es ---------------------------------
No; except for food products .......
Yes ...............................
Yes ---------------------------------

Yes ...............................

Yes ...... ----.....................

Y es ---------------------------------

See footnotes at end of table.

Bulgaria ---------------------
Burma - ----------
Canada ----------------------
C eylon ....... ...............
C hile ------------------------

C hina -----------------------

Colombia ...................

Costa R ica ------------------
C uba ------------------------
Czechoslovakia --------------

Denm ark --------------------
Dominican Republic --------
Ecuador ---------------------

E gypt -----------------------

E ire -------------------------
El Salvador -----------------
Finland ....................
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Summary of import license and exchange control regulations in principal foreign
countries--Continued

Country Is import permit necessary? Is exchange permit required?
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Yes.
Yes.
Yes.
Yes.
Yes; in the form of a notation on the

import permit.

Yes; exchange is made available
through approved banks for li-
censed imports.3

No; but import permit necessary to
obtain foreign exchange.

Yes; foreign exchange is rationed.
No.
Yes; Import permit carries the right

to foreign exchange.
Yes.
No.
Import permit carried the right to

foreign exchange. (Central Bank
of Ecuador.)

Yes.

Yes.
No.
Yes; import permit carries the rightS

to foreign exchange.
Yes; issued simultaneously with the

import permit.
Yes; import permit carries the right

to foreign exchange.
Yes.
Yes; import permit carries commit-

ment to make available foreign
exchange.

Yes; import permit carries the right
to open a letter of credit.

No.
No.
Yes.
Yes; but there is no delay.
Yes.
Yes; unless otherwise stated on the

permit, the import permit carries
the right to foreign exchange.

Yes; import permit ordinarily carries
the right to foreign exchange.

Yes.
Yes; permits are obtained through

licensed dealers.
Yes; through the Bank of Italy or its

agents.4

Import permit carries right to foreign
exchange.

No; trade is conducted on a compen-
satory (barter) basis.

No.

Yes.
No.

Yes.
Yes.
Yes.
Yes ("payment attest").
Yes.
Yes; import permit carries the right

to foreign exchange.
No.
Yes; import permit carries the right

to foreign exchange.
Yes; import permit carries the right

to foreign exchange.
Yes; import permit ordinarily carries

the right to foreign exchange.

S

rn
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Summary of import license and exchange control regulations in principal foreign
countries--Continued

Country

Palestine --------------------
Panam a ---------------------
Paraguay ...................
Peru
Philippine Republic ...

P oland ----------------------
Portugal ---------------------

,Portuguese Colonies ........
Rum ania --------------------
Saudi Arabia ----------------
Siam ------------------------

Singapore ..................
Spa m ------------------------

Southern Rhodeisa ----------

SDanish Colonies ------------

Spanish Zone of Morocco ..-.-

Surinam ....................
Sw eden ----------------------

Switzerland ...............

Syria and Lebanon ----------
T angier ---------------------
T urkey ----------------------

Union of South Africa (in-
cluding South West Africa,
Basutoland, Bechuana-
land and Swaziland).

United Kingdom ..........
Uruguay ...................

U . S. S. R -------------------

Venezuela ..................

Is import permit necessary?

Yes N ..............................
N o .............

Yes .................................
Yes; for certain specific non-essental

articles, for which import license
number must appear on consular
invoice.

Y es ......................
Y es ---------------------------------
Yes ................................
Y es ---------------------------------
N o -----------------------------------
No; import licenses have been dis-

continued.

Yes .............................. "
Yes; largely limited to essential raw

materials.

Y es ---------------------------------

Yes ..... ...............

Yes ...............................

Yes; rigid controls. Special "free
list" exempt from import license.'

Yes; for a few commodities, mainly
those under international alloca-
tion.

Yes_.
N o ---- ------------------------------
Y es ---------------------------------

Yes; only for products on prohibited
list or under international alloca-
tion.

Yes; except for a few products. I
Yes; must be obtained.

Yes; importing government agencies
responsible for securing own per-
mit.

No; except for 24 tariff items. I -...

Yugoslavia --------------. I Yes --------------------------------

Is exchange permit required?

Yes.
No.
Yes.$
Yes.
No.$

Yes.
Yes.
Yes.
Yes.
No.
Yes; the government controls on the

major part of foreign exchange are
still in effect.

Yes.
Yes; exchange must be obtained

through Foreign Exchange In-
stitute which usually, but not
mandatorily, grants it in accord.
ance with the terms of the license.
Special exchange rates fixed for
many products.

Yes.
Yes- the Import permit carries an

allotment of foreign exchange.
Yes; import permit carries the right

to foreign exchange.
Yes.
Yes; rigid exchange control in opera-

tion.
No difficulty in regard to exchange.

Yes.
No.
Yes; special exchange license from the

Control Office.
Each importer Is subject to quar-

terly nonsterling exchange quota.

Yes.
No; import permit carries the right to

foreign exchange.
Yes; all exchange allocated by

U. S. S. R. State Bank upon re-
ceipt of import permit.

Import permit when required au-
thorizes foreign exchange.

Yes.

'American exporters may obtain information regarding the import controls on their products by writing
the Areas Division or one of the field offices of the Department of Commerce.

2 All exchange transactions amounting to more than 20,000 cruzieros require an exchange permit from the
Banco do Brazil.

3 Details of China's import and exchange controls may be obtained from the Far East Branch of the
Office of International Trade.

' The importer buys his dollar exchange on the basis of the daily free market rate.
8 Importers must conclude a contract for purchase of exchange with the Bank of Paraguay before pur-

chasing abroad.
6 A foreign Funds Control Office is established in Manila, but blanket licenses are issued to banks for

exchange transactions by bona fide firms.

Source: Prepared in the Areas Division, Office of International Trade, Department of Commerce.

Senator MU XiN. To sum up: So far, the, reciprocal trade pro-
gram has not resulted in the a andonment by any country in this
world of the things that we claim are the principal hurdles of their
trade. Is that right ? That is an easy one to answer. Just produce
the ones that have abandoned those restrictions.

Mr. THORP. I don't think that would be the only element in such
an answer. One has to consider not merely the immediate behavior
of countries beset by immediate problems, but their longer range objec-
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ties as they may appear. And I do think that, for example, it is
exceedingly important that in connection with the agreement among
the European countries, in the Organization for European Economic
Cooperation, they included as one of their basic propositions that they
would work together to lower the barriers of trade not only among
themselves, but with other countries.

Now, the distinction that one has to make, I think, is a distinction
between emergency actions taken on what we all hope are temporary
conditions, and the degree to which these countries, looking ahead,
will do their long-range planning, and bend their long-range efforts
toward an improved situation in terms of the freer flow and inter-
change of goods.

Senator MILIKiN. At our last hearing you supplied us with a list
of the bilateral agreements in the world as then existent. There is a
large flock of them between Russia and the western countries. There
were at that time agreements between Great Britain and some of the
Scandinavian countries. Now I understand they are promoting bi-
lateral agreements between the western European countries as a part
of the ECA program. Is that correct?

Mr. THORP. I don't know that they are promoting them.
Senator MILLIKIN. Oh, they definitely are supposed to promote

them. They are definitely supposed to do that. I do not know that
they are either, but I am going to find that out.

Mr. THORP. Bilateral agreements? C.)
Senator MILLIKIN. Agreements between those western countries to .T1

throw down their trade barriers, to get their finances in sound condi-
tion, to open up the countries to free interchange. You know about
that; do you not?

Mr. THORP. Yes.
Senator MILLIKIN. Now, will you give us a list of the agreements

along that line that have actually been accomplished?
Mr. THORP. Yes, sir.
Senator MILLIKIN. Do you know of any that have actually been

accomplished?
Mr.BTOm,. Well, there are such new arrangements as that among

Belgium, Netherlands, and Luxemburg.
Senator MILLIKIN. Yes. Are they operating?
Mr. THORP. They started before the European recovery program

got under way, and they are in part operating under them at the
present time.

Senator AfILLIKIN. Are not France and Italy, for example, trying
to work up an agreement?

Mr. THORP. France and Italy have been negotiating an agreement,
but it has not yet gone before the Parliament in either country for
consideration.

Senator MmILI. To sum up, then: You will give us the up-to-the-
minute information on all of these bilateral agreements or those local-
ized agreements.

Mr. THORP. May I ask, in order to be sure that we provide you with
the material that you want: Of course, there are throughout the world
at the present time a tremendous number of bilateral agreements for
the bartering of goods as between countries.

I .
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Senator MILLIKiN. That is right. I want all of those. You have
gven them to us before. It will be no task. Bring them down to
ate. Bring us down to date on any bilateral or multilateral agree-

ments that are confined to western Europe. Give us the whole picture
of tariff and trade agreements that are not generalized over the whole
world. Give us the entire picture.

Mr. BROWN. You want the inclusion of reference to the customs
unions in effect?

Senator Mn-IKIN. That is right.
One of the purposes of the reciprocal-trade system was to generalize

over all of the participating countries all of the benefits in operation.
Mr. THORP. That is right.
Senator MILLIKIN. How is that consistent with what you are talk-

ing about in Europe, these bilateral and locally limited agreements?
Mr. THORP. Well, what it does is to put an obligation on these coun-

tries that in developing bilateral agreements they will proceed in such
a way as not to discriminate.

Senator MmLuuN. Yes. Now, will you have notations on that
list of items that you are going to get up for us, as to those which do
generalize their benefits and those which do not.

Mr. BROWN. May I ask a question?
Senator MjaruiNr. Yes; surely.
Mr. BROWN. In the nature of a customs union, of course, it does not

generalize the benefit.
Senator MnruTixn. That is right.
Mr. BROWN. It creates a much larger free-trade area.
Senator M ITKIN. It would be very interesting to have the com-

plete picture of what is generalized and what is not generalized. Be-
cause our primary purpose, in the advancement of the reciprocal-
trade program, was to break down all of these local agreements. I
think you will find that they have immensely increased, which per-
haps we cannot attribute entirely to the reciprocal trade system, but
when we think of that also it suggests that we should not make over-
claims for the reciprocal trade system.

Senator JOHNSON. Senator, did you ask for a list of the increases?
Senator MILLIKIN. No; I did not; and I will be glad to ask for it

right now. Let us have that also.
(The following information was subsequently supplied:)

BILATERAL AGREEMENTS

The general subject of bilateral agreements that affect world trade was dealt
with in detail in a memorandum placed in the record of the 1947 hearings of
this Committee on the Trade-Agreements System and the Proposed International
Trade Organization Charter (exhibit X, beginning on p. 1250, pt. 2 of the hear-
ings). The lists of agreements in that exhibit have been brought up to date
so far as possible in the accompanying memorandum.

So far as is known, agreements of this special type do not contain tariff or
other provisions comparable to "concessions" as the term is used in connection
with the reciprocal trade agreements negotiated by the United States. There-
fore, the question of whether the provisions of these special agreements are
"generalized" is not applicable. As a rule, these agreements relate to the ex-
change of specified commodities-sometimes by specified quantities or values,
to clearing arrangements, to exchange controls, to import-license restrictions,
etc. The bilateral agreements between the United States and the countries
receiving aid under the ECA do not contain tariff provisions.

32
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Benelux (Belgium, the Netherlands, and Luxemburg) is the only customs
union of significant scope operating in western Europe. Benelux is a contracting
party to the General Agreement on Tariffs and Trade and as such is obligated
to generalize any tariff concession it may make on imports into Benelux territory,
to all other contracting parties to the General Agreement, of which the United
States is one. There are no tariffs on imports of goods from one Benelux
country into another. A customs union between France and Italy has been
studied but has not yet been brought before the legislative bodies of the two
countries. France is also a contracting party to the General Agreement and
Italy will be negotiating at Annecy in April for the purpose of acceding to the
General Agreement.

A. GENERAL STATEMENT ON BILATERAL AGREEMENTS

The term "bilateral agreement" itself has no precise meaning as far as the
provisions of the agreement are concerned. Most intergovernmental agree-
ments relating to trade are bilateral, and they may take any one of a number
of forms. The following general types may be separately identified and they
cover approximately the range of opportunities that are open to governments
in making bilateral agreements in relation to trade. Any given bilateral agree-
ment may combine various characteristics of more than one type of agreement.

1. Commercial treatie8.-These establish the foundations for trade relations.
2. Trade agreements, of the type entered into by this Government with

other governments. These provide for the reciprocal reduction of trade bar-
riers and establish the general framework within which trade will be conducted. C

3. Clearing agreement.-These provide for the exchange of goods with a
minimum of foreign-exchange transactions. Importers pay their debts in their I')
own national currencies and exporters are paid in their own currencies. Trans-
fer of foreign exchange is thus eliminated.

4. Payments agreements.-These are designed to guarantee that the proceeds
from the sale by one country to another shall be used to pay for current imports Q )
from that country or to settle arrears and other financial claims.

5. Bulk purchasing.-Bulk-pUrchase agreements commit a significant portion
of a country's export of a particular commodity for significant future period. Phi
The purchase may or may not be at a fixed price.

6. Compensation agreements.--Compensation agreements usually provide for
establishment of equivalence in trade between the two contracting countries,
with some financial settlement required, but involving a minimum of currency
exchanged.

7. Barter agreement.-These arrange for an exchange of goods for goods,
either with no values assigned or with values stated on a common basis so as not
to require any arrangement for centralized financial settlement.

This memorandum is not concerned with either commercial treaties or trade
agreements of the type concluded under the United States reciprocal trade-agree-
ments program, nor is it concerned with the prewar type of bilateral agreement
having to do with financial settlement, growing out of the shortage of currency
and not involving a specific transfer of commodities.

Postwar agreements
Most postwar bilateral agreements are a combination of compensation and

clearing agreements, with many variations and special arrangements. The most
numerous types usually have some or all of the following characteristics:

1. They are intergovernmental and strictly bilateral, but the governments
themselves usually do not purchase or supply the commodities involved.

2. They are for short terms, generally about a year.
3. They include lists of specified products; each of the two parties agrees to

permit shipments of these products, up to the quantities or values specified, under
whatever export-control system It regularly maintains. The agreements usually
authorize but do not guarantee the exchange of goods.

4. Settlement for goods exchanged is made through clearing accounts in the
respective national banks in order to minimize transfers of currency.

In connection with some of these agreements credits may be extended for a
longer period of time than is provided for the exchange of goods themselves.

The following tabulations include all intergovernmental bilateral trade or
financial agreements on which information is available. Probably the lists are
not complete, however, either as to number of agreements actually in existence,
or as to terms of the agreements. Official texts are not always available and in
some cases information has been obtainable only from confidential sources.
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Why bilateral agreements are made
The typical postwar bilateral agreement is essentially a makeshift designed to

meet temporary necessities of countries whose economies have suffered because
of the war. Such agreements do not necessarily represent permanent departure
from multilateral, competitive trade policies. The governments participating in
them usually describe them as undesirable necessities which should be abandoned
as soon as conditions permit a return to multilateral trade.

The majority of these agreements are clearly attempts by the countries involved
to obtain urgently needed imports when exports and credits are scarce. Coun-
tries are not willing to export unless they can be sure of obtaining needed imports
in return. The agreements reflect low levels of production in foreign countries
and an almost world-wide shortage of United States dollars. Without stable or
convertible currencies many countries must lean heavily on two-way commodity
exchanges which roughly balance out and which depend on clearing arrangements
to facilitate solution of the monetary problem.

Effect on United States trade and trade policy
Few of these bilateral arrangements directly affect the trade of the United

States under present conditions. They seldom involve significant quantities of
a given commodity as compared with the volume of prewar trade, and seldom
have the effect of preempting import markets which the United States exporters
are anxious to supply. There is, moreover, a great difference between the
volume of trade authorized under these agreements and the amount of trade
which actually occurs. In general, the quantities of commodities scheduled in
the agreements represent the volume of exports which one country would like
to send out and the volume of imports which it would like to have, rather than
what it actually can produce for export or can pay for as imports.

While the postwar pattern of bilateral commercial agreements arises from un-
derstandable necessities and while few of the agreements directly threaten any in-
jury to United States foreign trade now, their tendency is nevertheless toward
restriction of world trade and toward conflict with American economic foreign
policy. This Government therefore believes it undesirable for this pattern to con-
tinue and to be "frozen" after world shortages of commodities are ended.

The United States Government, therefore, has sought, through the reciprocal
trade-agreements program, through participation in the International Monetary
Fund and the International Bank for Reconstruction and Development, and
through support of the proposed International Trade Organization, to eliminate
the conditions under which so many countries have turned to bilateral exclusive
trade agreements as the only way out of their dilemma.

B. EUROPEAN BILATERAL AGREEMENTS

Since the efid of World War II. intra-European trade has been conducted
primarily within the framework of bilateral trade and payments agreements.
According to information presently available, at least 213 agreements are in
force between European countries, including 79 agreements among countries
participating in the Organization for European Economic Cooperation (OEEC),
88 agreements between OEEC countries and countries of eastern Europe, 9 agree-
ments of OEEC countries with Spain, and 37 agreements among countries of
eastern Europe.

Although the physical supplies of goods available for trade within Europe have
Improved considerably since the end of the war, the basic conditions that neces-
sitated the resort to bilateral trade agreements remain in force: (1) Europe as
a whole needs to import more goods and services than it can export in return;
(2) European currencies, except the Swiss franc and the pound sterling within
the sterling area, remain "soft" and not freely convertible into dollars; and
(3) even the financially stronger European countries, such as Belgium and Switz-
erland, must take payment on their exports to Europe in European goods or in
"soft" European currencies. As a result, European trade still is characterized
by a scheduling of imports and exports by quantity or value during a short-term
future period. There is usually clearing of current payments through special
accounts that balance, within narrow limits, payments due from and payments
due to agreement partners. The essentiality of the goods Imported in return for
exports and the possibility of paying for imports by means of the country's own
exports are the bases of trade negotiations.

It should be noted that scheduled quantities and projected trade values under
bilateral agreements are not restrictions on trade but trade targets for the period
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specified. Quotas may be increased or a supplementary agreement may be nego-
tiated if trade possibilities improve during the agreement period. The negotiating
governments usually agree to issue licenses at least up to the quantities or values
specified but do not, as a rule, guarantee their implementation. Even the agree-
ments negotiated by State-trading countries generally must be spelled out by
further negotiations on specific prices and delivery dates before target quotas
have the force of contracts. In the case of Turkey and the United Kingdom,
specific commodity quotas frequently do not appear in the bilateral agreement.

Although generalization is difficult in the wide field of bilateral agreements,
certain distinctions may be drawn: (1) Agreements between OEEC countries,
as a result of OEEC efforts and ECA assistance, are tending to depart from a
strictly bilateral pattern. During 1948, it became apparent that important trade
channels in western Europe were becoming blocked by the heavy debtor position
of certain countries and the inability of European creditor countries to extend
these debtors further credit. Trade was encountering the typical difficulty of
bilateralism, which tends to limit trade to the lower level possible between agree-
ment partners. By means of simple clearing through the Bank of International
Settlements, a limited number of triangular or quadrilateral offsets were
arranged. As a condition for receiving ECA conditional aid allotments, creditor
countries in the current year agree to extend drawing rights to their debtors.
Drawing rights against the creditor are to result in an excess of creditors'
exports over imports obtainable from the debtor, in value at least equal to the
amount of the conditional aid. In this way, a rough conversion of soft-currency
credits into dollar credits is arranged.

(2) Agreements between OEEC countries and countries in eastern Europe
generally have less complicated financial provisions and more limited cr(edit
"swings" than intrawestern European agreements. An excess of western Euro-
pean imports from eastern Europe is, however, traditional in intra-European
trade. To finance a current import surplus of foodstuffs, fuel, and raw materials
from eastern Europe, western European countries generally cannot make pay-
ments in gold or dollars. As a result of this situation "investment" agreements 1-I
have been developed under which an eastern European supplier (especially Po-
land, the USSR, and Yugoslavia) delivers goods in the current year as orders are
placed for machinery and other industrial goods for delivery over 2- to 7-year
periods. In some cases, specific percentage down payments are required in the
form of exports from the eastern European countries. In some cases, the eastern
European partner is to supply specified raw materials needed for the production
of the type of goods ordered. It may be noted that investment-type agreements --
appear also in eastern European trade, with Czechoslovakia most frequently the
supplier of goods for long-term delivery.

(3) Agreements between European countries and countries of the Middle and r
Far East and between European countries and countries of Latin America some-
times differ Widely from the continental European pattern. As dollars have be-
come increasingly scarce in Latin America as well as in Europe, Europe's trade
with Latin American countries is tending more and more toward a bilateral bal-
ancing of imports and exports. This bilateralism, however, is not as yet com- >
plete and limited credits and free-exchange payments may be found in European-
Latin American trade. In some cases, European "agreements" with non-Euro-
pean areas are not reported in detail and may represent specific deals rather
than full-scale government-to-government agreements.

Following'are (a) a summary of European bilateral agreements, with the
various European and non-European areas, and (b) a list of the agreement
partners and time periods of bilateral agreements reported.

Summary of European bilateral agreements a8 of Feb. 17, 19149

1. Agreements between OEEC countries:
(a) In western Europe and Scandinavia ------------------------ 21
(b) Western Europe and Scandinavia with Austria, Mediterranean

OEEC countries, and Iceland ---------------------------- 34
(c) Western Germany with OEEC countries --------------------- 11
(d) United Kingdom with OEEC countries ---------------------- 13

Total intra-OEEC agreements -------------------------------- 79

2. Agreements between OEEC countries and countries of eastern Europe-- 88
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Summary of Europe n bilateral agreements as of Feb. 17, 19 49-Continued

3. OEEC countries with Spain --------------------------------------- 9

Total OEEC countries with non-OEEO countries In Europe -------- 97

Total OEIB}C agreements in Europe ---------------------------- 176
4. Agreements between countries of eastern Europe --------------------- 37

Total intra-European agreements ----------------------------- 213

5. Agreements between continental European countries and countries out-
side Europe:

(a) OEEC countries with the Middle and Far East --------------- 6
(b) Eastern Europe with the Middle and Far East --------------- 7
() OEEC countries with Latin America ----------------------- 15
(d) Eastern Europe with Latin America ----------------------- 10
(e) Spain with Latin America --------------------------------- 2

Total European with non-European countries ------------------- 40

Total Agreements ----------------------------------------- 253

1. Most recent commercial agreements between OEEC countries:
(a) Western Europe and Scandinatia.

Partners Period Special provisions

France-Belgium --------------- July 1947-48; prolonged to Oct. 31, 1948 ....
France-Netherlands ---------- August 1948-49 ----------------------------
France-Norway ----------------- June 1948-49 ...................
France-Sweden ----------------- November 1947-48; July 1948-1951 pay-

ments.
France-Denmark --------------- November 1948-49, supplemented Decem- Danish drawing rights.

ber.
France-Switzerland ----------- August 1947-1948, prolonged to Nov. 30,

1948, and again to Feb. 28,1949.
Belgium-Netherlands ---------- June 1, 1947-May 31, 1949; revised July

1948.
Belgium-Norway --------------- January-December 1949 ------------------ Norwegian drawing rights.
Belgium-Sweden --------------- January-December 1948, May 1945 pay-

ments agreement to be terminated Feb.
15, 1949.

Belgium-Denmark ------------ January-December 1948; supplemented
November 1948; 1949 trade partially ar-
ranged.

Belgium-Switzerland --------- October 1948-49 --------------------------
Netherlands-Norway --------- January-December 1948; supplemented

May 1948.
Netherlands-Sweden ---------- January-December 1948; supplemented

November 1948; extended to Feb. 28,
1949;, payments November 1945-Dec. 31,
1949.

Netherlands-Denmark --------- June 1948-49 ------------------------------
Netherlands-Switzerland ------- July 1948-49; to be prolonged to Sept. 30,

1949.
Norway-Sweden ..------------- J anuary-Deoember 1949 -----------------
Norway-Denmark -------------- April 1948-49 -----------------------------
Norway-Switzerland ---------- July 1948-49; 1947-50 payments agree-

ments.
Sweden-Denmark ------------- February 1948-Jan. 31,1949; supplemented

November 1948.
Sweden-Switzerland ---------- May 1948-50 -----------------------------
Denmark-Switzerland --------- January-December 1949 -----------------

Total (21).
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(b) Western Burope and Scandinavia with Austria, Mediterranean OEEO
Countries and Iceland.

Partners

France-Austria ------------------
France-Portugal -----------------
France-Italy --------------------
France-Greece -------------------
France-Turkey ------------------
France-Iceland ------------------
Belgium-Austria ----------------
Belgium-Portugal ---------------
Belgium -Italy -------------------
Belgium-Greec -----------------
Belgium-Turkey ----------------
Netherlands-Austria -------------

Netherlands-Portugal -----------
Netherlands-Italy ---------------
Netherlands-Iceland -------------
Norway-Austria_.
Sweden-Austria...
Sweden-Portugal_.
Sweden-Italy --------------------
Sweden-Greece__
Sweden-Turkey. -
Sweden-Iceland -----------------
Denmark-Austria ---------------
Denmark-Portugal
Denmark-Italy..
Denmark-Turkey .............
Denmark-Iceland ----------------
Switzerland-Austria ...........

Switzerland-Italy ...............
Switzerland-Greece.........
Portugal-Italy.............
Italy-Greece ---------------------
Italy-Turkey ...................
Greece-Austria. ..........

Period

November 1948-49
June 1948-49 -------------------------------
April 1948-49, supplement September-.-
July 1948-49 ..............................
August 1946-47, probably renewed ---------
July 1947-48, possibly renewed ------------
June 1948-49 ------------------------------
A pril 1948-49 ------------------------------
December 1948-49 -------------------------
N ovem ber 1948-49 -------------------------
December 1948-June 30, 1949-.
February 1948-49, supplemented Decem-

ber.
July 1948-49 -------------------------------
March 1948-49, supplemented December.-
Decem ber 1948-49 -------------------------
Novem ber 1948-49 -------------------------
January-December 1949 -------------------
July 1948-49 -------------------------------
December 1948-September 1949 ------------
June 1948-49 -------------------------------
June 1948-49 ----------------------------
A pril 1948-49 ------------------------------
September 1948-49 ........................
August 1946-47; renewed
June 1948-49 .............................
January 1949-Mar. 31, 1950 ---------------
May 1948-49 ....
Protocol of Oct. 1, 1946, valid indefinitely

unless denounced.
October 1948-49 ..........................
April 1948-49 ....
October 1947-48...................
April 1947-48, extended to Dec. 31, 1948...
November 1948-June 30, 1949 --------------
February 1948-49

Total (34).

(c) Western Germany with OEEC countries.

Partners Effective date Special provisions

Western Germany-France --------- November 1948-June 1949.
Western Germany-Belgium -------- June 1948-June 1949.
Western Germany-Netherlands- ---- August 1948-1949.
Western Germany-Norway -------- July 1948-49.
Western Germany-Sweden -------- January-December 1949.
Western Germany-Denmark ------- August 1948-49.
Western Germany-Switzerland ---- - September 1948-1949.
Western Germany Austria -------- August 1948-49.
Western Gegpany-Italy ---------- September 1948-June 30, 1949.
Western Germany-Greece --------- January-December 1948.
Western Germany-Turkey -------- December 1948-June 30,1949.

Total (11).

(d) The United Kingdom-Ireland with OEEC countries.

Partners Period Special provisions

France-United Kingdom ------- November 1946, revised 1948 -------------- Payments agreement.
Belgium-United Kingdom ------ January 1948-June 30, 1949, revised Janu-

ary 1949.
Netherlands-United Kingdom... January-December 1948 ............
Norway-United Kingdom ------ January-December 1949; monetary agree-

ment in effect to November 1950.
Sweden-United Kingdom ------ January-December 1949 -------------------
Denmark-United Kingdom ---- October 1948-49 ..........................
Switzerland-United Kingdom.. - January-December 1948 -------------------
Italy-United Kingdom -------- January-December 1949 -------------------
Greece-United Kingdom ------- January 1946 ------------------------- Do.
Portugal-United Kingdom ----- April 1948-49 ----------------------------- Do.
Iceland-United Kingdom ------ January-December 1948_..
Ireland-United Kingdom ------ January-December 1948 -------------------
Netherlands-Ireland ----------- July 1948-49 ..............................

Total (13).

Special provisions

No quotas.

Do.

C
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2. Most recent commercial agreements between OREC countries and countries
of eastern Europe

Partners

France-Finland ------------------
France-Czechoslovakia_
France-Hungary

France-Rumania ..............
France-Yugoslavia-
France-Bulgaria ...............
France-Poland ------------------

Belgium-Finland ----------------
Belgium-Czechoslovakia ........
Belgium-Hungary_
Belgium-Rumania ---------------
Belgium-Yugoslavia -------------
Belgium-Bulgaria .............
Belgium-Poland -----------------
Belgium-U. S. S. R .............

Belgium-Soviet zone, Germany.-
Netherlands- Finland .........
Netherlands-Czechoslovakia -----

Netherlands-Hungary.......
Netherlands-Rumania -----------

Netherlands-Yugoslavia ---------

Netherlands-Bulgaria ------------
Netherlands-Poland -------------

Netherlands-U. S. S. R ----------

Netherlands-So viet zone,
Germany.

Norway-Finland
Norway-Czechoslovakia ........
Norway-Hungary ..............
Norway-Yugoslavia ---------
Norway-Poland ---------------
Norway-U. S. S. R ------------
Norway-Soviet zone, Germany. -
Sweden-Finland............
Sweden-Czechoslovakia ........
Sweden-Hungary ...............
Sweden-Yugoslavia .............
Swe4en-Bulgarla ...............
Sweden-Poland .....

Sweden-U. S. S. R .............

Sweden-Soviet zone, Germany..
Denmark-Finland .............

Denmark-Czechoslovakia --------
Denmark-Hungary ............
Denmark-Yugoslavia ------------
Denmark-Bulgaria ............
Denmark-Poland ..............
Denmark-U. S. S. R -------------
Switzerland-Finland ...........
Switzerland-Czechoslovakia .....
Switzerland-Hungary ------------
Swi erland-Rumania..
Switzerland-Yugoslavia...
Switzerland-Bulgaria .......
Switzerland-Poland ...........

Switzerland-U. S. S. R-------

Switzerland-Soviet zone, Ger-
many.

Austria-Czechoslovakia .....
Austria-Hungary --------------
Austria-Yugoslavia --------------
Austria-Bulaia ----------------

Period

May 1948-49, suppl. November 1948 ....
August 1948--49 .....................
November 1947-48, extended to Apr.

30, 1949.
July 1946 to completion .............
May-December 1948 ----------------
June 1947-48, presumably continued.. - -
Jan.-Dec. 1949 .......................

November 1948-49 ....................
M arch 1948-49 -------------------------
April 1947-M ay 1948 ------------------
September 1948-49 --------------------
----- do ................................
April 1947-48 .........................
Nov. 1, 1948-Dec. 31, 1949 -------------
January-December 1948 ---------------

November 1947-48 ....................
June 1948-49, suppl. September 1948.. - -
January-December 1948, prolonged to

March 1949.
January-December 1949 ---------------
February 1948 ........................

February 1948-51; annual quotas
suppl. November 1948.

November 1948-49 ---------------------
January-December 1948- -

June 1948-53 (most items for 1 year
delivery).

June 1948-49 ..........................

November 1948-49 --------------
March 1948-49.................
November 1947-48..............----
April 1948-49 .........................
January-December 1949 .............

--- -- d o ---------- -------- ---------------
-----d o ----- ----------------------------
February 1948-49 ----------------------
November 1947-48 -------------------
October 1948-49 ......................
April 1948-49 .........................

October 1947-Dec. 31, 1948 ...........
May 1948-49 .........................

January-December 1948-........

July 1948-49, suppl. December 1948 ....
January-December 1948; November

1948 suppl. extends and expands
agreement to May 1, 1949.

Septem ber 1948-49 ---------------------
October 1947-48 - - ..................
July 1947-48 -------------------
May 1947--48------------------------
October 1948-49 ......................
July 1948-Dec. 31 1949 ----------------
September 1948-Feb. 28, 1950 ........
October 1948--49 ---------------------
---- do ................................
March 1947-60; annual quotas ---------
October 1948-53; annual quotas ------
January-Deember 1947 .------------
January-December 1948; revised June

194&
April 1948-49 ------------------

July 1947-4&-... . .. ..------------------

August 1948-June 30,1949 -----------
January-December 1948, supplemented

September 1948.
September 1948-49 --------------------
October 1948-49 ----------------------

Special provisions
I.

Investment agreement; March
1948-52.

(Some Belgian deliveries for
1949.)

Preliminary agreement; Ru-
manian but not Netherlands
deliveries specified.

Investment agreement.

1947-49 investment agreement,
revised March and July 1948.

Investment agreement.

April 1947-54
agreement.

March 1947-51
agreement.

October 1946-51
agreement.

investment

investment

investment

Investment agreement.

Investment orders; delivery to
1952.

Investment orders; delivery to
1951.
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2. Most recent commercial agreements between OEEC countries and countries
of eastern Europe--Continued

Partners Period Special provisions

Austria-Poland ----------------- August 1948-49 ------------------------
Italy-Czechoslovakia ---------- September 1948-49 ---------------------
Italy-Hungarv -------------- December 1948-49 .......
Italy-Yugoslavia------------ November 1947-48 -------------------- 1947-52 investment agreement.
Italy-Bulgaria ------------------ November 1948-49 -------------------- Investment deliveries may be

authorized.
Italy-Poland ------------------- January-December 1948, revised April October 1946-50 investment

1948; extended to 2 months. agreement.
Italy-U. S. S. R ---------------- December 194849-- ------------- December 1948-51 investment

agreement.
Italy-Soviet zone, Germany ----- July-December 1947 ..................
Greece-Czechoslovakia -------- August 1948-49 .......
Iceland-Finland ---------------- July 1948-49--_
Iceland-Czechoslovakia -------- March-December 1948 extended to

Feb. 28, 1949.
Iceland-Poland ----------------- July 1948-Dec. 31, 1949. -
(Iceland-U. S. S. R.) ---------- (May 1946-47 agreement not renewed

in 1948).
Western Germany-Finland ---- July-December 1948 ............
Western Germany-Czechoslo- October 1948-49 -----------------------

vakia.
Western Germany-Hungary --- August 1948-49 ------------------------
Western Germany-Yugoslavia.._ April-September 1948, automatically

renewable.
Western Germany-Bulgaria- October-December 1947, automati-

cally renewable.
Western Germany-Poland ------ January-December 1949 ---------------
Turkey-Finland ------------- June 1948-49 -------------------- No quotas scheduled.
Turkey-Czechoslovakia -------- December 1946-Apr. 1, 1948, auto- Do.

matically renewable to Mar. 31,
1949.

Turkey-Yugoslavia ------------ September 1947--48------------------- Do.
Turkey-Poland ----------------- August 1948-49 ----------------------- Do.
United Kingdom-Finland ------ January-December 1949 ---------------
U. K.-Czechoslovakia --------- November 1945 ------------------ Payments only.
U. K.-Hungary ------------- August 1948-49 ------------------------
U. K.-Yugoslavla --------------- October 1948-49 ......................
U. K.-Poland --------------- January 1949-53, annual quotas ------ Investment agreement; not all

goods have annual quotas.
U. K.-U. S. S. R --------------- December 1947-51; U. S. S. R. deliver- Investment agreement.

ies February-September 1948; U. K.
deliveries 1948-1.

Total (88).

3. Most recent commercial agreements between OEEC countries and Spain.

Partners Period Special provisions

France-Spain --------------- May 1948-49 revised November 1948 -------
Netherlands-Spain ----------- November 1948-May 1949.
Sweden-Spain -------------- July 1948-49 ..............
Denmark-Spain ---------------- March 1948-49 ............
Switzerland-Spain ----------- December 1947-48, prolonged to Mar. 31,

1949.
Italy-Spain --------------------- July 1948-49 -------------------------------
Bizone-Spain ------------------- January-December 1949 -------------------
United Kingdom-Spain -------- June 1948-April 1949 revised December....-- No quotas.
Ireland-Spain ------------------- September 1947-48 -------------------------

Total (9).

C
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4. Most recent commercial agreements between countries of eastern Europe.

Partners Period Special provisions

Finland-Czechoslovakia_........
Finland-Hungary

Finland-Yugoslavia -------------
Finland-Bulgaria ---------------
Finland-Poland ................

Finland-U. S. S. R.........
Finland-Soviet zone Germany. -
Czechoslovakia-Hungary --------

Czechoslovakia-Rumania -------
Czechoslovakia-Yugoslavia-...

Czechoslovakia-Bulgaria ........

Czechoslovakia-Poland .........

Czechoslovakia-U. S. S. R ....
Czechoslovakia - Soviet z o n e

Germany.
Hungary-Rumania_.
Hungary-Yugoslavia ..........

Hungary-Bulgaria ---------------
Hungary-Poland...........
Hungary-U. S. S. R ...........

Hungary-Soviet zone Germany.
Rumania-Yugoslavia ------------

Rumania-Bulgaria .............
Rumania-Poland ----------------

Rumania-U. S. S. R ...........
Yougoslavia-Bulgaria ..........
Yugoslavia-Albania ............
Yugoslavia-Poland --------------

Yugoslavia-U. S. S. R .........

Bulgaria-Albania
Bulgaria-Poland ................

Bulgaria-U. S. S. R ............
Bulgaria-Soviet zone Austria ...
Bulgaria-Soviet zone Germany-. -_
Albania-U. S. S. R..........
Poland-Albania............
Poland-U. S. S. R ............

Poland-Soviet zone Germany.. ---

Total (37).

October 1948-49 ......................
October 1948-Dec. 31, 1951 (annual

quotas).
October 1948-49 ----------------------
October 1948-51 (annual quotas) .....
February-Dec. 31, 1949; suppl. De-

cember 1948.
January-December 1949 ..............
October 1948-49 ......................
November 1948-Dec. 31, 1949 --------

January-December 1949 ..............
October 1947-Dec. 31, 1948 -------------

April-Dec. 31, 1948..............

July 1948-Dec. 31, 1949 ----------------

January-December 1949-----
July 1948--49 -------------------------

June 1948-49 suppl. September 1948 ...
July 1947-51; revised March 1948; an-nual quotas.
September 1948-49 --------------------
October 1948-Dec. 31, 1949 -------------
August 1948-Dec. 31, 1949.........

August 1947-49, July 1948 deal --------
April 1948-49 .........................

May 1948-49 .........................
January-December 1949 .............

-----do ................................
January-December 1948 .............
June 1947-48..................
January-December 1949..........

-----do ................................

August 1948-December 31, 1949 ......
September 1948-49 --------------------

January-December 1949 ---------------
December 1948-- --------------------
September 1948-49 ............
August-December 1948
January-December 1949 ............
_--...do ................................

February 1948-49; supplement Sep-
tember 1948.

November 1948-53, agreement
in framework.

Investment agreement, Febru-
ary 1947-Dec. 31, 1951.

Investment agreement, rApril
1947-51.

Investment agreement, July
1947-52.

Investment agreement.
January 1948-62.

Investment features.
Investment agreement.

Investment agreement 1950-54;
Hungarian deliveries.

June 1948, industrial agree
ment.

September 1948-53, investment
agreement outlined.

Investment features.

May 1947-52, investment
agreement.

Previous agreement had in-
vestment features.

May 1948-53, economic collab-
oration.

1948-53, investment agreement
for Soviet capital goods.

5. Agreements between continental European countries and countries outside
Europe.

(a) OEEC countries with the Middle and Far East.

Partners Period Special provisions

France-Egypt ------------------ June 10, 1948-49(?) ----------------------- Payments agreement no
quotas.

Sweden-Japan ------------------ January-Decem'ber 1949 ------------------ No quotas.
Sweden-Australia ------------- May 1, 1948-49 ---------------------------
Switzerland-Egypt ----------- Sept. 27, 1948-Apr. 30, 1949 ................
Italy-Egypt -------------------- August 1948-49(?) -----------------------
Western Germany-Egypt ------ October 1948-49 --------------------------

Total 6.
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(b) Easter Europe with the Middle and Far East.

Partners Period Special provisions

Czechoslovakia-Pakistan - ------- October 1948-49 -----------------------
nungary-Palestine (now with March 1947-June 30, 1948, automati- No quotas.

Israel) (?) cally renewable.
yugoslavia-Egypt -------------- June 1947-48 -------------------------
yugoslavia-India --------------- July 1948-(?) ------------------------- Payments agreement.
(yugoslavia-Pakistan) --------- (January 1949) ----------------------- (Draft trade pact.)
poland-Egypt ------------------ September 1947-March 1948; re-

newed (?).
U. 8. S. R.-Egypt --------------- March 1948-49 ------------------------ Barter agreement: Egyptia Icotton versus Soviet grain.
(U. S. S. R.-Iran) ...----------- (No quotas established for March

1948-49 under existing agreement).
v. S. S. R.-Afghanistan --....----- October 1947-(?) ......................
(U. S. S. R.-China) ------------ (Repayment of 1938-39 loans by 1948-

52 deliveries of Chinese goods).
Total (7).

(c) QEEC countries with Latin America.

Partners Period Special provisions

France-Argentina --------------- July 1947-2........------------------
SFrance-Chile) ----------------- (Dec. 15, 1948) ------------------------ (Modus vivendi.)
rance-Uruguay ---------------- S eptember 1946, indefinite term ------ Payments agreement.

Belgium-Argentina ------------ May 1946-48, automatically renewable. Quotas for some products only.
Belgium-Brazil ----------------- May 1946; denounced May 1948 ------ Limited clearing arrangement

retained.
Belgium-Chile ------------------ July 1948-49 -------------------------- Provisional agreement.
Netherlands-Argentina -------- March 1948--53. ..------------------ Investment agreement.
Netherlands-Brazil ------------ September 1948 valid indefinitely ---- No quotas.
Netherlands-Uruguay --------- November 1948-49 -------------------- o.
Sweden-Argentina----------- December 1948-49 -------------------- Do.

wden-Colombia -------------- Nov. 1 1948-Dec. 31, 1949 ........
Denmark-Argentina ----------- Deem'ber 1948-53 (annual quotas) ----
Switzerland-Argentina --------- January 1947-52, revised September Quotas for Argentine products

1948. only.
Italy-Argentina..------------- October 1947-51 (annual quotas) ------ Argentine credit to Italy.
Italy-Uruguay ------------------ July 1948 revision of February-Decem- Payments agreement, no

ber 1947 agreement, quotas.
Western Germany-Uruguay-.....October 1948-49 ----------------------- Quotas for Uruguayan exportsonly.

Total (15).

(d) Between countries of Eastern Europe and Latin America.

Partners Period Special provisions

Finland-Argentina ----------- July 1948-49 ------------------------- Argentine credit.
Czechoslovakia-Argentina ------ July 1947-51, revised June and No-

vember 1948 (annual quotas).
Czechoslovakia-Brazil --------- March 1948-49 ................
(Czechoslovakia-Chile) -------- (May 1947, valid indefinitely) ------- (Not yet ratified.)
(Czechoslovakia-Uruguay) ---- (January 1947 protocol) --------------- (Payments; not yet ratified.)
Czechoslovakia-Venezuela ------ November 1947 protocol----------- No quotas
Czechoslovakia-Mexico -------- August 1947, indefinite --------------- Payments agreement.
Hungary-Argentina ----------- July 1948-52 revised term December

1948 (annual quotas).
Rumania-Argentina .----------- October 1947-July 31, 1950 (annual Argentine credit.

quotas for Argentine goods).
Yugoslavia-Argentina --------- J June 1948-Dec. 31, 1951 (annual

quotas).
Yugoslavia-Uruguay ---------- July 1948-?-------------------------- Payments agreement.
Poland-Argentina ------------- January 1949-December 1951 (annual

quotas).
Total (10).

(e) Spain with Latin America

Partners Period Special provisions

Spain-Argentina_ --------------- October 1946-51, revised April 1948-- Argentine loan to Spain; some
quotas.

Spain-Bolivia ------------------- Feb. 28, 1948-51 -----------------------
Total (2).

86697-49--pt 1- 4
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0. UNITED KINGDOM BILATERAL AGREEMENTS

The principal bilateral agreements in force between the United Kingdom and
other countries as of February 21, 1949, are shown on the following lists. They
may be generally divided Into three classes: (1) Monetary agreements; (2)
short-term bilateral trade agreements; and (3) agreements for the bulk pur-
chase of food products by the United Kingdom.

1. Monetary agreements
The monetary agreements, generally speaking, contain the following under-

takings:
(a) Subject to provisions for review, a fixed rate of exchange is established

between the pound sterling and the currency of each of the other contracting
governments.

(b) Each of the parties undertakes to furnish its own currency against the
currency of the other party, thus providing the latter with what is, in effect a
line of credit for current transactions. Net balances accumulated through the
operation of this provision are limited. When the specified amount of the net
balance has been reached, further sales of currency are to be paid for in gold.

(e) The United Kingdom undertakes to permit the use of sterling at the
disposal of residents of the other countries for payments not only in the United
Kingdom, but in any other part of the sterling area as well, and for transfers
to other residents of the respective countries. A reciprocal undertaking is given
by the other party. The contracting governments agree that "as opportunity
offers" they will attempt to make balances held by residents of the other con-
tracting country available for payments to residents of "third countries."

(d) The parties agree to cooperate to prevent transfers between their areas
which "do not serve direct and useful economic or commercial purposes."

(e) There is provision for review in the event that the contracting govern-
ments adhere to a general international monetary agreement.

2. Short-term bilateral trade agreements
Short term bilateral trade agreements have assumed increasing importance

and to an increasing extent are being integrated with financial agreements. They
are an indispensable short-term expedient to obtain essential imports and to
reduce the critical drain of dollars and gold reserves from the United Kingdom
and sterling area. The principal objective is to secure as many imports of
essential goods as possible with the least possible expenditure of gold and dollars.
Less essential imports are kept at a minimum. These agreements are based
mainly on precisely balanced bilateral exchanges to avoid the risk of any deficits
which might have to be met in hard currency. Therefore the quantities of goods
involved are generally predetermined.

The short-run character of these agreements was emphasized by Mr. Harold
Wilson, President of Britain's Board of Trade, when he stated that "the whole
commercial position of this country has been built upon the supposition that trade
would be multilateral and that we should not have to bother whether our trade
with each country exactly balanced. If we cannot reestablish that position in
the long run, the outlook for us is very serious."

3. Bulk-purchase agreements
During the war the United Kingdom entered into a number of long-term con-

tracts with various other governments for the purchase of large quantities of
particular commodities, and since the war it has renewed some of these con-
tracts and entered into additional ones. For example, In 1944 it concluded 4-year
contracts with New Zealand and Australia for the purchase of meat and dairy
products (the contracts for cheese and butter with New Zealand were later
extended to 1950) and with Canada for the purchase of meat and cheese. After
several years of extensive negotiations, a meat contract with Argentine was
concluded In the fall of 1946. Also in 1946 the United Kingdom signed a 4-year
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purchase agreement with Canada for wheat, and with Denmark for bacon,
eggs, and butter. In general these agreements provide for the purchase by the
United Kingdom of exportable surpluses of specified minimum quantities, and
for specified minimum prices with provisions for periodic review.

United Kingdom: Principal bilateral financial and economic agreements in force
Feb. 21, 1949

I. MONETARY AND OTHER FINANCIAL AND ECONOMIC AGREEMENTS

Agreement with- Date of signature Nature of agreement

A r g e n t in a . . . . . . . . . . . . . . . . . . . . . .

B elg iu m ........................

Brazil ---------------------------

C anada --------------------------

Czechoslovakia ------------------

D enm ark ------------------------

E gypt ---------------------------
E ire -----------------------------
F in la n d ........................

F ran ce .........................

G reece ---------------------------

Hungary .......................
Iceland --------------------------
Iran -----------------------------

Iraq ........................

Italy ----------------------------Netherlands ----------------------

Norway ........................
P eru ----------------------------
Poland --------------------------

P ortugal ........................

Spain ----------------------------

Sw eden --------------------------

Switzerland ---------------------

T u rk ey ..........................
U .S.S.R -----------------------
United States -------------------
Yugoslavia ----------..-.........

Feb. 12, 1947 ----------------------

Oct. 5, 1947; supplement ----------
Feb. 28, 1948 ----------------------
January 1949 ----------------------
M ay 21, 1948 ----------------------
M ar. 6, 1946 ------------------------

N ov. 1, 1945 -----------------------
Dec. 15, 1945 .....................
Dec. 6, 1945 -----------------------
September 1948 --------------------
Jan. 5, 1948 ------------------------
July 1948 -------------------------
July 1, 194 7 ------------------------
January 1948 .....................
Mar. 27, 1945; Apr. 29,1946 --------

Dec. 3, 1948 .....................
Jan. 24, 1946 ......................

August 1948 -----------------------
April 1948 ........................
May 26, 1942; supplement ---------
Nov. 6 1947
Aug. 1, 1947; supplement
November 1948 ...................
For year 1949 .....................
Sept. 7,1945; amended, September

1946.
February 1948 ---------------------
Nov. 8, 1945; supplement ----------
June 27, 1947 .....................
Jan. 1, 1948 to Jan. 1, 1950 ........
M ay 1947 -------------------------
December 1948 --------------------
Apr. 16, 1946 .....................
Jan. 9, 1948 -----------------------
M ar. 28, 1947 ----------------------
M ar. 31, 1948 ---------------------
Mar. 6, 1945; supplement ........
Nov. 24, 1945 ----------------------
D ec. 15, 1948 --------------------
February 1948 ....................
Mar. 12, 1946 ----------------------
Febi uary 1948 ---------------------
Dec. 27, 1947 .....................
Dec. 6, 1945 -----------------------
Sept. 30,1948 .....................

Financial, meat purchases,
roads, etc.

Monetary.

rail-

Trade and payments.
Do.

Financial (extension of credit by
Canada).

Monetary.
Credit.
Monetary.
Trade.
Trade and finance.

Do.
Payments.
Trade.
Financial (extension of credit to

France); payments and trade.

Financial and economic (extension
of credit to Greece, etc.)

Trade.
Do.

Financial.

Do.

Trade.
Monetary.

Trade.
Monetary.

Trade and finance.
Financial.
Trade.
Monetary.
Trade and Finance.
Monetary.
Trade and finance.
Monetary.

Trade.
Do.

Monetary.
Trade and finance.
Financial and commercial.
Loan agreement.
Trade.

CA~
Un

I In general, agreements described as monetary agreements provide for fixed rates of exchange, for the
sale of currencies up to certain specified limits, and for the use of sterling at the disposal of either party freelythroughout the sterling area. Payments agreements provide for the channeling of all payments through
special accounts, without fixing exchange rates or providing for sales of currencies by the respective central
bank
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II. AGREEMENTS OR CONTRACTS FOR THE PURCHASE OF FOOD PRODUCTS BY THE
UNITED KINGDOM

Agreement wit- Duration (including contracts Extended through- Products covered
renewed)

Australia ------------ June 30, 1947, to June 30, 1949 ---- June 30, 193 ------ Eggs.
Oct. 1, 1944, to Sept. 30, 1048 ---- Sept. 30, 1950 ------ Meats.
July 1, 1944, to June 30, 1948 ------ June 30, 1955 ------ Cheese, butter.
Jan. 1, 1946, to Dec. 31, 1948 .------ Dec. 31, 1953 ------ Dried fruits.

Argentina ------------ 4 years from Oct. 1, 1946 ------ -------------------- Meats.
Canada --------------- Dec. 1, 1943, through 1948 at least. - 1949 .------------- Meats (including ba-

con).
4 years from Aug. 1, 1946 --------- July 1950 --------- Wheat.
Apr. 1, 1944, to Mar. 31, 1947 ------ 1949 ------------- Cheese.
Jan. 1, 1944, to Jan. 31, 1949 --- -------------------- Eggs.

Denmark ------------- Aug. 1, 1946, to Sept. 30, 1950-- -------------------- Bacon, butter, eggs.
New Zealand ---------- Oct. 1, 1944, to Sept. 30, 1948 ------ Oct. 1, 1955 ------- Meats.

Aug. 1, 1944, to July 31, 1950 ------ July 31, 1955- --- Cheese.
Aug. 1, 1944, to July 31, 1950 ------ July 31, 1955- --- Butter.

Eire ------------------ 1944-46 ----------------------- Jan. 31, 1951 ------ Eggs.
Union of South Africa -_ 1947-48 ----------------------- September 1950 -_- Do.
Ceylon --------------- July 1946 to Dec. 31, 1950 ------------------------- Oils and fats.
Kenya, Uganda, and Until crop year 1951-52 -- - ------------- Coffee.Tanganytma.

Contracts are in force for the purchase of the exportable surpluses of sugar
from the following countries for 4 years from June 1946:

All parts of the British Empire.
Portuguese Each Africa (Portuguese requirements excepted).
Haiti.
Fiji.
Mauritius.

D. BILATERAL AGREEMENTS BETWEEN LATIN-AMERICAN REPUBLICS

Following is a list of bilateral agreements known to have been negotiated
by Latin-American Republics in recent years:
Argentina-Sweden

Signed: November 23, 1948.
Effective: December 1, 1948.
Duration: December 1 , 1953.
Nature: (1) Each party agrees to facilitate the importation of the merchandise

of other according to its needs and in value equivalent to purchases of its goods
by the other party. (2) All payments to be made in Swedish crowns, (3)
Overdraft of 50,000,000 crowns to be allowed either country. (4) Final settle-
ment to be made in sterling.
Argen tina-France

Signed: July 23, 1947.
[Effective:]
Duration: 5 years.
Nature and commodities involved.-Agreement provides that France buy from

Argentina annually specified quantities of certain products provided that dur-
ing each year the exportable surplus is not now below a specified amount. If
France during 5-year period can buy products more cheaply elsewhere, it is free
to do so. Products to be purchased by Government of France from IAPI.
Agreement also lists goods to be sold by France to Argentina in minimum speci-
fied quantities.
Argen tina-Belgium-Luzem burg

Signed: May 14, 1946.
Effective: May 24, 1946. Provisionally, subject to ratification.
Duration: 1 year-financial agreement renewable for 1-year periods by tacit

consent, unless abrogated by either party with 3 months' notice. 2 years-Com-
mercial Protocol renewable automatically for 1-year periods, unless denounced
3 months prior to date of expiration.

Nature and commodities involved.-Financial agreement, exchange of notes
regarding release of blocked assets, and a commercial protocol.

Financial: Purpose to provide Belgium with an operating credit with which
to purchase Argentine goods until such time as Belgian exports reach point
sufficient to establish an approximate balance in the payments between the
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two countries. Argentina to allow Belgium a maximum unfavorable operating
balance of payments In Belgian francs equivalent to 110,000,000 Argentine pesos.
Belgian franc established as means of payment between Argentina and Belgian
franc area. Payments to be effected through special Belgian franc account
known as Argentine Special Account to be opened in favor of Central Bank
of Argentine Republic in the National Bank of Belgium. Central Bank will
make use of Belgian franc credits in meeting current Argentine payments in
Belgian franc area and will not demand liquidation of balance in its favor
until franc balance exceeds equivalent of 110,000,000 Argentine pesos.

Blocked assets: Notes exchanged provide that both countries will unblock
assets only upon presentation of a certificate issued by the other certifying to
the absence of participation in the ownership of the assets on May 10, 1940.

Commercial protocol: Purpose to encourage a commercial interchange be-
tween contracting parties until it can be replaced by a commercial treaty.
Argentina to facilitate, in greatest measure possible, the granting of export
permits for certain specified commodities, principally foodstuffs and animal
products, for which Belgium will grant import permits. The quantities of these
gods are not stipulated.
Argenti'na-Ecuador

Signed: August 5, 1946.
Effective: August 5, 1946.
Duration: 3 years.
Nature and commodities involved.-Reciprocal purchase: Argentina to supply C

Ecuador with up to 10,000 tons of wheat of which up to 5,000 tons to be from -
1945-46 crop at 35 pesos per quintal f. o. b. Buenos Aires; 50,000 head of cattle;
30,000 sheep; 10,000 pigs; 7,000 goats; 3,000 horses. Argentine Congress to be
requested to exempt Ecuadoran toquilla straw hats from import duty. Ecuadoran
fresh fruit to receive most-favored-nation treatment in Argentina.

Ecuador to supply Argentina, annually, up to 6,000 tons good quality rubber be- (A
ginning January 1, 1947, at a price to be agreed upon for each transaction, but not
less than $0.89 (U. S. currency) per kilo f. o. b. port of shipment. Ecuadoran .rf l
Government to give preference to exports of natural rubber to Argentina, and
will not grant for 3 years export permits for rubber to other countries until the -
Argentine Government has imported the quantity of 6,000 tons of natural rubber
per year. Ecuador also to supply annually minimum of 200,000 tons petroleum,
10,000,000 square feet of balsa wood, and 20 tons cinchona bark. Ecuadoran Con- .---.-

gress to be requested to reduce import duty on Argentine lard from 0.60 to 0.25
sucre per gross kilo. Argentine fresh fruit to receive most-favored-nation treat- ri
ment in Ecuador.
A rgentina-Egypt -

Signed: August 2, 1948.
Nature and commodities involved.-Barter agreement providing for exchange

of 30,000 tons of Egyptian rice for Argentine agricultural products.
Argentina-United Kingdom

Signed: February 12, 1948.
Effective: Agreement to go into effect as soon as it is approved by the British

and Argentine Governments.
Duration: 1 year.
Nature and commodities involved.-Agreement provides for advance lump-sum

payment of 10,000,000 pounds by the United Kingdom as a contribution to the
increased cost of production of the goods to be purchased from Argentina.
This in effect merely part of the purchase price. Rest of price approximately
100,000,000 pounds and this sum Britain also pays in advance, receiving one-half
of 1 percent interest. If British purchases of goods covered by the agreement
have not amounted to 100,000,000 pounds by March 31, 1949, Argentina is to
reimburse the United Kingdom for the unexpended balance. British purchases
from Argentina to include 1,272,000 metric tons of corn, 400,000 long tons of
frozen meat, and 20,000 long tons of canned meat. Britain to furnish Argentina
Petroleum products and coal.
Argentina-Spain

Signed: October 30, 1946.
Effective: October 2, 1946.
Duration : October 2, 1946 to December 81, 1951.
Nature and commodities involved.-Provides for reciprocal purchases: Argen-

tine credits to Spain; preference to merchant marine of both parties in transpor-
tation of merchandise Involved; and various other matters.
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Argentina to supply Spain with 400,000 tons minimum of wheat in 1947 and
300,000 tons minimum in 1948; and with 120,000 tons of corn in 1947 and 100,000
tons in 1948: provided that the exportable surpluses of these items exceed
stated figures. Argentina also to supply Spain with stipulated quantities of a
number of other agricultural products during the period 1947-51, once its in-
ternational commitments on these items are fully satisfied.

Either party may buy in other markets if the seller is unable to meet world
prices, and imports and exports, insofar as Argentina is concerned, must be
made through the Argentine Institute for the Promotion of Trade.
Argentina-BraziU

Signed: November 29, 1946.
Effective: January 1, 1947.
Duration: 5 years.
Na tu re and con m odities involved.-Reciprocal purchases.

Argentina to supply Brazil:
Wheat :-.200,000 tons annually if exportable surplus is not less than

2,600,000 tons; if it is less Argentina will earmark 45 percent of the available
surplus for Brazil. Price to be lowest applied to any third party during pre-
ceding month.

Wool: 5,000 metric tons annually.
Casein: 1,000 metric tons annually.

Brazil to supply Argentina:
Truck tires: 5,000 during 1946, 40,000 during 1947.
Automobile tires: 40,000 during 1947. Brazil will supply in 1948-51 such

truck and automobile tires as Argentine industry cannot produce.)
Crude rubber: 3,000 tons in last half of 1947, 5.000 tons annually in 1948-51.
Cotton piece goods: 60,000,000 meters in 1947, 80,000.000 meters in 1948,

100,000,000 annually in 1949-51.
And specified quantities of about a dozen other miscellaneous items.
For rubber, wheat, tires, and textiles, purchases of the specified amounts are

not obligatory and offers from competitive sources can be considered. If price
quotations from other sources are lower than those specified in the agreement.
the other party must be given an opportunity to meet the lower price quotations.
If the other party is unable or unwilling to meet them, purchaser is free to buy
from the cheapest source.
Argentina-Chile

Signed: December 13, 1946.
Duration: 5 years after ratification.
Natre and commodities inrolred.-Provides for limited free trade between

the two countries and for the financing by Argentina of industrial development
and public-works construction in Chile.

I. Trade provisions: Reciprocal duty-free and tax-free entry of goods im-
ported for consumption or industrialization. Such duty-free imports will be in
amounts sufficient to complete requirements of either country, subject to ex-
portable surpluses In the other country. Each Government will fix periodically
the quantity of the respective products which can be imported within a fixed
period of time.

Both countries will give preferential attention to the requirements of the other
country, as regards each one's exportable surpluses.

Each country shall prepare a list of products originating in the other which
shall be excepted from the duty-free entry provision, within 180 days from the
day the agreement goes Into effect.

II. Financial provisions: Argentina grants a 100,000,000 peso revolving credit
to Chile, will invest 300,000,000 pesos in Chilean industries, and will grant a
300,000,000 pesos loan to Chile for public-works construction. These funds to be
provided by Argentine Institute for the Promotion of Trade.

An Argentine-Chilean Finance Association, to be established, will assist Chilean
enterprises to increase Chile's exports to Argentina, especially of copper, iron,
steel, nitrate, coal, wood, and electric power.

All materials, machinery, and implements used in public works and not produced
in Chile shall be purchased from the Argentine Institute for the Promotion of
Trade, except those which may be purchased more advantageously as to quality,
terms or prices, In other market. (This is an escape clause.)

The agreement contains other provisions regarding communications, insurance,
motion pictures, etc.
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A rgentina-Stwitzerland
Signed: January 20, 1947.
Effective: January 20, 1947, provisionally, pending ratification.
Duration: To December 31, 1951.
Nature and commodities involved.-Provides for reciprocal purchases, most

favorable treatment possible with respect too-duties, taxes, and administrative pro-
cedure in connection with the interchange of products, and various other matters.
Applies also to Principality of Liechtenstein by virtue of customs union treaty
with Switzerland.

Argentina to supply Switzerland with specified quantities of wheat, corn, barley,
Oat-, an rye, 1947-51.

In addition, once internal demand is satisfied, and existing commitments to
other countries met, Argentina will endeavor, whenever possible, to furnish Swit-
zerland with unspecified amounts of meat, butter, lard, tallow, millet, birdseed,
wheat flour for fodder, bran, fine bran, bristle, and castor oil.

Switzerland to extend every facility for Argentina to acquire Swiss products,
especially industrial machinery and parts: textile machinery: motors, including
hydraulic, wind-driven, gas and internal combustion engines: steam boilers;
electrical and telecommunication devices; chemicals and pharmaceutical prod-
ucts.

For wheat, corn, barley, oats, and rye, if Switzerland finds other sources of
supply with lower prices than those quoted by the Argentine Institute for Trade
Promotion, the Institute should be given an opportunity to meet these lower
prices. Should it be unable to do so, Switzerland may acquire the products from
another soure, the quantity thus purchased being deducted from the quota speci-
fled in the agreement.
Argentina-Bolitia

Signed: March 8, 1947.
Effective: Upon ratification. (j)
Duration: 5 years.
Nature and commodities involved.-Similar to Argentine-Chilean agreement, ri

but Argentine credits, investments, and loans are less. Provides for limited "

free trade and for financing by Argentina of industrial development and public-
works construction in Bolivia. However, unlike Chilean agreement, Argentine-
Bolivian agreement contains a protocol providing for exchange of specified prod- -o
ucts, including Bolivian minerals and other raw materials, and Argentine food-
stuffs, wool, cotton, etc. Bolivia to supply Argentina with annual quantities of r
tin as available over and above other Bolivian international commitments.
Brazil-United Kingdom

Signed: May 21, 1948. 1_

Nature and cornnodities inrolvcd.-Trade and payments agreement. United

Kingdom undertakes to ship to Brazil during 1948 certain quantities of specified
products, including petroleum, locomotives, machinery, and iron and steel manu-
factures, in exchange for specified amounts of Brazilian cotton, hides, coffee, and w.
other foodstuffs and raw materials. All operations between Brazil and scheduled
area A (formerly sterling area A) will be liquidated in sterling but Brazil with-
draws from the transferable account area.
Brazil-Czechoslorakia

Signed: October 16, 1946.
Effective: November 15, 1946.
Duration: 2 years, after expiration of which continues in effect subject to de-

nunciation at any time by either party with 6 months' notice.
Nature and conmodities inrolred.-Most-favored-nation treaty, financial ar-

rangement providing credits to Czechoslovakia, and protocol for interchange of
merchandise between two countries.

The commercial treaty provides for reciprocal most-favored-nation treatment
with respect to commerce and maritime navigation.

In the financial agreement Brazil grants a $20.000000 (United States currency)
credit to Czechoslovakia for the purchase of Brazilian products, and the repay-
muent of the credit utilized at the rate of 20 percent annually beginning January
1. 1952. The agreement also provides for the regulation of methods of payment
between the two countries, and releases Czechoslovak blocked credits in Brazil
amounting to approximately $500,000 (United States currency).
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The protocol deals with the interchange of merchandise between the two
countries and contains two lists of products specified quantities of which will be
exported by each country to the other over a 2-year period.
Brazil-Chile

Signed: December 27, 1946.
Effective: December 27, 1946.
Duration: 6 years. If not denounced 3 months prior to expiration date, agree-

ment will remain in effect for an unlimited time, each party reserving right to
denounce at any time thereafter for its termination 1 year later.

Nature and commodities involved.-Brazil to sell and Chile to buy 20,000,000
lineal meters cotton textiles annually, providing equality of prices between
Brazilian textiles and those of similar quality offered by other sources. Better
offers received by Chilean importers must be communicated to Brazil, which
within 5 days must reply as to whether Brazilian exporters can compete. If
cannot compete or no reply received, Chile can effect purchases in other market.
Preferential treatment in customs, exchange or other matter existing in Chile
now or in future to be extended Brazilian textiles so that they will not be less
favored than similar textiles from other countries.
Brazil-Paraguay

Signed: January 16, 1947.
Effective: January 16, 1947.
Duration: 6 years. If not denounced 3 months prior to expiration, will remain

in effect for indefinite period, each reserving right to denounce for termination
1 year later.

Nature and commodities involved.-Brazil to sell, Paraguay to buy 10,000,IOP
meters cotton textiles annually so long as Brazilian. prices not higher than those
of other countries. If Paraguayan importers receive better offers, said offers
must be communicated to Brazil which will advise as to whether Braziliani
exporters can compete.
Chile-Belgium

Signed: March 26, 1946.
Nature and commodities involved.-Memorandum of agreement recommending

projects of a provisional commercial convention, a commercial agreement, and
a protocol covering payments. Proposed commercial convention provides for
reciprocal general most-favored-nations customs treatment.

Commercial agreements provides for granting of all necessary facilities for
increasing trade and especially intensifying commerce in certain products. Lists
of Chilean and Belgian Luxemburg products were to be drawn up by a mixed
commission within 90 days after the signing of the agreement.

The draft protocol provides that payments relating to the interchange of
merchandise between the two countries shall be made in United States currency
or in any other currency expressly agreed upon.
Honduras-Nicaragua

Effective: July 8, 1946.
Duration: Further notice.
Nature and commodities involved.-Nicaragua grants duty-free entry for rosin

and turpentine; Honduras grants duty-free entry to sesame oil and cottonseed
oil.
Uruguay-Belgium-Luxemburg

Signed: June 14, 1946.
Effective: June 14, 1946, provisionally, subject to ratification. Uruguay rati-

fied October 23, 1946.
Duration: 3 years.
Nature and commodities involved.-This commercial agreement prompted by

the desire of the respective Governments to resume and increase the exchange
of their goods with each other, provides that import and export permits and
authorizations for the corresponding exchange will be issued with the great-
est facility possible for certain listed products up to a specified value or quantity.

Another provision of the agreement states that in case either country estab-
lishes import or export quotas for individual countries on certain products, each
is bound to give the other an equitable part of the quota. This share of the

quota cannot be less than the prewar part of the trade each received in the
particular commodities. Any portion of a quota established for a limited period
and not filled before the period expires will be added to the quota for the fol-
lowing period, except when it is decided to the contrary by mutual agreement.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 49
Quotas given to a third country must include sales made by private agreement
whether in the form of barter or other agreement.

Both Governments agree to cancel all provision of previous agreements deal-
ing with the balancing of trsde between Uruguay and Belgium.
Chile-Perlu

Signed: February 6, 1947.
Effective: Not yet ratified.
Nature and commodities involved.-Agreement on cultural, tourist, and com-

nuercial relations based on unratified agreement of April 4, 1946. Commercial
provisions reportedly include reciprocal tariff concessions.
Colombia-Canada

Signed: February 20, 1946.
Effective: 30 days after exchange of ratifications.
Duration: 2 years with automatic renewal for 1 year unless terminated.
Nature and commodities involvcd.-Reciprocal trade agreement providing

most-favored-nation treatment; nondiscriminatory procedures to govern customs
regulations, control foreign exchange, quantitative quotas, etc. (Excepts Em-
pire agreements.)
Colombia-Sweden

Signed: November 6, 1948.
Effective: November 1, 1948.
Duration: December 31, 1949.
Nature and commodities involved.--Trade and payments agreement covering C

exchange of Colombian coffee and bananas (3,920,000 pesos value) for "essential"
requirements of Columbia.
M exico-Canada

Signed: February 8, 1946.
Effective: February 8, 1946 (provisionally).
Duration: 2 years.
Nature and commodities involved.-Provides for most-favored-nation treat-

ment, no specified products involved.
Mexico-Costa Rica

Signed: February 4, 1946.
Nature and commodities involved.-Provides for most-favored-nation treat-

ment, no specified products involved.
Mexico-Guatemala

Signed: October 12, 1948. r
Effective :----------------
Duration: 2 years. r
Nature and commodities involved.-Most-favored-nat ion treatment, no specified

products involved.
Nicaragua-Honduras

Effective: July 8, 1946.
Nature and commodities involved.-Exempts from Nicaraguan customs duties

imports of Honduran rosin and turpentine; Honduras exempted Nicaraguan
sesame and cottonseed oils from duties.

E. BILATERAr. AGREEMENTS IN THE FAR, MIDDLE, AND NEAR EAST

Bilateral trade agreements in the Far East
Few trade agreements of the type in question are known to exist in the

Par East, with the exception of the network of trade and payments agreements
concluded by SCAP with other countries.

Japanese trade agreeincnts.-During 1948 the Supreme Commander for the
Allied Powers concluded on behalf of Japan a series of trade agreements, most
of them to be effective through June or December of 1949. Targets of the
expected volume of trade, both as to value and as to types and quantities of com-
modities to be exchanged are estimated in these agreements. In general, an
effort is made to balance the amount of trade between Japan and the signatory
nations, although provisions for periodic settling of balances in acceptable cur-
rencies are written in. The most important of these is known as the Sterling
Agreement, signed in November with the British, to which several members
of the Commonwealth adhered (United Kingdom and colonies (except Hong
Kong), Australia, New Zealand, India, South Africa. All members of the
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sterling area are eligible to join.) In addition, agreements were signed with
Sweden, the French Union, Egypt, the Netherlands and Indonesia, and Siam.
Under the terms of the larger Sterling Agreement, Pakistan and Burma have
signed separate agreements. There remains an "open account" understanding
with China, under which China is expected to make up certain amounts of
goods still undelivered to Japan in return for Japanese goods that went for-
ward to China nearly 2 years ago. Within the framework of all of these
agreements, provision has been made for the passage of goods under private
trade auspices as well as under government.

In addition to its "open account" arrangement with SCAP described above,
the Chinese Government is understood to be still shipping Chinese commodities
to the Union of Soviet Socialist Republics in fulfillment of commitments under-
taken in barter agreements entered into with the Soviet Government in 1938-39.
The terms of these agreements are confidential.

A supplementary financial agreement between China and Canada was signed
on May 28, 1947, supplementing a previous signed agreement under which
Canada extended credits to China.

Bilateral agreements in te fiddle and Near East
Because of the continuing dollar shortage facing the countries of the Near

and Middle East and their difficulty in finding markets for their exportable
surpluses, they have had to resort to the use of bilateral agreements. Turkey,
Egypt, and Israel, the most important trading countries, have negotiated a
number of such agreements during the past year; the other countries in the area
have been less active. The principal hindrance to American trade with most
of the countries of the area, is the lack of dollar earning power and difficulty
in converting their local currency and other foreign exchange into dollars.

Turkey, since the conclusion of World War II, has been the most active of the
Near Eastern countries in concluding bilateral agreements. In the early part
of this period the agreements providing for trade on a free foreign exchange
basis followed the country's policy of renouncing bilateral trade in favor of more
liberal commercial transactions. With the growing dollar problem, intensi-
fied by the postponement of sterling convertibility and difficulty in finding mar-
kets for its goods, Turkey felt obliged to modify this liberal policy and to conclude
agreements providing for clearing accounts and In some cases for mutual credits
and lists of goods constituting the trade exchange goa4. The most recent agree-
ments concluded by Turkey provide for ERP drawing rights as incorporated in
the Intra-European Payments and Compensation Agreement. It is believed that
Turkey's objective is still the development on multilateral trading as soon as
world conditions make it possible.

Egypt has also negotiated several bilateral agreements, clearing as well as
barter, and Is considering others, particularly in order to ensure markets for
cotton which has traditionally provided more than 70 percent of the country's
revenue from exports.

Barter agreements and imports against deferred payment have been impor-
tant factors in the foreign trade of the new state of Israel. Agreements of this
kind have been concluded recently with Holland, Sweden, Hungary, Czecho-
slovakia, Yugoslavia, and Poland. In general, they provide for the supply by
Israel of citrus fruits and other products against delivery of essential commod-
ities such as foodstuffs, chemicals, and industrial equipment. In several of the
agreements provision is made for the employment of Jewish blocked funds in the
countries concerned for the importation of goods into Israel.

Since the war, Egypt and Iraq have concluded yearly financial agreements
with the United Kingdom which limit the amount of hard currency, primarily
dollars, which can be purchased with sterling. These agreements have made it
possible for these countries to spend more dollars than they were currently
earning but have the effect of requiring them to spend hard currency for goods
not available in easy currency areas. A somewhat similar situation existed
until recently in Syria and Lebanon where dollars in excess of the amounts
earned were made available by France. This is no longer the case under a new
monetary agreement between Lebanon and France which established an inde-
pendent Lebanese currency outside of the franc block. A somewhat similar
agreement has been negotiated between Syria and France but has not yet been
ratified.
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principal bilateral agreenents in force in the Near and Middle Eastern Area8
February 1, 1919

Turkey-Belgium
Effective from December 1948.
Provision for ERP drawing rights in Turkey's favor. Further details not

yet available.

Turkcy-Czechoslovakia
Effective from December 15, 1946, until March 31, 1949.
No lists of commodities. Clearing account established for effecting payments

between two countries. Mutual credit ceilings also established.
Turkey-Denrnark

Effective from January 1, 1949, for 15 months but renewable for 1-year
periods.

No lists of commodities. Clearing account, expressed in dollars, established
for effecting payments between the two countries. Mutual credit ceilings also
established with provision for ERP drawing rights in Denmark's favor.
Tu rkey-Finland

Effective from June 20, 1948, for 1 year but renewable for 1-year periods.
No lists of commodities. Clearing accounts, expressed in dollars, established

for effecting payments between two countries. Mutual credit ceilings also
established.
Turkey-France 0"

Effective from September 21, 1946, for 1 year but renewable for 1-year periods.
No lists of commodities. Clearing account, established for effecting payments

between two countries. Credit ceiling established by Turkey in favor of France. fr)
A modus vivendi exchanged at the same time allows for certain exceptions to
most-favored-nation treatment.
T'urkey-Gcrman trizone IL")

Effective from January 1, 1949, to June 30, 1949, but renewable for 1-year
periods. r.T1

Provides for issuance of import and export permits within limits of the quan- "0
tities of goods on which the two contracting parties have agreed. Clearing 0 oo"
account, expressed in dollars, established for effecting payments between two
contracting parties. Mutual credit ceilings also established with provision for
FRP drawing rights in favor of the trizone.
Turkey-Italy r

Effective from November 15, 1948, until June 30, 1949, but renewable for 1-
year periods.

Provides for the issuance of import and export permits within the limits of -
the quantities of goods on which the two countries have agreed. hearingg ac-
count, expressed in dollars, established for effecting payments between two
countries. Mutual credit ceilings established with provision for ERP drawing
rights in Turkey's favor.
Turkcy-Poland >

Effective from August 1. 1948, for 1 year but renewable for 1-year periods.
Lists of commodities but no quantities indicated. Clearing accounts, expressed

in dollars, established for effecting payments between two countries. Mutual
credit ceilings also established.
Turkey-Sweden

Effective from J'une 15, 1948, for 1 year but renewable for 1-year periods.
No commodity quotas nor global values established. Private compensation

transactions permitted. Clearing account, expressed in Swedish crowns, estab-
lished for effecting payments between the two countries.
Turkey-S uitzcrland

Effective from October 1, 1945, until August 21, 1946, but renewable for 1-year
periods.

Establishes clearing accounts for effecting payments between the two coun-
tries. This agreement replaces an earlier compensation agreement.
Turkey-United Kingdom

Effective from May 21, 1945, until April 30, 1946, but renewable for 1-year
periods.

All payments between the two countries to be made in sterling through Turkish
accounts held by Turkish Central Bank in the Bank of England. Recent pro-
vision made for ERP drawing rights in Turkey's favor.
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Turke-y-Yugoavie
Effective from October 20, 1947, for 1 year but renewable for I year periods.
No lists of commodities. Payment on the basis of free foreign exchange.

Rgypt-Pra sce
Effective from June 9, 1948, for 1 year but renewable for 1-year periods.
No lists of commodities. Clearing accounts established for effecting payment.,

between Egypt and the Franc zone. Mutual credit ceilings also established.

Egypt-U. S. S. R.
Barter agreement dated March 3, 1948, provides for exchange of 216.000 metric

tons of wheat and 19,000 metric tons of corn by Russia for 38,000 metric tons
of cotton.
Bgypt-Switzerla nd

Effective from September 1, 1948, until May 1, 1949.
Established export quotas for certain essential Swiss products as well a

Egyptian import quotas for certain Swiss products previously excluded as being
nonessential.
Egypt-United Kingdom

Effective through 1948. (New agreement now being negotiated). $25,000,0(o)
in dollars allocated to Egypt and £35,000,000 released from blocked to current
sterling account Egypt to maintain import-export licensing system for trade
with hard currency areas.
Iran-Saudi Arabia

Provides for payment to Saudi Arabia of tolls for Iranian pilgrims to Mecca.
Eighty percent of the toll of 45 pounds sterling per pilgrim to be paid in mer-
chandise, chiefly textiles and rice. Date and exact terms unknown.
Iraq-U nited Kingdom

Effective from June 30, 1948, until June 30, 1949. The equivalent of $22,000.000
allotted to Iraq in hard currencies. Provides that Iraq shall maintain an export-
import licensing system for trade with the hard-currency area.

Senator MIAUJKJX. Is this correct: That we are now one of the lowest
tariff countries in the world ?

Mfr. BRowN. It depends on how you figure it.
Senator M urxxm. Figure it your own way.
Mr. BRowN-. You could figure the tariff any way you want to.
Senator Mnuxi. Let us take it in two ways. We have an average.

as I understand it, of an 8 percent ad valorem duty, counting our
free list.

Mr. BRowN-. Yes, sir.
Senator M LLKIN. We have an average of about 14 percent, count-

ing our nonfree list.
Mr. BRoww. A little higher. but is in that area, yes.
Senator Mnujrim . A.1 right: 14 or 15 percent. What countries,

taking the same method, have lower tariffs?
Mr. BRoww. I don't know. I would have to check that. But the

significance of the tariff is not necessarily dependent on an average.
Senator M _xj . I do not want you to weigh the reason for mV

question. All I want to know is what countries have a lower tariff
than we have under the categories which we have suggested.

Mr. Bxowir. I wanted to be sure I gave you what you wanted, sir.
The CIn.nAAN. Could you supply that!
Mr. Buow. Yes, sir.
(The following information was subsequently supplied:)

RiLATIONSHIP Op CUSTOMs RwzCrS TO ToaL VALUz or IMPORTS

Available data indicate that, on the basis of 1939 figures (or those for the

nearest available year) there were at least 11 countries in which customs
receipts, in proportion to value of total imports, were lower than the corre-

sponding figure for the United States. Not all countries report, on the smie
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basis, the amount of customs duties which they collect, nor do they report such
:ollections on the same time basis as the basis for reporting import figures.
Therefore, the figures in the following lists must not be considered as completely
comparable.

Custom receipts as Customs receipts as
percentage of value percentage of value

of total imports of total imports

United States ----------------- 14.4 r Rumania --------------------- 7.6
Canada ------------------- 13.8 Belgium ---------------------- 7. 4
Italy ----------------------- 13.2 Denmark --------------------- 7.4
Union of South Africa ---------- 13.0 Czechoslovakia ---------------- 6.9
-N, ,rway ---------------------- 9.9 Netherlands ------------------ 6. 7
Poland --------------------- 1 11. 7 Japan ----------------------- 6. 0

1 Year 1938.
Year 1937.

Postwar foreign data on this ratio are available from only a few countries.
Such data, furthermore, lack uniformity and comparability in such matters as
inclusion in "customs receipts" of various "crisis" and other taxes on imported
products, and inclusion of UNRRA and similar goods as "imports."

In general, rising price levels since the war. trade-agreement tariff reductions
by the United States and other countries, and other factors have tended to re-
duce the ratio all along the line, since 1939.

Such figures for 1946 as it has been possible to obtain show the following
percentages:

Customs receipts as Customs receipts a4
percentage of value percentage of value

of total imports of total imports

United States -------------- 10.01 Mexico ---------------------- 9. 0 f
-Norway -- ---------- 9.9j Switzerland ------------------- 7.3
Canada ---------------------- 9.3 Denmark --------------------- 5,0

It will be noted that the percentages for Mexico and Switzerland are below
the figure for the United States, whereas in 1939 they were higher than that
for the United States.

Senator Mnuijxn . Now, then, as to those countries, if you find any
that have lower ones, you will also find import quotas, special export r
and import licenses. On top of the tariff, you will find a whole system
of restraints on trade, which we do not have except in a couple of
instances. Right ?

Mr. BRowN. Yes, sir. That is correct. And the reason for that,
of course, is that they are suffering from the aftermath of the war.
They don't have the foreign exchange with which to allow their
citizens to purchase freely; and we do.

Senator MnuTTWu f. So that what you are telling us about is some-
thing that is not a reciprocal system but something which, under the
extraordinary circumstances which you have described, is an entirely
one-way system.

Mr. BRowN. There is a difference in income of the two.
Senator Mn.mXi. I have a tabulation here which purports to be

from the Statistical Division of the Tariff Commission.
Under the Payne-Aldrich law, on the ad valorem basis, the duti-

able percent was 40.8; the free and dutiable was 9.3. Under the
Underwood law, the dutiable percent was 27; the free and dutiable
was 9.1. Under the Ford-Macomber law, the dutiable percent was
38.5; the free and dutiable was 14. Under the Hawley-Smoot law,
under which we are now operating, the dutiable percent is 13.7, which
is substantially lower thin the lowest tariff we ever had, the Under-
wood; and 5.7 on the free and dutiable, which is substantially lower
than that same category under any other law.
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Is it not about clear that one more jump and we are in complete
free trade?

Mr. THORP. Of course, it is certainly true that under the operation
of the Reciprocal Trade Agreements Act the tariffs have been lowered
very considerably.

Senator MILLIKIN. And what is the relation of our imports today,
under these low tariffs, to our imports under the high tariffs of the
past days? We had very substantial imports in the twenties, for
example, did we not?

Mr. THORP. Yes.
Senator MLKJN. Can you give us a figure on that right now?
M r. TiiORP. The average of general imports from 1921 to 1925 wNa

$3,450,000,000, and from 1926 to 1930 it was slightly over $4,000,000,000.
Senator MMLIKI.N. Yes. According to this statistical table from

which I was reading, from 1923 to 1930 we had an average annually of
$4,023.570,000. Under the Hawley-Smoot law, I do not know what
that percentage would figure, but I am inclined to believe it would
figure considerably less even giving weighting for the 6 billions of
imports of 1948. Have you got that figure? How big have your
imports been under the H1awley-Smoot faw, as amended by the Re-
ciprocal Trade Act?

Mr. THoRP. Well, the 1948 imports were $6,900,000,000 estimated.
Senator MILLIKIN. For 1947,$5,644,000,000? Right?
Mr. THORP. That is not exactly my figure. Mine is $5,739,000,000.
Senator MiLLmiiN. Now let us run down the list rapidly. Let us

start with 1930. That is $1,408,000,000; is that right? And 1931.
$2,088,000,000?

Mr. THORP. May I just check that 1930 figure? Because my figure

is $3,000,000,000, or slightly over, for 1930.
Senator MILLIIN. My figure is $1,408,000,000. We might try to

resolve those figures.
Mr. THoRP. I would have thought it would have fallen between the

1929 and 1931 figures.
Senator MiLLIKIN. In 1931, it was $2,088,000,000. In 1932 it was

$1,325,000,000. In 1933 it was $1,433,000,000. In 1934 it was $1,-

636,000,000. In 1935 it was $2,038,000,000. In 1936 it was $2,423.-

000,000. In 1937, it was $3,900,000,000. In 1938, it was $1,949,000,000.

In 1939, it was $2,276,000,000. In 1940 it was $2,540,000,000. In 1941.

it was $3,221,000,000: In 1942 it was $2,769,000,000. In 1943, it was

$3,389,000,000. in 1944 it was $3,877,000,000. In 1945, it was $4,-

086,000,000. In 1946 it was $4,817,000,000. In 1947, it was $5,644,-
000,000. In 1948, which I think is an estimate, it was $6,332,000,000.

I mention that only to make the point that our imports, under these

higher tariff laws, as I think you will find in the twenties, probably

have a greater average than you have found under the operation of

your reciprocal trade system.
In other words, this great objective of increasing imports has not

materialized. And you have given some of the reasons why they

have not materialized.
Now, Mr. Thorp, in your statement to the House, you said that ITO

would be over here soon. When will it be here?
Mr. THoR. It is in the President's hands. I understand it will

come over within several weeks.
Senator MiLLnN. Within several weeks? r
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Mr. TiioRr. Yes, sir.
Senator MILLIKIN. There are no "if's," "but's," or "maybe's" about

that?
Mr. THORP. I am not in a position to make any promises with re-

spect to it. All I can say is that that is my understanding.
Senator MIuKImN. The State Department expects it will be over

here in a couple of weeks?
Mr. THORP. Within several weeks.
Senator MILLuIN. You recognize the relationship between the re-ciprocal trade system as it is now developed, and the proposed ITO?
MPlr. THORP. They are both related to the same basic economic policy;

yes, sir.
Senator MILLIKIN. A considerable part of ITO is now in your

reciprocal trade system, is it not?
That admits of very ready answer, Mr. Thorp.
Mr. THORP. No. The part of ITO which relates to commercial

policy very naturally is built on our experience in the field of com-
mercial policy.

Senator MILLIKIN. The question which I asked you: Our reciprocal
trade system as now influenced by the Geneva multilateral agree-
ment includes a considerable part of the provisions of the proposed I'
ITO.

Mr. THORP. Yes, sir.
Senator MIHLIuN. Therefore, there is a very close relationship be-

tween the two things. 17 Ti
Mr. THORP. Well, that depends on what you mean by relationship. 7

The reciprocal trade agreements program is something which has
been going on for years, and stands on its own feet as a program.

Senator MiLmKiN. Yes. But the provisions of ITO which you
have incorporated into your Geneva agreement have not been going r Tj
along for a number of years. Is that correct?

Mr. THORP. There have been provisions which have related to the -
same general problems, of quotas and nontariff controls. And with
what has happened in the development of commercial policy, it would
seem to me extraordinary if one expression of it was quite different -
from the expression of it at another point.

Senator MILLIKIN. Let me come back to the original question. You
have incorporated now into your reciprocal trade system a consider- ::_
able part of your proposed ITO charter. Right? f.

Mr. THORP. I would prefer to have it stated the other way around:
that the proposal for the ITO takes over a considerable part of what
we have developed in connection with the reciprocal-trade system.

Senator MInUIUN. Ah, but Mr. Thorp, all of the testimony in con-
nection with the multilateral trade agreement, and all the language
of it, shows that ITO is the thing that you are aiming at, and that ITO,
you hope, will absorb the provisions in your Geneva multilateral agree-
ments. Correct?

Mr. THORP. That is correct.
Senator Mn-rwi. Yes, that is correct. So you have just put the

tail of the dog at the head.
Mr. THoRP. No, sir. What I said was that- the provisions in the

ITO represent a development from the reciprocal trade agreements
program, rather than the suggestion that the ITO is defining the
reciprocal trade agreements program.
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Senator MILLIKiN. Yes. The ultimate purpose is to have ITO
supersede your Geneva multilateral agreements themselves, by express
language. And if that does not come about, there are escapes to
those who have joined your Geneva multilateral agreement. Is that
not correct?

Mr. THoRP. Yes.
Senator MuuLiN. So that you do intend that ITO will absorb

these provisions of your reciprocal-trade agreements.
Mr. THoRP. Yes, it stems out of the reciprocal-trade agreements.
Senator MnLnIKN. Why did you not get ITO over here in time so

that we could consider them both together?
Mr. THORP. We have not felt that the problem that we brought here

with respect to the reciprocal-trade-agreements program involved any
decision with respect to the ITO. The problem that we brought here
was a procedural problem on the reciprocal-trade-agreements program.

Senator MILIKI. But the question of extension, the question of
how long certainly has relevancy to the way you are operating under
the existing system. The way you are operating under the existing
system includes the incorporation of a part of ITO into your
reciprocal-trade agreements. Correct?

Mr. THoRP. There isn't an ITO incorporated in at the present
time, it is incorporation in tie other direction. But actually, the
reciprocal-trade-agreements program is a program which we feel can
stand on its own feet and should stand on its own feet. And the ITO
problem will come before the Congress and needs to be studied
separately, and to the extent to which it is appropriate to do so, it may
take over and absorb some of the reciprocal-trade-agreements program.

Senator MILUX iN. Mr. Thorp, under the language of your Geneva
agreement, it is very clear that it is not to stand on its own feet. It
is to be absorbed into ITO. Do you want me to demonstrate?

Mr. ThoRP. No, I did not realize that I had said it wasn't to be.
What I was talking was the reciprocal-trade-agreements program as
a legally authorized program.

Senator Mnuxnr. There is such a close relationship, as you know,
that we had a hearing on it here, and spent several weeks exploring
the relationship between the two things.

Now, Mr. Chairman, I would like to get more information on when
ITO is coming over here; and upon that information will depend the
possible further right of examination of Mr. Thorp. So I respectfully
request that Mr. Thorp be requested to hold himself available against
further examination of the ITO provisions in our reciprocal-trade-
agreement program.

The CHAMMAN. Mr. Thorp will do so, because Senator Lucas
wished to ask certain questions at some subsequent period of time
during the hearings.

Senator MmLIuz;. I doubt whether we could get at it, Mr. Chair-
man, until after the scheduled witnesses. That would be quite lengthy.

The CHQAnmA. Probably so.
Senator M LLIIN. If we cannot have ITO over here before us, we

will examine that part of ITO which is in your reciprocal trade
agreement.

Now, it is going to be one way or another. And I respectfully sug-
gest that the State Department has not been acting in entire good
faith as far as the presentation of ITO is concerned.
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I respectfully suggest that you have been trying to wiggle your way
into a part of ITOby using the ITO provisions in the reciprocal trade
agreements as a sort of "head of the camel in the tent."

Mr. THORP. Mr. Senator I am sorry that you put this interpretation
on the situation, because it is not a correct interpretation.

Senator MILUIiN. How long have you had ITO?
Mr. THORP. We have had ITO for many months.
Senator MILLIKIN. Yes. How many months? How long have you

had ITO?
Mr. BRowN. Since March 1948.
Senator MILLIKN. March 1948. Under your own claims, an agree-

ment of enormous significance to world trade; under the terms of your
Geneva agreement, the closest connection between ITO and what you
have been doing at Geneva. And yet since March of 1948 you have
held back the master agreement into which you hoped to merge a part
of the reciprocal trade agreements.

I do not think that I would have much difficulty in showing that you
have been using ITO as sort of a tactical maneuver point. And if
that is the way you want to play it, there are off-sets to that. You have
been treated very well here in connection with ITO, and I do not think
you have treated the Congress fairly in withholding ITO all of this
time.

Mr. THORP. May I explain that the situation as of March a year
ago was one in which a Congress was in session which was extremely
busy and which was not going to continue in session for many months;
and at that time we did consider whether it would be appropriate to
send this immediately into the Congress and we made the judgment
that this was sufficiently important, and sufficiently complicated, as
you well know, that it would not be wise and helpful to the Congress
to submit it at that time. The decision was made to submit it to this
Congress. And it will come to this Congress within a few weeks. fl

Senator MILLIKIN. Let me remind you of something. The reason
we restricted the extension last year to 1 year is because. the Con-
gress recognized that the two were inseparable, and that ITO would
te before us; so we could consider the both of them together before jJ
Ihe expiration of the year. And you come in here with this hurry-up
act on reciprocal trade, but you are holding back on ITO.

Mr. THORP. I have difficulty with the concept of their being in-
separable. If there were no ITO, I would be here with exactly the
same request as I am here with today.

Senator MmiuiN. But there is an ITO and the reciprocal trade
agreement that you have made at Geneva contemplates the merger of
ihe general provisions into the ITO. Do you have difficulty in seeing

the connection between the two?
Mr. THORP. I didn't say in terms of the connection, but in terms of

the necessity for the proposal which is now before the Congress being
considered at the same time. You do have to consider the ITO.

Senator MILIKIN. Well, Mr. Thorp, supposing that a considerable
part of Congress concluded that you misused your powers in includin
these ITO provisions in your reciprocal trade agreements? Would
that not have relevant bearing on what the extension should be and
the terms of the extension? You do not have any thought in your
mind that ITO will be unanimously accepted around here.

Mr. THORP. I am afraid not.

86697-49--pt. 1 5



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Senator MLLIKIN. No. You are dead right. And yet you have
incorporated a very important part of it in your Geneva agreements,
which becomes a part of your reciprocal-trade system. And you are
telling me that you do not see any connection between that and the
extension of this system, or the terms of the extension.

Mr. THORP. It is not the incorporation in this agreement of the ITO
as such. This is a part of ITO which stems from the same experience
and background.

Senator MILLMKIN. Mr. Thorp, please go back and read our hearings,
which were devoted to the relation of these two subjects, in which it
was freely confessed that there would be importations out of ITO into
the reciprocal-trade system. It is all in the record. That is why we
had the hearing. You were treated courteously, and you were treated
in good faith. And I suggest again that you have not been acting in
good faith since then.

The CHAIRMAN. Are there any further questions, Senator?
Senator MILLIKIN. No; except that I want to get at Mr. Thorp

again, pending my inquiries as to when ITO will be over here.
The CHAIMAN. We will be obliged, Mr. Thorp, to ask you to come

back, because some of the other Senators have some questions.
The committee will recess until 2: 30, if that is agreeable with the

committee.
Mr. THORP. Do you want me at 2: 30?
Senator Mn.iruxn. Yes, sir.
The CHAIRMAN. We will recess at this time until 2: 30.
(Thereupon, at 12:40 p. m., the hearing was recessed to reconvene

at 2: 30 p. m. of the same day.)

AFTERNOON SESSION

(The hearing was resumed at 2:30 p. m.)
The CHAIRMAN. We will come to order.
Mr. Thorp, are you prepared to make an explanation of the bill

itself, just as it stands? Some of the other members of the committee
have not come in yet, and perhaps we might do that now. It is not a
very long bill.

STATEMENT OF HON. WILLARD L. THORP, ASSISTANT SECRETARY
FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE, ACCOMPANIED
BY WINTHROP G. BROWN, DIRECTOR OF THE OFFICE OF INTER-
NATIONAL TRADE POLICY, DEPARTMENT OF STATE

Mr. THORP. In order to make sure that it is correct and in full de-
tail, I think Mr. Brown could do it more accurately.

The CHAIRMAN. We will switch, then, to Mr. Brown, and if you
will, we will make an explanation of this bill, just as it came from
the House.

Mr. BRowN. Section 1 is the title. Section 2 repeals the Trade
Agreement Extension Act of 1948. Section 3 extends the period
under which the President would be authorized to negotiate trade
agreements from June 12, 1948, until June 12, 1951.

Section 4 deletes from the preamble of Section 350 of the Tariff
Act of 1930, a parenthetical phrase which is obsolete and no longer
applies to conditions of today.

r.8
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Section 5 changes the reference in section 350 to the War and Navy
Departments, to the National Military Establishment, to reflect the
unification which took place last year.

The CHAHIMAN. Is the Department of Labor mentioned?
Mr. BROWN. No, sir. As a matter of administrative practice and by

Executive order, Labor is however included.
The CHAIRMAN. The Secretary of Labor has made the suggestion,

in a letter which I put in the record here and asked that it go at the
end of the day's proceedings, a suggestion that Labor ought to be
named specifically in the act. Do you know whether he made that
suggestion in the House?

Mr. BROWN. Yes, sir, that was also included in his letter to Mr.
Doughton.

The CHAIRMAN. You may proceed.
Mr. BROWN. Section 6 is a technical paragraph which has the effect

of permitting the President to proclaim some negotiated increases in
rates of duty, under certain circumstances, where he would not be
able to do it now. The reason for that is that the present statute says
that no rate of duty may be increased or decreased more than 50 per-
cent from the level applying on the 1st of January 1945. Also, we
have agreements with other countries that none of us will increase the rJ')
absolute margin of preferences above present levels.

Now, if you take those two limitations together, it has proved im-
I)ossible in at least two cases already for the President to proclaim
an increase in the United States rate of duty which was negotiated
with another country, because you could not raise the Cuban rate more
than 50 percent.

This is intended to permit that to be done. It gives no authority
to reduce the duty any more than below the 50 percent, but it does
enable increases in certain cases, which could not take place now.

The CHAIRMAN. It works up but not down?
Mr. BROWN. That is right.
The CHAIRMAN. All right, sir.
Senator MILLIKIN. May I ask a question, Mr. Chairman?
Under the proposed law, what is your range of negotiation?
Mr. BROWN. The same as it was under last year's law, sir; 50 percent.
Senator MILLIKIN. There is no new base?
Mr. BROWN. That is right.
Senator MILLIKIN. It is exactly the same base? t
Mr. BROWN. Yes, sir.
Senator MILIKIN'. Up and down from the same base as we had in

last year's act?
Mr. BROWN. Yes, sir.
Senator MILLIKIN. May I make a request, Mr. Chairman. In con-

nection with the examination which may come on the ITO provisions
in the reciprocal trade agreements, I would like to ask that we have
a comparative chart gotten up that will show the provisions in ITO
and the related provisions in your Geneva agreement. It is just a
scissors and pasting job.

The CHAIRMAN. You can do that, can you?
Mr. THOeP. Yes, sir; we can.
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THE GENERAL AGREEMENT ON TARIF7S AND TRADE AND PARALLEL PROVISIONS OF
THE HABANA CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION

There follows a comparison between the complete text of the General Agree-
ment on Tariffs and Trade (GATT) (showing amendments in force for the
United States as from January 1, 1949) and the identical or similar portions of
the text of the Habana Charter for an International Trade Organization (ITO).

GATT is being applied provisionally by the 23 countries which negotiated it,
in accordance with the protocol of provisional application of the agreement which
provides that part II of the agreement (arts. III to XXIII, inclusive) shall be
applied to the fullest extent not inconsistent with existing legislation. Under
the protocol any government is free to withdraw its provisional application 0n
the expiration of 60 days from the day on which written notice of such with-
drawal is received by the Secretary-General of the United Nations. The Charter
for the International Trade Organization is not in effect.

In the comparison which follows the complete text of the GATT is shown, but
only parallel provisions of the ITO Charter are reproduced opposite the GATT
provisions. The ITO Charter contains also the following chapters and articles
not corresponding to any provisions of GATT and not shown in the comparis li
below:

"hapter I. Purpose and objectives, one article.
Chapter II. Employment and economic activity, six articles.
Chapter III. Economic development and reconstruction, six articles in addition

to articles 13 and 14. reproduced herein.
Chapter V. Restrictive business practices, nine articles.
Chapter VII. The International, Trade Organization, 20 articles in addition to

article 21, reproduced herein.
Chapter IX. General provisions, two articles in addition to those shown.
Annex E. List of Portuguese territories referred to in paragraph 2 (b) of

article 16.
Anniex H. List of territories covered by preferential arrangements among

Colombia, Ecuador, and Venezuela referred to in paragraph 2 (e) of article 16.
Annex I. List of territories covered by preferential arrangements among the

republics of Central America referred to in paragraph 2 (e) of article 16.
Annex J. List of territories covered by preferential arrangements between

Argentina and neighboring countries referred to in paragraph 2 (e) of article 16.
Annex L. Relating to article 78.
NoTE.-In the following comparison, the provisions of annex I of GATT and

-relevant portions of annex P of the ITO Charter are shown following the articles
to which the provisions relate.

GENERAL AGREEMENT ON TARIFFS AND ITO CHARTER
TRADE

The Governments of the Common-
wealth of Australia, the Kingdom of
Belgium, the United States of Brazil,
Burma, Canada, Ceylon, the Republic of
Chile, the Republic of China, the Repub-
lic of Cuba, the Czechoslovak Republic,
the French Republic, India, Lebanon,
the Grand Duchy of Luxemburg, the
Kingdom of the Netherlands, New Zea-
land, the Kingdom of Norway, Pakistan,
Southern Rhodesia, Syria, the Union of
South Africa, the United Kingdom of
Great Britain and Northern Ireland,
and the United States of America:

Recognizing that their relations in
the field of trade and economic endeavor
should be conducted with a view to rais-
ing standards of living, ensuring full em-
ployment and a large and steadily grow-
ing volume of real income and effective
demand, developing the full use of the
resources of the world and expanding
the production and exchange of goods;

Being desirous of contributing to



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GF.NERAL AGREEMENT ON TARIFFS AND
TRADE

these objectives by entering into re-
ciprocal and mutually advantageous ar-
rangements directed to the substantial
reduction of tariffs and other barriers to
trade and to the elimination of discrim-
inatory treatment in international com-
merce;

Have through their Representatives
agreed as follows:

PART I

ARTICLE I. GENERAL MOST-FAVOURED-
NATION TREATMENT

1. With respect to customs duties
and charges of any kind imposed on or
in connection with importation or ex-
portation or imposed on the interna-
tional transfer of payments for imports
or exports, and with respect to the
method of levying such duties and
charges, and with respect to all rules
and formalities in connection with im-
portation and exportation, and with re-
spect to all matters referred to in para-
graphs 1 and 2 of Article III, any ad-
vantage, favour, privilege or immunity
granted by any contracting party to any
product originating in or destined for
any other country shall be accorded im-
miediately and unconditionally to the
like product originating in or destined
for the territories of all other contract-
ing parties.

2. The provisions of paragraph 1 of
this Article shall not require the elim-
ination of any preferences in respect of
import duties or charges which do not
exceed the levels provided for in para-
graph 3 of this Article and which fall
within the following descriptions:

(a) preferences in force exclusively
between two or more of the territories
listed in Annex A, subject to the con-
ditions set forth therein;

(b) preferences in force exclusively
between two or more territories which
on July 1, 1939, were connected by com-
mon sovereignty or relations of protec-
tion or suzerainty and which are listed
in Annexes B, C and D, subject to the
conditions set forth therein;

(c) preferences in force exclusively
between the United States of America
and the Republic of Cuba;

(d) preferences in force exclusively
between neighboring countries listed
in Annexes E and F.

ITO CHARTER

ARTICLE 16. GENERAL MOST-FAVOURED-
NATION TREATMENT

1. With respect to customs duties and
charges of any kind imposed on or in
connection with importation or exporta-
tion or imposed on the international
transfer of payments for imports or ex-
ports, and with respect to the method of
levying such duties and charges, and
with respect to all rules and formalities
in connection with importation and ex-
portation, and with respect to all mat-
ters within the scope of paragraphs 2
and 4 of Article 18, any advantage, fa-
vour, privilege or immunity granted by
any Member to any product originating
in or destined for any other country
shall be accorded immediately and un-
conditionally to the like product origi-
nating in our destined for all other
Member countries.

2. The provisions of paragraph 1 shall
not require the elimination, except as
provided in Article 17, of any prefer-
ences in respect of import duties or
charges which do not exceed the mar-
gins provided for in paragraph 4 and
which fall within the following descrip-
tions:

(a) preferences in force exclusively
between two or more of the territories
listed in Annex A, subject to the condi-
tions set therein;

(b) preferences in force exclusively
between two or more territories which
on July 1, 1939 were connected by com-
mon sovereignty or relations of protec-
tion or suzerainty and which are listed
in Annexes B, C, D and E;

(c) preferences in force exclusively
between the United States of America
and the Republic of Cuba;

(d) preferences in force exclusively
between the Republic of the Philippines
and the United States of America, in-
cluding the dependent territories of the
latter;

(e) preferences in force exclusively
between neighbouring countries listed in
Annexes F, G. H, I and J.
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3. The margin of preference on any
product in respect of which a preference
is permitted under paragraph 2 of this
Article but is not specifically set forth
as a maximum margin of preference in
the appropriate Schedule annexed to
this Agreement shall not exceed

(a) in respect of duties or charges on
any product described in such Schedule,
the difference between the most-fa-
voured-nation and preferential rates
provided for therein; if no preferential
rate is provided for, the preferential
rate shall for the purposes of this para-
graph be taken to be that in force on
April 10, 1947, and, if no most-favoured-
nation rate is provided for, the margin
shall not exceed the difference between
the most-favoured-nation and preferen-
tjal rates existing on April 10, 1947;

(b) in respect of duties or charges on
any product not described in the appro-
priate Schedule, the difference between
the most-favoured-nation and preferen-
tial rates existing on April 10, 1947.

In the case of the contracting parties
named in Annex G, the date of April 10,
1947, referred to in subparagraphs (a)
and (b) of this paragraph shall be re-
placed by the respective dates set forth
in that Annex.

ITO CHARTER

3. The provisions of paragraph 1 shall
not apply to preferences between the
countries formerly a part of the Otto-
man Empire and detached from it on
July 24, 1923, provided such preferences
fulfil the applicable requirements of
Article 15.

4. The margin of preference on any
product in respect of which a preference
is permitted under paragraph 2 shall not
exceed (a) the maximum margin pro-
vided for under the General Agreement
on Tariffs and Trade or any subsequent
operative agreement resulting from ne-
gotiations under Article 17, or (b) if not
provided for under such agreements,
the margin existing either on April 10,
1947, or on any earlier date established
for a Member as a basis for negotiating
the General Agreement on Tariffs and
Trade, at the option of such Member.

5. The imposition of a margin of tariff
preference not in excess of the amount
necessary to compensate for the elimi-
nation of a margin of preference in an
internal tax existing on April 10, 1947,
exclusively between two or more of the
territories in respect of which preferen-
tial import duties or charges are per-
mitted under paragraph 2, shall not be
deemed to be contrary to the provisions
of this Article, it being understood that
any such margin of tariff preference
shall be subject to the provisions of
Article 17.
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AD ARTICLE T

paragraph I
The obligations incorporated in para-

graph 1 of Article I by reference to
paragraphs 1 and 2 of Article III and
those incorporated in paragraph 2 (b)
of Article II by reference to Article VI
shall be considered as falling within
Part II for the purposes of the Protocol
of Provisional Application.

Paragraph 3
The term "margin of preference"

means the absolute difference between
the most-favoured-nation rate of duty
and the preferential rate of duty for the
like product, and not the proportionate
relation between those rates. As
examples:

1. If the most-favoured-nation rate
were 36 per cent ad valorem and the
preferential rate were 24 per cent ad
valorem, the margin of preference would
would 12 per cent ad valorem, and not
one-third of the most-favoured-nation
rate ;

2. If the most-favoured-nation rate
were 36 per cent ad valorem and the
preferential rate were expressed as two-
thirds of the most-favoured-nation rate,
the margin of preference would be 12
per cent ad valorem;

3. If the most-favbured-nation rate
were 2 francs per kilogram and the pref-
erential rate were 1.50 francs per kilo-
gram, the margin of preference would
be 0.50 francs per kilogram.

The following kinds of customs ac-
tion, taken in accordance with estab-
lished uniform procedures, would not be
contrary to a general binding of mar-
-ins of preference:

(i) The re-application to an imported
product of a tariff classification or rate
of duty, properly applicable to such
product, in cases in which the applica-
tiont of such classification or rate to
such product was temporarily suspended
or inoperative on April 10, 1947; and

(ii) the classification of a particular
product under a tariff item other than
that under which Importations of that
product were classified on April 10, 1947,
in cases in which the tariff law clearly
contemplates that such product may be
classified under more than one tariff
Item.

ITO CHARTER

AD ARTICLE 16

Note 1.-The term "margin of prefer-
ence" means the absolute difference be-
tween the most-favoured-nation rate of
duty and the preferential rate of duty
for the like product, and not the propor-
tionate relation between those rates. As
examples:

1. If the most-favoured-nation rate
were 36 per cent ad valorem and the
preferential rate were 24 per cent ad
valorem, the margin of preference would
be 12 per cent ad valorem, and not one-
third of the most-favoured-nation rate.

2. If the most-favoured-nation were
36 per cent ad valorem and the preferen-
tial rate were expressed as two-thirds
of the most-favoured-nation rate, the
margin of preference would be 12 per
cent ad valorem.

3. If the most-favoured-nation rate
were 2 francs per kilogram and the pref-
erential rate 1.50 francs per kilogram,
the margin of preference would be 0.50
francs per kilogram.

Note 2.-The following kinds of cus-
toms action, taken in accordance with
established uniform procedures, would
not be contrary to the binding of mar-
gins of preference under paragraph 4:

(1) the re-application to an Imported
product of a tariff classification or rate
of duty, properly applicable to such
product, in cases in which the applica-
tion of such classification or rate to such
product was temporarily suspended or
inoperative on April 10, 1947; and

(ii) the classification of a particular
product under a tariff Item other than
that under which importations of that
product were classified on April 10, 1947,
in cases in which the tariff law clearly
contemplates that such product may be
classified under more than one tariff
item.
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ARTICLE II. SCHEDULES OF CONCESSIONS

1. (a) Each contracting party shall
accord to the commerce of the other
contracting parties treatment no less
favourable than that provided for in the
appropriate Part of the appropriate
Schedule annexed to this Agreement.

(b) The products described in Part I
of the Schedule relating to any contract-
ing party, which are the products of
territories of other contracting parties,
shall, on their importation into the ter-
ritory to which the Schedule relates,
and subject to the terms, conditions or
qualifications set forth in that Schedule,
be k xeuipt from ordinary customs duties
in excess of those set forth and provided
for therein. Such products shall .also
be exempt from all other duties or
charges of any kind imposed on or in
connection with importation in excess
of those imposed on the date of this
Agreement or those directly and manda-
torily required to be imposed thereafter
by legislation in force in the importing
territory on that date.

(c) The products described in Part
II of the Schedule relating to any con-
tracting party, which are the products
of territories entitled under Article I to
receive preferential treatment upon im-
portation into the territory to which
the Schedule relates, shall, on their im-
portation into such territory, and sub-
ject to the terms, conditions or qualifi-
cations set forth in that Schedule, be
exempt from ordinary customs duties in
excess of those set forth and provided
for in Part II of that Schedule. Such
products shall also be exempt from all
other duties or charges of any kind im-
posed on or in connection with impor-
tation in excess of those imposed on the
date of this Agreement or those directly
and mandatorily required to be imposed
thereafter by legislation in force in the
importing territory on that date.
Nothing in this Article shall prevent
any contracting party from maintaining
its requirements existing on the date of
this Agreement as to the eligibility of
goods for entry at preferential rates of
duty.

2. Nothing in this Article shall pre-
vent any contracting party from im-
posing at any time on the importation of
any product

ITO CHARTER

ARTICLE 17. REDUCTION OF TARIFFS AND
ELIMINATION OF PREFERENCES

(For balance of Article see opposite
Article XXV of GATT)

- 1. Each Member shall, upon the re-
quest of any other Member or Members,
and subject to procedural arrange-
ments established by the Organization,
enter into and carry out with such other
Member or Members negotiations di-
rected to the substantial reduction of
the' general levels of tariffs and other
charges on imports and exports, and to
the elimination of the preferences re-
ferred to in paragraph 2 of Article 1,
on a reciprocal and mutually advanta-
geous basis.

2. The negotiations provided for in
paragraph 1 shall proceed in accordance
with the following rules:
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(a) a charge equivalent to an inter-
nal tax imposed consistently with the
provisions of paragraph 1 of Article III
in respect of the like domestic product
or in respect of an article from which
the imported product has been manufac-
tured or produced in whole or in part;

(b) any anti-dumping or counter-
vailing duty applied consistently with
the provisions of Article VI;

(c) fees or other charges commensu-
rate with the cost of services rendered.

ITO CHABER

(a) Such negotiations shall be con-
ducted on a selective product-by-product.
basis which will afford adequate oppor-
tunity to take into account the needs of
individual countries and individual in-
dustries. Members shall be free not to
grant concessions on particular products
and, in the granting of a concession,
they may reduce the duty, bind it at its
then existing level, or undertake not to
raise it above a specified higher level.

(b) No Member shall be required to
grant unilateral concessions, or to grant
concessions to other Members without
receiving adequate concessions in re-
turn. Account shall be taken of the
value to any Member of obtaining in its
own right and by direct obligation the
indirect concessions which it would
otherwise enjoy only by virtue of Article
16.

(c) In negotiations relating to any
specific product with respect to which a
preferences applies,

(i) when a reduction is negoti-
ated only in the most-favoured-
nation rate, such reduction shall
operate automatically to reduce or
eliminate the margin of preference
applicable to that product;

(ii) when a reduction is negoti-
ated only in the preferential rate,
the most-favoured-nation rate shall
automatically be reduced to the ex-
tent of such reduction;

(iii) when it is agreed that re-
ductions will be negotiated in both
the most-favoured-nation rate and
the preferential rate, the reduction
in each shall be that agreed by the
parties to the negotiations;

(iv) no margin of preference
shall le increased.

(d) The binding against increase of
low duties or of duty-free treatment
shall in principle be recognized as a con-
cession equivalent in value to the sub-
stantial reduction of high duties or the
elimination of tariff preferences.

(c) Prior international obligations
shall not be invoked to frustrate the re-
quirement under paragraph 1 to nego-
tiate with respect to preferences, it be-
ing understood that agreements which
result from such negotiations and which
conflict with such obligations shall not
require the modification or termination
of such obligations except (i) with the
consent of the parties to such obliga-
tions, or, In the absence of such consent,
(ii) by modification or termination of
such obligations in accordance with
their terms.
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3. No contracting party shall alter its
method of determining duitable value
or of converting currencies so as to im-
pair the value of any of the concessions
provided for in the appropriate Schedule
annexed to this Agreement.

4. If any contracting party estab-
lishes, maintains or authorizes, for-
mally or in effect, a monopoly of the
importation of any product described
in the appropriate Schedule annexed to
this agreement, such monopoly shall not,
except as provided for in that Schedule
or as otherwise agreed between the par-
ties which initially negotiated the con-
cession, operate so as to afford protec-
tion on the average in excess of the
amount of protection provided for In

ITO CHArTER

3. The negotiations leading to the
General Agreement on Tariffs and
Trade, concluded at Geneva on October
30, 1947, shall be deemed to be negotia-
tions pursuant to this Article. The
concessions agreed upon as a result of
all other negotiations completed by a
Member pursuant to this Article shall
be incorporated in the General Agree-
ment on terms to be agreed with the par-
ties thereto. If any Member enters into
any agreement relating to tariffs or
preferences which is not concluded pur-
suant to this Article, the negotiations
leading to such agreement shall never-
theless conform to the requirements of
paragraph 2 (c).

AD ARTICLE 17

(From Annex P)

An internal tax (other than a general
tax uniformity applicable to a consider-
able number of products) which is ap-
plied to a product not produced do-
mestically in substantial quantities
shall be treated as a customs duty un-
der Article 17 in any case in which a
tariff concession on the product would
not be of substantial value unless ac-
companied by a binding or a reduction
of the tax.

Paragraph 2 (d)
In the event of the devaluation of a

Member's currency, or of a rise in prices,
the effects of such devaluation or rise in
prices would be a matter for considera-
tion during negotiations in order to de-
termine, first, the change, if any, in the
protective incidence of the specific du-
ties of the Member concerned and, sec-
ondly, whether the binding of such spe-
cific duties represents in fact a con-
cession equivalent in value to the sub-
stantial reduction of high duties or the
elimination of tariff preferences.

ARTICLE 31

(For balance of Article and Interpreta-
tive Note see opposite of Article XVII
of GATT)
4. The import duty negotiated under

paragraph 2, or made public or notified
to the Organization under paragraph 3,
shall represent the maximum margin by
which the price charged by the import
monopoly for the imported product
(exclusive of internal taxes conform-
ing to the provisions of Article 18,
transportation, distribution and other
expenses incident to the purchase, sale
or further processing, and a reasonable
margin of profit) may exceed the landed
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that Schedule. The provisions of this
paragraph shall not limit the use by
contracting parties of any form of as-
sistance to domestic producers per-
mitted by other provisions of this Agree-
ment.

5. If any contracting party considers
that a product is not receiving from
another contracting party the treatment
which the first contracting party be-
lieves to have been contemplated by a
concession provided for in the appro-
priate Schedule annexed to this Agree-
ment, it shall bring the matter directly
to the attention of the other contract-
ing party. If the latter agrees that
the treatment contemplated was that
claimed by the first contracting party,
but declares that such treatment can-
not be accorded because a court or other
proper authority has ruled to the effect
that the product involved cannot be
classified under the tariff laws of such
contracting party so as to permit the
treatment contemplated in this Agree-
nient, the two contracting parties, to-
gether with any other contracting par-
ties substantially interested, shall en-
ter promptly into further negotiations
with a view to a compensatory adjust-
inent of the matter.

6. (a) The specific duties and charges
included in the Schedules relating to
contracting parties members of the
International Monetary Fund, and mar-
gins of preference in specific duties and
charges maintained by such contracting
parties, are expressed in the appropri-
ate currency at the par value accepted
or provisionally recognized by the Fund
at the date of this Agreement. Ac-
cordingly, in case this par value is re-
duced consistently with the Articles of
Agreement of the International Mone-
tary Fund by more than twenty per
centum, such specific duties and charges
and margins of preference may be ad-
justed to take account of such reduc-
tion; Provided that the CONTRACTING
PARTIES (i. e. the contracting parties
acting jointly as provided for In Article
XXV) concur that such adjustments
will not impair the value of the conces-
sions provided for in the appropriate
Schedule or elsewhere in this Agree-
ment, due account being taken of all
factors which may influence the need
for, or urgency of, such adjustments.

ITO CH~iruz

cost: Provided that regard may be had
to average landed costs and selling
prices over recent periods; and Pro-
vided further that, where the product
concerned is a primary commodity
which is the subject of a domestic price
stabilization arrangement, provision
may be made for adjustment to take
account of wide fluctuations or varia-
tions in world prices, subject where a
maximum duty has been negotiated to
agreement between the countries par-
ties to the negotiations.
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(b) Similar provisions shall apply to
any contracting party not a member of
the Fund, as from the date on which
such contracting party becomes a mem-
ber of the Fund or enters into a special
exchange agreement iii pursuance of
Article XV.

7. The Schedules annexed to this
Agreement are hereby made nn integral
part of Part I of this Agreement.

AD ARTICLE It

(From annex I)

Paragraph 2 (b)
See the note relating to paragraph 1

of Article I.

Paragraph 4
Except where otherwise specifically

agreed between the contracting parties
which initially negotiated the conces-
sion, the provisions of this paragraph
will be applied in the light of the pro-
visions of Article 31 of the Draft Char-
ter referred to in Article XXIX of this
Agreement.

ARTICLE III. NATIONAL TREATMENT ON IN-
TERNAL TAXATION AND REGULATION

1. The contracting parties recognize
that internal taxes and other internal
charges, and laws, regulations and re-
quirements affecting the internal sale,
offering for sale, purchase, transporta-
tion, distribution or use of products,
and internal quantitative regulations re-
quiring the mixture, processing or use
of products in specified amounts or pro-
portions, should not be applied to im-
ported or domestic products so as to
afford protection to domestic produc-
tion.

2. The products of the territory of
any contracting party imported into the
territory of any other contracting party
shall not be subject, directly or indi-
rectly, to internal taxes or other inter-
nal charges of any kind in excess of
those applied, directly or indirectly, to
like domestic products. Moreover, no
contracting party shall otherwise apply
internal taxes or other internal charges
to imported or domestic products in a
manner contrary to the principles set
forth in paragraph 1.

3. With respect to any existing inter-
nal tax which is inconsistent with the
provisions of paragraph 2 but which is
specifically authorized under a trade
agreement, in force on 10 April 1947,
in which the import duty on the taxed
product is bound against Increase, the

ITO CHARTER

ARTICLE 18. NATIONAL TREATMENT ON IN-
TERNAL TAXATION AND REGULATION

1. The Members recognize that inter-
nal taxes and other Internal charges,
and laws, regulations and requirements
affecting the internal sale, offering for
sale, purchase, transportation, distribu-
tion or use of products, and internal
quantitative regulations requiring the
mixture, processing or use of products
in specified amounts or proportions,
should not be applied to imported or do-
mestic products so as to afford protec-
tion to domestic production.

2. The products of any Member coun-
try imported into any other Member
country shall not be subject, directly, or
indirectly, to internal taxes or other in-
ternal charges of any kind In excess of
those applied, directly or indirectly, to
like domestic products. Moreover, no
Member shall otherwise apply Internal
taxes or other internal charges to iu-
ported or domestic products in a man-
ner contrary to the principles set forth
In paragraph 1.

3. With respect to any existing inter-
nal tax which is inconsistent with the
provisions of paragraph 2 but which Is
specifically authorized under a trade
agreement, in force on April 10, 1947,
In which the import duty on the taxed
product Is bound against increase, the
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contracting party imposing the tax shall
be free to postpone the application of
the provisions of paragraph 2 to such
tax until such time as it can obtain re-
lease from the obligations of such trade
-igreement in order to permit the inl-
crease of such duty to the extent neces-
siry to compensate for the elimination
o the protective element of the tax.

4. The products of the territory of
iny contracting party imported into the
territory of any other contracting party
shall be accorded treatment no less fa-
vorable than that accorded to like prod-
ilcts of national origin in respect of all
laws, regulations and requirements af-
fecting their internal sale, offering for
. ;ile, purchase, transportation, distribu-
l ion or use. The provisions of this para-
graph shall not prevent the application
(if differential internal transportation
charges which are based exclusively on
the economic operation of the means of
transport and not on the nationality of
the products.

5. No contracting party shall estab-
lish or maintain any internal quantita-
tive regulation relating to the mixture,
processing or use of products in specified
amounts or proportions which requires,
directly or indirectly, that any specified
amount or proportion of any product
which is the subject of the regulation
Iiust be supplied from domestic sources.
moreoverr, no contracting party shall
otherwise apply internal quantitative
regulations in a manner contrary to the
principles set forth in paragraph 1.

6. The provisions of paragraph 5
shall not apply to any internal quanti-
tative regulation in force in the terri-
tory of any contracting party on 1 July
1939, 10 April 1947, or 24 March 1948,
at the option of that contracting party;
Iprovided that any such regulation which
is contrary to the provisions of para-
graph 5 shall not be modified to the
detriment of imports and shall be
treated as a customs duty for the pur-
pose of negotiation.

7. No internal quantitative regulation
relating to the mixture, processing or
use of products in specified amounts or
proportions shall be applied in such a
manner as to allocate any such amount
or proportion among external sources
of supply.

8. (a) The provisions of this article
shall not apply to laws, regulations or
requirements governing the procure-
ment by governmental agencies of
products purchased for governmental

ITO CHARTER

Member imposing the tax shall be free
to postpone the application of the provi-
sions of paragraph 2 to such tax until
such time as it can obtain release from
the obligations of such trade agreement
in order to permit the increase of such
duty to the extent necessary to compen-
sate for the elimination of the protec-
tive element of the tax.

4. The products of any Member coun-
try imported into any other Member
country shall be accorded treatment no
less favourable than that accorded to
like products of national origin in re-
spect of all laws, regulations, and re-
quirements affecting their internal sale,
offering for sale, purchase, transporta-
tion, distribution or use. The provi-
sions of this paragraph shall not pre-
vent the application of differential in-
ternal transportation charges which are
based exclusively on the economic oper-
ation of the means of transport and not
on the nationality of the product.

5. No Member shall establish or main-
tain any internal quantitative regula-
tion relating to the mixture, processing
or use of products in specified amounts
or proportions which requires, directly
or indirectly, that any specified amount
or proportion of any product which is
the subject of the regulation must be
supplied from domestic sources. More-
over, no Member shall otherwise apply
internal qnantitatite regulations in a
manner contrary to the principles set
forth in paragraph 1.

6. The provisions of paragraph 5
shall not apply to any internal quanti-
tative regulation in force in any Mem-
ber country on July 1, 1939, April 10,
1947 or on the date of this Charter, at
the option of that Member; Prorided
that any such regulation which is con-
trary to the provisions of paragraph 5
shall not be modified to the detriment
of imports and shall be subject to nego-
tiation and shall accordingly be treated
as a customs duty for the purposes of
Article 17.

7. No internal quantitative regula-
tion relating to the mixture, processing
or use of products in specified amounts
or proportions shall be applied in such
a manner as to allocate any such
amount or proportion among external
sources of supply.

8. (a) The provisions of this Article
shall not apply to laws, regulations or
requirements governing the procure-
nient by governmental agencies of prod-
ucts purchased for governmental pur-
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purposes and not with a view to com-
mercial resale or with a view to use
in the production of goods for com-
mercial sale.

(b) The provisions of this article
shall not prevent the payment of sub-
sidies exclusively to domestic producers,
including payments to domestic pro-
ducers derived from the proceeds of in-
ternal taxes or charges applied consist-
ently with the provisions of this article
and subsidies effected through govern-
mental purchases of domestic products.

9. The contracting parties recognize
that internal maximum price control
measures, even though conforming to
the other provisions of this article, can
have effects prejudicial to the interests
of contracting parties supplying im-
ported products. Accordingly, con-
tracting parties applying such measures
shall take account of the interests of
exporting contracting parties with a
view to avoiding to the fullest prac-
ticable extent such prejudicial effects.

10. The provisions of this article shall
not prevent any contracting party from
establishing or maintaining internal
quantitative regulations relating to ex-
posed cinematograph films and meeting
the requirements of article IV.

AD ARTICLE IIM

(From Annex I)

Any internal tax or other internal
charge, or any law, regulation or re-
quirement of the kind referred to in par-
agraph 1 which applies to an imported
product and to the like domestic prod-
uct and is collected or enforced in the
case of the Imported product at the time
or point of importation, is nevertheless
to be regarded as an internal tax or
other internal charge, or a law, regu-
lation or requirement of the kind re-
ferred to in paragraph 1, and is accord-
ingly subject to the provisions of article
III.

Paragraph 1
The application of paragraph 1 to In-

ternal taxes imposed by local govern-
ments and authorities within the terri-
tory of a contracting party is subject to
the provisions of the final paragraph of
article XXIV. The term "reasonable
measures" In the last-mentioned para-
graph would not require, for example,
the repeal of existing national legisla-
tion authorizing local governments to
Impose Internal taxes which, although
technically inconsistent with the letter

ITO CHARTER

poses and not with a view to commercial
resale or with a view to use in the
production of goods for commercial
sale.

(b) The provisions of this Article
shall not prevent the payment of sill)-
sidies exclusively to domestic producers,
including payments to domestic pro-
ducers derived from the proceeds of
internal taxes or charges applied con-
sistently with the provisions of this
Article and subsidies effected through
governmental purchases of domestic
products.

9. The Members recognize that in-
ternal maximum price control meas-
ures, even though conforming to the
other provisions of this Article, can
have effects prejudicial to the interests
of Member countries supplying imported
products. Accordingly, Members ap-
plying such measures shall take ac-
count of the interests of exporting Meni-
ber countries with a view to avoiding
to the fullest practicable extent such
prejudicial effects.

AD ARTICLE 18

(From Annex P)

Any internal tax or other internal
charge, or any law, regulation .or re-
quirement of the kind referred to in
paragraph 1 which applies to an im-
ported product and to the like domestic
product and is collected or enforced in
the case of the imported product at the
time or point of importation, Is neverthe-
less to be regarded as an internal tax or
other internal charge, or a law, regu-
lation or requirement of the kind re-
ferred to in paragraph 1, and is accord-
ingly subject to the provisions of Article

Paragraph 1
The application of paragraph 1 to in-

ternal taxes imposed by local govern-
inents and authorities within the terri-
tory of a Member is subject to the pro-
visions of paragraph 3 of Article 104.
The term "reasonable measures" in the
last-mentioned paragraph would not re-
quire, for example, the repeal of ex-
isting national legislation authorizing
local governments to impose internal
taxes which, although technically in-
consistent with the letter of Article 18,
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of article III are not in fact inconsisten
w%ith its spirit, if such repeal would re
suit in a serious financial hardship foi
the local governments or authorities ,
concerned. With regard to taxation b3
local governments or authorities whici
is inconsistent with both the letter ane
spirit of article III, the term "reason.
able measures" would permit a contract.
ing party to eliminate the inconsistent
taxation gradually over a transition pe-
riod, if abrupt action would create seri-
ous administrative and financial diffi-
culties.

JParagraph 2
A tax conforming to the requirements

of the first sentence of paragraph 2
would be considered to be inconsistent
with the provisions of the second sen-
tence only in cases where competition
was involved between, on the one hand,
the taxed product and on the other hand,
a directly competitive or substitutable
product which was not similarly taxed.

Paragraph 5
Regulations consistent with the provi-

sions of the first sentence of paragraph
5 shall not be considered to be contrary
to the provisions of the second sentence
in any case in which all of the products
subject to the regulations are produced
domestically in substantial quantities.
A regulation cannot be justified as being
consistent with the provisions of the
second sentence on the ground that the
proportion or amount allocated to each
of the products which are the subject of
the regulation constitutes an equitable
relationship between imported and do-
mestic products.

ARTICLE IV. SPECIAL PROVISIONS RELAT-
ING TO CINEMATOGRAPH FILMS

If any contracting party establishes
or maintains internal quantitative regu-
lations relating to exposed cinemato-
graph films, such regulations shall take
the form of screen quotas which shall
conform to the following requirements:

(a) screen quotas may require the
exhibition of cinematograph films of
national origin during a specified mini-
mum proportion of the total screen time
actually utilized, over a specified period
of not less than one year, in the com-
inercial exhibition of all films of what-
ever origin, and shall be computed on
the basis of screen time per theatre per
year or the equivalent thereof ;
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t are not in fact inconsistent with its
- spirit; if such repeal would result in a
r serious financial hardship for the local
s governments or authorities concerned.
r With regard to taxation by local gov-
k ernments or authorities which is incon-
I sistent with both the letter and spirit
- of Article 18, the term "reasonable meas-
- ures" would permit a Member to elim-

inate the inconsistent taxation gradually
over a transition period, if abrupt ac-

- tion would create serious administra-
- tive and financial difficulties.

Paragraph 2
A tax conforming to the requirements

of the first sentence of paragraph 2
would be considered to be inconsistent
with the provisions of the second sen-
tence only in cases where competition
was involved between, on the one hand,
the taxed product and on the other hand,
a directly competitive or substitutable
product which was not similarly taxed.
Paragraph 5

Regulations consistent with the provi-
sions of the first sentence of paragraph
5 shall not be considered to be contrary
to the provisions of the second sentence
in any case in which all of the products
subject to the regulations are produced
domestically in substantial quantities.
A regulation cannot be justified as being
consistent with the provisions of the
second sentence on the ground that the
proportion or amount allocated to each
of the products which are the subject
of the regulation constitutes an equi-
table relationship between imported and
domestic products.

ARTICLE 19. SPECIAL PROVISIONS RELAT-
ING TO CINEMATOGRAPH FILMS

The provisions of Article 18 shall not
prevent any Member from establishing
or maintaining internal quantitative
regulations relating to exposed cinema-
tograph films. Any such regulations
shall take the form of screen quotas
which shall conform to the following
conditions and requirements:

(a) Screen quotas may require the
exhibition of cinematograph films of
national origin during a specified mini-
mum proportion of the total screen time
actually utilized over a specified period
of not less than one year, in the com-
mercial exhibition of all films of what-
ever origin, and shall be computed on
the basis of screen time per theatre per
year or the equivalent thereof.
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(b) with the exception of screen time
reserved for films of national origin
under a screen quota, screen time in-
cluding that released by administrative
action from screen time reserved for
films of national origin, shall not be al-
located formally or in effect among
sources of supply;

(o) notwithstanding the provisions
of sub-paragraph (b) of this Article,
any contracting party may maintain
screen quotas conforming to the re-
quirements of subparagraph (a) of this
Article which reserve a minimum pro-
portion of screen time for films of a
specified origin other than that of the
contracting party imposing such screen
quotas: Provided that no such mini-
mum proportion of screen time shall be
increased above the level in effect on
April 10, 1947;

(d) screen quotas shall be subject to
negotiation for their limitation, liber-
alization or elimination.

ARTICLE V. FREEDOM OF TRANSIT

1. Goods (including baggage), and
also vessels and other means of trans-
port, shall be deemed to be in transit
across the territory of a contracting
party when the passage across such ter-
ritory, with or without trans-shipment,
warehousing, breaking bulk, or change
in the mode of transport, is only a por-
tion of a complete journey beginning
and terminating beyond the frontier of
the contracting party across whose ter-
ritory the traffic passes. Traffic of this
nature is termed in this Article "traffic
in transit".

2. There shall be freedom of transit
through the territory of each contract-
ing party, via the routes most conven-
lent for international transit, for traffic
in transit to or from the territory of
other contracting parties. No distinc-
tion shall be made which is based on the
flag of vessels, the place of origin, de-
parture, entry, exit or destination, or
on any circumstances relating to the
ownership of goods, of vessels or of
other means of transport.

3. Any contracting party may require
that traffic in transit through its terri-
tory be entered at the proper custom
house, but, except in cases of failure to
comply with applicable customs laws
and regulations, such traffic coming
from or going to the territory of other
contracting parties shall not be subject
to any unnecessary delays or restric-
tions and shall be exempt from customs
duties and from all transit duties or

ITO CHAPTER

(b) With the except of screen time
reserved for films of national origin
under a screen quota, screen time, in.
eluding screen time released by admin.
Istrative action from time reserved for
films of national origin, shall not be al-
located formally or In effect among
sources of supply.

(c) Notwithstanding the provisions
of subparagraph (b) any Member may
maintain screen quotas conforming to
the requirements of sub-paragraph (a)
which reserve a minimum proportion
of screen time for films of a specified
origin other than that of the Member
imposing such screen quotas; Provided
that such minimum proportion of screen
time shall not be increased above the
level in effect on April 10, 1947.

(d) Screen quotas shall be subject to
negotiation and shall accordingly be
treated as customs duties for the pur-
poses of Article 17.

ARTICLE 33. FREEDOM OF TRANSIT

1. Goods (including baggage), and
also vessels and other means of trans-
port, shall be deemed to be in transit
across the territory of a Member coun-
try, when the passage across such terri-
tory, with or without trans-shipment.
warehousing, breaking bulk or change
in the mode of transport, Is only a por-
tion of a complete journey beginning
and terminating beyond the frontier of
the Member country across whose terri-
tory the traffic passes. Traffic of this
nature is termed in this Article "traffic
In transit".

2. There shall be freedom of transit
through each Member country, via the
routes most convenient for international I
transit, for traffic in transit to or from
other Member countries. No distine-
tion shall be made which is based on the
flag of vessels, the place of origin, de-
parture, entry, exit or destination, o'
on any circumstances relating to the
ownership of goods, of vessels or of
other means of transport.

3. Any Member may require that traf-
fic in transit through its territory be
entered at the proper custom house, but.
except in cases of failure to comply with
applicable customs laws and regula-
tions, such traffic coming from or going
to other Member countries shall not be
subject to any unnecessary delays or re-
strictions and shall be exempt from
customs duties and from all transit du-
ties or other charges imposed in respect
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other charges imposed in respect of
transit, except charges for transporta-
tion or those commensurate with admin-
itrative expenses entailed by transit or
with the cost of services rendered.

4. All charges and regulations im-
posed by contracting parties on traffic
in transit to or from the territories of
other contracting parties shall be rea-
sonable, having regard to the conditions
of the traffic.

5. With respect to all charges, regu-
lations and formalities in connection
with transit, each contracting party
shall accord to traffic in transit to or
from the territory of any other con-
tracting party treatment no less favour-
able than the treatment accorded to
traffic in transit to or from any third
country.

6. Each contracting party shall ac-
(ord to products which have been in
transit through the territory of any
other contracting party treatment no
less favourable than that which would
have been accorded to such products
had they been transported from their
place of origin to their destination with-
out going through the territory of such
other contracting party. Any contract-
ing party shall, however, be free to
maintain Its requirements of direct con-
signment existing on the date of this
Agreement, In respect of any goods in
regard to which such direct consignment
is a requisite condition of eligibility for
entry of the goods at preferential rates
of duty or has relation to the contract-
ing party's prescribed method of valu-
ation for duty purposes.

7. The provisions of this Article shall
not apply to the operation of aircraft In
transit, but shall apply to air transit of
goods (including baggage).

ITO CARR

of transit, except charges commensurate
with administrative expenses entailed
by transit or with the cost of services
rendered.

4. All charges and regulations im-
posed by Members on traffic in transit
to or from other Member countries shall
be reasonable, having regard to the con-
ditions of the traffic.

5. With respect to all charges, regula-
tions and formalities in connection with
transit, each Member shall accord to
traffic in transit to or from any other
Member country treatment no less fa-
vourable than the treatment accorded
to traffic in transit to or from any third
country.

6. The Organization may undertake
studies, make recommendations and
promote international agreement relat-
ing to the simplification of customs reg-
ulations concerning traffic in transit,
the equitable use of facilities required
for such transit and other measures de-
signed to promote the objectives of this
Article. Members shall co-operate with
each other directly and through the Or-
ganization to this end.

7. Each Member shall accord to goods
which have been in transit through any
other Member country treatment no less
favourable than that which would have
been accorded to such goods had they
been transported from their place of
origin to their destination without going
through such other Member country.
Any Member shall, however, be free to
maintain Its requirements of direct con-
s'gnment existing on the date of this
Charter, in respect of any goods in re-
gard to which such direct consignment
Is a requisite condition of eligibility for
entry of the goods at preferential rates
of duty or has relation to the Member's
prescribed method of valuation for cus-
toms purposes.

8. The provisions of this Article shall
not apply to the operation of aircraft in
transit, but shall apply to air transit of
zoods (including baggage).

86697-49-pt. 1-6
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AD ARTICLE V

(From annex I)

Paragraph 5
With regard to transportation

charges, the principle laid down in para-
graph 5 refers to like products being
transported on the same route under
like conditions.

ITO CHARTER

AD ARTICLE 33

(From annex P)

Paragraph 1
The assembly of vehicles and mobile

machinery arriving In a knocked-down
condition or the disassembly (or dis-
assembly and subsequent reassembly)
of bulky articles shall not be held to
render the passage of such goods out-
side the scope of "traffic in transit",
provided that any such operation is un-
dertaken solely for convenience of
transport.

Paragraph 3, 4 and 5
The word "charges" as used in the

English text of paragraphs 3, 4 and 5
shall not be deemed to include transpor-
tation charges.

Paragraph 6
If. as a result of negotiations in ac-

cordance with paragraph 6, a Member
grants to a country which has no di-
rect access to the sea more ample facili-
ties than those already provided for in
other paragraphs of Article 33, such
special facilities may be limited to the
land-locked country concerned unless
the Organization finds, on the complaint
of any other Member, that the with-
holding of the special facilities from the
complaining Member contravenes the
most-favoured-nation provisions of this
Charter.

ARTICLE VI-ANTI-DUMPING AND COUNTER- ARTICLE 34. ANTI-DUMPING AND COUNTER-
VAILING DUTIES VAILING DUTIES

1. The contracting parties recognize
that dumping, by which products of one
country are introduced Into the com-
merce of another country at less than
the normal value of the products, is to
be condemned if it causes or threatens
material injury to an established indus-
try in the territory of a contracting
party or materially retards the estab-
lishment of a domestic industry. For
the purposes of this article, a product
is to be considered as being introduced
into the commerce of an Importing coun-
try at less than its normal value, if the
price of the product exported from one
country to another

(a) Is less than the comparable price,
in the ordinary course of trade, for the
like product when destined for consump-
tion In the exporting country, or,

(b) In the absence of such domestic
price, is less than either

1. The Members recognize that dump-
ing, by which products of one country
are introduced into the commerce of
another country at less than the nor-
mal value of the products, is to be con-
demned if it causes or threatens mate-
rial injury to an established industry
in a Member country or materially re-
tards the establishment of a domestic
industry. For the purposes of this
Article, a product is to be considered as
being introduced into the commerce of
an importing country at less than its
normal value, if the price of the product
exported from one country to another

(a) is less than the comparable price,
in the ordinary course of trade, for the
like product when destined for con-
sumption in the exporting country, or

(b) in the absence of such domestic
price, is less than either
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(i) The highest comparable price
for the like product for export to
any third country in the ordinary
course of trade, or

(ii) The cost of production of
the product in the country of origin
plus a reasonable addition for sell-
ing cost and profit.

Due allowance shall be made in each
case for differences in conditions and
terms of sale, for differences in taxa-
tion, and for other differences affecting
price comparability.

2. In order to offset or prevent dump-
ing, a contracting party may levy on
any dumped product an anti-dumping
duty not greater in amount than the
margin of dumping in respect of such
product. For the purposes of this arti-
cle, the margin of dumping is the price
difference determined in accordance
with the provisions of paragraph 1.

3. No countervailing duty shall be
levied on any product of the territory of
any contracting party imported into the
territory of another contracting party in
excess of an amount equal to the esti-
mated bounty or subsidy determined to
have been granted, directly or indirect-
ly, on the manufacture, production or
export of such product in the country
of origin or exportation, including any
special subsidy to the transportation
of a particular product. The term
"countervailing duty" shall be under-
stood to mean a special duty levied for
the purpose of offsetting any bounty or
subsidy bestowed, directly or indirect-
ly, upon the manufacture, production or
export of any merchandise.

4. No product of the territory of any
contracting party imported Into the ter-
ritory of any other contracting party
shall be subject to anti-dumping or
countervailing duty by reason of the
exemption of such product from duties
or taxes borne by the like product when
destined for consumption in the coun-
try of origin or exportation, or by rea-
son of the refund of such duties or taxes.

5. No product of the territory of any
contracting party imported into the ter-
ritory of any other contracting party
shall be subject to both anti-dumping
and countervailing duties to compensate
for the same situation of dumping or ex-
port subsidization.

6. No contracting party shall levy any
anti-dumping or countervailing duty on
the importation of any product of the
territory of another contracting party
unless it determines that the effect of
the dumping or subsidization, as the
case may be, is such as to cause or
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(i) the highest comparable price
for the like product for export to
any third country in the ordinary
course of trade, or

(ii) the cost of production of the
product in the country of origin
plus a reasonable addition for sell-
ing cost and profit.

Due allowance shall be made in each
case for differences in conditions and
terms of sale, for differences in taxa-
tion, and for other differences affecting
price comparability.

2. In order to offset or prevent dump-
ing, a Member may levy on any dumped
product an antidumping duty not
greater in amount than the margin of
dumping in respect of such product.
For the purposes of this Article, the
margin of dumping is the price differ-
ence determined in accordance with the
provisions of paragraph 1.

3. No countervailing duty shall be
levied on any product of any Member
country imported into another Member
country in excess of an amount equal
to the estimated bounty or subsidy de-
termined to have been granted, directly
or indirectly, on the manufacture, pro-
duction or export of such product in
the country of origin or exportation, in-
cluding any special subsidy to the trans-
portation of a particular product. The
term "countervailing duty" shall be un-
derstood to mean a special duty levied
for the purpose of offsetting any bounty
or subsidy bestowed, directly or indi-
rectly, upon the manufacture, produc-
tion or export of any merchandise.

4. No product of any Member country
imported into any other Member coun-
try shall be subject to anti-dumping or
countervailing duty by reason of the
exemption of such product from duties
or taxes borne by the like product when
destined for consumption in the country
of origin or exportation, or by reason of
the refund of such duties or taxes.

5. No product of any Member country
imported into any other Member coun-
try shall be subject to both anti-dumping
and countervailing duties to compensate
for the same situation of dumping or
export subsidization.

6. No Member shall levy any anti-
dumping or countervailing duty on the
importation of any product of another
Member country unless it determines
that the effect of the dumping or subsi-
dization, as the case may be, is such as
to cause or threaten material injury to
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threaten material injury to an estab-
lished domestic industry, or is such as
to retard materially the establishment
of a domestic industry. The Contract-
ing Parties may waive the requirements
of this paragraph so as to permit a con-
tracting party to levy an anti-dumping
or countervailing duty on the importa-
tion of any product for the purpose of
offsetting dumping or subsidization
which causes or threatens material in-
jury to an industry in the territory of
another contracting party exporting the
product concerned to the territory of
the importing contracting party.

7. A system for the stabilization of
the domestic price or of the return to
domestic producers of a primary com-
modity, independently of the move-
nients of export prices, which results at
times in the sale of the commodity for
export at a price lower than the com-
parable price charged for the like com-
modity to buyers in the domestic mar-
ket, shall be presumed not to result in
material injury within the meaning of
paragraph 6 if it is determined by con-
sultation among the contracting parties
substantially interested in the commod-
ity concerned that:

(a) The system has also resulted in
the sale of the commodity for export at
a price higher than the comparable price
charged for the like commodity to buy-
ers in the domestic market, and

(b) The system is so operated, either
because of the effective regulation of
production, or otherwise, as not to stim-
ulate exports unduly or otherwise seri-
ously prejudice the interests of other
contracting parties.

AD ARTICLE VI

(From Annex I)

Paragraph 1
Hidden dumping by associated houses

(that is, the sale by an importer at a
price below that corresponding to the
price invoiced by an exporter with
whom the importer is associated, and
also below the price in the exporting
dumping with respect to which the mar-
gin of dumping may be calculated on
the basis of the price at which the goods
are resold by the importer.

Paragraphs 2 and 3
Note 1.-As in many other cases in

customs administration, a contracting
party may require reasonable security
country) constitutes a form of price
(bond or cash deposit) for the payment

ITO CHARE

an established domestic industry, or is
such as to retard materially the estab-
lishment of a domestic industry. The
Organization may waive the require-
ments of this paragraph so as to permit
a Member to levy an anti-dumping or
countervailing duty on the importation
of any product for the purpose of off-
setting dumping or subsidization which
causes or threatens material injury to
an industry in another Member country
exporting the product concerned to the
importing Member country.

7. A system for the stabilization of
the domestic price or of the return to
domestic producers of a primary com-
modity, independently of the movements
of export prices, which results at times
in the sale of the commodity for ex-
port at a price lower than the compara-
ble price charged for the like commod-
ity to buyers in the domestic market,
shall be presumed not to result in mate-
rial injury within the meaning of para-
graph 6 if it is determined by consulta-
tion among the Members substantially
interested in the commodity concerned
that:

(a) the system has also resulted in
the sale of the commodity for export
at a price higher than the comparable
price charged for the like commodity to,
buyers in the domestic market, and

(b) the system is so operated, either
because of the effective regulation of
production, or otherwise, as not to stim-
ulate exports unduly or otherwise seri-
ously prejudice the interests of other
Members.

AD ARTICLE 34

(From Annex P)

Paragraph 1
Hidden dumping by associated houses

(that is, the sale by an importer at a
price below that corresponding to the
price invoiced by an exporter with
whom the importer is associated, and
also below the price In the exporting
country) constitutes a form of price
dumping with respect to which the mar-
gin of dumping may be calculated on the
basis of the price at which the goods are
resold by the importer.

Paragraphs 2 and 3
Note 1.--As in many other cases in

customs administration, a Member may
require reasonable security (bond or
cash deposit) for the payment of anti-



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARIFFS AND

of anti-dumping or countervailing duty
pending final determination of the facts
in any case of suspected dumping or
snubsidization.

Notr 2.-Multiple currency practices
v.an in certain circumstances constitute
1 subsidy to exports which may be met
liy. countervailing duties under para-
graph 3 or can constitute a form of
dumping by means of a partial depreci-
ation of a country's currency which may
be met by action under paragraph 2.
By *'multiple currency practices" is
inkant practices by Governments or
sanctioned by Governments.

&RTICLE VII. VALUATION FOR CUSTOMS

PURPOSES

1. The contracting parties recognize
the validity of the general principles of
valuation set forth in the following
paragraphs of this Article, and they
undertake to give effect to such prin-
ciples, in respect of all products subject
to duties or other charges or restrictions
on importation and exportation based
upon or regulated in any manner by
value, at the earliest practicable date.
Moreover, they shall, upon a request by
another contracting party, review the
operation of any of their laws or regula-
tions relating to value for customs pur-
poses in the light of these principles.
The CONTRACTING PARTIES may request
from contracting parties reports on
steps taken by them in pursuance of the
provisions of this Article.

2. (a) The value for customs pur-
ioses of imported merchandise should
be based on the actual value of the im-
1x)rted merchandise on which duty is
assessed, or of like merchandise, and
s hould not be based on the value of mer-
chandise of national origin or on arbi-
trary or fictitious values.

(b) "Actual value" should be the
price at which, at a time and place de-
termined by the legislation of the coun-
try of importation, and in the ordinary
course of trade, such or like merchan-
dise is sold or offered for sale under
fully competitive conditions. To the
extent to which the price of such or like
merchandise is governed by the quantity
in a particular transaction, the price to
be considered should uniformly be re-
lated to either (i) comparable quan-
tities, or (ii) quantities not less favour-
able to importers than those in which
the greater volume of the merchandise
is sold in the trade between the coun-
tries of exportation and Importation.

(e) When the actual value is not as-
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dumping or countervailing duty pend-
ing final determination of the facts in
any case of suspected dumping or
subsidization.

Note 2.-Multiple currency practices
can in certain circumstances constitute
a subsidy to exports which may be met
by countervailing duties under para-
graph 3 or call constitute a form of
dumping by means of a partial depreci-
qtion of a country's currency which may
be met by action under paragraph 2.
By "multiple currency practices" is
meant practices by governments or sanc-
tioned by governments.

ARTICLE 35 VALUATION FOR CUSTOMS

PURPOSES

1. The Members shall work toward
the standardization, as far as prac-
ticable, of definitions of value and of
procedures for determining the value of
products subject to customs duties or
other charges or restrictions based
upon or regulated in any manner by
value. With a view to furthering
co-operation to this end, the Organiza-
tion may study and recommend to Mem-
bers such bases and methods for deter-
mining value for customs purposes as
would appear best suited to the needs
of commerce and most capable of gen-
eral adoption.

2. The Members recognize the valid-
ity of the general principles of valua-
tion set forth in paragraphs 3, 4, and
5, and they undertake to give effect, at
the earliest practicable date, to these
principles in respect of all products sub-
ject to duties or other charges or re-
strictions on importation based upon or
regulated in any manner by value.
Moreover, they shall, upon a request by
another Member directly affected, re-
view in the light of these principles the
operation of any of their laws or regula-
tions relating to value for customs pur-
poses. The Organization may request
from Members reports on steps taken
by them in pursuance of the provisions
of this Article.
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certainable in accordance with sub-
paragraph (b) of this paragraph, the
value for customs purposes should be
based on the nearest ascertainable
equivalent of such value.

3. The value for customs purposes of
any imported product should not include
the amount of any internal tax, ap-
plicable within the country of origin
or export, from which the imported
product has been exempted or has been
or will be relieved by means of refund.

4. (a) Except as otherwise provided
for in this paragraph, where it is nec-
essary for the purposes of paragraph 2
of this Article for a contracting party to
convert into its own currency a price
expressed in the currency of another
country, the conversion rate of exchange
to be used shall be based on the par
values of the currencies involved as es-
tablished pursuant to the Articles of
Agreement of the International Mone-
tary Fund or by special exchange agree-
ments entered into pursuant to Article
XV of this Agreement.

5. The bases and methods for deter-
mining the value of products subject to
duties or other charges or restrictions
based upon or regulated in any manner
by value should be stable and should be
given sufficient publicity to enable trad-
ers to estimate, with a reasonable degree
of certainty, the value for customs
purposes.

ITO CHARTER

3. (a) The value for customs pur-
poses of imported merchandise should
be based on the actual value of the im-
ported merchandise on which duty is
assessed, or of like merchandise, and
should not be based on the value of
merchandise of national origin or on
arbitrary or fictitious values.

(b) "Actual value" should be the
price at which, at a time and place de-
termined by the legislation of the coun-
try of importation, and in the ordinary
course of trade, such or like merchan-
dise is sold or offered for sale under
fully competitive conditions. To the
extent to which the price of such or like
merchandise is governed by the quan-
tity in a particular transaction, the
price to be considered should uniformly
be related to either (i) comparable
quantities, or (ii) quantities not less
favourable to importers than those in
which the greater volume of the mer-
chandise is sold in the trade between
the countries of exportation and im-
portation.

(c) When the actual value is not as-
certainable in accordance with sub-
paragraph (b), the value for customs
purposes should be based on the nearest
ascertainable equivalent of such value.

4. The value for customs purposes of
any imported product should not in-
clude the amount of any internal tax,
applicable within the country of origin
or export, from which the imported
product has been exempted or has been
or will be relieved by means of refund.

5. (a) Except as otherwise provided
in this paragraph, where It Is necessary
for the purposes of paragraph 3 for a
Member to convert into its own currency
a price expressed in the currency of an-
other country, the conversion rate of
exchange to be used shall be based on
the par values of the currencies in-
volved, as established pursuant to the
Articles of Agreement of the Interna-
tional Monetary Fund or by special ex-
change agreements entered into pursu-
ant to Article 24 of this Charter.
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(b) Where no such par value has been
established, the conversion rate shall re-
flect effectively the current value of
such currency in commercial transac-
tions.

(c) The CONTRACTING PARTIES, in
agreement with the International Mone-
tary Fund, shall formulate rules gov-
erning the conversion by contracting
parties of any foreign currency in re-
spect of which multiple rates of ex-
change are maintained consistently with
the Articles of Agreement of the Inter-
national Monetary Fund. Any contract-
ing party may apply such rules in re-
spect of such foreign currencies for the
purposes of paragraph 2 of this Article
as an alternative to the use of par
values. Until such rules are adopted
by the CONTRACTING PARTIES, any con-
tiacting party may employ, in respect
of any such foreign currency, rules of
conversion for the purposes of para-
graph 2 of this Article which are de-
signed to reflect effectively the value of
such foreign currency in commercial
transactions.

(d) Nothing in this paragraph shall
be construed to require any contracting
party to alter the method of converting
currencies for customs purposes which
is applicable in its territory on the date
of this Agreement, if such alteration
would have the effect of increasing gen-
erally the amounts of duty payable.

AD ARTICLE VII

(From Annex I)

Paragraph 1
Consideration was given to the desir-

ability of replacing the words "at the
earliest practicable date" by a definite
date or, alternatively, by a provision for
a specified limited period to be fixed
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(b) Where no such par value has
been established, the conversion rate
shall reflect effectively the current value
of such currency in commercial trans-
actions.

(c) The Organization, in agreement
with the International Monetary Fund,
shall formulate rules governing the con-
version by Members of any foreign cur-
rency in respect of which multiple rates
of exchange are maintained consistently
with the Articles of Agreement of the
International Monetary Fund. Any
Member may apply such rules in respect
of such foreign currencies for the pur-
poses of paragraph 3 of this Article as
an alternative to the use of par values.
Until such rules are adopted by the Or-
ganization, any Member may employ, in
respect of any such foreign currency,
rules of conversion for the purposes of
paragraph 3 of this Article which are
designed to reflect effectively the value
of such foreign currency in commercial
transactions.

6. Nothing in this Article shall be con-
strued to require any Member to alter
the method of converting currencies for
customs purposes which is applicable in
its territory on the date of this Charter,
if such alteration would have the effect
of increasing generally the amounts of
duty payable.

7. The bases and methods for deter-
mining the value of products subject to
duties or other charges or restrictions
based on or regulated in any manner by
value should be stable and should be
given sufficient publicity to enable
traders to estimate, with a reasonable
degree of certainty, the value for cus-
toms purposes.

AD ARTICLE 35

(From Annex P)

Paragraph 3
Note I.-It would be in conformity

with Article 35 to presume that "actual
value" may be represented by the in-
voice price (or in the case of govern-
ment contracts in respect of primary

79

.of.)

3-1m

mr



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARIFFS AND
TRADE

later. It was appreciated that it would
not be possible for all contracting par-
ties to give effect to these principles by
a fixed time, but it was nevertheless un-
derstood that a majority of the contract-
ing parties would give effect to them at
the time the Agreement enters into
force.

Paragraph 2
It would be in conformity with Article

VII to presume that "actual value" may
be represented by the invoice price, plus
any non-included charges for legitimate
costs which are proper elements of
"actual value" and plus any abnormal
discount or other reduction from the
ordinary competitive price.

It would be in conformity with Article
VII, paragraph 2 (b), for a contracting
party to construe the phrase "in the
ordinary course of trade," read in con-
Junction with "under fully competitive
conditions," as excluding any transac-
tion wherein the buyer and seller are
not independent of each other and price
is not the sole consideration.

The prescribed standard of "fully
competitive conditions" permits con-
tracting parties to exclude from con-
sideration distributors' prices which in-
volve special discounts limited to exclu-
sive agents.

The wording of sub-paragraphs (a)
and (b) permits a contracting party to
assess duty uniformly either (1) on the
basis of a particular exporter's prices
of the imported merchandise, or (2) on
the basis of the general price level of
like merchandise.
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products, the contract price), plus any
non-included charges for legitimate
costs which are proper elements of "ac-
tual value" and plus any abnormal dis-
count, or any reduction from the ordi-
nary competitive price.

Note 2.-If on the date of this Char-
ter a Member has In force a system un-
der which ad valorem duties are levied
on the basis of fixed values, the provi-
sions of paragraph 3 of Article 35 shall
not apply :

1. in the case of values not subject to
periodical revision in regard to a par-
ticular product, as long as the value
established for that product remains
unchanged;

2. In the case of values subject to pe-
riodical revision, on condition that the
revision is based on the average "actual
value" established by reference to an
immediately preceding period of not
more than twelve months and that such
revision is made at any time at the re-
quest of the parties concerned or of
Members. The revision shall apply to
the importation or importations in re-
spect of which the specific request for
revision was made, and the revised
value so establinshed shall remain in
force pending further revision.

Note 3.-It would be in conformity
with paragraph 3 (b) for a Member to
construe the phrase "in the ordinary
course of trade", read in conjunction
with "under fully competitive condi-
tions," as excluding any transaction
wherein the buyer and seller are not
independent of each other and price, is
not the sole consideration.

Note 1.-The prescribed standard of
"fully competitive conditions" permits
Members to exclude from consideration
distributors' prices which involve spec-
ial discounts limited to exclusive agents.

Note 5.-The wording of sub-para-
graphs (a) and (b) permits a Member
to assess duty uniformly either (1) on
the basis of a particular exporters
prices of the imported merchandise, or
(2) on the basis of the general price
level of like merchandise.

Paragraph 5
If compliance with the provisions o

paragraph 5 would result in'decreases in
amounts of duty payable on proaucts
with respect to which the rates of duty
have been bound by an international
agreement, the term "at the earliest
practicable date" In paragraph 2 allows
the Member concerned a reasoname
time to obtain adjustment of the agree-
ment.
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.kRTICLE VIII. FORMALITIES CONNECTED
WITH IMPORTATION AND EXPORTATION

1. The contracting parties recognize
that fees and charges, other than du-
ties, imposed by governmental authori-
ties on or in connection with importation
or exportation, should be limited in
amount to the approximate cost of serv-
ices rendered and should not represent
-in indirect protection to domestic prod-
ucts or a taxation of imports or exports
for fiscal purposes. The contracting
parties also recognize the need for re-
(lucing the number and diversity of such
fees and charges, for minimizing the
incidence and complexity of import and
export formalities, and for decreasing
aiid simplifying import and export docu-
niientation requirements.

2. The contracting parties shall take
action in accordance with the principles
a d objectives of paragraph 1 of this
Article at the earliest practicable date.
Moreover, they shall, upon request, by
another contracting party, review the
operation of any of their laws and regu-
lations in the light of these principles.

3. No contracting party shall impose
stubstantial penalties for minor breaches
of customs regulations or procedural re-
quirements. In particular, no penalty
in respect of any omission or mistake
in customs documentation which is
easily rectifiable and obviously made
without fraudulent intent or gross neg-
ligence shall be greater than necessary
to serve merely as a warning.

4. The provisions of this Article shall
extend to fees, charges, formalities and
requirements imposed by governmental
authorities in connection with importa-
tion and exportation, including those re-
lating to:

(a) consular transactions, such as
consular invoices and certificates;

(b) quantitative restrictions;
(e) licensing;
(4) exchange control;
(e) statistical services;
() documents, documentation and

certification ;
(g) analysis and inspection; and
(h) quarantine, sanitation and fumi-

gation.
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AWrICLE 36. FORMALITIES CONNECTED
WITH IMPORTATION AND EXPORTATION

1. The Members recognize that all
fees and charges of whatever character
(other than import and export duties
and other than taxes within the purview
of Article 18) imposed by governmental
authorities on or in connection with im-
portation or exportation should be lim-
ited in amount to the approximate cost
of services rendered and should not
represent an indirect protection to do-
mestic products or a taxation of im-
ports or exports for fiscal purposes. The
Members also recognize the need for re-
ducing the number and diversity of such
fees and and charges, for minimizing
the incidence and complexity of import
and export formalities, and for decreas-
ing and simplifying import and export
documentation requirements.

2. The Members shall take action in
accordance with the principles and ob-
jectives of paragraph 1 at the earliest
practicable date. Moreover, they shall,
upon request by another Member di-
rectly affected, review the operation of
any of their laws and regulations in
the light of these principles. The Or-
ganization may request from Members
reports on steps taken by them in pursu-
ance of the provisions of this paragraph.

3. The provisions of paragraphs 1 and
2 shall extend to fees, charges, formali-
ties and requirements imosed by govern-
mental authorities in connection with
importation and exportation, including
those relating to:

(a) consular transactions, such as
those relating to consular invoices and
certificates;

(b) quantitative restrictions;
(r) licensing;
(d) exchange control:
(e) statistical services;
( ) documents, documentation and

certification ;
(.) analysis and inspection; and
(h) quarantine, sanitation and fumi-

gation.
4. The Organization may study and

recommend to Members specific meas-
ures for the simplification and standard-
ization of customs formalities and tech-
niques and for the elimination of un-
necessary customs requirements, includ-
ing those relating to advertising matter
and samples for use only in taking or-
ders for merchandise.

5. No Member shall Impose substan-
tial penalties for minor breaches of
customs regulations or procedural re-
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AD ARTICLE VIII

(From Annex I)

While Article VIII does not cover the
use of multiple rates of exchange as
such, paragraphs 1 and 4 condemn the
use of exchange taxes or fees as a de-
vice for implementing multiple currency
practices; if, however, a contracting
party is using multiple currency ex-
change fees for balance-of-payments
reasons with the approval of the Inter-
national Monetary Fund, the provisions
of paragraph 2 fully safeguard its posi-
tion since that paragraph merely re-
quires that the fees be eliminated at
the earliest practicable date

ARTICLE IX. MARKS OF ORIGIN

1. Each contracting party shall ac-
cord to the products of the territories of
other contracting parties treatment
with regard to marking requirements
no less favourable than the treatment
accorded to like products of any third
country.

2. Whenever it is administratively
practicable to do so, contracting parties
should permit required marks of origin
to be affixed at the time of Importation.

3. The laws and regulations of con-
tracting parties relating to the marking
of imported products shall be such as to
permit compliance without seriously
damaging the products, or materially
reducing their value, or unreasonably in-
creasing their cost.

4. As a general rule no special duty
or penalty should be imposed by any
contracting party for failure to comply

ITO CHARTER

quirements. In particular, no penalty
in respect of any omission or mistake in
customs documentation which is easily
rectifiable and obviously made without
fraudulent intent or gross negligence
shall be greater than necessary to serve
merely as a warning.

6. The Members recognize that tariff
descriptions based on distinctive re-
gional or geographical names should
not be used in such a manner as to dis-
criminate against products of Member
countries. Accordingly, the Members
shall co-operate with each other di-
rectly and through the Organization
with a view to eliminating at the earli-
est practicable date practices which are
inconsistent with this principle.

AD ARTICLE 36

(From Annex P)

Paragraph 3
While Article 36 does not cover the

use of multiple rates of exchange as
sucji, paragraphs 1 and 3 condemn the
use of exchange taxes or fees as a device
for implementing multiple currency
practices; if, however, a Member is
using multiple currency exchange fees
for balance-of-payment reasons not in-
consistently with the Articles of Agree-
ment of the International Monetary
Fund, the provisions of paragraph 2
fully safeguard its position since that
paragraph merely requires that the fees
be eliminated at the Earliest practicable
date.

ARTICLE 37. MARKS OF ORIGIN

1. The Members recognize that, in
adopting and implementing laws and
regulations relating to marks of origin,
the difficulties and inconveniences which
such measures may cause to the com-
merce and industry of exporting coun-
tries should be reduced to a minimum.

2. Each Member shall accord to the
products of each other Member country
treatment with regard to marking re-
quirements no less favourable than the
treatment accorded to like products of
any third country.

3. Whenever it is administratively
practicable to do so, Members should
permit required marks of origin to be
affixed at the time of Importation.

4. The laws and regulations of Mem-
bers relating to the marking of imported
products shall be such as to permit con-
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with marking requirements prior to im-
portation unless corrective marking is
unreasonably delayed or deceptive
marks have been affixed or the required
marking has been intentionally omitted.

5. The contracting parties shall co-
operate with each other with a view to
preventing the use of trade names in
such manner as to misrepresent the
true origin of a product, to the detri-
ment of such distinctive regional or
geographical names of products of the
territory of a contracting ptirty as are
protected by its legislation. Each con-
tracting party shall accord full and
sympathetic consideration to such re-
quests or representations as may be
made by any other contracting party
regarding the application of the under-
taking set forth in the preceding sen-
tence to names of products which have
been communicated to it by the other
contracting party.

ITO CHARTER

pliance without seriously damaging the
products or materially reducing their
value or unreasonably increasing their
cost.

5. The Members agree to work in co-
operation through the Organization to-
wards the early elimination of unneces-
sary marking requirements. The Or-
ganizatoin may study and recommend
to Members measures directed to this
end, including the adoption of sched-
ules of general categories of products,
in respect of which marking require-
ments operate to restrict trade to an
extent disproportionate to any proper
purpose to be served, and which shall
not in any case be required to be marked
to indicate their origin.

6. As a general rule no special duty
or penalty should be imposed by any
Member for failure to comply with
marking requirements prior to importa-
tion unless corrective marking is un-
reasonably delayed or deceptive marks
have been affixed or the required mark-
ing has been intentionally omitted.

7. The Members shall co-operate with
each other directly and through the Or-
ganization with a view to preventing
the use of trade names in such manner
as to misrepresent the true origin of a
product, to the detriment of the distinc-
tive regional or geographical names of
products of a Member country which
are protected by the legislation of such
country. Each Member shall accord
full and sympathetic consideration to
such requests or representations as may
be made by any other Member regard-
ing the application of the undertaking
set forth in the preceding sentence to
names of products which have been
communicated to it by the other Mem-
ber. The Organization may recommend
a conference of interested Members on
this subject.

ARTICLE X. PUBLICATION AND ADMINIS- ARTICLE 38. PUBLICATION AND ADMINIS-
TRATION OF TRADE REGULATIONS TRATION OF TRADE REGULATIONS

1. Laws, regulations, Judicial deci-
sions and administrative rulings of gen-
eral application, made effective by any
contracting party, pertaining to the
classification or the valuation of prod-
ucts for customs purposes, or to rates
of duty, taxes or other charges, or to
requirements, restrictions or prohibi-
tions on imports or exports or on the
transfer of payments therefor, or

1. Laws, regulations, Judicial deci-
sions and administrative rulings of
general application made effective by
any Member, pertaining to the classifi-
cation or the valuation of products for
customs purposes, or to rates of duty,
taxes or other charges, or to require-
ments, restrictions or prohibitions on
imports or exports or on the transfer
of payments therefor, or affecting their
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affecting their sale, distribution, trans-
portation, insurance, warehousing, in-
spection, exhibition, processing, mixing
or other use, shall be published
promptly in such a manner as to enable
governments and traders to become ac-
quainted with them. Agreements af-
fecting international trade policy which
are in force between the government or
a governmental agency of any contract-
ing party and the government or gov-
ernmental agency of any other contract-
ing party shall also be published. The
provisions of this paragraph shall not
require any contracting party to dis-
close confidential information which
would impede law enforcement or other-
wise be contrary to the public interest
or would prejudice the legitimate com-
mercial interests of particular enter-
prises, public or private.

2. No measure of general application
taken by any contracting party effect-
ing an advance in a rate of duty or
other charge on imports under an estab-
lished and uniform practice, or impos-
ing a new or more burdensome require-
ment, restriction or prohibition on im-
ports, or on the transfer of payments
therefor, shall be enforced before such
measure has been officially published.

3. (a) Each contracting party shall
administer in a uniform, impartial and
reasonable manner all its laws, regula-
tions, decisions and rulings of the kind
described in paragraph 1 of this Article.

(b) Each contracting party shall
maintain, or institute as soon as prac-
ticable, judicial, arbitral or administra-
tive tribunals or procedures for the pur-
pose, inter alia, of the prompt review
and correction of administrative action
relating to customs matters. Such tri-
bunals or procedures shall be independ-
ent of the agencies entrusted with ad-
ministrative enforcement and their de-
cisions shall be implemented by, and
shall govern the practice of, such agen-
cies unless an appeal is lodged with a
court or tribunal of superior Jurisdic-
tion within the time prescribed for ap-
peals to be lodged by importers; Pro-
vided that the central administration
of such agency may take steps to obtain
a review of the matter in another pro-
ceeding if there Is good cause to believe
that the decision is inconsistent with
established principles of law or the ac-
tual facts.
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sale, distribution, transportation, insur-
ance, warehousing, inspection, exhiii-
tion. processing, mixing or other use,
shall be published promptly in such a
manner as to enable governments and

traders to become acquainted wit],
them. Agreements affecting interni-
tional trade policy which are in force
between the government or govern-
mental agency of any Member country
and the government or governmental
agency of any other country shall also
be published. Copies of such law,.
regulations, decisions, rulings and
agreements shall be communicated
promptly to the Organization. The
provisions of this paragraph shall nwt
require any Member to divulge confi-
dential information the disclosure of
which would impede law enforcement
or otherwise be contrary to the public
interest or would prejudice the legiti-
mate commercial interests of particular
enterprises, public or private.

2. No measure of general application
taken by any Member effecting in ad-
vance in a rate of duty or other charge
on imports under an established and
uniform practice or imposing a new or
more burdensome requirement, restric-
tion or prohibition on imports, or on
the transfer of payments therefor, shall
be enforced before such measure has
been officially made public.

3. (a) Each Member shall adminis-
ter in a uniform, impartial and reason-
able manner all its laws, regulations.
decisions and rulings of the kind de-
scribed in paragraph 1. Suitable facili-
ties shall be afforded for traders di-
rectly affected by any of those matters
to consult with the appropriate govern-
mental authorities.

(b) Each Member shall maintain, or
institute as soon as practicable, judicial.
arbitral or administrative tribunals or
procedures for the purpose, inter alia,
of the prompt review and correction of
administrative action relating to cus-
toms matters. Such tribunals or pro-
cedures shall be Independent of the
agencies entrusted with administrative
enforcement and their decisions shall
be implemented by, and shall govern
the practice of, such agencies unless an
appeal is lodged with a court or tri-
bunal of superior Jurisdiction within
the time prescribed for appeals to be
lodged by importers; Provided that the
central administration of such agency
may take steps to obtain a review of the

- matter in another proceeding if there is
good cause to believe that the decision
is inconsistent with established prin-
ciples of law or the actual facts.
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(c) The provisions of sub-paragraph
(b) of this paragraph shall not require
the elimination or substitution of pro-
cedures in force in the territory of a
contracting party on the date of this
Agreement which in fact provide for an
ol)jective and impartial review of ad-
winistrative action even though such
procedures are not fully or formally in-
ilependent of the agencies entrusted
%vith administrative enforcement. Any
contracting party employing such pro-
,e dures shall, upon request, furnish the
CONTRACTING PARTIES with full informa-
tion thereon in order that they may de-
termine whether such procedures con-
form to the requirements of this sub-
paragraph.

No comparable article.
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(c) The provisions of sub-paragraph
(b) shall not require the elimination or
substitution of procedures in force in a
Member country on the date of this
Charter which in fact provide for an
objective and impartial review of ad-
ministrative action, even though such
procedures are not fully or formally
independent of the agencies entrusted
with administrative enforcement. Any
Member employing such procedures
shall, upon request, furnish the Organi-
zation with full information thereon in
order that the Organization may deter-
mine whether such procedures conform
to the requirements of this sub-para-
graph.

ARTICLE 39. INFORMATION, STATISTICS
AND TRADE TERMINOLOGY

1. The Members shall communicate to
the Organization, or to such agency as
may be designated for the purpose by
the Organization, as promptly and in
as much detail as is reasonably prac-
ticable:

(a) statistics of their external trade
in goods (imports, exports and, where
applicable, re-exports, transit and
trans-shipment and goods in warehouse
or in bond) ;

(b) statistics of governmental reve-
nue from import and export duties and
other taxes on goods moving in inter-
national trade and, in so far as readily
ascertainable, of subsidy payments af-
fecting such trade.

2. So far as possible, the statistics re-
ferred to in paragraph 1 shall be re-
lated to tariff classifications and shall
be in such form as to reveal the opera-
tion of any restrictions on importation
or exportation which are based on or
regulated in any manner by quantity
or value or amounts of exchange made
available.

3. The Members shall publish reg-
ularly and as promptly as possible the
statistics referred to in paragraph 1.

4. The Members shall give careful
consideration to any recommendations
which the Organization may make to
them with a view to improving the sta-
tistical information furnished under
paragraph 1.

5. The Members shall make available
to the Organization, at its request and
in so far as is reasonably practicable,
such other statistical information as
the Organization may deem necessary
to enable it to fulfil its functions, pro-
vided that such information is not being
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ARTICLE XI. GENERAL ELIMINATION OF
QUANTITATIVE RESTRICTIONS

1. No prohibitions or restrictions
other than duties, taxes or other
charges, whether made effective through
quotas, import or export licenses or
other measures, shall be Instituted or
maintained by any contracting party on
the importation of any product of the
territory of any other contracting party
or on the exportation or sale for export
of any product destined for the territory
of any other contracting party.

2. The provisions of paragraph 1 of
this Article shall not extend to the fol-
lowing:

(a) export prohibitions or restric-
tions temporarily applied to prevent or
relieve critical shortages of foodstuffs
or other products essential to the ex-
porting contracting party;

(b) import and export prohibitions
or restrictions necessary to the applica-
tion of standards or regulations for the
classification, grading or marketing of
commodities in international trade;

ITO CHARTER

furnished to other inter-governmental
organizations from which the Organ.
ization can obtain It.

6. The Organization shall act as a
centre for the collection, exchange and
publication of statistical information of
the kind referred to in paragraph 1.
The Organization, in collaboration with
the Economic and Social Council of the
United Nations, and with any other or-
ganization deemed appropriate, may en-
gage in studies with a view to improv-
ing the methods of collecting, analyzing
and publishing economic statistics and
may promote the international com-
parability of such statistics, including
the possible international adoption of
standard tariff and commodity classi-
fications.

7. The Organization, in co-operation
with the other organizations referred to
in paragraph 6, may also study the ques-
tion of adopting standards, nomencla-
tures, terms and forms to be used in
international trade and in the official
documents and statistics of Members
relating thereto, and may recommend
the general acceptance by Members of
such standards, nomenclatures, terms
and forms.

ARTICLE 20. GENERAL ELIMINATION OF
QUANTITATIVE RESTRICTIONS

1. No prohibitions or restrictions
other than duties, taxes or other
charges, whether made effective through
quotas, import or export licenses or
other measures, shall be instituted or
maintained by any Member on the im-
portation of any product of any other
Member country or on the exportation
or sale for export of any product des-
tined for any other Member country.

2. The provisions of paragraph 1 shall
not extend to the following:

(a) export prohibitions or restric-
tions applied for the period necessary to
prevent or relieve critical shortages of
foodstuffs or other products essential
to the exporting Member country;

(b) import and export prohibitions
or restrictions necessary to the applica-
tion of standards or regulations for the
classification, grading or marketing of
commodities in international trade; if,
in the opinion of the Organization, the
standards or regulations adopted by a
Member under this sub-paragraph have
an unduly restrictive effect on trade,
the Organization may request the Mem-
ber to revise the standards or regula-
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(C) import restrictions on any agri-
cultural or fisheries product, imported
in any form, necessary to the enforce-
iuent of governmental measures which
operate:

(i) to restrict the quantities of
the like domestic product permitted
to be marketed or produced, or, if
there is no substantial domestic
production of the like product, of a
domestic product for which the im-
ported product can be directly sub-
stituted; or

(ii) to remove a temporary sur-
plus of the like domestic product,
or, if there is no substantial do-
mestic production of the like prod-
uct, of a domestic product for which
the imported product can be direct-
ly substituted, by making the sur-
plus available to certain groups of
domestic consumers free of charge
or at prices below the current mar-
ket level; or

(iii) to restrict the quantities
permitted to be produced of any
animal product the production of
which is directly dependent, wholly
or mainly, on the imported com-
modity, if the domestic production
of that commodity is relatively
negligible.

Any contracting party applying re-
strictions on the importation of any
product pursuing to sub-paragraph (c)
of this paragraph shall give public
notice of the total quantity or value of
the product permitted to be imported
during a specified future period and of
any change in such quantity or value.
Moreover, any restrictions applied
under (i) above shall not be such as
will reduce the total of imports relative
to the total of domestic production, as
compared with the proportion which
might reasonably be expected to rule
between the two in the absence of re-
strictions. In determining this propor-
tion, the contracting party shall pay
due regard to the proportion prevailing
during a previous representative period
and to any special factors which may
have affected or may be affecting the
trade in the product concerned.

ITO CHARTER

tions; Provided that it shall not request
the revision of standards internation-
ally agreed pursuant to recommenda-
tions made under paragraph 7 of
Article 39;

(c) import restrictions on any agri-
cultural or fisheries product, imported
in any form, necessary to the enforce-
ment of governmental measures which
operate effectively:

(i) to restrict the quantities of
the like domestic product permitted
to be marketed or produced, or, if
there is no substantial domestic
production of the like product, of a
domestic agricultural or fisheries
product for which the imported
product can be directly substituted;
or

(ii) to remove a temporary sur-
plus of the like domestic product,
or, if there is no substantial do-
mestic production of the like prod-
uct, of a domestic agricultural or
fisheries product for which the im-
ported product can be directly sub-
stituted, by making the surplus
available to certain groups of do-
mestic consumers free of charge or
at prices below the current market
level ; or

(iii) to restrict the quantities
permitted to be produced of any
animal product the production of
which is directly dependent, wholly
or mainly, on the imported com-
modity, if the domestic production
of that commodity is relatively
negligible.
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3. Throughout Articles XI, XII, XIII
and XIV the terms "import restrictions"
or "export restrictions" include restric-
tions made effective through state-trad-
ing operations.

ITO CHWzR

3. With regard to import restrictions
applied under the provisions of para-
graph 2 (c):

(a) such restrictions shall be applied
only so long as the governmental meas-
ures referred to in paragraph 2 (,.)
are in force, and, when applied to the
import of products of which domestic
supplies are available during only a
part of the year, shall not be applied iii
such a way as to prevent their import
in quantities sufficient to satisfy de-
mand for current consumption purposes
during those periods of the year when
like domestic products, or domestic
products for which the imported product
can be directly substituted, are not
available;

(b) any Member intending to intro-
duce restrictions on the importation of
any product shall, in order to avoid un-
necessary damage to the interests of ex-
porting countries, give notice in writing
as far in advance as practicable to the
Organization and to Members having a
substantial interest in supplying that
product, in order to afford such Meni-
bers adequate opportunity for consulta-
tion in accordance with the provisions
of paragraphs 2 (d) and 4 of Article 22,
before the restrictions enter into force.
At the request of the importing Member
concerned, the notification and any ii-
formation disclosed during the consul-
tations shall be kept strictly con-
fidential;

(c) any Member applying such re-
strictions shall give public notice of
the total quantity or value of the prod-
uct permitted to be imported during a
specified future period and of any
change in such quantity or value;

(d) any restrictions applied under
paragraph 2 (c) (I) shall not be such
as will reduce the total of imports rela-
tive to the total of domestic productions,
as compared with the proportion which
might reasonably be expected to rule
between the two in the absence of re-
strictions. In determining this propor-
tion, the Member applying the restric-
tions shall pay due regard to the pro-
portion prevailing during a previous
representative period and to any spe-
cial factors which may have affected or
may be affecting the trade in the prod-
uct concerned.

4. Throughout this Section the terms
"Import restrictions" and "export re-
strictions" include restrictions made ef-
fective through state-trading operations.
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AD ARTICLE XI

(From Annex I)

paragraph 2 (c)
The term "in any form" in this para-

graph covers the same products when in
tin early stage of processing and still
perishable, which compete directly with
the fresh product and if freely imported
would tend to make the restriction on
the fresh product ineffective.

Paragraph 2, last 8ub-paragraph
The term "special factors" Includes

changes in relative productive efficiency
as between domestic and foreign pro-
ducers, or as between different foreign
producers, but not changes artificially
brought about by means not permitted
under the Agreement.

ITO CHARTER

AD ARTICLE 20

(From Annex P)

Paragraph 2 (a)
In the case of products which are

basic to diet In the exporting country
and which are subject to alternate an-
nual shortages and surpluses, the provi-
sions of paragraph 2 (a) do not pre-
clude such export prohibitions or re-
strictions as are necessary to maintain
from year to year domestic stocks suffi-
cient to avoid critical shortages.

Paragraph 2 (c)
The expression "agricultural and

fisheries product, imported in any form"
means the product in the form in which
it is originally sold by its producer and
such processed forms of the product as
are so closely related to the original
product as regards utilization that their
unrestricted importation would make
the restriction on the original product
ineffective.

Paragraph 3 (b)
The provisions for prior consultation

would not prevent a Member which had
given other Members a reasonable pe-
riod of time for such consultation from
introducing the restrictions at the date
intended. It is recognized that, with
regard to import restrictions applied
under paragraph 2 (c) (ii), the period
of advance notice provided would in
some cases necessarily be relatively
short.

Paragraph 3 (d)
The term "special factors" in para-

graph 3 (d) includes among other fac-
tors changes in relative productive effi-
ciency as between domestic and foreign
producers which may have occurred
since the representative period.

ARTICLE XII. RESTRICTIONS TO SAFEGUARD ARTICLE 21. RESTRICTIONS TO SAFEGUARD
THE BALANCE OF. PAYMENTS THE BALANCE OF PAYMENTS

1. Notwithstanding the provisions of
paragraph 1 of Article XI, any con-
tracting party, in order to safeguard its
external financial position and balance
of payments, may restrict the quantity
or value of merchandise permitted to
be imported, subject to the provisions
of the following paragraphs of this
Article.

1. The Members recognize that:
(a) it is primarily the responsibility

of each Member to safeguard its exter-
nal financial position and to achieve and
maintain stable equilibrium in its bal-
ance of payments;

(b) an adverse balance of payments
of one Member country may have im-
portant effects on the trade and balance
of payments of other Member countries,
if it results in, or may lead to, the im-
position by the Member of restrictions
affecting international trade;

(c) the balance of payments of each
Member country is of concern to other

86697-49-pt. 1-7
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2. (a) No contracting party shall in-
stitute, maintain or intensify import re-
strictions under this Article except to
the extent necessary

(i) to forestall the imminent
threat of, or to stop, a serious de-
cline in its monetary reserves, or

(ii) in the case of a contracting
party with very low monetary re-
serves, to achieve a reasonable rate
of increase in its reserves.

Due regard shall be paid in either case
to any special factors which may be
affecting the contracting party's re-
serves or need for reserves, Including,
where special external credits or other
resources are available to it, the need
to provide for the appropriate use of
such credits or resources.

(b) Contracting parties applying re-
strictions under subparagraph (a) of
this paragraph shall progressively relax
them as such conditions Improve, main-
taining them only to the extent that the
conditions specified in that sub-para-
graph still Justify their application.
They shall eliminate the restrictions
when conditions would no longer justify
their institution or maintenance under
that sub-paragraph.

(c) Contracting parties undertake,
in carrying out their domestic policies:

(i) to pay due regard to the need
for restoring equilibrium in their
balance of payments on a sound and
lasting basis and to the desirability
of assuring an economic employ-
ment of productive resources;

ITO CHAzrEB

Members, and therefore It is desirable
hat the Organization should promote
onsultations among Members and,
where possible, agreed action consistent
with this Charter for the purpose of cor-
recting a maladjustment in the balance
of payments; and

(d) action taken to restore stable
equilibrium in the balance of payments
should, so far as the Member or Mem-
bers concerned find possible, employ
methods which expand rather than con-
tract international trade.

2. Notwithstanding the provisions of
paragraph 1 of Article 20, any Member,
in order to safeguard its external finan-
cial position and balance of payments,
may restrict the quantity or value of
merchandise permitted to be imported,
subject to the provisions of the follow-
ing paragraphs of this Article.

3. (a) No Member shall institute,
maintain or intensify import restric-
tions under this Article except to the
extent necessary

(i) to forestall the Imminent
threat of, or to stop, a serious de-
cline in its monetary reserves, or

(ii) in the case of a Member with
very low monetary reserves, to
achieve a reasonable rate of in-
crease in its reserves.

Due regard shall be paid in either case
to any special factors which may be
affecting the Member's reserves or need
for reserves, including, where special
external credits or other resources are
available to it, the need to provide for
the appropriate use of such credits or
resources.

(b) A Member applying restrictions
under sub-paragraph (a) shall pro-
gressively relax and ultimately elimi-
nate them, in accordance with the pro-
visions of that sub-paragraph, as its
external financial position improves.
This provision shall not be interpreted
to mean that a Member is required to
relax or remove such restrictions if that
relaxation or removal would thereupon
produce conditions justifying the in-
tensification or Institution, respectively,
of restrictions under sub-paragrapb
(a).

(c) Members undertake:

(1) not to apply restrictions so
as to prevent unreasonably the im-
portation of any description of
merchandise in minimum cous-
mercial quantities the exclusion of
which would impair regular chan-
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(ii) not to apply restrictions so
as to prevent unreasonably the im-
portation of any description of
goods in minimum commercial
quantities, the exclusion of which
would impair regular channels of
trade, or restrictions which would
prevent the importation of cominer-
cial samples, or prevent compliance
with patent, trademark, copyright,
or similar procedures; and

(iii) to apply restrictions under
this Article in such a way as to
avoid unnecessary damage to the
commercial or economic interests of
any other contracting party.

3. (a) The contracting parties recog-
nize that during the next few years all
Of them will be confronted in varying
degrees with problems of economic ad-
justment resulting from the war.
During this period the CONTRACTING
PARTIES shall, when required to take
decisions under this Article or under
Article XIV, take full account of the dif-
ficulties of post-war adjustment and of
the need which a contracting party may
have to use import restrictions as a
step towards the restoration of equilib-
rium in its balance of payments on a
sound and lasting basis.

(b) The contracting parties recog-
nize that, as a result of domestic policies
directed toward the achievement and
maintenance of full and productive em-
lJloyment and large and steadily grow-
ing demand or toward the reconstruc-
tion or development of industrial and
other economic resources and the rais-
ing of standards of productivity, such
a contracting party may experience a
high level of demand for imports. Ac-
cordingly,

o ITO CHART=

nels of trade, or restrictions which
would prevent the importation of
commercial samples or prevent the
importation of such minimum
quantities of a product as may be
necessary to obtain and maintain
patent, trade mark, copyright or
similar rights under industrial or
intellectual property laws;

(ii) to apply restrictions under
this Article in such a way as to
avoid unnecessary damage to the
commercial or economic interests of
any other Member, including inter-
ests under Articles 3 and 9.

4. (a) The Members recognize that
in the early years of the Organization
all of them will be confronted in vary-
ing degrees with problems of economic
adjustment resulting from the war.
During this period the Organization
shall, when required to take decisions
under this Article or under Article 23,
take full account of the difficulties of
post-war adjustment and of the need
which a Member may have to use im-
port restrictions as a step towards the
restoration of equilibrium in its bal-
ance of payments on a sound and lasting
basis.

(b) The Members recognize that, as
a result of domestic policies directed to-
ward the fulfilment of a Member's ob-
ligations under Article 3 relating to the
achievement and maintenance of full
and productive employment and large
and steadily growing demand, or its
obligations under Article 9 relating to
the reconstruction or development of
Industrial and other economic resources
and to the raising of standards of pro-
ductivity, such a Member may find that
demands for foreign exchange on ac-
count of imports and other current pay-
ments are absorbing the foreign ex-
change resources currently available to
it in such a manner as to exercise pres-
sure on its monetary reserves which
would Justify the institution or mainte-
nance of restrictions under paragraph
3 of this Article. Accordingly,'

.f)
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(i) notwithstanding the provi-
sions of paragraph 2 of this Article,
no contracting party shall be re-
quired to withdraw or modify re-
strictions on the ground that a
change in the policies referred to
above would render unnecessary
the restrictions which it is applying
under this Article;

(ii) any contracting party apply-
ing import restrictions under this
Article may determine the inci-
dence of the restrictions on imports
of different products or classes of
products in such a way as to give
priority to the importation of
those products which are more es-
sential in the light of such policies.

4. (a) Any contracting party which
is not applying restrictions under this
Article, but is considering the need to
do so, shall, before instituting -such re-
strictions (or, in circumstances in
which prior consultation is impracti-
cable, immediately after doing so), con-
sult with the CONTRACTING PARTIES as
to the nature of its balance-of-payments
difficulties, alternative corrective meas-
ures which may be available, and the
possible effect of such measures on the
economies of other contracting parties.
No contracting party shall be required
in the course of consultations under this
sub-paragraph to indicate in advance
the choice or timing of any particular
measures which it may ultimately de-
termine to adopt.

(b) The CONTRACTING PARTIES may
at any time Invite any contracting party
which is applying Import restrictions
under this Article to enter into such
consultations with them, and shall in-
vite any contracting party substantially
intensifying such restrictions to consult
within thirty days. A contracting party
thus invited shall participate in such
discussions. The CONTRACTING PARTIES
may invite any other contracting party
to take part in these discussions. Not
later than January 1, 1951, the CON-
TRACTING PARTIES shall review all re-
strictions existing on that day and still
applied under this Article at the time of
the review.

ITO CHARTER

(i) no Member shall be required
to withdraw or modify restrictions
which it is applying under this Ar-
ticle on the ground that a change
in such policies would render these
restrictions unnecessary;

(ii) any Member applying import
restrictions under this Article ll:v
determine the incidence of the rf'-
strictions on imports of different
products or classes of products iii
such a way as to give priority to the
importation of those products
which are more essential in the
light of such policies.

(c) Members undertake, in carryin-g
out their domestic policies, to pay due
regard to the need for restoring equilib-
rium in their balance of payments on
a sound and lasting basis and to the de-
sirability of assuring an economic em-
ployment of productive resources.

5. (a) Any Member which is not ap-
plying restrictions under this Article,
but is considering the need to do so,
shall, before instituting such restric-
tions (or, in circumstances in which
prior consultation Is Impracticable, imi-
mediately after doing so), consult with
the Organization as to the nature of
its balance-of-payments difficulties, al-
ternative corrective measures which
may be available, and the possible effect
of such measures on the economies of
other Members. No Member shall be
required in the course of consultations
under this sub-paragraph to Indicate in
advance the choice or timing of any
particular measure which it may ulti-
mately determine to adopt.

(b) The Organization may at any
time invite any Member which is apply-
ing import restrictions under this Ar-
ticle to enter into such consultations
with it and shall invite any Member sub-
stantially Intensifying such restrictions
to consult within thirty days. A Mem-
ber thus invited shall participate in the
consultations. The Organization may
invite any other Member to take part il
the consultations. Not later than two
,,ars from the day on which this Char-
ter enters into force, the Organization
shall review all restrictions existing on
that day and still applied under this
Article at the time of the review.
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(() Any contracting party may con-
sult with the CONTRACTING PARTIES with
a view to obtaining their prior approval
for restrictions which the contracting
party proposes, under this Article, to
maintain, intensify or institute, or for
the nmintenance, intensification or in-
s;titution of restrictions under specified
future conditions. As a result of such
consultations, the CONTRACTING PARTIES
ulay approve in advance the mainte-
nance, intensification or institution of
restrictions by the contracting party in
question insofar as the general extent,
degree of intensity and duration of the
restrictions are concerned. To the ex-
tent to which such approval has been
given, the requirements of sub-para-
graph (a) of this paragraph shall be
deemied to have been fulfilled, and the
action of the contracting party apply-
in, the restrictions shall not be open to
challenge under sub-paragraph (d) of
this paragraph on the ground that such
action is inconsistent with the provi-
sions of paragraph 2 of this Article.

(d) Any contracting party which con-
-.i4ders that another contracting party is
applying restrictions under this Article
inconsistently with the provisions of
paragraphs 2or 3 of this Article or with
those of Article XIII (subject to the
provisions of Article XIV) may bring
the matter for discussion to the CON-
TRACTING PARTIES; and the contracting
pa rty applying the restrictions shall
participate in the discussion. The CoN-
TRACTING PARTIES, if they are satisfied
that there is a prima facie case that the
trade of the contracting party initiating
the procedure is adversely affected, shall
submit their views to the parties with
the aim of achieving a settlement of the
'hatter in question which is satisfactory
to the parties and to the CONTRACTING
PARTIES. If no such settlement is
reached and if the CONTRACTING PARTIES
determine that the restrictions are being
applied inconsistently with the provi-
sions of paragraphs 2 or 3 of this Article
or with those of Article XIII (subject
to the provisions of Article XIV), they
shall recommend the withdrawal or
modification of the restrictions. If the
restrictions are not withdrawn or modi-
fied in accordance with the recommen-
dation of the CONTRAcTING PARTIES
Within sixty days, they may release any
contracting party from specified obliga-
tions under this Agreement towards the
eontracting party applying the restric-
tions.

ITO OHAzF

(c) Any Member may consult with
the Organization with a view to obtain-
ing the prior approval of the organiza-
tion for restrictions which the Member
proposes, under this Article, to main-
tain, intensify or institute, or for the
maintenance, intensification of institu-
tion of restrictions under specified fu-
ture conditions. As a result of such
consultations, the Organization may ap-
prove in advance the maintenance, in-
tensification of institution of restrictions
by the Member in question in so far as
the general extent, degree of intensity
and duration of the restrictions are
concerned. To the extent to which such
approval has been given, the require-
inents of sub-paragraph (a) of this
piaragraph shall be deemed to have been
fulfilled, and the action of the Member
applying the restriction shall not be
open to challenge under sub-paragraph
(d) of this paragraph on the ground
that such action is inconsistent with the
provisions of sub-paragraphs (a) and
(b) of paragraph 3.

(d) Any Member which considers
that another Member is applying re-
strictions under this Article inconsis-
tently with the provisions of paragraphs
3 or 4 of this Article or with those of
Article 22 (subject to the provisions of
Article 23) may bring the matter to the
Organization for discussion; and the
Member applying the restrictions shall
participate in the discussion. If, on
the basis of the case presented by the
Member Initiating the procedure, it ap-
pears to the Organization that the trade
of that Member is adversely affected, the
Organization shall submit its views to
the parties with the aim of achieving a
settlement of the matter in question
which is satisfactory to the parties and
to the Organization. If no such settle-
ment is reached and if the Organization
determines that the restrictions are
being applied inconsistently with the
provisions of paragraphs 3 or 4 of this
Article or with those of Article 22 (sub-
ject to the provisions of Article 23), the
Organization shall recommend the with-
drawal or modification of the restric-
tions. If the restrictions are not with-
drawn or modified in accordance with
the recommendation of the Organiza-
tion within sixty days, the Organization
may release any Member from specified
obligations or concessions under or pur-
suant to this Charter towards the Mem-
ber applying the restrictions.
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(e) It is recognized that premature
disclosure of the prospective application,
withdrawal or modification of any re-
striction under this Article might stim-
ulate speculative trade and financial
movements which would tend to defeat
the purposes of this Article. Accord-
ingly, the CONTRACTING PARTIES shall
make provision for the observance of
the utmost secrecy in the conduct of any
consultation.

5. If there is a persistent and wide-
spread application of import restrictions
under this Article, indicating the exist-
ence of a general disequilibrium which
is restricting international trade, the
CONTRACTING PARTIES shall initiate dis-
cussions to consider whether other
measures might be taken, either by those
contracting parties whose balances of
payments are under pressure or by those
whose balances of payments are tending
to be exceptionally favourable, or by
any appropriate inter-governmental or-
ganization, to remove the underlying
causes of the disequilibrium. On the
invitation of the CONTRACTING PARTIES,
contracting parties shall participate in
such discussions.

AD ARTICLE XII

(From Annex I)

Paragraph 3 (b) (i)
The phrase "notwithstanding the pro-

visions of paragraph 2 of this Article"
has been included in the text to make it
quite clear that a contracting party's
import restrictions otherwise "neces-
sary" within the meaning of paragraph
2 (a) shall not be considered unneces-
sary on the ground that a change in
domestic policies as referred to in the
text could improve a contracting party's
monetary reserve position. The phrase
is not intended to suggest that the pro-
visions of paragraph 2 are affected in
any other way.

Consideration was given to the special
problems that might be created for con-
tracting parties which, as a result of
their programmes of full employment,
maintenance of high and rising levels
of demand and economic development,
find themselves faced with a high level
of demand for imports, and in conse-
quence maintain quantitative regula-
tion of their foreign trade. It was con-
sidered that the present text of Article
XII together with the provision for ex-
port controls in certain parts of the
Agreement, e. g. in Article XX, fully
meet the position of these economies.
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(e) In consultations between a Mein.
ber and the Organization under this
paragraph there shall be full and free
discussion as to the various causes and
the nature of the Member's balance-of.
payments difficulties. It is recognized
that premature disclosure of the pro.
spective application, withdrawal or
modification of any restrictions under
this Article might stimulate speculative
trade and financial movements which
would tend to defeat the purposes of
this Article. Accordingly, the Organiza-
tion shall make provision for the ob-
servance of the utmost secrecy in the
conduct of any consultation.

AD ARTICLE 21

(From Annex P)

With regard to the special problems
that might be created for Members
which, as a result of their programmes
of full employment, maintenance of high
and rising levels of demand and eco-
nomic development, find themselves
faced with a high level of demand for
imports, and in consequence maintain
quantitative regulation of their foreign
trade, it was considered that the text of
Article 21, together with the provision
for export controls in certain parts of
this Charter, for example, in Article 45,
fully meet the position of these econo-
mies.
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6. If there is a persistent and wide-
spread application of import restric-
tions under this Article, indicating the
existence of a general disequilibrium
which is restricting international trade,
the Organization shall initiate discus-
sions to consider whether other meas-
ures might be taken, either by those
Members whose balances of payments
are under pressure or by those Members
whose balances of payments are tending
to be exceptionally favourable, or by any
appropriate Intergovernmental organi-
zation. to remove the underlying causes
of the disequilibrium. On the Invita-
tion of the Organization, Members shall
participate in such discussions.

ARTICLE XIII. NON-DISCRIMINATORY AD-
MINISTRATION OF QUANTITATIVE RE-
STRICTIONS

1. No prohibition or restriction shall
be applied by any contracting party on
the importation of any product of the
territory of any other contracting party
or on the exportation of any product
destined for the territory of any other
contracting party, unless the importa-
tion of the like product of all third coun-
tries or the exportation of the like prod-
uct to all third countries is similarly
prohibited or restricted.

2. In applying import restrictions to
any product, contracting parties shall
aim at a distribution of trade in such
product approaching as closely as pos-
sihle to the shares which the various
(ontracting parties might be expected to
obtain in the absence of such restric-
tions, and to this end shall observe the
following provisions:

(a) wherever practicable, quotas rep-
resenting the total amount of permitted
imports (whether allocated among sup-
plying countries or not) shall be fixed,
and notice given of their aniount in
accordance with paragraph 3 (b) of
this Article"

(b) in cases in which quotas are not
practicable, the restrictions may be ap-
plied by means of import licenses or
permits without a quota;

(e) contracting parties shall not, ex-
cept for purposes of operating quotas
allocated in accordance with sub-para-
graph (d) of this paragraph, require
that import licenses or permits be uti-
lized for the importation of the product
concerned from a particular country or
Source:

(d) In cases in which a quota is allo-
cated among supplying countries, the
contracting party applying the restric-
tions may seek agreement with respect

ITO CHARTER

ARTICLE 22. NON-DISCRIMINATORY ADMIN-
ISTRATION OF QUANTITATIVE RESTRIC-
TIONS

1. No prohibition or restriction shall
be applied by any Member on the im-
portation of any product of any other
Member country or on the exportation
of any product destined for any other
Member country, unless the importation
of the like product of all third countries
or the exportation of the like product
to all third countries is similarly pro-
hibited or restricted.

2. In applying import restrictions to
any product, Members shall aim at a
distribution of trade in such product
approaching as closely as possible to
the shares which the various Member
countries might be expected to obtain
in the absence of such restrictions, and
to this end, shall observe the following
provisions:

(a) wherever practicable, quotas rep-
resenting the total amount of permitted
imports (whether allocated among sup-
plying countries or not) shall be fixed,
and notice given of their amount in ac-
cordance with paragraph 3 (b);

(b) in cases in which quotas are not
practicable, the restrictions may be ap-
plied by means of import licenses or
permits without a quota:

(c) Members shall not, except for
purposes of operating quotas allocated
in accordance with sub-paragraph (d)
of this paragraph, require that import
licenses or permits be utilized for the
importation of the product concerned
from a particular country or source;

(d) in cases In which a quota is allo-
cated among supplying countries, the
Member applying the restrictions may
seek agreement with respect to the allo-
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to the allocation of shares in the quota
with all other contracting parties hav-
ing a substantial interest in supplying
the product concerned. In cases in
which this method is not reasonably
practicable, the contracting party con-
cerned shall allot to contracting parties
having a substantial interest in supply-
ing the product shares based upon the
proportions, supplied by such contract-
ing parties during a previous repre-
sentative period, of the total quantity
or value of imports of the product, due
account being taken of any special fac-
tors which may have affected or may be
affecting the trade in the product. No
conditions or formalities shall be im-
posed which would prevent any con-
tracting party from utilizing fully the
share of any such total quantity or
value which has been allotted to it, sub-
Ject to importation being made within
any prescribed period to which' the
quota may relate.

3. (a) In cases in which import li-
censes are issued in connection with im-
port restrictions, the -contracting party
applying the restrictions shall provide,
upon the request of any contracting
party having an interest in the trade
in the product concerned, all relevant
information concerning the administra-
tion of the restrictions, the import
licenses granted over a recent period
and the distribution of such licenses
among supplying countries; Provided
that there shall be no obligation to
supply information as to the names of
importing or supplying enterprises.

(b) In the case of import restrictions
Involving the fixing of quotas, the con-
tracting party applying the restrictions
shall give public notice of the total
quantity or value of the product or
products which will be permitted to be
imported during a specified future pe-
riod and of any change in such quantity
or value. Any supplies of the product
in question which were en route at the
time at which public notice was given
shall not be excluded from entry; Pro-
vided that they may be counted so far
as practicable, against the quantity per-
mitted to be imported in the period in
question, and also, where necessary,
against the quantities permitted to be
imported in the next following period
or periods; and Provided further that if
any contracting party customarily ex-
empts from, such restrictions products
entered for consumption or withdrawn
from warehouse for consumption during
a period of thirty days after the day
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cation of shares in the quota with all
other Members having a substantial in-
terest in supplying the product con-
cerned. In cases in which this method
is not reasonably practicable, the Men,-
ber concerned shall allot to Member
countries having a substantial interest
in supplying the product shares of the
total quantity or value of imports of the
product based upon the proportions sup-
plied by such Member countries during
a previous representative period, due
account being taken of any special fac-
tors which may have affected or may b-
affecting the trade in the product. No
conditions or formalities shall be im-
posed which would prevent any Men-
ber country from utilizing fully the
share of any such total quantity or
value which has been allotted to it, sub-
ject to importation being made within
any prescribed period to which the
quota may relate.

3. (a) In the case of import restri(-
toins involving the granting of import
licenses, the Member applying the re-
strictions shall provide, upon the re-
quest of any Member having an interest
in the trade in the product concerned,
all relevant information concerning the
administration of the restrictions, the
import licences granted over a recent
period and the distribution of such
licenses among supplying countries;
Provided that there shall be no obliga-
tion to supply information as to the
names of importing or supplying enter-
prises.

(b) In the case of import restrictions
involving the fixing of quotas, the Mem-
ber applying the restrictions shall give
public notice of the total quantity or
value of the product or products which
will be permitted to be imported during
a specified future period and of any
change in such quantity or value. Any
supplies of the product in question
which were enroute at the time at which
public notice was given shall not be ex-
cluded from entry; Provided that they
may be counted, so far as practicable,
against the quantity permitted to be
imported in the period in question, and
also, where necessary, against the
quantities permitted to be imported in
the next following period or periods,
and Provided further that If any Mem-
ber customarily exempts from such re-
strictions products entered for con-
sumption or withdrawn from warehouse
for consumption during a period of
thirty days after the day of such public
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of such public notice, such practice shall
be considered full compliance with this
sub-paragraph.

(c) In the case of quotas allocated
among supplying countries, the contract-
ing party applying the restrictions shall
promptly inform all other, contracting
parties having an interest in supplying
the product concerned of the shares in
the quota currently allocated, by quan-
tity or value, to the various supplying
.ountries and shall give public notice
thereof.

4. With regard to restrictions applied
in accordance with paragraph 2 (d) of
this Article or under paragraph 2 (c)
of Article XI, the selection of a repre-
sentative period for any product and the
appraisal of any special factors affect-
ing the trade in the product shall be
made initially by the contracting party
applying the restriction; Provided that
such contracting party shall upon the
request of any other contracting party
having a substantial interest in supply-
ing that product or upon the request
of the CONTRA NG PARTIEs, consult
promptly with the other contracting
party or the CONTRACTING PARTmE re-
garding the need for an adjustment of
the proportion determined or of the base
period selected, or for the reappraisal
of the special factors Involved, or for
the elimination of conditions, formali-
ties or any other provisions established
unilaterally relating to the allocation of
an adequate quota or its unrestricted
utilization.

5. The provisions of this Article shall
apply to any tariff quota instituted or
maintained by any contracting party,
and, insofar as applicable, the principles
of this Article shall also extend to ex-
port restrictions.
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notice, such practice shall be considered
full compliance with this sub-paragraph.

(o) In the case of quotas allocated
among supplying countries, the Member
applying the restrictions shall promptly
inform all other Members having an in-
terest in supplying the product con-
c rned of the shares in the quota cur-
rently allocated, by quantity or value,
to the various supplying countries and
shall give public notice thereof.

(d) If the Organization finds, upon
the request of a Member, that the in-
terests of that Member would be se-
riously prejudiced by giving, in regard
to certain products, the public notice re-
quired under sub-paragraphs (b) and
(c) of this paragraph, by reason of the
fact that a large part of its imports of
such products is supplied by non-Mem-
ber countries, the Organization shall re-
lease the Member from compliance with
the obligations in question to the extent
and for such time as it finds necessary
to prevent such prejudice. Any request
made by a Member pursuant to this
sub-paragraph shall be acted upon
promptly by the Organization.

4. With regard to restrictions applied
in accordance with the provisions of
paragraph 2 (d) of this Article or under
the provisions of paragraph 2 (c) of
Article 20, the selection of a representa-
tive period for any product and the ap-
praisal of any special factors affecting
the trade in the product shall be made
initially by the Member applying the re-
strictions; Provided that such Member
shall, upon the request of any other
Member having a substantial interest in
supplying that product, or upon the re-
quest of the Organization, consult
promptly with the other Member or the
Organization regarding the need for an
adjustment of the proportion deter-
mined or of the base period selected,
or for the re-appraisal of the special
factors Involved, or for the elimination
of conditions, formalities or any other
provisions established unilaterally with
regard to the allocation of an adequate
quota or its unrestricted utilization.

5. The provisions of this Article shall
apply to any tariff quota instituted or
maintained by any Member and, in so
far as applicable, the principles of this
Article shall also extend to export
restrictions.
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AD ARTICLE XII

(From Annex I)

Paragrah 2 (d)
No mention was made of "commercial

considerations" as a rule for the alloca-
tion of quotas because It was considered
that its application by governmental au-
thorities might not always be practica-
ble. Moreover. in cases where it is
practicable, a contracting party could
apply these considerations in the proc-
ess of seeking agreement, consistently
with the general rule laid down in the
opening sentence of paragraph 2.

Paragraph 4
See note relating to "special factors"

in connection with the last sub-para-
graph of paragraph 2 of Article XL

ITO CHARTER

AD ARTICLE 22

(From Annex P)

Paragraph 2 (d) and 4
The term "special factors" as used in

Article 22 includes among other factors
the following changes, as between the
various foreign producers, which may
have occurred since the representative
period:

1. changes in relative productive
efficiency;

2. the existence of new or additional
ability to export, and

3. reduced ability to export.

Paragraph 3
The first sentence of paragraph 3 (b)

is to be understood as requiring the
Member in all cases to give, not later
than the beginning of the relevant
period, public notice of any quota fixed
for a specified future period, but as per-
itting a Member, which for urgent

balance-of-payments reasons is under
the necessity of changing the quota
within the course of a specified period,
to select the time of its giving public
notice of the change. This in no way
affects the obligation of a Member under
the provisions of paragraph 3 (a), where
applicable.

ARTICLE XIV. EXCEPTIONS TO THE RULE OF ARTICLE 23. EXCEPTIONS TO THE RULE OF

NON-DISCRIMINATION NON-DISCRIMINATION

1. (a) The contracting parties recog-
nize that the aftermath of the war has
brought difficult problems of economic
adjustment which do not permit the im-
mediate full achievement of non-dis-
criminatory administration of quantita-
tive restrictions and therefore require
the exceptional transitional period ar-
rangements set forth in this paragraph.

(b) A contracting party which ap-
plies restrictions under Article XII may
in the use of such restrictions, deviate
from the provisions of Article XII in a
manner having equivalent effect to re-
strictions on payments and transfers
for current International transactions
which that contracting party may at
that time apply under Article XIV of
the Articles of Agreement of the Inter-
national Monetary Fund, or under an
analogous provision of a special ex-
change agreement entered into pursuant
to paragraph 6 of Article XV.

1. (a) The Members recognize that
the aftermath of the war has brought
difficult problems of economic adjust-
ment which do not permit the immediate
full achievement of non-discriminatory
administration of quantative restric-
tions and therefore require the excep-
tional transitional period arrangements
set forth in this paragraph.

(b) A Member which applies restric-
tions under Article 21 may, in the use of
such restrictions, deviate from the pro-
visions of Article 22 in a manner hav-
ing equivalent effect to restrictions on
payments and transfers for current In-
ternational transactions which that
Member may at that time apply under
Article XIV of the Articles of Agree-
ment of the International Monetary
Fund, or under an analogous provision
of a special exchange agreement en-
tered into pursuant to paragraph 6 of
Article 24.

f-
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(e) A contracting party which is ap-
plying restrictions under Article XII
aull which on March 1, 1948 was apply-
ing imports restrictions to safeguard its
balance of payments in a manner which
deviated from the rules of non-discrim-
ination set forth in Article XIII may,
to the extent that such deviation would
not have been authorized on that date
l)y sub-paragraph (b), continue so to
deviate, and may adapt such deviation
to changing circumstances.

(d) Any contracting party which be-
fore July 1, 1948 has signed the Protocol
of Provisional Application agreed upon
-it Geneva on October 30, 1947 and
which by such signature has provi-
sionally accepted the principles of para-
graph 1 of Article 23 of the Draft Char-
ter submitted to the United Nations
Conference on Trade and Employment
by the Preparatory Committee, may
elect, by written notice to the CoNTRc'r-
ING PARTIES before January 1, 1949, to
hIe overned by the provisions of Annex
J of this Agreement, which embodies

liiCh principles, in lieu of the provisions
of sub-paragraphs (b) and (c) of this
paragraph. The provisions of sub-
paragraphs (b) and (c) shall not be ap-
plicable to contracting parties which
have so elected to be governed by the
provisions of Annex J; and conversely,
the provisions of Annex J shall not be
applicable to contracting parties which
have not so elected.

ic) The policies applied in the use of
import restrictions under sub-para-
graphs (b) and (e) or under Annex J
in the postwar transitional period shall
be designed to promote the maximum
development of multilateral trade pos-
sible during that period and to expedite
the attainment of a balance-of-payments
position which will no longer require
resort to the provisions of Article XII
or to transitional exchange arrange-
ments.

(f) A contracting party may deviate
from the provisions of Article XIII, pur-
suant to sub-paragraphs (b) or (c) of
this paragraph or pursuant to Annex J.
only so long as It is availing Itself of
the post-war transitional period ar-
rangements under Article XIV of the
Articles of Agreement of the Interna-
tional Monetary Fund, or of an analo-
goUn provision of a special exchange
agreement entered into under paragraph
6 of Article XV.
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(c) Any Member which is applying
restrictions under Article 21 and which
on March 1, 1948 was applying import
restrictions to safeguard its balance of
payments in a manner which deviated
from the rules of non-discrimination set
forth in Article 22 may, to the extent
that such deviation would not have been
authorized on that date by subpara-
graph (b), continue so to deviate, and
may adapt such deviation to changing
ci rcumsta nces.

(d) Any Member which before July
1. 1948 signed the Protocol of Provi-
sional Application a,-reed upon at
Geneva on October 30, 1947, and which
by such signature has provisionally ac-
cepted the principles of paragraph 1 of
Article 23 of the Draft Charter sub-
mitted to the United Nations Conference
on Trade and Employment by the Pre-
paratory Committee, may elect, by
written notice to the Interim Commis-
sion of the International Trade Organi-
zation or to the Organization before
January 1. 1949, to be governed by the
provisions of Annex K of this Chatter,
which embodies such principles, in lieu
of the provisions of sub-paragraphs (b)
and (c) of this )aragraph. The pro-
visions of sub-paragraphs (b) and (c)
shall not be applicable to Members
which have so elected to be governed by
the provisions of Annex K; and con-
versely, the provisions of Annex K shall
not be applicable to Members which
have not so elected.

(e) The policies applied in the use
of import restrictions under sub-para-
graphs (b) and (c) or under Annex K
in the post-war transitional period shall
be designed to promote the maximum
development of multilateral trade pos-
sible during that period and to expedite
the attainment of a balance-of-payments
position which will no longer require re-
sort to the provisions of Article 21 or to
transitional exchange arrangements.

(f) A Member may deviate from the
provisions of Article 22, pursuant to sub-
paragraphs (b) or (e) of this paragraph
or pursuant to Annex K. only so long
as it is availing itself of the post-war
transitional period arrangements under
Article XIV of the Articles of Agree-
ment of the International Monetary
Fund, or of an analogous provision of a
special exchange agreement entered into
under paragraph 6 of Article 24.
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(g) Not later than March 1, 1950
(three years after the date on which the
International Monetary Fund began op-
erations) and in each year thereafter,
the CONTRACTING PARTIES shall report on
any action still being taken by contract-
ing parties under sub-paragraphs (b)
and (o) of this paragraph or under An-
nex J. In March 1952, and in each
year thereafter, any contracting party
still entitled to take action under the
provisions of sub-paragraph (c) or of
Annex J shall consult the CONTRACTING
PARTIES as to any deviations from Ar-
ticle XIII still in force pursuant to such
provisions and as to Its continued resort
to such provisions. After March 1, 1952
any action under Annex J going beyond
the maintenance In force of deviations
on which such consultation has taken
place and which the CONTRACTING
PARTIES have not found unjustifiable, or
their adaptation to changing circum-
stances, shall be subject to any linita-
tions of a general character which the
CONTRACTING PARTIES may prescribe in
the light of the contracting party's cir-
cumstances.

(h) The CONTRACTING PARTIES may,
if they deem such action necessary in
exceptional circumstances, make repre-
sentations to any contracting party en-
titled to take action under the provisions
of subparagraph (c) that conditions
are favourable for the termination of
any particular deviation from the pro-
visions of Article XIII, or for the gen-
eral abandonment of deviations, under
the provisions of that subparagraph.
After March 1, 1952, the CONTRACTING
PARTIES may make such representations,
in exceptional circumstances, to any
contracting party entitled to take ac-
tion under Annex J. The contracting
party shall be given a suitable time to
reply to such representations. If the
CONTRACTING PARTIES find that the con-
tracting party persists In unjustifiable
deviation from the provisions of Article
XIII, the contracting party' shall, with-
in sixty days, limit or terminate such
deviations as the CONTRACTING PARTIES
may specify.

2. Whether or not its transitional pe-
riod arrangements have terminated pur-
suant to paragraph 1 (f), a contracting
party which Is applying import restric-
tions under Article XII may, with the
consent of the CONTRACTING PARTIES,
temporarily deviate from the provisions
of Article XIII in respect of a small part
of its external trade where the benefits
to the contracting party or contracting
rarties concerned substantially out-
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(g) Not later than March 1, 1950
(three years after the date on which the
Internatinoal Monetary Fund began op-
erations) and in each year thereafter,
the Organization shall report on any
action still being taken by Members un-
der sub-paragraphs (b) and (c) of this
paragraph or under Annex K. In March
1952, and in each year thereafter, any
Member still entitled to take action un-
der the provisions of sub-paragraph (()
or of Annex K shall consult the Organ-
ization as to any deviations from Article
22 still in force pursuant to such provi-
sions and as to its continued resort to
such provisions. After March 1, 1952
any action under Annex K going beyond
the maintenance in force of deviation,
on which such consultation has taken
place and which the Organization has
not found unjustifiable, or their adapta-
tion to changing circumstances, shall
be subject to any limitations of a gen-
eral character which the Organization
may prescribe in the light of the Meni-
ber's circumstances.

(h) The Organization may, if it
deems such action necessary in excep-
tional circumstances, make representa-
tions to any Member entitled to take
action under the provisions of sub-para-
graph (r) that conditions are favour-
able for the termination of any particu-
lar deviation from the provisions of
Article 22, or for the general abandon-
ment of deviations, under the provision,
of that sub-paragraph. After March 1.
1952, the Organization may make such
representations, in exceptional circum-
stances, to any Member entitled to take
action under Annex K. The Member
shall be given a suitable time to reply
to such representations. If the Organi-
zation finds that the Member persists
in unjustifiable deviation from the pro-
visions of Article 22, the Member shall,
within sixty days, limit or terminate
such deviations as the Organization may
specify.

2. Whether or not its transitional pe-
ridd arrangements have terminated pur-
suant to' paragraph 1 (f), a Member
which i§ applying import restrictions un-
der Article 21 may, with the consent
of the Organization, temporarily deviate
from the provisions of Article 22 In re-
spect of a small part of its external
trade where the benefits to the Member
or Members concerned substantially out-
weigh any injury which may result to
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weigh any injury which may result to
the trade of other contracting parties.

3. The provisions of Article XIII shall
not preclude restrictions in accordance
with the provisions of Article XII which
either

(a) are applied against imports from
other countries, but not as among them-
selves, by a group of territories having
a common quota in the International

Monetary Fund, on condition that such
ri-strictions are in all other respects con-
,istent with the provisions of Article
XIII, or

(b) assist, in the period until Decem-
ber 31, 1951, by measures not involving
substantial departure from the provi-
sions of -Article XIII, another country
whose economy has been disrupted by
var.

4. A contracting party applying im-
port restrictions under Article XII shall
not be precluded by Articles XI to XV,
inclusive, of this Agreement from apply-
ing measures to direct its exports in
stuch a manner as to increase its earn-
iwis of currencies which it can use with-
( t deviation from the provisions of
Article XIII.

5. A contracting party shall not be
precluded by Articles XI to XV, inclu-
sive, of this Agreement from applying
quantitativee restrictions.

(a) having equivalent effect to ex-
change restrictions authorized under
Section 3 (b) of Article VII of the Ar-
ticles of Agreement of the International
Monetary Fund; or

(b) under the preferential arrange-
'ient provided for in Annex A of this
Agreement, pending the outcome of the
negotiations referred to therein.

AD ARTICLE XIV

(From Annex I)

'aragraphl (g)
The provisions of paragraph 1 (g)

shall not authorize the CoNTRAcTIN
PARTIES to require that the procedure
of consultation be followed for individ-
Ual transactions unless the transaction
is of so large a scope as to constitute an
act of general policy, In that event,
the CONTRACTING PARTIES shall, if the
contracting party so requests, consider
the transaction, not individually, but in
relation to the contracting party's policy
regarding imports of the product in
question taken as a whole.
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the trade of other Members.

3. The provisions of Article 22 shall
not preclude restrictions In accordance
with the provisions of Article 21 which
either

(a) are applied against imports from
other countries, but not as among them-
selves, by a group of territories having
a common quota in the International
Monetary Fund, on condition that such
restrictions are in all other respects
consistent with the provisions of Article
22, or

(b) assist, in the period until Decem-
ber 31, 1951, by measures not involving
substantial departure from the provi-
sions of Article 22, another country
whose economy has been disrupted by
war.

4. A Member applying import restric-
tions under Article 21 shall not be pre-
cluded by this Section from applying
measures to direct its exports in such
a manner as to increase its earnings of
currencies which it can use without de-
'-iation from the provisions of Article
22.

5. A Member shall not be precluded
by this Section from applying quantita-
tive restrictions

(a) having equivalent effect to ex-
change restrictions authorized under
Section 3 (b) of Article VII of the Ar-
ticles of Agreement of the International
Monetary Fund; or

(b) under the preferential arrange-
ments provided for in Annex A of this
Charter, pending the outcome of the ne-
gotiations referred to therein.

AD ARTICLE 23

(From Annex P)

Paragraph 1 (g)
The provisions of paragraph 1 (g)

shall not authorize the Organization to
require that the procedure of consulta-
tion be followed for individual transac-
tions unless the transaction is of so
large a scope as to Constitute an act of
general policy. In that event, the Or-
ganization shall, if the Member so re-
nuests, consider the transaction, not in-
dividually, but in relation to the Mem-
ber's policy regarding imports of the
product in question taken as a whole.
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Paragraph 2 Paragraph 2

One of the situations contemplated in One of the situations contemplated
paragraph 2 is that of a contracting in paragraph 2 is that of a Member hold-
party holding balances acquired as a re- ing balances acquired as a result of cur-
sult of current transactions which it rent transactions which it finds itself
finds itself unable to use without a meas- unable to use without a measure of dis-
ure of discrimination. crimination.

ANNEX J. Exceptions to the Rule of
Non-di8crimination

(Applicable to contracting parties
who so elect, in accordance with para-
graph 1 (d) of Article XIV, in lieu of
paragraphs 1 (b) and 1 (c) of Article
XIV.)

1. (a) A contracting party applying
import restrictions under Article XII
may relax such restrictions in a manner
which departs from the provisions of
Article XIII to the extent necessary to
obtain additional imports above the
maximum total of imports whidi It
could afford in the light of the require-
ments of paragraphs 3 (a) and 3 (b)
of Article XII if its restrictions were
fully consistent with the provisions of
Article XIII; Provided that

(i) levels of delivered prices for
products so imported are not estab-
lished. substantially higher than
those ruling for comparable goods
regularly available from other con-
tracting parties, and that any ex-
cess of such price levels for prod-
ucts so imported is progressively
reduced over a reasonable period;

(ii) the contracting party taking
such action does not do so as part
of any arrangement by which the
gold or convertible currency which
the contracting party currently re-
ceives directly or indirectly from its
exports to other contracting parties
not party to the arrangement is ap-
preciably reduced below the level it
could otherwise have been reason-
ably expected to attain;

(iii) Such action does not cause
unnecessary damage to the commer-
cial or economic interests of any
other contracting party;

(b) Any contracting party taking ac-
tion under this paragraph shall observe
the principles of sub-paragraph (a).
A contracting party shall desist from
transactions which prove to be incon- t
sistent with that sub-paragraph but the
contracting party shall not be required
to satisfy Itself, when it is not practi- t
cable to do so, that the requirements of r
that sub-paragraph are fulfilled in re-
spect of Individual transactions.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARIFFS AND
TRADE

ANNEX K. EXCEPTIONS TO THE RULE
OF NoN-DIscRIMINATION

(Applicable to Members who so elect,
in accordance with paragraph 1 (d) of
Article 23, in lieu of paragraphs 1 (b)
and 1 (c) of Article 23.)

1. (a) A Member applying import re-
strictions under Article 21 may relax
such restrictions in a manner which de-
parts from the provisions of Article 22
to the extent necessary to obtain addi-
tional imports above the maximum total
of imports which it could afford in the
light of the requirements of paragraphs
3 (a) and 3 (b) of Article 21 if its
restrictions were fully consistent with
the provisions of Article 22; Provided
that

(I) levels of delivered prices for
products so imported are not estab-
lished substantially higher than
those ruling for comparable goods
regularly available from other
Member countries, and that any ex-
cess of such price levels for prod-
ucts so imported is progressively re-
duced over a reasonable period;

(ii) the Member taking such ac-
tion does not do so as part of any
arrangement by which the gold or
convertible currency which the
Member currently receives directly
or indirectly from its exports to
other Members not party to the ar-
rangement is appreciably reduced
below the level it could otherwise
have been reasonably expected to
attain;

(iii) such action does not cause
unnecessary damage to the com-
mercial or economic interests of
any other Member, including inter-
ests under Articles 3 and 9.

(b) Any Member taking action under
this paragraph shall observe the prin-
ciples of sub-paragraph (a). A Mem-
ber shall desist from transactions which
prove to be inconsistent with that sub.
paragraph but the Member shall not b
required to satisfy itself, when it is not
practicable to do so, that the require-
ments of that sub-paragraph are ful-
filled in respect of individual transac-
tions.

2. Any contracting party taking ac-
tion under paragraph 1 of this Annex
shall keep the CONTRACTING PARTIES
regularly informed regarding such ac-
tion and shall provide such available
relevant Information as the CowmAcr-
INo PARTIES may request.
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2. Any Member taking action under
paragraph 1 of this Annex shall keep
the Organization regularly informed
regarding such action and shall pro-
vide such available relevant informa-
tion as the Organization may request.
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3. If at any time the CONTRACTING
PARTIES find that import restrictions are
being applied by a contracting party
in a discriminatory manner inconsist-
ent with the exceptions provided for
under paragraph 1 of this Annex, the
contracting party shall, within sixty
days, remove the discrimination or
modify it as specified by the CONTRACT-
ING PARTIES; Provided that any action
under paragraph 1 of this Annex, to the
extent that it has been approved by the
CONTRACTING PARTIES at the request of
a contracting party under a procedure
analogous to that of paragraph 4 (c)
of Article XII, shall not be open to chal-
lenge under this paragraph or under
paragraph 4 (d) of Article XII on the
ground that it is inconsistent with the
provisions of Article. XIII.

INTERPRETATIVE NOTE TO ANNEX J

It is understood that the fact that a
contracting party is operating under
the provisions of Part II (a) of Article
XX does not preclude that contracting
party from operation under this Annex,
but that the provisions of Article XIV
(including this Annex) do not in any
way limit the rights of contracting
parties under Part II (a) of Article
XX.

ARTICLE XV. EXCHANGE ARRANGEMENTS

1. The CONTRACTING PARTIES shall
seek co-operation with the International
Monetary Fund to the end that the
CONTRACTING PARTIs and the Fund
may pursue a co-ordinated policy with
regard to exchange questions within the
jurisdiction of the Fund and questions
of quantitative restrictions and other
trade measures within the jurisdiction
of the CONTRACTING PARTIES.

2. In all cases in which the CONTRACT-
ING PARTIES are called upon to consider
or deal with problems concerning mone-
tary reserves, balances of payments or
foreign exchange arrangements, they
shall consult fully with the Interna-
tional Monetary Fund. In such con-
sultation, the CONTRACTING PARTIES shall
accept all findings of statistical and other
facts presented by the Fund relating to
foreign exchange, monetary reserves
-tnd balances of payments, and shall ac-
cept the determination of the Fund as
to whether action by a contracting party
in exchange matters is in accordance

WI
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3. If at any time the Organization
finds that import restrictions are being
applied by a Member in a discrimina
tory manner inconsistent with the ex-
ceptions provided for under paragraph
1 of this Annex, the Member shall,
within sixty days, remove the discrimi-
nation or modify it as specified by the
Organization; Provided that any ac-
tion under paragraph 1 of this Annex,
to the extent that it has been approved
by the Organization at the request of a
Member under a procedure analogous
to that of paragraph 5 (c) of Article
21, shall not be open to challenge under
this paragraph or under paragraph 5
(d) of Article 21 on the ground that it
is inconsistent with the provisions of
Article 22.

AD ANNEX K

(From Annex P)

It is understood that the fact that a
Member is operating under the provi-
sions of paragraph 1 (b) (I) of Article
45 does not preclude that Member from
operation under this Annex, but that
the provisions of Article 23 (including
this Annex) do not in any way limit the
rights of Members under paragraph 1
(b) (i) of Article 45.

ARTICLE 24. RELATIONSHIP WITH THE IN-
TERNATIONAL MONETARY FUND AND EX-

CHANGE ARRANGEMENTS

1. The Organization shall seek co-
operation with the International Mone-
tary Fund to the end that the Organi-
zation and the Fund may pursue a co-
ordinated policy with regard to ex-
change questions within the jurisdiction
of the Fund and questions of quantita-
tive restrictions and other trade meas-
ures within the jurisdiction of the Or-
ganization.

2. In all cases in which the Organiza-
tion is called upon to consider or deal
with problems concerning monetary re-
serves, balance of payments or foreign
exchange arrangements, the Organiza-
tion shall consult fully with the Fund.
In such consultation, the Organization
shall accept all findings of statistical
and other facts presented by the Fund
relating to foreign exchange, monetary
reserves and balance of payments, and
shall accept the determination of the
Fund whether action by a Member with
respect to exchange matters is in ac-
cordance with the Articles of Agree-
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with the Articles of Agreement of t
International Monetary Fund, or wi
the terms of a special exchange agr
nient between that contracting pai
and the CONTRACTING PARTIES. r!
(CoNTRACTING PARTIES, in reaching th
final decision in cases involving the c
teria set forth in paragraph 2 (a)
.Article XII, shall accept the determih
tion of the Fund as to what constitu
a serious decline in the contract
party's monetary reserves, a very 1,
level of its monetary reserves or a r
sonable rate of increase in its monetE
reserves, and as to the financial aspe
of other matters covered in consultati
in such cases.

3. The CONTRACTING PARTIES sh
seek agreement with the Fund regai
ing procedures for consultation un(
paragraph 2 of this Article.

4. Contracting parties shall not,
exchange action, frustrate the intent
the provisions of this Agreement, n
by trade action, the intent of the p
visions of the Articles of Agreement
the International Monetary Fund.

5. If the CONTRACTING PARTIES C
sider, at any time, that exchange rest
tions on payments and transfers
connection with imports are being
plied by a contracting party in a mi
ner inconsistent with the excepti(
provided for in this Agreement
quantitative restrictions, they shall
port thereon to the Fund.

6. Any contracting party which is i
a member of the Fund shall, within
time to be determined by the CONTRA
ING PARTIES after consultation with
Fund, become a member of the Fund,
failing that, enter into a special
change agreement with the CONTRACT
PArxs. A contracting party wh
ceases to be a member of the Fund sh
forthwith enter into a special exchat
agreement with the CONTRACTING P
TIES. Any special exchange agreemi
entered into by a contracting party
der this paragraph shall thereupon
come part of its obligations under t
Agreement.

86697-49-pt. 1- 8
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he ment olf the International Monetary
ith Fund, or with the terms of a special ex-
ee- change agreement entered into between
rty that Member and the Organization pur-
lie suant to paragraph 6 of this Article.
eir When the Organization is examining a
,ri- situation in the light of the relevant
of considerations under all the pertinent

na- provisions of Article 21 for the purpose
tes of reaching its final decision in cases
ing involving the criteria set forth in para-
ow graph 3 (a) of that Article, it shall ac-
ea- cept the determination of the Fund as
jry to what constitutes a serious decline in
cts the Member's monetary reserves, a very
ion low level of its monetary reserves or a

reasonable rate of increase in its mone-
tary reserves, and as to the financial as-
pects of other matters covered in con-
sultation in such cases.

all 3. The Organization shall seek agree-
rd- ment with the Fund regarding proce-
ler dures for consultation under paragraph

2 of this Article. Any such agreement,
other than Informal arrangements of a
temporary or administrative character,
shall be subject to confirmation by the
Conference.

by 4. Members shall not, by exchange ac-
of tion, frustrate the intent of the pro-
or, visions of this Section, nor, by trade
ro- action, the intent of the provisions of
of the Articles of Agreement of the Inter-

national Monetary Fund.
on- 5. If the Organization considers, at
ric- any time, that exchange restrictions on
in payments and transfers in connection

ap- with imports are being applied by a
in- Member in a manner Inconsistent with
)ns the provisions of this Section with re-
for spect to quantitative restrictions, it
re- shall report thereon to the Fund.

not 6. (a) Any Member of the Organiza-
I a tion which is not a member of the Fund
CT- shall, within a time to be determined
the by the Organization after consultation
or, with the Fund, become a member of the
ex- Fund or, failing that, enter into a spe-
ING cial exchange agreement with the Or-
ich ganization. A Member of the Organi-
1all zation which ceases to be a member of
inge the Fund shall forthwith enter into a
AR- special exchange agreement with the
ent Organization. Any special exchange
an- agreement entered into by a Member
be- under this sub-paragraph shall there-
his upon become part of its obligations un-

der this Charter.
(b) Any such agreement shall pro-

vide to the satisfaction of the Organiza-
tion that the objectives of this Charter
will not be frustrated as a result of
action with respect to exchange matters
by the Member in question.
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7. (a) A special exchange agreement
between a contracting party and the
CONTRACTING PARTIES under paragraph
6 of this Article shall provide to the
satisfaction of the CONTRACTING PARTIES
that the objectives of this Agreement
will not be frustrated as a result of ac-
tion in exchange by the contracting
party in question.

(b) The terms of any such agree-
ment shall not impose obligations on
the contracting party in exchange mat-
ters generally more restrictive than
those imposed by the Articles of Agree-
ment of the International Monetary
Fund on members of the Fund.

ape.

ImII

8. A contracting party which is not
a member of the Fund shall furnish
such information within the general
scope of Section 5 of Article VIII of
the Articles of Agreement of the Inter-
national Monetary Fund as the CON-
TRACTING PARTIES may require in order
to carry out their functions under this
Agreement.

9. Nothing in this Agreement shall
preclude:

(a) the use by a contracting party
of exchange controls or exchange re-
strictions in accordance with the Ar-
ticles of Agreement of the International
Monetary Fund or with that contract-
ing party's special exchange agreement
with the CONTRACTING PARTIES, or

(b) the use by a contracting party
of restrictions or controls on imports
or exports, the sole effect of which,
additional to the effects permitted under
Articles XI, XII, XIII and XIV, is to
make effective such exchange controls
or exchange restrictions.

ITO CHArrm

(c) Any such agreement shall not
impose obligations on the Member with
respect to exchange matters generally
more restrictive than those imposed by
the Articles of Agreement of the Inter-
national Monetary Fund on members
of the Fund.

(d) No Member shall be required to
enter into any such agreement so long
as it uses solely the currency of an-
other Member and so long as neither
the Member nor the country whose cur-
rency is being used maintains exchange
restrictions. Nevertheless, if the Or-
ganization at any time considers that
the absence of a special exchange agree-
ment may be permitting action which
tends to frustrate the purposes of any
of the provisions of this Charter, it may
require the Member to enter into a
special exchange agreement in accord-
ance with the provisions of this para-
graph. A Member of the Organization
which is not a member of the Fund
and which has not entered into a special
exchange agreement may be required
at any time to consult with the Organi-
zation on any exchange problem.

7. A Member which is not a member
of the Fund, whether or not it has
entered into a special exchange agree-
ment, shall furnish such information
within the general scope of Section 5
of Article VIII of the Articles of Agree-
ment of the International Monetary
Fund as the Organization may require
in order to carry out its functions under
this Charter.

8. Nothing in this Section shall pre-
clude:

(a) the use by a Member of exchange
controls or exchange restrictions in
accordance with the Articles of Agree-
ment of the International Monetary
Fund or with that Member's special
exchange agreement with the Organiza-
tion, or.

(b) the use by a Member of restric-
tions or controls on imports or exports,
the sole effect of which, in addition
to the effects permitted under Articles
20, 21, 22 and 23, is to make effective
sfich exchange controls or exchange
restrictions.
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AD ARTICLE XV

(From Annex I)

Paragraph .
The word "frustrate" is intended to

indicate, for example, that infringe-
inents of the letter of any Article of this
Agreement by exchange action shall not
be regarded as a violation of that Ar-
ticle if, in practice, there is no appre-
ciable departure from the intent of the
Article. Thus, a contracting party
which, as part of its exchange control
operated in accordance with the Articles
of Agreement of the International
Monetary Fund, requires payment to be
received for its exports in its own cur-
rency or in the currency of one or more
members of the International Monetary
Fund will not thereby be deemed to
contravene Article XI or Article XIII.
Another example would be that of a
contracting party which specifies on an
import license the country from which
the goods may be imported, for the
purpose not of introducing any addi-
tional element of discrimination in its
import licensing system but of enforc-
ing permissible exchange controls.

ARTICLE XVI. SUBSIDIES

If any contracting party grants or
maintains any subsidy, including any
form of income or price support, which
operates directly or indirectly to In-
crease exports of any product from, or
to reduce imports of any product into,
its territory, it shall notify the CON-
TRACTING PARTIES in writing of the ex-
tent and nature of the subsidization, of
the estimated effect of the subsidization
on the quantity of the affected product
or products imported into or exported
from its territory and of the circum-
stances making the subsidization nec-
essary. In any case in which it is de-
termined that serious prejudice to the
interests of any other contracting party
is caused or threatened by any such
subsidization, the contracting party
granting the subsidy shall, upon re-
quest, discuss with the other contract-
ing party or parties concerned, or with
the CONTRACTING PARTIES, the possibil-
ity of limiting the subsidization.

ITO CHA.rnx

AD ARTICLE 24

(From Annex P)

Paragraph 8
For example, a Member which, as

part of its exchange control operated
in accordance with the Articles of Agree-
ment of the International Monetary
Fund, requires payment to be received
for its exports in its own currency or
in the currency of one or more members
of the Fund would not thereby be
deemed to contravene the provisions of
Articles 20 or 22. Another example
would be that of a Member which spec-
ifies on an import license the country
from which the goods may be imported
for the purpose, not of introducing any
additional element of discrimination in
its import licensing system, but of en-
forcing permissible exchange controls.

ARTICLE 25. SUBSIDIES IN GENERAL

If any Member grants or maintains
any subsidy, including any form of in-
come or price support, which operates
directly or indirectly to maintain or
increase exports of any product from,
or to reduce, or prevent an increase
in, imports of any product into its ter-
ritory, the Member shall notify the
Organization in writing of the extent
and nature of the subsidization, of
the estimated effect of the subsidiza-
tion on the quantity of the affected
product or products imported into or
exported from its territory and of the
circumstances making the subsidization
necessary. In any case in which a
Member considers that serious preju-
dice to its interests is caused or threat-
ened by any such subsidization, the
Member granting the subsidy shall,
upon request, discuss with the other
Member or Members concerned, or with
the Organization, the possibility of
limiting the subsidization.

ARTICLE 26. ADDITIONAL PROVISIONS ON
EXPORT SUBSIDIES

1. No Member shall grant, directly or
indirectly, any subsidy on the export of
any product, or establish or maintain
any other system, which subsidy or
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system results in the sale of such prod-
uct for export at a price lower than the
comparable price charged for the like
product to buyers in the domestic mar-
ket, due allowance being made for dif-
ferences in the conditions and terms of
sale, for difference in taxation, and for
other differences affecting price coni-
pa rability.

2. The exemption of exported prod-
ucts from duties or taxes imposed in
respect of like products when consumed
domestically, or the remission of such
duties or taxes in amounts not in ex-
cess of those which have accrued, shall
not be deemed to be in conflict with th
provisions of paragraph 1. The use of
the proceeds of such duties or taxes to
make payments to domestic producers
in general of those products shall be
considered as a case under Article 25.

3. Members shall give effect to the
provisions of paragraph I at the ear-
liest practicable date but not later than
two years from the day on which this
Carter enters into force. If any Mem-
ber considers itself unable to do so in
respect of any particular product or
products, it shall, at least three months
before the expiration of such period,
give notice in writing to the Organiza-
tion, requesting a specific extension of
the period. Such notice shall be ac-
companied by a full analysis of the
system in question and the circum-
stances justifying it. The Organiza-
tion shall then determine whether the
extension requested should be made
and, if so, on what terms.

4. Notwithstanding the provisions of
paragraph 1, any Member may subsidize
the exports of any product to the ex-
tent and for such time as may be neces-
sary to offset a subsidy granted by a
non-Member affecting the Member's ex-
ports of the product. However, the
Member shall, upon the request of the
Organization or of any other Member
which considers that its interests are
seriously prejudiced by such action,
consult with the Organization or with
that Member, as appropriate, with a
view to reaching a satisfactory adjust-
ment of the matter.

ARTICLE 27. SPECIAL TREATMENT OF
PRIMARY COMMODITIES

1. A system for the stabilization ofves,
the domestic price or of the return to
domestic producers of ap rimary com-
modity, independently of the movements
of export prices, which results at times
in the sale of the commodity for ex-
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port at a price lower than the compar-
able price charged for the like corn-
modity to buyers in the domestic mar-
ket. shall be considered not to involve
a subsidy on export within the mean-
ing of Iragraph 1 of Article 26, if the
Organization determines that

(a) the system has also resulted, or
is so designed as to result, in the sale
of the commodity for export at a price
higher than the comparable price
charged for the like commodity to buy-
ers in the domestic market; and

(b) the system is so operated, or is
designed so to operate, either because
of the effective regulation of production
or otherwise, as not to stimulate ex-
ports unduly or otherwise seriously
prejudice the interests of other Mem-
bers.

2. Any Member granting a subsidy in
respect of a primary commodity shall
co-operate at all times in efforts to
negotiate agreements, under the pro-
cedures set forth in Chaliter VI, with f'
ret-ard to that commodity.

3. In any case involving a primary
commodity, if a Member considers that
its interests would be seriously preju-
diced by compliance with the provisions T I
of Article 26, or if a Member considers :
that its interests are seriously preju-
diced by the granting of any form of
subsidy, the procedures set forth in
Chapter VI may be followed. The Mem-
her which considers that its interests
are thus seriously prejudiced shall, how-
ever, be exempt provisionally from the
requirements of paragraphs 1 and 3 of
Article 26 in respect of that commodity,
but shall be subject to the provisions of
Article 28.

4. No Member shall grant a new
subsidy or increase an existing sub-
sidy affecting the export of a primary
commodity, during a commodity con-
ference called for the purpose of nego-
tiating an intergovernmental control
agreement for the commodity concerned
unless the Organization concurs, in
which case such new or additional sub-
sidy shall be subject to the provisions
of Article 28.

5. If the measures provided for in
Chapter VI have not succeeded, or do
not promise to succeed, within a reason-
able period of time, or if the conclusion
of a commodity agreement is not an
appropriate solution, any Member which
considers that its interests are seri-
ously prejudiced shall not be subject
to the requirements of paragraphs 1
and 3 of Article 26 in respect of that
commodity, but shall be subject to the
provisions of Article 28.
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ARTICLE 28. UNDERTAKING REGARDING
STIMUIATION OF EXPORTS OF PRIMARY
COMMODITIES

1. Any Member granting any form
of subsidy, which operates directly or
indirectly to maintain or increase the
export of any primary commodity from
Its territory, shall not apply the sub-
sidy in such a way as to have the
effect of maintaining or acquiring for
that Member more than an equitable
share of world trade in that commodity.

2. As required under the provisions
of Article 25, the Member granting such
subsidy shall promptly notify the Or-
ganization of the extent and nature of
the subsidization, of the estimated effect
of the subsidization on the quantity of
the affected commodity exported from
its territory, and of the circumstances
making the subsidization necessary.
The Member shall promptly consult with
any other Member which considers that
serious prejudice to its interests is
caused or threatened by the subsidiza-
tion.

3. If, within a reasonable period of
time, no agreement is reached in such
consultation, the Organization shall
determine what constitutes an equitable
share of world trade in the commodity
concerned and the Member granting
the subsidy shall conform to this
determination.

4. In making the determination re-
ferred to in paragraph 3, the Organiza-
tion shall take into account any factors
which may have affected or may be
affecting world trade in the commodity
concerned, and shall have particular
regard to:

(a) the Member country's share of
world trade in the commodity during
a previous representative period;

(b) whether the Member country's
share of world trade In the commodity
is so small that the effect of the sub-
sidy on such trade is likely to be of
minor significance;

(c) the degree of importance of the
external trade in the commodity to the
economy of the Member country grant-
ing, and to the economies of the Mem-
ber countries materially affected by, the
subsidy;

(d) the existence of price stabiliza-
tion systems conforming to the pro-
visions of paragraph 1 of Article 27;

(e) the desirability of facilitating
the gradual expansion of production for
export in those areas able to satisfy
world market requirements of the com-
modity concerned in the most effective
and economic manner, and therefore of
limiting any subsidies or other meas-
ures which make that expansion difficult.
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ARTICLE XVII. NON-DISCRIMINATORY TREAT-
MENT ON THE PART OF STATE-TRADING

ENTERPRISES

1. (a) Each contracting party un-
dertakes that if it establishes or main-
tains a state enterprise, wherever lo-
cated, or grants to any enterprise, for-
inally or in effect, exclusive or special
privileges, such enterprise shall, in its
purchases or sales involving either im-
ports or exports, act in a manner con-
sistent with the general principles
of non-discriminatory treatment pre-
scribed in this Agreement for govern-
mental measures affecting imports or
exports by private traders.

(b) The provisions of sub-paragraph
(a) of this paragraph shall be under-
stood to require that such enterprises
shall, having due regard to the other
provisions of this Agreement, make
any such purchases or sales solely in
accordance with commercial considera-
tions, including price, quality, availa-
bility, marketability, transportation and
other conditions of purchase or sale,
and shall afford the enterprises of the
other contracting parties adequate op-
portunity, in accordance with custo-
mary business practice, to compete for
participation in such purchases or sales.

(c) No contracting party shall pre-
vent any enterprise (whether or not an
enterprise described in sub-paragraph
(a of this paragraph) under its juris-
diction from acting in accordance with
the principles of sub-paragraphs (a)
and (b) of this paragraph.

2. The provisions of paragraph I of
this Article shall not apply to imports
of products for immediate or ultimate
consumption in governmental use and
not otherwise for re-sale or for use in
the production of goods for sale. With
respect to such imports, each contract-
ing party shall accord to the trade of the
other contracting parties fair and equi-
table treatment.

AD ARTICLE XVII

(From Annex I)

Paragraph I
The operations of Marketing Boards,

which are established by contracting
parties and are engaged in purchasing
or selling, are subject to the provisions
of sub-paragraphs (a) and (b).

The activities of Marketing Boards
which are established by contracting
parties and which do not purchase or

ITO CHARTER

ARTICLE 29. NON-DISCRIMINATORY
TREATMENT

1. (a) Each Member undertakes that
if it establishes or maintains a state
enterprise, wherever located, or grants
to any enterprise formally or in effect,
exclusive or special privileges, such
enterprise shall, in its purchases and
sales involving either imports or ex-
ports, act in a manner consistent with
the general principles of non-discrimi-
natory treatment prescribed In this
Charter for governmental measures af-
fecting imports or exports by private
traders.

(b) The provisions of sub-paragraph
(a) shall be understood to require that
such enterprises shall, having due re-
gard to the other provisions of this
Charter, make any such purchases or
sales solely in accordance with commer-
cial considerations, including price,
quality, availability, marketability,
transportation and other conditions of
purchase or sale, and shall afford the
enterprises of the other Member coun-
tries adequate opportunity, in accord-
ance with customary business practice,
to compete for participation in such
purchases or sales.

(c) No Member shall prevent any en-
terprise (whether or not an enterprise
described in subparagraph (a)) under
its jurisdiction from acting in accord-
ance with the principles of sub-para-
graphs (a) and (b).

2. The provisions of paragraph 1 shall
not apply to imports of products pur-
chased for governmental purposes and
not with a view to commercial resale or
with a view to use in the production of
goods for commercial sale. With re-
spect to such imports, and with respect
to the laws, regulations and require-
ments referred to In paragraph 8 (a)
of Article 18, each Member shall accord
to the trade of the other Members fair
and equitable treatment.

AD ARTICLE 29

(From Annex P)

Paragraph 1
Note .- Different prices for sales and

purchases of products In diffeernt mar-
kets are not precluded by the provisions
of Article 29, provided that such differ-
ent prices are charged or paid for com-
mercial reasons, having regard to dif-
ferent conditions, including supply and
demand, in such markets.
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sell but lay down regulations covering
private trade are governed by the rele-
vant Articles of this Agreement.

The charging by a state enterprise of
different prices for its sales of a prod-
uct in different markets is not precluded
by the provisions of this Article, pro-
vided that such different prices are
charged for commercial reasons, to meet
conditions of supply and demand in ex-
port markets.

Paragraph 1 (a)
Governmental measures imposed to

ensure standards of quality and effi-
ciency in the operation of external trade,
or privileges granted for the exploita-
tion of national natural resources but
which do not empower the government
to exercise control over the trading ac-
tivities of the enterprise in question, do
not constitute "exclusive or special
privileges".

Paragraph 1 (b)
A country receiving a "tied loan" is

free to take this loan into account as a
'"commercial consideration" when pur-
chasing requirements abroad.
Paragraph 2

The term "goods" is limited to prod-
ucts as understood in commercial prac-
tice, and is not intended to include the
purchase or sale of services.

ITO CHBwRn

Note t.---Sub-paragraphs (a) and (b)
of paragraph 1 shall not be construed
as applying to the trading activities of
enterprises to which a Member has
granted Hcences or other special privi-
leges

(a) solely to ensure standards of
quality and efficiency in the conduct of
its external trade; or

(b) for the exploitation of its natural
resources;
provided that the Member does not
thereby establish or exercise effective
control or direction of the trading ac-
tivities of the enterprises in question, or
create a monopoly whose trading activi-
ties are subject to effective govern-
mental control or direction.

ARTICLE 30. MARKING ORGANIZATIONS

If a Member establishes or maintains
a marketing board, commission or sim-
ilar organization, the Member shall be
subject :

(a) with respect to purchases or sales
by any such organization, to the provi-
sions of paragraph 1 of Article 29;

(b) with respect to any regulations
of any such organization governing the
operations of private enterprises, to
the other relevant provisions of this
Charter.

ARTICLE 31. EXPANSION OF TRADE

1. If a Member establishes, maintains
or authorizes, formally or in effect, a
monopoly of the importation or exporta-
tion of any product, the Member shall,
upon the request of any other Member
or Members having a substantial inter-
est in trade with it in the product con-
cerned, negotiate with such other Mem-
ber or Members in the manner provided
for under Article 17 in respect of tar-
iffs, and subject to all the provisions of
this Charter with respect to such tariff
negotiations, with the object of achiev-
ing:
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(a) in the case of an export monop-
oly, arrangements designed to limit or
reduce any protection that might be af-
forded through the operation of the
monopoly to domestic users of the
monopolized product, or designed to
assure exports of the monopolized prod-
uct in adequate quantities at reasonable
prices;

(b) in the case of an import monop-
oly, arrangements designed to limit or
reduce any protection that might be
afforded through the operation of the
monopoly to domestic producers of the
monopolized product, or designed to
relax any limitation on imports which
is comparable with a limitation made
subject to negotiation under other pro-
visions of this Chapter.

2. In order to satisfy the requirements
of paragraph 1 (b), the Member estab-
lishing, maintaining or authorizing a
monopoly shall negotiate:

(a) for the establishment of the I")
maximum import duty that may be ap-
plied in respect of the product con-
cerned; or

(b) for any other mutually satisfac-
tory arrangement consistent with the ii
provisions of this Charter, if it is evi-
dent to the negotiating parties that to
negotiate a maximum import duty un- '
der sub-paragraph (a) of this para-
graph is impracticable or would be in-
effective for the achievement of the ob-
jectives of paragraph 1: any Member
entering into negotiations under this
sub-paragraph shall afford to other in-
terested Members an opportunity for (
consultation.

3. In any case in which a maximum
import duty is not negotiated under
paragraph 2 (a), the Member estab-
lishing, maintaining or authorizing the
import monopoly shall make public, or
notify the Organization of, the maxi-
mum import duty which it will apply in
respect of the product concerned.

Balance of Article given opposite of
Article II of GATT)

5. With regard to any product to
which the provisions of this Article
apply, the monopoly shall, wherever this
principle can be effectively applied and
subject to the other provisions of this
Charter, import and offer for sale such
quantities of the product as will be
sufficient to satisfy the full domestic
demand for the imported product, ac-
count being taken of any rationing to
consumers of the imported and like
domestic product which may be in force
at that time.
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6. In applying the provisions of this
Article, due regard shall be had for the
fact that some monopolies are estab-
lished and operated mainly for social,
cultural, humanitarian or revenue pur-
poses.

7. This Article shall not limit the use
by Members of any form of assistance
to domestic producers permitted by
other provisions of this Charter.

AD ARTICLE 31

(from Annex P)

Paragraphs 2 and4
The maximum import duty referred

to in paragraphs 2 and 4 would cover
the margin which has been negotiated
or which haV been published or notified
to the Organization, whether or not col-
lected, wholly or in part, at the custom
house as an ordinary customs duty.

Paragraph 4
With reference to the second proviso,

the method and degree of adjustment
to be permitted in the case of a primary
commodity which is the subject of a
domestic price stabilization arrange-
ment should be normally a matter for
agreement at the time of the negotia-
tions under paragraph 2 (a).

-ARTICLE 32. LIQUIDATION OF NON-COM-
MERCIAL STOCKS

1. If a Member holding stocks of any
primary commodity accumulated for
non-commercial purposes should liqui-
date such stocks, it shall carry out the
liquidation, as far as practicable, in a
manner that will avoid serious disturb-
ance to world markets for the com-
modity concerned.

2. Such Member shall:
(a) give not less than four months'

public notice of its intention to liqui-
date such stocks; or

(b) give not less than four months'
prior notice to the Organization of such
intention.

3. Such Member shall, at the request
of any Member which considers itself
substantially interested, consult as to
the best means of avoiding substantial
injury to the economic Interests of
producers and consumers of the primary
commodity in question. In cases where
the interests of several Members might
be substantially affected, the Organiza-
tion may participate in the consulta-
tions, and the Member holding the
stocks shall give due consideration to
its recommendations.
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ARTICLE XVIII. GOVERNMENTAL ASSIST-
ANCE TO ECONOMIC DEVELOPMENT AND

RECONSTRUCTION

1. The contracting parties recognize
that special governmental assistance
may be required to promote the estab-
lishment, development or reconstruc-
tion of particular industries or branches
of agriculture, and that in appropriate
circumstances the grant of such assist-
ance in the form of protective measures
is justified. At the same time they rec-
ognize that an unwise use of such meas-
ures would impose undue burdens on
their own economies and unwarranted
restrictions on international trade, and
might increase unnecessarily the dif-
ficulties of adjustment for the econ-
omies of other countries.

2. The CONTR&CTING PARTIES and the
contracting parties concerned shall pre-
serve the utmost secrecy in respect of
matters arising under this article.

A

3. If a contracting party, in the in-
terest of its economic development or
reconstruction, or for the purpose of
increasing a most-favoured-nation rate
of duty in connexion with the establish-
ment of a new preferential agreement
in accordance with the provisions of
paragraph 3 of article I, considers It
desirable to adopt any non-discrimi-
natory measure affecting imports which
would conflict with an obligation which
the contracting party has assumed
under article II of this Agreement, but
which would not conflict with other pro-
visions in this Agreement, such con-
tracting party

(a) Shall enter into direct negotia-
tions with all the other contracting
Parties. The appropriate Schedules to
this Agreement shall be amended in ac-
cordance with any agreement resulting
from such negotiations; or

(b) Shall initially or may, in the
event of failure to reach agreement
under sub-paragraph (a), apply to the
CONTRACTING PARTIES. The CONTRACT-
ING PARTIES shall determine the con-
tracting party or parties materially af-
fected by the proposed measure and
shall sponsor negotiations between such
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4. The provisions of paragraphs 2 and
3 shall not apply to routine disposal of
supplies necessary for the rotation of
stocks to avoid deterioration.

ARTICLE 13. GOVERNMENTAL ASSISTANCE
TO ECONOMIC DEVELOPMENT AND RECON-
STRU(rION

1. The Members recognize hat special
governmental assistance may be re-
quired to promote the establishment,
development or reconstruction of par-
ticular industries or branches of agri-
culture, and that in appropriate circum-
stances the grant of such assistance in
the form of protective measures is
justified. At the same time they rec-
ognize that an unwise use of such meas-
ures would impose undue burdens on
their own economies and unwarranted
restrictions on international trade, and
might increase unnecessarily the diffi-
culties of adjustment for the economies
of other countries.

2. The Organization and the Members
concerned shall preserve the utmost
secrecy in respect of matters arising
under this Article.

A

3. If a Member, in the interest of its
economic development or reconstruc-
tion, or for the purpose of increasing a
most-favored-nation rate of duty in con-
nection with the establishment of a now
preferential agreement in accordance
with the provisions of Article 15, con-
siders it desirable to adopt any non-
discriminatory measure affecting im-
ports which would conflict with an obli-
gation which the Member has assumed
in respect of any product through nego-
tiations with any other Member or
Members pursuant to Chapter IV but
which would not conflict with that
Chapter, such Member

(a) shall enter into direct negotia-
tions with all the other Members which
have contractual rights. The Members
shall be free to proceed in accordance
with the terms of any agreement re-
suiting from such negotiations, pro-
vided that the Organization is informed
thereof; or

(b) shall initially or may, in the event
of failure to reach agreement under sub-
paragraph (a), apply to the Organiza-
tion. The Organization shall deter-
mine, from among Members which have
contractual rights, the Member or Mem-
bers materially affected by the proposed
measure and shall sponsor negotiations
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contracting party or parties and the ap-
plicant contracting party with a view to
obtaining expeditious and substantial
agreement. The CONTRACTING PARTIES
shall establish and communicate to the
contracting parties concerned a time
schedule for such negotiations, follow-
ing as far as practicable any time sched-
ule which may have been proposed by
the applicant contracting party. The
contracting parties shall commence and
proceed continuously with such nego-
tiations in accordance with the time
schedule established by the CONTRA NG
PARTIES. At the request of a contract-
ing party, the CONTRACTING PARTIES
may, where they concur in principle
with the proposed measure, assist in
the negotiations. Upon substantial
agreement being reached, the applicant
contracting party may be released by
the CONTRACTING PARTS from the obli-
gation referred to in this paragraph,
subject to such limitations as may have
been agreed upon in the negotiations be-
tween the contracting parties con-
cerned.

4. (a) If as a result of action initi-
ated under paragraph 3 there should be
an increase in imports of any product
concerned, including products which
can be directly substituted therefor,
which if continued would be so great as
to jeopardize the establishment, devel-
opment or reconstruction of the industry
or branch of agriculture concerned, and
if no preventive measures consistent
with the provisions of this Agreement
can be found which seem likely to prove
effective, the applicant contracting party
may, after informing, and when prac-
ticable consulting with, the CONTRACT-
ING PA nEs, adopt such other measures
as the situation may require, provided
that such measures do not restrict im-
ports more than necessary to offset the
increase in imports referred to in this
sub-paragraph; except in unusual cir-
cumstances, such measures shall not re-
duce imports below the level obtaining
in the most recent representative pe-
riod preceding the date on which the
contracting party Initiated action under
paragraph 3.

(b) The CONTRACTING PARTIES shall
determine, as soon as practicable,
whether any such measures should be
continued, discontinued or modified. It
shall in any case be terminated as soon
as the CONTRACTING PA RI determine
that the negotiations are completed or
discontlued.
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between such Member or Members an(d
the applicant Member with a view to
obtaining expeditious and substantial
agreement. The Organization shall es-
tablish and communicate to the Men-
bers concerned a time schedule for such
negotiations, following as far as prac-
ticable any time schedule which may
have been proposed by the applicant
Member. The Members shall commence
and proceed continuously with such
negotiations in accordance with the
time schedule established by the Or-
ganization. At the request of a Mem-
ber, the Organization may, where it
concurs in principle with the proposed
measure, assist in the negotiations.
Upon substantial agreement being
reached, the applicant Member may be
released by the Organization from the
obligation referred to In this paragraph,
subject to such limitations as may have
been agreed upon in the negotiations be-
tween the Members concerned.

4. (a) If as a result of action initi-
ated under paragraph 3, there should be
an increase in imports of any product
concerned, including products which can
be directly substitute'l therefor, which
if continued would be so great as to
jeopardize the establishment, develop-
ment or reconstruction of the industry,
or branch of agriculture concerned, and
if no preventive measures consistent
with the provisions of this Charter
can be found which seem likely to
prove affective, the applicant Mem-
ber may, after informing, and when
practicable consulting with, the Organi-
zation, adopt such other measures as
the situation may require, provided
that such measures do not restrict im-
ports more than necessary to offset the
increase in imports referred to In this
sub-paragraph; except in unusual cir-
cumstances, such measures shall not re-
duce imports below the level obtaining
in the most recent representative period
preceding the date on which the Mem-
ber Initiated action under paragraph 3.

(b) The Organization shall deter-
mine, as soon as practicable, whether
any such measure should be continued,
discontinued or modified. It shall in
any case be terminated as soon as the
Organization determines that the nego-
tiations are completed or discontinued.
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(c) It is recognized that the relation-
ships between contracting parties under
article II of this Agreement involve re-
ciprocal advantages, and therefore any
contracting party whose trade is ma-
terially affected by the action may sus-
pend the application to the trade of the
applicant contracting party of substan-
tially equivalent obligations or conces-
sions under this Agreement provided
that the contracting party concerned
has consulted the CONTRACTING PARTIES
before taking such action and the CON-
TRACTING PARTIES do not disapprove.

B

5. In the case of any non-discrimina-
tory measure affecting imports which
would apply to any product in respect
of which the contracting party has as-
sumed an obligation under article II
of this Agreement and which would
conflict with any other provision of this
Agreement, the provisions of sub-para-
graph (b) of paragraph 3 shall apply;
provided that before granting a release
the CONTRACTING PARTIES shall afford
adequate opportunity for all contract-
ing parties which they determine to be
materially affected to express their
views. The provisions of paragraph 4
shall also be applicable in this case.

C

6. If a contracting party in the in-
terest of its economic development or
reconstruction considers it desirable to
adopt any non-discriminatory measure
affecting imports which would conflict
with the provisions of this Agreement
other than article II, but which would
not apply to any product in respect of
which the contracting party has as-
sumed an obligation under article II,
such contracting party shall notify the
CONRACTINO PARTIES and shall trans-
mit to the CONTRACTING PARTIES a writ-
ten statement of the considerations in
support of the adoption, for a specified
period, of the proposed measure.

7. (a) On application by such con-
tracting party the CONTRACTING PAR-
TIES shall concur in the proposed meas-
ure and grant the necessary release for
a specified period if, having particular
regard to the applicant contracting
party's need for economic development
or reconstruction, it is established that
the measure

ITO C~c&rx

(c) It is recognized that the con-
tractual relationships referred to in
paragraph 3 involve reciprocal advan-
tages, and therefore any Member which
has a contractual right in respect of
the product to which such action relates,
and whose trade is materially affected
by the action, may suspend the applica-
tion to the trade of the applicant Mem-
ber of substantially equivalent obliga-
tions or concessions under or pursuant
to Chapter IV, provided that the Mem-
ber concerned has consulted the Organ-
ization before taking such action and
the Organization does not disapprove.

B

5. In the case of any non-discrimina-
tory measure affecting imports which
would conflict with Chapter IV and
which would apply to any product in
respect of which the Member has as-
sumed an obligation through negotia-
tions with any other Member or Mem-
bers pursuant to Chapter IV, the pro-
visions of sub-paragraph (b) of para-
graph 3 shall apply; Provided that be-
fore granting a release the Organiza-
tion shall afford adequate opportunity
for all Members which it determines to
be materially affected to express their
views. The provisions of paragraph 4
shall also be applicable in this case.

C

6. If a Member in the interest of its
economic development or reconstruc-
tion considers it desirable to adopt any
non-discriminatory measure affecting
imports which would conflict with
Chapter IV, but which would not apply
to any product in respect of which the
Member has assumed an obligation
through negotiations with any other
Member or Members pursuant to Chap-
ter IV, such Member shall notify the
Organization and shall transmit to the
Organization a written statement of
the considerations in support of the
adoption, for a specified period, of the
proposed measure.

7. (a) On application by such Mem-
ber the Organization shall concur in
the proposed measure and grant the
necessary release for a specified period
if, having particular regard to the ap-
plicant Member's need for economic
development or reconstruction, it is es-
tablished that the measure
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(i) Is designed to protect a par-
ticular industry established be-
tween 1 January 1939 and 24
March 1948, which was protected
during that period of its develop-
ment by abnormal conditions aris-
ing out of the war; or

(ii) Is designed to promote the
establishment or development of a
particular industry for the process-
ing of an indigenous primary com-
modity, when the external sales of
such commodity have been mate-
rially reduced as a result of new
or increased restrictions imposed
abroad; or

(iii) Is necessary in view of the
possibilities and resources of the
applicant contracting party to pro-
mote the establishment or develop-
ment of a particular industry for
the processing of an indigenous pri-
mary commodity, or for the proces-
sing of a by-product of such indus-
try, which would otherwise be
wasted, in order to achieve a fuller
and more economic use of the appli-
cant contracting party's natural
resources and manpower and, in the
long run, to raise the standard of
living within the territory of the
applicant contracting party, and is
unlikely to have a harmful effect,
in the long run, on international
trade; or

(iv) Is unlikely to be more re-
strictive of international trade than
any other practicable and reason-
able measure permitted under this
Agreement, which could be imposed
without undue difficulty, and is the
one most suitable for the purpose
having regard to the economies of
the industry or branch of agricul-
ture concerned and to the applicant
contracting party's need for eco-
nomic development or reconstruc-
tion.

The foregoing provisions of this sub-
paragraph are subject to the following
condition:

(1) Any proposal by the applicant
contracting party to apply any such
measure, with or without modification,
after the end of the initial period, shall
not be subject to the provisions of this
paragraph; and

(2) The CONTRAOmNG PARTIFa shall
not concur in any measure under the
provisions of (i), (ii), or (iii) above,
which is likely to cause serious preju-
dice to exports of a primary commodity
on which the economy of the territory
of another contracting party is largely
dependent.
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(i) is designed to protect a par-
ticular industry, established be-
tween January 1, 1939 and the date
of this Charter, which was pro-
tected during that period of its de-
velopment by abnormal conditions
arising out of the war; or

(Ii) is designed to promote the
establishment or development of a
particular industry for the process-
ing of an indigenous primary com-
modity, when the external sales of
such commodity have been mate-
rially reduced as a result of new
or increased restrictions imposed
abroad; or

(iii) is necessary, in view of the
possibilities and resources of the
applicant Member to promote the
establishment or development of a
particular industry for the proces-
sing of an indigenous primary com-
modity, or for the processing of a
by-product of such industry, which
would otherwise be wasted, in order
to achieve a fuller and more eco-
nomic use of the applicant Mem-
ber's natural resources and man-
power and, in the long run, to raise
the standard of living within the
territory of the applicant Member,
and is unlikely to have a harmful
effect, In the long run, on interna-
tional trade; or

(iv) is unlikely to be more re-
strictive of international trade than
any other practicable and reason-
able measure permitted under this
Charter, which could be imposed
without undue difficulty, and is the
one most suitable for the purpose
having regard to the economics of
the industry or branch of agricul-
ture concerned and to the applicant
Member's need for economic devel-
opment or reconstruction.

The foregoing provisions of this sub-
paragraph are subject to the following
conditions:

(1) any proposal by the applicant
Member to apply any such measure,
with or without modification, after the
end of the initial period, shall not be
subject to the provisions of this para-
graph; and

(2) the Organization shall not con-
cur in any measure under the provisions
of (1), (i) or (iiI) above which is like-
ly to cause serious prejudice to exports
of a primary commodity on which the
economy of another Member country is
largely dependent.
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(b) The applicant contracting party
shall apply any measure permitted un-
der sub-paragraph (a) in such a way as
to avoid unnecessary damage to the
commercial or economic interests of any
other contracting party.

s. If the proposed measure does not
fall within the provisions of paragraph
7, the contracting party

(a) May enter into direct consulta-
tions with the contracting party OT"
parties which, in its judgment, would
be materially affected by the measure.
At the same time, the contracting party
shall inform the CONTRACTING PARTIES
of such consultations in order to afford
them an opportunity to determine
whether all inaterially affected con-
tracting parties are included within the
consultations. Upon complete or sub-
stantial agreement being reached, the
contracting party interested in taking
the measure shall apply to the CON-
TRACTING PARTIES. The CONTRACTING

PARTIES shall promptly examine the
appplication to ascertain whether the
interests of all the materially affected
contracting parties have been duly
taken into account. If the CONTRACT-
ING PARTIES reach this conclusion, with
or without further consultations be-
tween the contracting parties con-
cerned, they shall release the applicant
contracting party from its obligations
under the relevant provision of this
Agreement, subject to such limitations
as the CONTRACTING PARTIES may im-
pose, or

(b) May initially, or in the event of
failure to reach complete or substan-
tial agreement under sub-paragraph
(a), apply to the CONTRACTING PARTIES.
The CONTRACTING PARTIES shall prompt-
Iy transmit the statement submitted
under paragraph 6 to the contracting
party or parties which are determined
by the CONTRACTING PARTIES to be ma-
terially affected by the proposed meas-
tire. Such contracting party or parties
shall, within the time limits prescribed
by the CONTRACTING PARTIES, Inform
them whether, In the light of the antici-
Pated effects of the proposed measure
on the economy of the territory of such
contracting party or parties, there is
any objection to the proposed measure.
The CONTRACTING PARTIES shall,

(I) If there Is no objection to the
proposed measure on the part of
the affected contracting party or
parties, immediately release the
applicant contracting party from
its obligations under the relevant
provision of this Agreement; or
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(b) The applicant Member shall ap-
ply any measure permitted under sub-
paragraph (a) in such a way as to avoid
unnecessary damage to the commercial
or economic interests of any other
Member, including interests under the
provisions of Articles 3 and 9.

8. If the proposed measure does not
fall within the provisions of paragraph
7, the Member

(a) may enter into direct consulta-
tions with the Member or Members
which, in its judgment, would be ma-
terially affected by the measure. At
tha same time, the Member shall in-
form the Organization of such consul-
tations in order to afford it an oppor-
tunity to determine whether all ma-
terially affected Members are included
within the consultations. Upon com-
plete or substantial agreement being
reached, the Menber interested in tak-
ing the measure shall apply to the Or-
ganization. The Organization shall
promptly examine the application to
ascertain whether the interests of all
the materially affected Members have
been duly taken into account. If the
Organization reaches this conclusion,
with or without further consultations
between the Members concerned, it shall
release the applicant Member from its
obligations under the relevant provision
of Chapter IV, subject to such limita-
tions as the Organization may impose;
or

(b) may initially, or in the event o,
failure to reach complete or substantial
agreement under sub-paragraph (a),
apply to the Organization. The Or-
ganization shall promptly transmit the
statement submitted under paragraph
6 to the Member or Members which are
determined by the Organization to be
materially affected by the proposed
measure. Such Member or Members
shall, within the time limits prescribed
by the Organization, Inform it whether,
in the light of the anticipated effects of
the proposed measure on the economy
of such Member country or countries,
there is any objection to the proposed
measure. The Organization shall,

(I) if there Is no objection to
the proposed measure on the part
of the affected Member or Mem-
bers, immediately release the ap-
plicant Member fromn its obligations
under the relevant provision of
Chapter IV; or
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(ii) If there is objection, prompt-
ly examine the proposed measure,
having regard to the provisions of
this Agreement, to the considera-
tions presented by the applicant
contracting party and its need for
economic development or recon-
struction, to the views of the con-
tracting party or parties deter-
mined to be materially affected, and
to the effect which the proposed
measure, with or without modifi-
cation is likely to have, immedi-
ately and in the long run, on inter-
national trade, and, in the long
run, on the standard of living with-
in the territory of the applicant
contracting party. If, as a result
of such examination, the CONTRACT-
ING PARTIES concur in the proposed
measure, with or without modifica-
tion, they shall release the appli-
cant contracting party from its
obligations under the relevant pro-
vision of this Agreement, subject
to such limitations as they may im-
pose.

9. If, in anticipation of the concur-
rence of the CONTRACTrNo PARTIES in
the adoption of a measure referred to
in paragraph 6, there should be an
increase or threatened increase in the
imports of any product concerned, in-
cluding products which can be directly
substituted therefor, so substantial as
to jeopardize the establishment, de-
velopment or reconstruction of the in-
dustry or branch of agriculture con-
cerned, and if no preventive measures
consistent with this Agreement can be
found which seem likely to prove effec-
tive, the applicant contracting party
may, after Informing, and when practi-
cable consulting with, the CONTRACTING
PARTIS, adopt such other measures as
the situation may require, pending a
decision by the CONTRACTNG PARTIES
on the contracting party's application;
provided that such measures do not
reduce imports below the level obtain-
ing in the most recent representative
period preceding the date on which
notification was given under para-
graph 6.

10. The CoNm.croG PzriEs shall,
at the earliest opportunity but ordi-
narily within fifteen days after receipt
of an application under the provisions
of paragraph 7 or sub-paragraphs (a)
or (b) of paragraph 8, advise the
applicant contracting party of the date
by which it will be notified whether
or not it is released from the relevant

ITO CHARTER

(ii) if there is objection, prompt-
ly examine the proposed measure,
having regard to the provisions of
this Charter, to the considerations
presented by the applicant Men,-
ber and its need for economic de-
velopment or reconstruction, to the
views of the Member or Members
determined to be materially affect-
ed, and to the effect which the
proposed measure, with or with-
out modification, is likely to have,
immediately and in the long run,
on international trade, and, in the
long run, on the standard of living
within the territory of the appli-
cant Member. If, as a result of
such examination, the Organization
concurs in the proposed measure,
with or without modification, it
shall release the applicant Member
from its obligations under the rele-
vant provision of Chapter IV, sub-
ject to such limitations as it may
impose.

9. If, in anticipation of the concur-
rence of the Organization in the adop-
tion of a measure referred to in para-
graph 6, there should be an increase
or threatened increase In the imports of
any product concerned, including prod-
ucts which can be directly substituted
therefor, so substantial as to Jeopardize
the establishment, development or re-
construction of the industry or branch
of agriculture concerned, and if no
preventive measures consistent with this
Charter can be found which seem likely
to prove effective, the applicant Meni-
ber may, after informing, and when
practicable consulting with, the Organ-
ization, adopt such other measures as
the situation may require, pending a
decision by the Organization on the
Member's application; Provided that
such measures do not reduce imports
below the level obtaining in the most re-
cent representative period preceding the
date on which notification was given
under paragraph 6.

10. The Organization shall, at the
earliest opportunity but ordinarily with-
in fifteen days after receipt of an
application under the provisions of
paragraph 7 or sub-paragraphs (a) or
(b) of paragraph 8, advise the appli-
cant Member of the date by which it
will be notified whether or not it is
released from the relevant obligation.
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obligation. This shall be the earliest
practicable date and not later than
ninety days after receipt of such ap-
plication; provided that, if unforeseen
difficultiess arise before the date set,
the period may be extended after con-
sultation with the applicant contract-
ing party. If the applicant contract-
ing party is not so notified by the date
set, it may, after informing the CON-
ThACTING PARTIES, institute the proposed
measure.

11. Any contracting party may main-
tain any non-discriminatory protective
measure affecting imports in force on
1 September 1947 which has been im-
posed for the establishment, develop-
ment or reconstruction of a particular
industry or branch of agriculture and
which is not otherwise permitted by this
Agreement; provided that notification
has been given to the other contracting
parties not later than 10 October 1947
of such measure and of each product
on which it is to be maintained and
of its nature and purpose.
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This shall be the earliest practicable
date and not later than ninety days
after receipt of such application; Pro-
vided that, if unforeseen difficulties
arise before the date set, the period
may be extended after consultation with
the applicant Member. If the applicant
Member is not so notified by the date
set, it may, after informing the Organ-
ization, institute the proposed measure.

ARTICLE 14. TRANSITIONAL MEASURES

1. Any Member may maintain any
non-discriminatory protective measure
affecting imports which has been im-
posed for the establishment, develop-
ment or reconstruction of a particular
industry or branch of agriculture and
which is not otherwise permitted by
this Charter, provided that notification
has been given of such measure and
of each product to which it relates:

(a) in the case of a Member signatory
to the Final Act of the Second Session
of the Preparatory Committee of the
United Nations Conference on Trade
and Employment, not later than October
10, 1947, in respect of measures in force
on September 1, 1947. subject to de-
cisions made under paragraph 6 of
Article XVIII of the General Agree-
ment on Tariffs and Trade; except that
if in special circumstances the CoN-
TRACTING PARTIES to that Agreement
agree to dates other than those speci-
fied in this sub-paragraph, such other
dates shall apply;

(b) in the case of any other Member,
not later than the day on which it de-
posits its instrument of acceptance of
this Charter, in respect of measures in
force on that day or on the day of the
entry into force of the Charter, which-
ever is the earlier;
and provided further that notification
has been given under sub-paragraph
(a) to the other signatories to the Final
Act of the Second Session of the Pre-
paratory Committee of the United
Nations Conference on Trade and Em-
ployment and under sub-paragraph (b)
to the Organization, or, if the Charter
has not entered into force on the day of
such notification, to the signatories to
the Final Act of the United Nations
Conference on Trade and Employment.
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12. Any contracting party maintain-
ing such measure shall within sixty
days of becoming a contracting party
submit to the CONTRACTING PARTIES a
statement of the considerations in sup-
port of the maintenance of the meas-
ure and the period for which it wishes
to maintain it. The CONTRAC7ING
PARTMFIS shall, as soon as possible, but
in any case within twelve months from
the date on which such contracting
party becomes a contracting party, ex-
amine and give a decision concerning
the measure as if it had been sub-
mitted to the CONTRACTING PARTIES for
their concurrence under paragraphs 1
to 10 inclusive of this article.

13. The provisions of paragraphs 11
and 12 of this article shall not apply to
any measure relating to a product in
respect of which the contracting party
has assumed an obligation under article
II of this Agreement.

14. In cases where the CONTRACTING
PARTIES decide that a measure should
be modified or withdrawn by a speci-
fied date, they shall have regard to the
possible need of a contracting party
for a period of time in which to make
such modification or withdrawal.
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2. Any Member maintaining any such
measure, other than a measure approved
by the CONTRACTING PARTIES to the Gen-
eral Agreement under paragraph 6 of
Article XVIII of that Agreement, shall,
within one month of becoming a Mem-
ber of the Organization, submit to it a
statement of the considerations in sup-
port of the maintenance of the measure
and the period for which it wishes to
maintain it. The Organization shall, as
soon as possible, but in any case within
twelve months of such Member becom-
ing a Member of the Organization, ex-
amine and give a decision concerning the
measure as if it had been submitted to
the Organization for its concurrence
under Article 13.

3. Any measure, approved in accord-
ance with the provisions of Article
XVIII of the General Agreement, and
which Is in effect at the time this Char-
ter enters into force, may remain in
effect thereafter, subject to the condi-
tions of any such approval and, if the
Organization so decides, to review by
the Organization.

4. This Article shall not apply to any
measure relating to a product in re-
spect of which the Member has assumed
an obligation through negotiations pur-
suant to Chapter IV.

5. In cases where the Organization
decides that a measure should be modi-
fied or withdrawn by a specified date,
it shall have regard to the possible need
of a Member for a period of time In
which to make such modification or
withdrawal.

AD ARTICLE XVIII

(From Annex I)

Pargraphl 3
The clause referring to the increas-

ing of a most-favoured-nation rate in
connexion with a new preferential
agreement will only apply after the
insertion in article I of the new para-
graph 3 by the entry into force of the
amendment provided for in the Proto-
col Modifying Part I and article XXIX
of the General Agreement on Tariffs and
Trade, dated 14 September 1948.

122



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARIFFS AND
TRADE

Paragraph 7 (a) (ii) and (iii)
The word "processing," as used in

these sub-paragraphs, means the trans-
formation of a primary commodity or of
a by-product of such transformation Into
semi-finished or finished goods but does
not refer to highly developed industrial
processes.

ARTICLE XIX. EMERGENCY ACTION ON
IMPORTS OF PARTICULAR PRODUCTS

1. (a) If, as a result of unforeseen
developments and of the effect of the
obligations incurred by a contracting
party under this Agreement, including
tariff concessions, any product is being
imported into the territory of that con-
tracting party In such increased quan-
tities and under such conditions as to
cause or threaten serious injury to do-
inestic producers in that territory of
like or directly competitive products,
the contracting party shall be free, in
respect of such product, and to the
extent and for such time as may be
necessary to prevent or remedy such
injury, to suspend the obligation in
whole or in part or to withdraw or
modify the concession.

(b) If any product, which is the sub-
ject of a concession with respect to a
preference, is being imported into the
territory of a contracting party in the
circumstances set forth in sub-para-
graph (a) of this paragraph, so as to
cause or threaten serious injury to do-
niestic producers of like or directly com-
petitive products in the territory of a
contacting party which receives or re-
ceived such preference, the importing
contracting party shall be fre, if that
(t her contracting party so requests, to
suspend the relevant obligation in whole
or in part or to withdraw or modify the
concession in respect of the product, to
the extent and for such time as may be
necessary to prevent or remedy such
injury.

2. Before any contracting party shall
take action pursuant to the provisions
of paragraph 1 of this Article, it shall
give notice in writing to the CONTRACT-
ING PARTIES as far in advance as may be
practicable and shall afford the CON-
TRACTING PARTIEs and those contracting
Parties having a substantial interest as
exporters of the product concerned an
Opportunity to consult with it in respect
of the proposed action. When such no-
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AD ARTICLE 13

(From Annex P)

Paragraphs 7 (a) (ii) and (iii)
The word "processing". as used in

these sub-paragraphs, means the trans-
formation of a primary commodity or of
a by-product of such transformation into
semi-finished or finished goods but does
not refer to highly developed industrial
processes.

ARTICLE 40. EMERGENCY ACTION ON
IMPORTS OF PARTICULAR PRODUCTS

1. (a) If, as a result of unforeseen
developments and of the effect of the ob-
ligations incurred by a Member under
or pursuant to this Chapter, including
tariff concessions, any product is being
imported into the territory of that
Member in such relatively increased
quantities and under such conditions
as to cause or threaten serious injury
to domestic producers in that territory
of like or directly competitive products.
the Member shall be free, in respect of
such product, and to the extent aud for
such time as may be necessary to pre-
vent or remedy such injury, to suspend
the obligation in whole or in part or
to withdraw or modify the concession.

(b) If any product which is the sub-
Ject of a concession with respect to a
preference is being imported into the
territory of a Member in the circum-
stances set forth in sub-paragraph (a),
so as to cause or threaten serious injury
to domestic producers of like or directly
competitive products in the territory of
a Member which receives or received
such preference, the importing Member
shall be free,if that other Member so,
requests, to suspend the relevant obli-
gation in whole or in part or to with--
draw or modify the concession in respect
of the product, to the extent and for
such time as may be necessary to pre-
vent or remedy such injury.

2. Before any Member shall take ac-
tion pursuant to the provisions of par-
agraph 1, it shall give notice in writing:
to the Organization as far In advance
as may be practicable and shall afford
the Organization and those Members
having a substantial Interest as ex-
porters of the product concerned an
opportunity to consult with it in respect
of the proposed action. When such no-
tice is given in regard to a concessiba
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tice is given in relation to a concession
with respect to a preference, the notice
shall name the contracting party which
has requested the action. In critical
circumstances, where delay would cause
damage which it would be difficult to
repair, action under paragraph 1 of this
Article may be taken provisionally with-
out prior consultation, on the condition
that consultation shall be effected im-
mediately after taking such action.

3. (a) If agreement among the inter-
ested contracting parties with respect
to the action is not reached, the con-
tracting party which proposes to take or
continue the action shall, nevertheless,
be free to do so. and if such action is
taken or continued, the affected con-
tracting parties shall then be free, not
later than ninety days after such action
is taken, to suspend, upon the expira-
tion of thirty (lays from the day on
which written notice of such suspension
is received by the CONTRADICTING PARTIES,
the application to the trade of the con-
tracting party taking such action, or, in
the case envisaged in paragraph 1 (b)
of this Article, to the trade of the con-
tracting party requesting such action, of
such substantially equivalent obliga-
tions or concessions under this Agree-
ment the suspension of which the CON-
TRACTING PARTTFS do not disapprove.

(b) Notwithstanding the provisions
of sub-paragraph (a) of this paragraph,
where action is taken under paragraph
2 of this Article without prior consulta-
tion and causes or threatens serious
injury in the territory of a contracting
party to the domestic producers of prod-
ucts affected by the action, that con-
tracting party shall, where delay would
cause damage difficult to repair, be free
to suspend, upon the taking of the action
and throughout the period of consulta-
tion, such obligations or concessions as
may be necessary to prevent or remedy
the injury.
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relating to a preference, the notice shall
name the Member which has requested
the action. In circumstances of special
urgency, where delay would cause dam-
age which it would be difficult to repair.
action under paragraph 1 may be taken
provisionally without prior consultation
on the condition that consultation shall
be effected immediately after taking
such action.

3. (a) If agreement among the inter-
ested Members with respect to the action
is not reached, the Member which pro-
poses to take or continue the action
shall, nevertheless, be free to do so, and
if such action is taken or continued, the
affected Members shall then be free, not
later than ninety days after such action
is taken, to suspend, upon the expira-
tion of thirty days from the (lay on
which written notice of such suspension
is received by the Organization, the ap-
plication to the trade of the Member
taking such action, or, in the case en-
visaged in paragraph 1 (b), to the trade
of the Member requesting such action,
of such substantially equivalent obliga-
tions or concessions under or pursuant
to this Chapter the suspension of which
the Organization does not disapprove.

(b) Notwithstanding the provisions
of sub-paragraph (d), where action is
taken without prior consultation under
paragraph 2 and causes or threatens
serious injury in the territory of a Mem-
ber to the domestic producers of prod-
ucts affected by the action, that Member
shall, where delay would cause damage
difficult to repair, be free to suspend,
upon the taking of the action and
throughout the period of consultation,
such obligations or concessions as may
be necessary to prevent or remedy the
injury.

4. Nothing in this Article shall he
construed

(i) to require any Member, in con-
nection with the withdrawal or modifica-
tion by such Member of any concession
negotiated pursuant to Article 17, to
consult with or obtain the agreement of
Members others than those Members
which are contracting parties to the
General Agreement on Tariffs and
Trade, or

(b) to authorize any Member which
is not a contracting party to that Agree-
ment, to withdraw from or suspend ob-
ligations under this Charter by reason
of the withdrawal or modification of
such concession.
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ARTICLE XX. GENERAL EXCEPTIONS

Subject to the requirement that such
measures are not applied in a manner
which would constitute a means of ar-
bitrary or unjustifiable discrimination
between countries where the same con-
ditions prevail, or a disguised restric-
tion on international trade, nothing in
this Agreement shall be construed to
prevent the adoption or enforcement by
any contracting party of measures:

(a) necessary to protect public
morals;

(b) necessary to protect human,
animal or plant life or health;

(c) relating to the importation
or exportation of gold or silver;

(d) necessary to secure compli-
ance with laws or regulations
which are not inconsistent with the
provisions of this Agreement, in-
cluding those relating to customs
enforcement, the enforcement of
monopolies operated under para-
graph 4 of Article II and Article
XVII, the protection of patents,
trade marks and copyrights, and the
prevention of deceptive practices;

(e) relating to the products of
prison labour;

(f) imposed for the protection of
national treasures of artistic, his-
toric or archaeological value;

(g) relating to the conservation
of exhaustible natural resources if
such measures are made effective
in conjunction with restrictions on
domestic production or consump-
tion ;

(h,) undertaken in pursuance of
obligations under intergovernment-
al commodity agreements, conform-
ing to the principles approved by
the Economic and Social Council
of the United Nations in it-, Resolu-
tion of March 28. 1947, establishing
an Interim Co-ordinating Commit-
tee for International Commodity
Arrangements; or
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AD ARTICLE 40

(From Annex P)

It is understood that any suspension,
withdrawal or modification under para-
graphs 1 (a), 1 (b) and 3 (b) must not
discriminate against imports from any
Member country, and that such action
should avoid, to the fullest extent pos-
sible, injury to other supplying Member
countries.

ARTICLE 45. GENERAL EXCEPTIONS TO
CHAPTER IV

1. Subject to the requirement that
such measures are not applied in a man-
ner which would constitute a means of
arbitrary or unjustifiable discrimination
between Member countries where the
same conditions prevail, or a disguised
restriction on international trade, noth-
ing in this Chapter shall be construed
to prevent the adoption or enforcement
by any Member of measures.

(a) (i) necessary to protect public
morals;

(ii) necessary to the enforcement
of laws and regulations relating to
public safety;

(iii) necessary to protect human,
animal or plant life or health;

(iv) relating to the importation
or exportation of gold or silver;

(v) necessary to secure compli-
ance with laws or regulations which
are not inconsistent with the pro-
visions of this Chapter, including
those relating to customs enforce-
ment, the enforcement of monopolies
operated under Section D of this
Chapter, the protection of patents,
trade marks and copyrights, and
the prevention of deceptive prac-
tices;

(vi) relating to the products of
prison labour;

(vii) imposed for the protection
of national treasures of artistic,
historic or archaeological value;

(viii) relating to the conserva-
tion of exhaustible natural re-
sources if such measures are made
effective in conjunction with restric-
tions on domestic production or
consumption;

(ix) taken in pursuance of In-
tergovernmental commodity agree-
ments concluded in accordance with
the provisions of Chapter VI;

(x) taken in pursuance of any
Inter-governmental a g r e e m e n t
which relates solely to the con-
servation of fisheries resources,
migratory birds or wild animals
and which is subject to the require-
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(i) Involving restrictions on ex-
ports of domestic materials neces-

sary to assure essential quantities
of such materials to a domestic pro-
cessing industry during periods
when tho domestic price of such
materials is held below the world

price as part of a governmental
stabilization plan; Provided that
such restrictions shall not operate
to increase the exports of or the

protection afforded to such domes-
tic industry, and shall not depart

from the provisions of this Agree-
ment relating to non-discrimina-
tion;

II. (a) essential to the acquisition

or distribution of products in gen-

eral or local short supply; Provided

that any such measures shall be

consistent with any multilateral
arrangements directed to an equi-

table international distribution of

such products or, in the absence of

such arrangements, with the prin-

ciple that all contracting parties are

entitled to an equitable share

of the international supply of such
products;

(b) essential to the control of

prices by a contracting party un-

dergoing shortages subsequent to

the war; or
(c) essential to the orderly

liquidation of temporary sur-

pluses of stocks owned or controlled

by the government of any contract-

ing party or of industries devel-

oped in the territory of any con-

tracting party owing to the exi-

gencies of the war which it would

be uneconomic to maintain in nor-

mal conditions; Provided that such

measures shall not be instituted by

any contracting party except after

consultation with other interested

contracting parties with a view to

appropriate international action.

Measures instituted or maintained

under part II of this Article which are

inconsistent with the other provisions

of this Agreement shall be removed as

soon as the conditions giving rise to

them have ceased, and in any event not

later than January 1, 1951; Provided

that this period may, with the concur-

rence of the CONTRACTING PARTIES, be

extended in respect of the application

of any particular measure to any par-

ticular product by any particular con-

tracting party for such further periods

as the CONTzACTxNG PARTIES may

specify.
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ments of paragraph 1 (d) of Article
70; or

(xi) involving restrictions on
exports of domestic materials nec-
essary to assure essential quanti-
ties of such materials to a domestic
processing industry during periods
when the domestic price of such ma-
terials is held below the world
price as part of a governmental
stabilization plan; Provided that
such restrictions shall not operate
to increase the exports of or the
protection afforded to such domes-
tice industry and shall not depart
from the provisions of this Chapter
relating to non-discrimination;

(b) (1) essential to the acquisition
or distribution of products in gen-
eral or local short supply; Provided
that any such measures shall be
consistent with any general inter-
governmental arrangements di-
rected to an equitable international
distribution of such products or,
in the absence of such arrange-
ments, with the principle that all
Members are entitled to an equita-
ble share of the international sup-
ply of such products;

(i) essential to the control of
prices by a Member country expe-
riencing shortages subsequent to
the Second World War; or

(iii) essential to the orderly
liquidation of temporary surpluses
of stocks owned or controlled by
the government of any Member
country, or of industries developed
in any Member country owing to the
exigencies of the Second World
War which it would be uneconomic
to maintain In normal conditions:
Provided that such measures shall
not be instituted by any Member
except after consultation with other
interested Members with a view to
appropriate international action.

2. Measures instituted or maintained
under paragraph 1 (b) which are in-
consistent with the other provisions of
this Chapter shall be removed as soon
as the conditions giving rise to them
have ceased, and in any event not later
than at a date to be specified by the
Organization; Provided that such date
may be deferred for a further period or
periods, with the concurrence of the
Organization, either generally or in
relation to particular measures taken
by Members in respect of particular
products.
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ARTICLE XXI. SECURITY EXCEPTIONS

Nothing in this Agreement shall be
construed

(a) to require any contracting party
to furnish any information the dis-
closure of which it considers contrary
to its essential security interests; or

(b) to prevent any contracting party
from taking any action which it con-
siders necessary for the protection of
its essential security interests

(I) relating to fissionable mate-
rials or the materials from which
they are derived;

(ii) relating to the traffic in
arms, ammunition and Implements
of war and to such traffic in other
goods and materials as is carried
on directly or indirectly for the
purpose of supplying a military
establishment;

(iii) taken in time of war or
other emergency in international
relations; or

(c) to prevent any contracting party
from taking any action in pursuance
of its obligations under the United
Nations Charter for the maintenance
of international peace and security.

ARTICLE XXII. CONSULTIATION

Each contracting party shall accord
sympathetic consideration to, and shall
afford adequate opportunity for con-
sultation regarding, such representa-
tions as may be made by any other
contracting party with respect to the
operation of customs regulations and
formalities, anti-dumping and counter-
vailing duties, quantitative and ex-
change regulations, subsidies, state-
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ARICLE 99. GENEMAL EXCEPTIONS

1. Nothing in this Charter shall be
construed

(a) to require a Member to furnish
any information the disclosure of which
it considers contrary to its essential
security interests; or

(b) to prevent a Member from tak-
ing, either singly or with other States,
any action which it considers necessary
for the protection of its essential secu-
rity interests, where such action

(I) relates to fissionable mate-
rials or to the materials from
which they are derived, or

(ii) relates to the traffic in
arms, ammunition or implements
of war, or to traffic in other goods
and materials carried on directly
or indirectly for the purpose of
supplying a military establishment
of the Member or of any other
country, or

(iii) is taken in time of war or
other emergency in international
relations; or

(c) to prevent a Member from enter-
ing into or carrying out any inter-gov-
ernmental agreement (or other agree-
ment on behalf of a government for
the purpose specified in this sub-para-
graph) made by or for a military estab-
lishment for the purpose of meeting
essential requirements of the national
security of one or more of the partici-
pating countries; or

(d) to prevent action taken in ac-
cordance with the provisions of Annex
M to this Charter.

2. Nothing in this Charter shall be
construed to override

(a) any of the provisions of peace
treaties or permanent settlements re-
sulting from the Second World War
which are or shall be in force and
which are or shall be registered with
the United Nations, or

(b) any of the provisions of instru-
ments creating Trust Territories or 'any
other special regimes established by the
United Nations.

ARTICLE 41. CONSULTATION

Each Member shall accord sympa-
thetic consideration to, and shall afford
adequate opportunity for consultation
regarding, such representations as may
be made by any other Mmber with
respect to the operation of customs regu-
lations and formalities, anti-dumping
and countervailing duties, quantitative
and exchange regulations, internal price
regulations, subsidies, transit regula-
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trading operations, sanitary laws and
regulations for the protection of human,
animal or plant life or health, and
generally all matters affecting the op-
eration of this Agreement.

ARTICLE XXIII. NULLIFICATION O1a

IMPAIRMENT

1. If any contracting party should
consider that any benefit accruing to it
directly or indirectly under this Agree-
ment is being nullified or impaired or
that the attainment of any objective of
the Agreement is being impeded as the
result of (a) the failure of another
contracting party to carry out its obli-
gations under this Agreement, or (b)
the application by another contracting
party of any measure, whether or not
it conflicts with the provisions of this
Agreement, or (c) the existence of any
other situation, the contracting party
may, with a view to the satisfactory
adjustment of the matter, make written
representations or proposals to the
other contracting party or parties which
it considers to be concerned. Any con-
tracting party thus approached shall
give sympathetic consideration to the
representations or proposals made to it.

2. If no satisfactory adjustment is
effected between the contracting parties
concerned within a reasonable time, or
if the difficulty is of the type described
in paragraph 1 (c) of this Article, the
matter may be referred to the CONTRACT-
ING PARTIES. The CONTRACTING PAR-
TIES shall promptly investigate any mat-
ter so referred to them and shall make
appropriate recommendations to the
contracting parties which they consider
to be concerned, or give a ruling on the
matter, as appropriate. The CONTRACT-
ING PARTIES may consult with contract-
ing parties, with the Economic and So-
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tions and practices, state trading, sani-
tary laws and regulations for the pro-
tection of human, animal or plant life
or health, and generally with respect to
all matters affecting the operation of
this Chapter,

AD ARTICLE 41

(From Annex P)

The provisions for consultation re-
quire Members subject to the exceptions
specifically set forth in this Charter, to
supply to other Members, upon request,
such information as will enable a full
and fair appraisal of the matters which
are the subject of such consultation, in-
cluding the operation of sanitary laws
and regulations for the protection of
human, animal or plant life or health,
and other matters affecting the appli-
cation of Chapter IV.

ARTICLE 92, RELIANCE ON THE PROCEDURES
OF THE CHARTER

1. The Members undertake that they
will not have recourse, in relation to
other Members and to the Organization,
to any procedure other than the pro-
cedure, envisaged in this Charter for
complaints and the settlement of differ-
ences arising out of its operation.

2. The .Members also undertake, with-
out prejudice to any other international
agreement, that they will not have re-
course to unilateral economic measures
of any kind contrary to the provisions
of this Charter.

ARTICLE 93. CONSULTATION AND
ARBITRATION

1. If any Member considers that any
benefit accruing to it directly or in-
directly, implicity or explicitly, under
any of the provisions of this Charter
other than Article 1, is being nullified
or impaired as a result of

(a) a breach by a Member of an
obligation under this Charter by action
or failure to act, or

(b) the application by a Member of
a measure not conflicting with the pro-
visions of this Charter, or

(c) the existence of any other sit-
uation
the Member may, with a view to the
satisfactory adjustment of the matter,
make written representations or pro-
posals to such other Member or Mem-
bers as it considers to be concerned,
and the Members receiving them shall
give sympathetic consideration thereto.

128



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARIFFS AND
TRADE

cial Council of the United Nations and
with any appropriate inter-govern-
mental organization in cases where they
consider such consultation necessary.
If the CONTRACTING PARTIES consider
that the circumstances are serious
enough to justify such action, they may
authorize a contracting party or parties
to suspend the application to any other
contracting party or parties of such

obligations or concessions under this
Agreement as they determine to be ap-
propriate in the circumstances. If the
Application to any contracting party of
any obligation or concession is in fact
suspended, that contracting party shall
then be free, not later than sixty days
after such action is taken, to advise
the Secretary-General of the United Na-
tions in writing of its intention to with-
draw from this Agreement and such
withdrawal shall take effect upon the
expiration of sixty days from the day on
which written notice of such with-
drawal is received by him.

ITO CHARTER

2. The Members concerned may sub-
mit the matter arising under paragraph
1 to arbitration upon terms agreed be-
tween them; Provided, that the decision
of the arbitrator shall not be binding
for any purpose upon the Organization
or upon any Member other than the
Members participating in the arbitra-
tion.

3. The Members concerned shall in-
form the Organization generally of the
progress and outcome of any discussion,
consultation or arbitration undertaken
under this Charter.

ARTICLE 9 4. REFERENCE TO THE EXECUTIVE
BOARD

1. Any matter arising under sub-
paragraphs (a) or (b) of paragraph 1
of Article 93 which is not satisfactorily
settled and any matter which arises
under paragraph 1 (c) of Article 93
may be referred by any Member con-
cerned to the Executive Board.

2. The Executive Board shall
promptly investigate the matter and
shall decide whether any nullification
or impairment within the terms of par-
agraph 1 of Article 93 in fact exists.
It shall then take such of the follow-
ing steps as may be appropriate:

(a) decide that the matter does not
call for any action;

(b) recommend further consultation
to the Members concerned;

(c) refer the matter to arbitration
upon such terms as may be agreed be-
tween the Executive Board and the
Members concerned;

(d) in any matter arising under
paragraph 1 (a) of Article 93, request
the Member concerned to take such ac-
tion as may be necessary for the Mem-
ber to conform to the provisions of this
Charter;

(e) in any matter arising under sub-
paragraph (b) or (c) of paragraph 1
of Article 93, make such recommenda-
tions to Members as will best assist the
Members concerned and contribute to a
satisfactory adjustment.
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3. If the Executive Board considers
that action under sub-paragraph (d)
and (e) of paragraph 2 is not likely to
be effective in time to prevent serious
injury, and that any nullification or
impairment found to exist within the
terms of paragraph 1 of Article 93 is
sufficiently serious to justify such ac-
tion, it may, subject to the provisions
of paragraph 1 of Article 95, release
the Member or Members affected from
obligations or the grant of concessions
to any other Member or Members un-
der or pursuant to this Charter, to the
extent and upon such conditions as it
considers appropriate and compensa-
tory, having regard to the benefit which
has been nullified or impaired.

4. The Executive Board may, in the
course of its investigation, consult
with such Members or inter-govern-
mental organizations upon such mat-
ters within the scope of this Charter as
it deems appropriate. It may also con-
sult any appropriate commission of the
Organization on any matter arising un-
der this Chapter.

5. The Executive Board may bring
any matter, referred to it under this
Article, before the Conference at any
time during its consideration of the
matter.

ARTICLE 95. REFERENCE TO THE
CONFERENCE

1. The Executive Board shall, if re-
quested to do so within thirty days by
a Member concerned, refer to the Con-
ference for review any action, decision
or recommendation by the Executive
Board under paragraphs 2 or 3 of Ar-

. ticle 94. Unless such review has been
tA asked for by a Member concerned, Mem-
ow bers shall be entitled to act in accord-
k, ance with any action, decision or recom-
b. mendation of the Executive Beard un-

der paragraphs 2 or 3 of Article 94. The
Conference shall confirm, modify or re-
verse such action, decision or recom-
mendation referred to It under this
paragraph.

2. Where a matter arising under this
Chapter has been brought before the
Conference by the Executive Board, the
Conference shall follow the procedure
set out In paragraph 2 of Article 94 for
the Executive Board.

8. If the Conference considers that
any nullification or impairment found
to exist within the terms of paragraph
1 (a) of Article 98 is sufficiently serious
to justify such action, it may release
the Member or Members affected from
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obligations or the grant of concessions
to any other Member or Members un-
der or pursuant to this Charter, to the
extent and upon such conditions as it
considers appropriate and compensa-
tory, having regard to the benefit which
has been nullified or impaired. If the
Conference considers that any nullifica-
tion or impairment found to exist within
the terms of sub-paragraphs (b.) or (c)
of paragraph 1 of Article 93 is sufficient-
ly serious to justify such action, it may
similarly release a Member or Mem-
bers to the extent and upon such condi-
tions as will best assist the Members
concerned and contribute to a satisfac-
tory adjustment.

4. When any Member or Members, in
accordance with the provisions of para-
graph 3, suspend the performance of any
obligation or the grant of any conces-
sion to another Member, the latter Mem-
ber shall be free, not later than sixty
days after such action is taken, or if
an opinion has been requested from the
International Court of Justice pursuant
to the provisions of Article 93, after such
opinion has been delivered, to give writ-
ten notice of its withdrawal from the
Organization. Such withdrawal shall
become effective upon the expiration of zz '
sixty days from the day on which such *f
notice is received by the Director-
General.

ARTICLE 96. REFERENCE TO THE INTER-
NATIONAL COURT OF JUSTICE

1. The Organization may, in accord-
ance with arrangements made pursuant
to paragraph 2 of Article 96 of the C
Charter of the United Nations, request
from the International Court of Justice
advisory opinions on legal questions
arising within the scope of the activities
of the Organization.

2. Any decision of the Conference
under this Charter shall, at the instance 0
of any Member whose interests are
prejudiced by the decision, be subject
to review by the International Court of
Justice by means of a request, in appro-
priate form, for an advisory opinion
pursuant to the Statute of the Court.

3. The request for an opinion shall be
accompanied by a statement of the ques-
tion upon which the opinion is required
and by all documents likely to throw
light upon the question. This statement
shall be furnished by the Organization
in accordance with the Statute of the
Court jand after consultation with the
Members substantially interested.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

AGREEMENT ON TARIFFS AND
TRADE

ITO CHARTER

4. Pending the delivery of the opinion
of the Court, the decision of the Con-
ference shall have full force and effect;
Provided that the Conference shall sus-
pend the operation of any such decision
pending the delivery of the opinion
where, in the view of the Conference,
damage difficult to repair would other-
wise be caused to a Member concerned.

5. The Organization shall consider it-
self bound by the opinion of the Court
on any question referred by it to the
Court. In so far as it (toes not accord
with the opinion of the Court, the deci-
sion in question shall be modified.

ARTICLE 97. MISCELLANEOUS PROVISIONS

1. Nothing in this Chapter shall be
construed to exclude other procedures
provided for in this Chapter for con-
sultation and the settlement of differ-
ences arising out of its operation. The
Organization may regard discussion,
consultation or investigation under-
taken under any other provisions of this
Charter as fulfilling, either in whole
or in part, any similar procedural re-
quirement in this Chapter.

2. The Conference and the Executive
Board shall establish such rules of pro-
cedure as may be necessary to carry out
the provisions of this Chapter.

ARTICLE XXIV. TERRITORIAL APPLICA-
TION-FRONTIER TRAFFIC--CUSTOMS
UNIONS AND FREE-TRADE AREAS

1. The provisions of this Agreement
shall apply to the metropolitan customs
territories of the contracting parties
and to any other customs territories in
respect of which- this Agreement has
been accepted under Article XXVI or
is being applied under Article XXXIII
or pursuant to the Protocol of Provi-
sional Application. Each such customs
territory shall, exclusively for the pur-
poses of the territorial application of
this Agreement, be treated as though
it were a contracting party; Provided
that the provisions of this paragraph
shall not be construed to create any
rights or obligations as between two or
more customs territories in respect of
which this Agreement has been ac-
cepted under Article XXVI or is being
applied under Article XXXIII or pur-
suant to the Protocol of Provisional Ap-
lication by a single contracting party.

2. For the purposes of this Agree-
ment a customs territory shall Ie un-
derstood to mean any territory with
respect to which separate tariffs or

ARTICLE 42. TERRITORIAL APPLICATION OF
CHAPTER IV

1. The provisions of Chapter IV shall
apply to the metropolitan customs ter-
ritories of the Members and to any
other customs territories in respect of
which this Charter has been accepted
in accordance with the provisions of
Article 104. Each such customs ter-
ritory shall, exclusively for the pur-
poses of the territorial application of
Chapter IV, be treated as though it
were a Member; Provided that the pro-
sions of this paragraph shall not be
construed to create any rights or obli-
gations as between two or more cus-
toms territories in respect of which this
Charter has been accepted by a single
Member.

2. For the purposes of this Chapter
a customs territory shall be understood
to mean any territory with respect to
which separate tariffs or other regu-
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other regulations
maintained for a
the trade of such
territories.

of commerce are
substantial part of
territory with other

lations of commerce are maintained for
a substantial part of the trade of such
territory with other territories.

ARTICLE 43. FRONTIER TRAFFIC

3. The provisions of this Agreement
shall not be construed to prevent:

(a) advantages accorded by any
contracting party to adjacent coun-
tries in order to facilitate frontier traf-
fic;

(b) advantages accorded to the trade
with the Free Territory of Trieste by
countries contiguous to that territory,
provided that such advantages are not
in conflict with the Treaties of Peace
arising out of the Second World War.

4. The contracting parties recognize
the desirability of increasing freedom
of trade by the development, through
voluntary agreements, of closer inte-
gration between the economies of the
countries parties to such agreements.
They also recognize that the purpose
of a customs union or of a free-trade
area should be to facilitate trade be-
tween the parties and not to raise, Iar-
riers to the trade of other contracting
parties with such parties.

5. Accordingly, the provisions of this
Agreement shall not prevent, as be-
tween the territories of contracting par-
ties, the formation of a customs union
or of a free-trade area or the adoption
of an interim agreement necessary for
the formation of a customs union or of
a free-trade area; Provided that:

(a) with respect to a customs union,
or an interim agreement leading to the
formation of a customs union, the duties
and other regulations of commerce im-
posed at the institution of any such
union or interim agreement in respect
of trade with contracting parties not
parties to such union or agreement shall
not on the whole be higher or more re-
strictive than the general incidence of
the duties and regulations of commerce
applicable in the constituent territories
prior to the formation of such union
or the adoption of such interim agree-
"lent, as the case may be;

(b) with respect to a free-trade area,
or an interim agreement leading to the
formation of a free-trade area, the du-
ties and other regulations of commerce
maintained in each of the constituent
territories and applicable at the forma-

The provisions of this Chapter shall
not be construed to prevent:

(a) advantages accorded by any
Member to adjacent countries in order
to facilitate frontier traffic;

(b) advantages accorded to the
trade with the Free Territory of Trieste
by countries contiguous to that terri-
tory, provided that such advantages are
not in conflict with the Treaties of
Peace arising out of the Second Vorld
War.

ARTICLE 44. CUSTOMS UNIONS AND F-

TRADE AREAS

1. Members recognize the desirability
of increasing freedom of trade by the
development, through voluntary agree-
iuents, of closer integration between the
economies of the countries parties to
such a.greements. They also recognize
that the purpose of a customs union or
free-trade area should be to facilitate
trade between the parties and not to
raise barriers to the trade of other
Member countries with such parties.

'2. Accordingly. the provisions of this
Chapter shall not prevent, as between
tile territories of Members, the forma-
tion of a customs union or of a free-
trade area or the adoption of an in-
terim agreement necessary for the for-
mation of a customs union or of a free-
trade area; Provided that:

(a) with respect to a customs union,
or an interim agreement leading to the
formation of a customs union, the du-
ties and other regulations of commerce
imposed at the institution of any such
union or interim agreement in respect
of trade with Member countries not
parties to such union or agreement shall
not on the whole be higher or more re-
strictive than the general incidence of
the duties and regulations of commerce
applicable in the constituent territories
prior to the formation of such union
or the adoption of such interim agree-
ment, as the case may be;

(b) with respect to a free-trade area,
or an interim agreement leading to the
formation of a free-trade area, the du-
ties and other regulations of commerce
maintained in each of the constituent
territories and applicable at the forma-
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tion of such free-trade area or the adop-
tion of such interim agreement to the
trade of contracting parties not in-
cluded in such area or not parties to
such agreement shall not be higher or
more restrictive than the correspond-
ing duties and other regulations of
commerce existing in the same con-
stituent territories prior to the forma-
tion of the free-trade area, or interim
agreement, as the case may be; and
(c) any interim agreement referred

to in sub-paragraphs (a) and (b) shall
include a plan and schedule for the for-
mation of such a customs union or of
such a free-trade area within a reason-
able length of time.

6. If in fulfilling the requirements of
sub-paragraph 5 (a), a contracting
party proposes to increase any rate of
duty inconsistently with the provisions
of Article II, the procedure set forth in
Article XXVIII shall apply. In pro-
viding for compensatory adjustment,
due account shall be taken of the com-
pensation already afforded by the re-
ductions brought about in the corre-
sponding duty of the other constituents
of the union.

7. (a) Any contracting party decid-
ing to enter into a customs union or free-
trade area, or an interim agreement
leading to the formation of such a union
or area, shall promptly notify the CoN-
TRACTINO PARTIES and shall make avail-
able to them such information regard-
ing the proposed union or area as will
enable them to make such reports and
recommendations to contracting parties
as they may deem appropriate.

(b) If, after having studied the plan
and schedule provided for in an interim
agreement referred to in paragraph 5
in consultation with the parties to that
agreement and taking due account of
the information made available in ac-
cordance with the provisions of sub-
paragraph (a), the CONTRAOrING PAR-
Trms find that such agreement is not like-
ly to result in the formation of a cus-
toms union or of a free-trade area with-
In the period contemplated by the par-
ties to the agreement or that such period
in not a reasonable one, the CONTRACTING
PARTIEs shall make recommendations to
the parties to the agreement. The par-
ties shall not maintain or put into force,
as the case may be, such agreement if
they are not prepared to modify it in
accordance with these recommenda-
tions.
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tion of such free-trade area or the
adoption of such interim agreement to
the trade of Member countries not in-
cluded in such area or not parties to
such agreement shall not be higher or
more restrictive than the corresponding
duties and other regulations of com-
merce existing in the same contsituent
territories prior to the formation of the
free-trade area, or interim agreement,
as the case may be; and

(c) any interim agreement referred
to in sub-paragraphs (a) or (b) shall
include a plan and schedule for the for-
mation of such a customs union or of
such a free-trade area within a reason-
able length of time.

3. (a) Any Member deciding to enter
into a customs union or free-trade area,
or an interim agreement leading to the
formation of such a union or area, shall
promptly notify the Organization and
shall make available to it such infor-
mation regarding the proposed union
or area as will enable the Organization
to make such reports and recommenda-
tions to Members as it may deem appro-
priate.

(b) If, after having studied the plan
and schedule provided for in an interim
agreement referred to In paragraph 2
in consultation with the parties to that
agreement and taking due account of
the information made available in ac-
cordance with the provisions of sub-
paragraph (a), the Organization finds
that such agreement is not likely to re-
sult in the formation of a customs union
or of a free-trade area within the period
contemplated by the parties to the agree-
ment or that such period is not a reason-
able one, the Organization shall make
recommendations to the parties to the
agreement. The parties shall not main-
tain or put into force, as the case may
be, such agreement if they are not pre-
pared to modify it in accordance with
these recommendations.
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(c) Any substantial change in the
plan or schedule referred to in para-
graph 5 (c) shall be communicated to
the CONTRACTING PARTIES, which may
request the contracting parties con-
cerned to consult with them if the
change seems likely to jeopardize or de-
lay unduly the formation of the customs
union or of the free-trade area.

8. For the purposes of this Agree-
ment:

(a) a customs union shall be under-
stood to mean the substitution of a sin-
gle customs territory for two or more
customs territories, so that

(i) duties and other restrictive
regulations of commerce (except,
where necessary, those permitted
under Article XI, XII, XIII, XIV,
XV and XX) are eliminated with
respect to substantially all the trade
between the constituent territories
of the union or at least with respect
to substantially all the trade in
products originating in such terri-
tories, and,

(ii) subject to the provisions of
paragraph 9, substantially the same
duties and other regulations of
commerce are applied by each of the
members of the union to the trade
of territories not included in the
union;

(b) A free-trade area shall be under-
stood to mean a group of two or more
customs territories in which the duties
and other restrictive regulations of com-
merce (except, where necessary, those
permitted under Articles XI, XII, XIII,
XIV, XV and XX) are eliminated on
substantially all the trade between the
constituent territories in products orig-
inating in such territories.

9. The preferences referred to in
paragraph 2 of Article I shall not be
affected by the formation of a customs
union or of a free-trade area but may
be eliminated or adjusted by means of
negotiations with contracting parties
affected. This procedure of negotiations
with affected contracting parties shall,
in particular, apply to the elimination
of preferences required to conform with
the provisions of paragraph 8 (a) (i)
and 'paragraph 8 (b).

10. The CONTRACrING PARTIEs may by
a two-thirds majority approve proposals
which do not fully coItply with the
requirements of paragraphs 5 to 9 in-
clusive, provided that such proposals
lead to the formation of a customs union
or a free-trade area in the sense of this
Article.
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(c) Any substantial change in the
plan or schedule referred to in pava-
graph 2 (c) shall be communicated to
the Organization, which may request
the Members concerned to consult with
it if the change seems likely to jeopard-
ize or delay unduly the formation of the
customs union or of the free-trade area.

4. For the purposes of this Charter:

(a) a customs union shall be under-
stood to mean the substitution of a sin-
gle customs territory for two or more
customs territories, so that

(i) duties and other restrictive
regulations of commerce (except,
where necessary, those permitted
under Section B of Chapter IV and
under Article 45) are eliminated
with respect'to substantially all the
trade between the constituent terri-
tories of the union or at least with
respect to substantially all the trade
in products originating in such ter-
ritories, and,

(ii) subject to the provisions of
paragraph 5, substantially the same
duties and other regulations of com-
merce are applied by each of the
members of the union to the trade
of territories not included in the
union;

(b) a free-trade area shall be under-
stood to mean a group of two or more
customs territories in which the duties
and other restrictive regulations of com-
merce (except, where necessary, those
permitted under Section B of Chapter
IV and under Article 45) are eliminated
on substantially all the trade between
the constituent territories in products
originating in such territories.

5. The preferences referred to in para-
graph 2 of Article 16 shall not be af-
fected by the formation of a customs
union or of a free-trade area but may
be eliminated or adjusted by means of
negotiations with Members affected.
This procedure of negotiations with af-
fected Members shall, in particular, ap-
ply to the elimination of preferences
required to conform with the provisions
of paragraph 4 (a) (i) and paragraph
4 (b).

6. The Organization may, by a two-
thirds majority of the Members present
and voting, approve proposals which do
not fully comply with the requirements
of the preceding paragraphs, provided
that such proposals lead to the forma-
tion of a customs union or of a free-
trade area in the sense of this Article.
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11. Taking into account the excep-
tional circumstances arising out of the
establishment of India and Pakistan as
Independent states and recognizing the
fact that they have long constituted an
economic unit, the contracting parties
agree that the provisions of this Agree-
ment shall not prevent the two countries
from entering into special arrangements
with respect to the trade between them,
pending the establishment of their mu-
tual trade relations on a definitive basis.

12. Each contracting party shall take
such reasonable measures as may be
available to it to ensure observance of
the provisions of this Agreement by the
regional and local governments and
authorities within its territory."

ITO CH&aTF%

ANNEX It. SPECIAL PROVISIONS REGARDING
INDIA AND PAKISTAN

(Referred to in Paragraph 1 (d)
of Article 99)

In view of the special circumstances
arising out of the establishment as inde-
pendent States of India and Pakistan,
which have long constituted an economic
unit, the provisions of this Charter shall
not prevent the two countries from
entering into special interim agreements
with respect to the trade between them,
pending the establishment of their recip-
rocal trade relations on a definitive
basis. When these relations have been
established, measures adopted by these
countries in order to carry out definitive
agreements with respect to their recip-
rocal trade relations, may depart from
particular provisions of the Charter,
provi(led that such measures are in gen-
eral consistent with the objectives of
the Charter.

AD ARTICLE XXIV

(From Annex I)

Paragraph 5
It is understood that the provisions of

Article I would require that, when a
product which has been imported into
the territory of a member of a customs
union or free-trade area at a preferen-
tial rate of duty is re-exported to the
territory of another member of such
union or area, the latter member should
collect a duty equal to the difference
between the duty already paid and the
most-favoured-nation rate.

Paragraph 11
Measures adopted by India and Pakis-

tan in order to carry out definitive trade
arrangements between them, once they
have been agreed upon, might depart

AD ARTICLE 44

(From Annex P)

Paragraph i
It is understood that the provisions

of Article 16 would require that, when
a product which has been imported into
the territory of a member of a customs
union or free-trade area at a preferen-
tial rate of duty is re-exported to the
territory of another member of such
union or area, the latter member should
collect a duty equal to the difference
between the duty already paid and the
most-favoured-nation rate.
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from particular provisions of this
Areement. but these measures would in
general be consistent with the objectives
of the Agreement.

ARTICLE XXV. JOINT ACTION BY THE
CONTRACTING P.\RTIES
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1. Representatives of the contracting
parties shall meet from time to time
for the purpose of giving effect to those
provisions (Yf this Agreement which in-
volve joint action and, generally, with
a view to facilitating the operation
and furthering the objectives of this
Agreement. Wherever reference is
iiade in this Agreement to the con-
tracting parties acting jointly they are
designated as the CONTRACTING PARTIES.

2. The Svcretary-(;eiieral of the
United Nations is requested to convene
the first meeting of the CONTRACTING
PARTIES which shall take place not
later than March 1, 1948.

3. Each contracting party shall be
entitled to have oiie vote at all meet-
iigs of the ('ONTIIACTING PARTIES.

4. Except as otherwise provided for
in this Agreement, decisions of the
CONTI.'OTING PARTIE-S shall be taken by
a majority of the votes cast.

5. (a) In exceptional circumstances
iwt elsewhere provided for in this
Agreement, the CONTRACTING PARTIES
may waive in obligation imposed upon
a contracting party by this Agreement;
Provided that any such decision shall
be approved by a two-thirds majority
Wt the votes cast and that such majority
shall comprise more than half of the
contracting parties. The CONTRACTING
PARTIES may also by such a vote

(i) define certain categories of
exceptional circumstances to which
other voting requirements shall
apply for the waiver of obligations,
and

(ii) prescribe such criteria as
may be necessary for the applica-
tion af this sub-paragraph.

(b) If any contracting party has
failed without sufficient justification to
carry out with another contracting
party negotiations of the kind described
il paragraph 1 of Article 17 of the
Havana Charter, the CONTRACTING
PARTIES may, upon complaint and after

No comparable provision. The ITO
contemplaes a formal organization with
a permanent location, regular sessions,
a Conference, an Executive Board, and
a Director-General, whereas the GATT
merely provides for consultation be-
tween contracting parties.

r)
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4. (a.) The provisions of Article 16
shall not prevent the operation of para-
graph 5 (b) of Article XXV of the Gen-
eral Agreement on Tariffs and Trade,
as amended at the First Session of the
CONTRACTING PARTIES.

(b) If a Member has failed to be-
come a contracting party to the General
Agreement within two years from the
entry into force of this Charter with
respect to such Member, the provisions
of Article 16 shall cease to require, at
the end of that period, the application

8689T7-49-pt. 1 10

137



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

GENERAL AGREEMENT ON TARns AND
TRADE

investigation, authorize the complain-
ing contracting party to withhold from
the other the concessions incorporated
in the relevant Schedule to this Agree-
ment In any judgment as to whether a
contracting party has so failed, the CoN-
TRACTING PARTIES shall have regard to
all relevant circumstances, including
the developmental, reconstruction, and
other needs and the general fiscal struc-
tures of the contracting parties con-
cerned and to the provisions of the
Havana Charter as a whole. If in fact
the concessions referred to are with-
held, so as to result in the application to
the trade of the other contracting party
of tariffs higher than would otherwise
have been applicable, such other con-
tracting party shall then be free, within
sixty days after such action becomes
effective, to give written notice to with-
drawal from the Agreement. The with-
drawal shall take effect upon the qx-
piration of sixty days from the day on
which such notice is received by the
CONTRACTINQ PARTIES.

(c) The provisions of sub-paragraph
(b) shall not apply as between any two
contracting parties the Schedules of
which contain concessions initially
negotiated between such contracting
parties.

(d) The provisions of sub-paragraphs
(b) and (c) shall not apply until Jan-
uary 1, 1949.
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to the trade of such Member country
of the concessions granted, in the ap-
propriate Schedule annexed to the Gen-
eral Agreement, by another Member
which has requested the first Member
to negotiate with a view to becoming
a contracting party to the General
Agreement but has not successfully con-
cluded negotiations; Provided that the
Organization may, by a majority of the
votes cast, require the continued appli-
cation of such concessions to the trade
of any Member country which has, been
unreasonably prevented from becoming
a contracting party to the General
Agreement pursuant to negotiations in
accordance with the provisions of this
Article.

(c) If a Member which is a contract-
ing party to the General Agreement
proposes to withhold tariff concessions
from the trade of a Member country
which is not a contracting party, it
shall giye notice in writing to the Or-
ganization and to the affected Member.
The latter Member may request the Or-
ganization to require the continuance
of such concessions, and if such a re-
quest has been made the tariff con-
cessions shall not be withheld pending
a decision by the Organization under
the provisions of sub-paragraph (b)
of this paragraph.

(d) In any determination whether a
Member has been unreasonably pre-
vented from becoming a contracting
party to the General Agreement, and in
any determination under the provisions
of Chapter VIII whether a Member has
failed without sufficient justification
to fulfil its obligations under paragraph
1 of this Article, the Organization shall
have regard to all relevant circum-
stances, including the developmental,
reconstruction and other needs, and
the general fiscal structures of the
Member countries concerned and to the
provisions of the Charter as a whole.
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ARTICLE XXVI. ACCEPTANCE, ENTRY INTO
FORCE AND REGISTRATION

1. The present Agreement shall bear
the date of the signature of the Final
Act adopted at the conclusion of the
Second Session of the Preparatory
Committee of the United Nations Con-
ference on Trade and Employment and
shall be open to acceptance by any gov-
ernment signatory to the Final Act.

2. This Agreement, done in a single
English original and in a single French
original, both texts authentic, shall be
deposited with the Secretary-General
of the United Nations, who shall fur-
nish certified copies thereof to all in-
terested governments.

3. Each government accepting this
Agreement shall deposit an instrument
of acceptance with the Secretary-Gen-
eral of the United Nations, who will in-
form all interested governments of the
date of deposit of each instrument of
acceptance and of the day on which this
Agreement enters Into force under par-
agraph 5 of this Article.
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(e) If such concessions are In fact
withheld, so as to result in tble applica-
tion to the trade of a Member country
of duties higher than would otherwise
have been applicable, such Member shall
then be free, within sixty days after
such action becomes effective, to give
written notice of withdrawal from the
Organization. The withdrawal shall
become effective upon the expiration of
sixtv days from the day on which such
notice is received by the Director-
General.

ARTICLE 103. ENTRY INTO FORCE AND
REGISTRATION

1. The government of each State ac-
cepting this Charter shall deposit an
instrument of acceptance with the Sec-
retary-General of the United Nations,
who will inform all governments rep-
resented at the United Nations Con-
ference on Trade and Employment and
all Members of the United Nations not
so represented of the date of deposit
of each instrument of acceptance and
of the day on which the Charter enters
Into force. Subject to the provisions of
Annex 0, after the entry into force of
the Charter in accordance with the pro-
visions of paragraph 2, each instru-
ment of acceptance so deposited shall
take effect on the sixtieth day follow-
ing the day on which it is deposited.

ANNEX 0. ACCEPTANCES WITHIN SIXTY
DAYS OF THE FIRST REGULAR SESSION

(Referred to in paragraph I of article
103)

For the purpose of the first regular
session of the Conference, any govern-
ment which has deposited an Instrument
of acceptance in accordance with the
provisions of paragraph 1 of Article
103 prior to the first day of the session,
shall have the same right to participate
in the Conference as a Member.

ARTICLE 106. DEPOSIT AND AUTHENTICITY
OF TEXTS--'TITLE AND DATE OF THE
CHARTER

1. The original texts of this Charter
In the official languages of the United
Nations shall be deposited with the Sec-
retary-General of the United Nations,
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4. Each government accepting this
Agreement does so in respect of Its
metropolitan territory and of the other
territories for which it has interna-
tional responsibility: Provided that it
may at the time of acceptance declare
that any separate customs territory for
which it has international responsibil-
ity possesscs full autonomy in the con-
duct of its external commercial rela-
tions and of the other matters provided
for in this A.greement, such territory
shall, upon sponsorship through a decla-
ration by the responsible contracting
party establishing the above-mentioned
fact, be deemied to be a contracting
party.

5. This Agreement shall enter into
force, as among the governments which
have accepted it, on the thirtieth day
following the day on which instruments
of a(ceptance have been deposited with
the Secretary-General of the United
Nations on behalf of governments sig-
natory to the Final Act the territories

ITO CHuABT

who will furnish certified copies of the
texts to all interested governments.
Subject to the provisions of the Statute
of the International Court of Justice,
such texts shall be equally authorita.
tive for the purposes of the interpret.
tion of the Charter, and any discrep-
ancy between texts shall be settled by
the Conference.

2. The date of this Charter shall be
March 24, 1948.

3. This Charter for an International
Trade Organization shall be known as
the Havana Charter.

ARTICLE 104. TERRITORIAL APPLICATION

1. Each government accepting this
Charter does so in respect of its metro-
politan territory and of the other ter-
ritories for which it has international
responsibility, except such separate cus-
toms territories as it shall notify to
the Organization at the time of its own
acceptance.

2. Any Member may at any time ac-
cept this Charter, in accordance with
the provisions of paragraph 1 of Article
103, on behalf of any separate customs
territory excepted under the provisions
of paragraph 1.

3. Each Memiiber shall take such rea-
sonable measures as may be available
to it to ensure observance of the provi-
sions of this Charter by the regional
and local governments and authorities
within its territory.

AD ARTICLE 104

(From Annex P)

Note I.-In the case of a condo-
minium, where the codomini are Mem-
bers of the Organization, they may, if
they so desire and agree, jointly accept
this Charter in respect of the condo-
minium.

Note 2.-Nothing In this Article shall
be construed as prejudicing the rights
which may have been or may be invoked
by States in connection with territorial
questions or disputes concerning terri-
torial sovereignty.

ARTICLE 103 (CONTINUED)

2. (a) This Charter shall enter into
force

(i) on the sixtieth day following
the (lay on which a majority of the
governments signing the Final Act
of the United Nations Conference
on Trade and Empl*iyment have
deposited instruments of accept-
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of which account for eighty-five per
centum of the total external trade of
the territories of the signatories to the
Final Act adopted at the conclusion of
the Second Session of the Preparatory
Committee of the United Nations Con-
ference on Trade and Employment.
Such percentage shall be determined
in accordance with the table set forth
in Annex H. The instrument of accep-
tance of each other government signa-
tory to the Final Act shall take effect
on the thirtieth day following the day
on which such instrument is deposited.

6. The United Nations is authorized
to effect registration of this Agreement
as soon as it enters into force.

AD ARTICLE xxvi

(From Annex I)
Territories for which the contracting

parties have International responsibility
do not include areas under military
occupation.

ARTICLE XXVIi. WITHHOLDING OR WITH-

DRAWAL OF CONCESSIONS

Any contracting party shall at any
time be free to withhold or to withdraw
in whole or in part any concession, pro-
Vided for in the appropriate Schedule
annexed to this Agreement, in respect
of which such contracting party de-
termines that It was initially negotiated
with a government which has not be-
come, or has ceased to be, a contracting
Party. The contracting party taking
such action shall give notice to all other
contracting parties and, upon request,
consult with the contracting parties
which have a substantial interest in
the product concerned.

ITO CHAmRER

ance in accordance with the pro-
visions of paragraph 1: or

(ii) if, at the end of one year
from the date of signature of the
said Final Act, it has not entered
into force in accordance with the
provisions of sub-paragraph (a)
(i), then on the sixtieth day fol-
lowing the day on which the num-
ber of governments represented at
the United Nations Conference on
Trade and Employment which have
deposited instruments of accept-
ance in accordance with the pro-
visions of paragraph 1 shall reach
twenty; Profided that if twenty
such governments have deposited
acceptances more than sixty days
before the end of such year, it shall
not enter into force until the end
of that year.

(b) If .this Charter shall not have
entered into force by September 30,
1949, the Secretary-General of the
United Nations shall invite those gov-
ernments which have deposited instru-
ments of acceptance to enter into con-
sultation to determin whether and on
what conditions they desire to bring the
Charter into force.

3. Until September 30, 1949, no State
or separate customs territory, on be-
half of which the said Final Act has
been signed, shall be deemed to be a
non-Member for the purposes of Ar-
ticle 98.

4. The Secretary-General of the
United Nations is authoribed to register
this Charter as soon as it enters into
force.

No comparable article.
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ARTICLE XXVIII. MODIFICATION OF
SCHEDULES

1. On or after January 1, 1951, any
contracting party may, by negotiation
and agreement with any other contract-
ing party with which such treatment
was initially negotiated, and subject to
consultation with such other contract-
ing parties as the CONTRACTING PARTIES
determine to have a substantial interest
in such treatment, modify, or cease to
apply, the treatment which it has agreed
to accord under Article II to any prod-
uct described in the appropriated Sched-
ule annexed to this Agreement. In such
negotiations and agreement, which may
include provision for compensatory ad-
justment with respect to other prod-
ucts, the contracting parties concerned
shall endeavour to maintain a general
level of reciprocal and mutually advan-
tageous concessions not less favourable
to trade than that provided for in the
present Agreement.

2. (a) If agreement between the con-
tracting parties primarily concerned
cannot be reached, the contracting party
which proposes to modify or cease to
apply such treatment shall, nevertheless,
be free to do so, and if such action is
taken the contracting party with which
such treatment was initially negotiated,
and the other contracting parties de-
termined under paragraph 1 of this
Article to have a substantial interest,
shall then be free, not later than six
months after such action is taken, to
withdraw, upon the expiration of thirty
days from the day on which written
notice of such withdrawal is received
by the CONTRACTING PARTIES, substan-
tially equivalent concessions initially
negotiated with the contracting party
taking such action.

(b) If agreement between the con-
tracting parties primarily concerned is
reached but any other contracting party
determined under paragraph 1 of this
Article to have a substantial interest is
not satisfied, such other contracting
party shall be free, not later than six
months after action under such agree-
ment is taken, to withdraw, upon the
expiration of thirty days from the day
on which written notice of such with-
drawal is received by the CONTRAMTING
PAaT rs, substantially equivalent con-
cessions initially negotiated with a con-
tracting party taking action under such
agreement.

ITO CHAIM

No comparable article.
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ARTICLE XXIX. RELATION OF THIS AGREE-

MENT TO THE CHARTER FOR AN INTER-
NATIONAL TRADE ORGANIZATION

1. The contracting parties, recogniz-
ing that the objectives set forth in the
preamble of this Agreement can best be
attained through the adoption, by the
United Nations Conference on Trade
and Employment, of a Charter leading
to the creation of an International
Trade Organization, undertake, pending
their acceptance of such a Charter in
accordance with their constitutional
procedures, to observe to the fullest
extent of their executive authority the
general principles of the Draft Charter
submitted to the Conference by the
Preparatory Committee.

2. (a) On the day on which the
Charter of the International Trade Or-
ganization enters into force, Article I
and Part II of this Agreement shall be
suspended and superseded by the cor-
responding provisions of the Charter;
Provided that within sixty days of the
closing of the United Nations Confer-
ence on Trade and Employment any
contracting party may lodge with the
other contracting parties an objection to
any provision or provisions of this
Agreement being so suspended and su-
perseded; in such case the contracting
parties shall, within sixty days after the
final date for the lodging of objections,
'onfer to consider the objection in order

to agree whether the provisions of the
Charter to which objection has been
lodged, or the corresponding provision of
this Agreement in its existing form or
any amended form, shall apply.

(b) The contracting parties will also
agree concerning the transfer to the
International Trade Organization of
their functions under Article XXV.

3. If any contracting party has not
accepted the Charter when it has en-
tered into force, the contracting parties
shall confer to agree whether, and if so
In what way, this Agreement, insofar as
it affects relations between the contract-
ing party which has not accepted the
Charter and other contracting parties,
shall be supplemented or amended.

4. During the month of January 1949,
should the Charter not have entered into
force, or at such earlier time as may be
agreed if it is known that the Charter
will not enter into force, or at such later
time as may be agreed if the Charter
ceases to be in force, the contracting
Parties shall meet to agree whether this
Agreement shall be amended, supple-
mented or maintained.

ITO CHA-Tn

No comparable article.
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5. The signatories of the Final Act
which are not at the time contracting
parties shall be informed of any objec-
tion lodged by a contracting party under
the provisions of paragraph 2 of this
Article and also of any agreement which
may be reached between the contracting
parties under paragraphs Z 3 or 4 of
this Article.

ARTICLE XXX. AMENDMENTS

1. Except where provisions for modi-
fication is made elsewhere in this
Agreement, amendments to the provi-
sions of Part I of this Agreement or to
the provisions of Article XXIX or of
this Article shall become effective upon
acceptance by all the contracting par-
ties, and other amendments to this
Agreement shall become effective, in
respect of those contracting parties
which accept them, upon acceptance by
two-thirds of the contracting parties
and thereafter for each other contract-
ing party upon acceptance by it.

2. Any contracting party accepting
an amendment to this Agreement shall
deposit an instrument of acceptance
with the Secretary-General of the
United Nations within such period as
the CONTRACTING PARTIES may specify.
The CONTRACTING PARTIES may decide
that any amendment made effective
under this Article is of such a nature
that any contracting party which has
not accepted it within a period specified
by the CONTRACTING PARTIES shall be
free to withdraw from this Agreement,
or to remain a contracting party with
the consent of the CONTRACTING PARTIES.
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ARTICLE 100. AMENDMENTS

1. Any amendment to this Charter
which does not alter the obligations of
Members shall become effective upon
approval by the Conference by a two-
thirds majority of the Members.

2. Any amendment which alters the
obligations of Members shall, after re-
ceiving the approval of the Conference
by a two-thirds majority of the Mem-
bers present and voting, become effec-
tive for the Members accepting the
amendment upon the ninetieth day after
two-thirds of the Members have no-
tified the Director-General of their ac-
ceptance, and thereafter for each re-
maining Member upon acceptance by it.
The Conference may, in its decision
approving an amendment under this
paragraph and by one and the same
vote, determine that the amendment is
of such a nature that the Members which
do not accept it within a specified pe-
riod after the amendment becomes effec-
tive shall be suspended from member-
ship in the Organization; Provided that
the Conference may, at any time, by a
two-thirds majority of the Members
present and voting, determine the con-
ditions under which such suspension
shall not apply with respect to any such
Member.

3. A Member not accepting an amend-
ment under paragraph 2 shall be free to
withdraw from the Organization at any
time after the amendment has become
effective; Provided, that the Director-
General has received from such Member
sixty days' written notice of with-
drawal; and provided further that the
withdrawal of any Member suspended
under the provisions of paragraph 2
shall become effective upon the receipt
by the Director-General of written
notice of withdrawal.
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4. The Conference shall, by a two-
thirds majority of the Members present
and voting, determine whether an
amendment falls under paragraph 1 or
paragraph 2, and shall establish rules
with respect to the reinstatement of
Members suspended under the provi-
sions of paragraph 2, and any other
rules required for carrying out the pro-
visions of this Article.

5. The provisions of Chapter VIII
may be amended within the limits and
in accordance with the procedure set
forth in Annex N.

ANNEX N. SPECIAL AMENDMENT OF
CHAPTER VIII

(Referred to in Paragraph 5 of
Article 100)

Any amendment to the provisions of
Chapter VIII which may be recom-
mended by the Interim Commission for
the International Trade Organization
after consultation with the Interna-
tional Court of Justice and which re-
lates to review by the Court of matters
which arise out of the Charter but
which are not already covered in Chap-
VIII, shall become effective upon ap-
proval by the Conference, at its first
regular session, by a vote of a majority
of the Members: Provided that such
amendment shall not provide for review
by the Court of any economic or finan-
cial fact as established by or through
the Organization; and Provided further
that such amendment shall not affect
the obligation of Members to accept the
advisory opinion of the Court as bind-
ing on the Organization upon the points
covered by such opinion; and Provided
further that, if such amendment alters
the obligations of Members, any Member
which does not accept the amendment
may withdraw from the Organization
upon the expiration of sixty days from
the day on which written notice of such
withdrawal is received by the Director-
General.

ARTICLE xxxi. WITHDRAWAL

Without prejudice to the provisions
of Article XXIII or of paragraph 2 of
Article XX, any contracting party may,
on or after January 1, 1951, withdraw
from this Agreement, or may separately
Withdraw on behalf of any of the sep-
arate customs territories for which it
has international responsibility and
which at the time posseses full auton-
omy in the conduct of its external corn-

O*u
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ARTICLE 102. WITHDRAWAL AND
TERMINATION

1. Without prejudice to any special
provision in this Charter relating to
withdrawal, any Member may withdraw
from the Organization, either in respect
of itself or of a separate customs terri-
tory on behalf of which it has accepted
the Charter In accordance with the pro-
visions of Article 104, at any time after
three years from the day of the entry
Into force of the Charter,
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mercial relations and of the other mat-
ters provided for in this Agreement
The withdrawal shall take effect on or
after January 1, 1951, upon the expira-
tion of six months from the day on
which written notice of withdrawal is
received by the Secretary-General of
the United Nations.

ARTICLE XXXI. CONTRACTING PARTIES

L The contracting parties to this
Agreement shall be understood to mean
those governments which are applying
the provisions of this Agreement under
Articles XXVI or XXXIII or pursuant
to the Protocol of Povisional Applica-
tion.

2. At any time after the entry into
force of this Agreement pursuant to
paragraph 5 of Article XXVI, those
contracting parties which have ac-
cepted this Agreement pursuant to par-
agraph 3 of Article XXVI may decide
that any contracting party which has
not so accepted it shall cease to be a
contracting party.

ARTICLE XXXIII. ACCESSION

A government not party to this Agree-
ment, or a government acting on behalf
of a separate customs territory possess-
ing full autonomy in the conduct of its
external commercial relations and of
the other matters provided for in this
Agreement, may accede to this Agree-
ment, on its own behalf or on behalf
of that territory, on terms to be agreed
between such government and the CON-
TRACTING PARTIES. Decisions of the

ITO CHARERm

2. A withdrawal under paragraph 1
shall become effective upon the expira-
tion of six months from the day on
which written notice of such withdrawal
is received by the Director-General.
The Director-General shall immediately
notify all the Members of any notice of
withdrawal which he may receive under
this or other provisions of the Charter.

3. This Charter may be terminated
at any time by agreement of three-
fourths of the Members.

ARTICLE 71. MEMBERSHIP

1. The original Members of the Or-
ganization shall be:

(a) those States invited to the
United Nations Conference on Trade
and Employment whose governments
accept this Charter, in accordance with
the provisions of paragraph 1 of Article
103, by September 30, 1949 or, if the
Charter shall not have entered into
force by that date, those States whose
governments agree to bring the Char-
ter into force in accordance with the
provisions of paragraph 2 (b) of Arti-
cle 103;

(b) those separate customs terri-
tories invited to the United Nations
Conference on Trade and Employment
on whose behalf the competent Mem-
ber accepts this Charter, in accordance
with the provisions of Article 104, Dy
September 30, 1949 or, if the Charter
shall not have entered into force by
that date, such separate customs terri-
tories which agree to bring the Charter
into force in accordance with the pro-
visions of paragraph 2 (b) of Article
103 and on whose behalf the competent
Member accepts the Charter in accord-
ance with the provisions of Article 104.
If any of these customs territories shall
have become fully responsible for the
formal conduct of Its diplomatic rela-
tions by the time it wishes to deposit an
instrument of acceptance, it shall pro-
ceed in the manner set forth In sub-
paragraph (a) of this paragraph.

2. Any other State whose membership
has been approved by the Conference
shall become a Member of the Organiza-
tion upon its acceptance, in accordance
with the provisions of paragraph 1 of
Article 103, of the Charter as amended
up to the date of such acceptance.

3. Any separate customs territory not
invited to the United Nations Confer-
ence on Trade and Employment, pro-
posed by the competent Member having
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CONTRACTING PARTIES under this para-
graph shall be taken by a two-thirds
majority.

ARTICLE XXXIV. ANNEXES

The annexes to this Agreement are
hereby made an integral part of this
Agreement.

ITO CHARTER

responsibility for the formal conduct
of its diplomatic relations and which
is autonomous in the conduct of its ex-
ternal commercial relations and of the
other matters provided for in this Char-
ter and whose admission is approved
by the Conference, shall become a Mem-
ber upon acceptance of the Charter on
its behalf by the competent Member in
accordance with the provisions of Arti-
cle 104 or, in the case of a territory in
respect of which the Charter has al-
ready been accepted under that Article,
upon such approval by the Conference
after it has acquired such autonomy.

ARTICLE 105. ANNEXES

The Annexes to this Charter form an
integral part thereof.

ARTICLE XXXV

1. Without prejudice to the provisions
of paragraph 5 (b) of Article XXV or
to the obligations of a contracting party
pursuant to paragraph 1 of Article
XXIX, this Agreement, or alternatively
Article II of this Agreement, shall not
apply as between any contracting party
and any other contracting party if:

(a) the two contracting parties have
not entered into tariff negotiations with
each other, and

(b) either of the contracting parties,
at the time either becomes a contracting
party, does not consent to such applica-
tion.

2. The CONTRACTING PARTIES may, at
any time before the Havana Charter
enters into force, review the operation
of this Article in particular cases at
the request of any contracting party
and make appropriate recommenda-
tion. i 1 11

United Kingdom of Great Britain and
Northern Ireland

Dependent territories of the United
Kingdom of Great Britain and North-
ern Ireland

Canada
Commonwealth of Australia
Dependent territories of the Common-

wealth of Australia
New Zealand
Dependent territories of New Zealand
Union of South Africa including South

West Africa
Ireland

United Kingdom of Great Britain and
Northern Ireland

Dependent territories of the United
Kingdom of Great Britain and North-
ern Ireland

Canada
Commonwealth of Australia
Dependent territories of the Common-

wealth of Australia
New Zealand
Dependent territories of New Zealand
Union of South Africa including South

West Africa
Ireland

W~)No comparable article.
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India (as on April 10, 1947)
Newfoundland
Southern Rhodesia
Burma
Ceylon

Certain of the territories listed above
have two or more preferential rates in
force for certain products. Any such
territory may, by agreement with the
other contracting parties which are
principal suppliers of such products at
the most-favoured-nation rate, substi-
tute for such preferential rates a single
preferential rate which shall not on the
whole be less favourable to suppliers at
the most-favoured-nation rate than the
preferences in force prior to such sub-
stitution.

The imposition of an equivalent mar-
gin of tariff preference to replace a mar-
gin of preference in an internal tax
existing on April 10, 1947, exclusively
between two or more of the territories
listed in this Annex or to replace the
preferential quantitative arrangements
described in the following paragraph,
shall not be deemed to constitute an in-
crease in a margin of tariff preference.

The preferential arrangements re-
ferred in paragraph 5 (b) of Article
XIV are those existing in the United
Kingdom on April 10, 1947, under con-
tractual agreements with the Govern-
ments of Canada, Australia and New
Zealand, in respect of chilled and
frozen beef and veal, frozen mutton and
lamb, chilled and frozen pork, and
bacon. It is the intention, without prej-
udice to any action taken under part I
(h) of Article XX, that these arrange-
ments shall be eliminated or replaced
by tariff preferences, and that negotia-
tions to this end shall take place as
soon as practicable among the countries
substantially concerned or involved.

The film hire tax in force in New Zea-
land on April 10, 1947, shall, for the
purposes of this Agreement, be treated
as a customs duty under Article I. The
renters' film quota in force in New Zea-
land on April 10, 1947, shall, for the
purposes of this Agreement, be treated
as a screen quota under Article IV.

The Dominions of India and Pakistan
have not been mentioned separately in
the above list since they had not come
in to existence as such on the base date
of April 10, 1947.
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India <as at April 10, 1947)
Newfoundland
Southern Rhodesia
Burma
Ceylon

Certain of the territories listed above
have two or more preferential rates in
force for certain products. Any such
territory may, by agreement with the
other Members which are principal sup-
pliers of such products at the most-
favoured-nation rate, substitute for
such preferential rates a single prefer-
ential rate which shall not on the whole
be less favourable to suppliers at the
most-favoured-nation rate than the
preferences in force prior to such sub-
stitution.

The preferential arrangements re-
ferred to in paragraph 5 (b) of Ar-
ticle 23 are those existing in the United
Kingdom on April 10, 1947, under con-
tractual agreements with the Govern-
ments of Canada, Australia and New
Zealand. in respect of chilled and frozen
beef and veal, frozen mutton and lamb,
chilled and frozen pork, and bacon.
Without prejudice to any action taken
under paragraph 1 (a) (ix) of Article
45, negotiations shall be entered into
when practicable among the countries
substantially concerned or involved, in
the manner provided for in Article 17,
for the elimination of these arrange-
ments or their replacement by tariff
preferences. If after such negotiations
have taken place a tariff preference is
created or an existing tariff preference
is increased to replace these arrange-
ments such action shall not be con-
sidered to contravene the provisions of
Article 16 or Article 17.

The film hire tax in force in New
Zealand on April 10, 1947 shall, for the
purpose of this Charter, be treated as a
customs duty falling under Articles 16
and 17. The renters' film quota in force
in New Zealand on April 10, 1947, shall
for the purposes of this Charter be
treated as a screen quota falling under
Article 19.

The Dominions of India and Pakistan
have not been mentioned separately in
the above list since they had not come
into existence as such on the base date
of April 10, 1947.
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ANNEX B. LIST OF TERRITORIES OF THE

FRENCH UNION REFERRED TO IN PARA-

GRAPH 2 (B) OF ARTICLE I

France
French Equatorial Africa (Treaty Basin

of the Congo' and other territories)
French West Africa
('alneroons under French Mandate '
French Somali Coast and Dependencies
French Establishments in India '
French Establishments in Oceania
French Establishments in the Con-

dominium of the New Hebrides '
Guadeloupe and Dependencies
French Guiana
Indo-China
Madagascar and Dependencies
Morocco (French zone)'
Martinique
New Caledonia and Dependencies
Reunion
Saint-Pierre and Miquelon
Togo under French Mandate'
Tunisia

ANNEX C. LIST OF TERRITORIES OF THE CUS-

TOMS UNION OF BELGIUM, LUXEMBOURG
AND THE NETHERLANDS REFERRED TO IN
PARAGRAPH 2 (B) OF ARTICLE I

The Econinic Union of Belgium and
Luxembouig

Belgian Congo
Ruanda U rundi
Netherlanids
Netherlands Indies

un rinam
Curaqvo

(For imports into the metropolitan
territories constituting the Customs
Union.)

ANNEX 1). LIST OF TERRITORIES REFERRED

TO IN PARAGRAPH 2 (B) OF ARTICLE I
AS RESPECTS THE UNITED STATES OF
AMERICA

United States of America (customs ter-
ritory)

Dependent territories of the United
States of America

Republic of the Philippines
The imposition of an equivalent mar-

gin of tariff preference to replace a Inar-
gin of preference in an internal tax
existing on April 10, 1947, exclusively
between two or more of the territories
listed in this Annex shall not be deemed
to constitute an increase In a margin of
tariff preference.

'For imports into Metropolitan France
and territories of the French Union.
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ANNEX B. LIST OF TERRITORIES OF THE
FRENCH UNION REFERRED TO IN PARA-
GRAPH 2 (B) OF ARTICLE 16

France
French Equatorial Africa (Treaty Basin

of the Congo' and other territories)
French West Africa
Cameroons under French Mandate
French Somali ('oast and Dependencies
French Establishments in India'
French Establishments in Oceania
French Establishments in the Con-

dominiunm of the New Hebrides'
Guadeloupe and Dependencies
French Guiana
Indo-China
Madagascar and Dependencies
Morocco (French zone)'
Martinique
New Caledonia and Dependencies
Reunion
Saint-Pierre and Miquelon
Togo under French Mandate'
Tunisia

ANNEX C. LIST OF TERRITORIES OF THE CUS-
TOMS UNION OF BELGIUM, LUXEMBOURG
AND THE NETHERLANDS REFERRED TO IN
PARAGRAPH 2 (B) OF ARTICLE 16

The Economic Union of Belgium and
Luxembourg

Belgian Congo
Ruanda Urundi
The Netherlands
Netherlands Indies
Surinam
Curagao

(For imports into the metropolitan
territories of the Customs Union.)

ANNEX D. LIST OF TERRITORIES OF THE
UNITED STATES OF AMERICA REFERRED TO
IN PARAGRAPH 2 (B) OF ARTICLE 16

United States of America (customs ter-
ritory)

Dependent territories of the United
States of America
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ANNEX E. LIST OF TERRITORIES COVERED
BY PREFERENTIAL ARRANGEMENTS BE-
TWEEN CHILE AND NEIGHBORING COUN-
TRIES REFERRED TO IN PARAGRAPH 2 (D)
OF ARTICLE I

Pereferences in force exclusively be-
tween Chile, on the one hand, and

1. Argentina
2. Bolivia
3. Peru
on the other hand.

ANNEX F. LIST OF TERRITORIES COVERED BY
PREFERENTIAL ARRANGEMENTS BETWEEN
LEBANON AND SYRIA AND NEIGHBOURING
COUNTRIES REFERRED TO IN PARAGRAPH 2
(D) OF ARTICLE I

Preferences in force exclusively be-
tween the Lebano-Syrian Customs
Union, on the one hand, and
1. Palestine
2. TransJordan
on the other hand.

ANNEX G. DATES ESTABLISHING MAXIMUM
MARGINS OF PREFERENCE REFERRED TO IN
PARAGRAPH 3 OF ARTICLE I

Australia, October 15, 1946
Canada, July 1, 1939
France, January 1, 1939
Lebano-Syrian Customs Union, Novem-

ber 30, 1939
Union of South Africa, July 1, 1938
Southern Rhodesia, May 1, 1941

ANNEX H. PERCENTAGE SHARES OF TOTAL

EXTERNAL TRADE TO BE USED FOR THE

PURPOSE OF MAKING THE DETERMINA-
TION REFERRED TO IN ARTICLE XXVI

(Based on the average of 1938 and the
latest twelve months for which figures
are available)

Percentage

Australia ---------------- 3.2
Belgium-Luxemburg-Netherlands 10.9
Brazil -------------------------- 2.8
Burma ------------------------- 0.7
Canada ------------------------- 7.2
Ceylon ------------------------- 0.6
Chile --------------------------- 0.6
China ------------------------ 2.7
Cuba --------------------- 0.9
Czechoslovakia ----------------- 1.4
French Union ------------------ 9.4
India ----------------------- '3.3
Pakistan --
New Zealand ------------------ 1.2
Norway ------------------------ 1.5
Southern Rhodesia -------------- 0.3

ITO CHARTza

ANNEX F. LIST OF TERRITORIES COVERED By
PREFERENTIAL ARRANGEMENTS BETWEEN
CHILE AND NEIGHBOURING COUNTRIs
REFERRED TO IN PARAGRAPH 2 (E) or
ARTICLE 16

Preferences in force exclusively be-
tween, on the one hand, Chile and, on
the other hand,
1. Argentina
2. Bolivia
3. Peru,
respectively.

ANNEX G. LIST OF TERRITORIES COVERED BY
PREFERENTIAL ARRANGEMENTS BETWEEN
THE SYRO-LIMANESE CUSTOMS UN7ON
AND NEIGHBOURING COUNTRIES RE-
FERRED TO IN PARAGRAPH 2 (E) OF AR-
TICLE 16

Preferences in force exclusively be-
tween, on the on hand, The Syro-Leba-
nese Customs Union and, on the other
hand,
1. Palestine
2. TransJordan,
respectively.

No comparable annex.
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Percentage

Lebano-Syrian Customs Union_. 0. 1
Union of South Africa ---------- 2.3
United Kingdom of Great Britain

and Northern Ireland -------- 25.7
United States of America ------- 25. 2

100. 0
1 The allocation of this percentage will be

made by agreement between the governments
of India and Pakistan and will be communi-
cated as soon as possible to the Secretary-
General of the United Nations.

NOTz.-These percentages have been de-
terinined taking into account the trade of
all territories for which countries mentioned
above have international responsibility and
which are not self-governing in matters dealt
with in the General Agreement on Tariffs
and Trade.

ANNEX I. INTERPRETATIVE NO'YPS

(Shown above, following articles to
which they relate.)

ANNEX J

(Shown above following Article
XIV.)
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ANNEX r. INTERPRETATIVE NOTES

(Notes relating to articles printed
above are shown following the articles
to which they relate.)

ANNEX K

(Shown above opposite Annex J fol-
lowing Article XIV of Gatt.)

FINAL NOTE

The applicability of the General No comparable note.
Agreement on Tariffs and Trade to the
trade of contracting parties with the
areas under military occupation has not
been dealt with and is reserved for fur-
ther study at an early date. Mean-
while, nothing in this Agreement shall
be taken to prejudge the issues in-
volved. This, of course, does not af-
fect the applicability of the provisions
of Articles XXII and XXIII to matters
arising from such trade.

The CHAIRMAN. Are there any further questions from Mr. Brown?
Is this section 6 applicable only in the case of Cuba?
Mr. BROWN. Not exactly that, sir.
The CHAIRMAN. You say it has a broader application than merely

to Cuban products?
Mr. BROWN. Could I give an illustrationl Perhaps that is the

easiest way to do that.
The CHAIRMAN. Yes, you may.
Mr. BROWN. You take the rates on marine chronometers. 'nder

the Tariff Act of 1930, it was 65 percent. It was reduced, in the trade
agreement with Great Britain, to 322 percent in 1938. Therefore, on
January 1, 1945, the rate on marine chronometers was 321/2 percent.
The rate on a marine chronometer coming in from Cuba would be 20
percent less, under the 20 percent preference that we have with Cuba.

The CHARMMAN. That applies to all Cuban products, generally
speaking, does it?

"rn)
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Mr. BRow-m. There are a good many where it is more, but it is at t
least that much. t

The CHAIRMAN. But they have preference, and they are given pref- b
erential treatment?

Mr. BROWN. That is right. a
The CHAIRMAN. What is it on sugar, do you recall? a
Mr. BROWN. It is something like 17 cents.
Marine chronometers were left out of the Geneva agreement. There-

fore, the President could have proclaimed the rate under the 1930
act, that is, 65 percent. But because of the fact that we could not, t
under the law, increase the Cuban rate by more than 50 percent of C

the rate existing on January 1, 1945, we could only put the Cuban g

rate up 50 percent. And because we had agreed not to increase the
absolute margin of preference on any item, we could not put the
original most favored nation rate back all of the way up to 65. We a
could only put it up to 451/2.

The CHAIRMAN. So this amendment is made to enable you to give
full effect upward? p

Mr. BROWN. Yes; because as you see, 50 percent up is usually a
smaller amount than 50 percent down would be, so it has a limited t
effect. .11

Mr. THORP. I would like to male sure that the Cuban point is clear.
It is a complicated point of percentages and absolute amounts, and
therefore what happens is that if you have a lower set of rates with 20
percent between them as a difference, and you move both of those rates
up 50 percent, the gap, which is still 20 percent between them, is a gap P1
which is wider in absolute amount than the gap which you had in the C
first place. But we have agreed not to increase the absolute gaps in a

any preferences, and therefore what happens is that under the present t
regulations we can raise the Cuban rate 50 percent, but the other rate p
we cannot raise more than perhaps 45 percent, in order to maintain the
absolute gap. And what we want to do is to be able to get relaxation 0

from the Cuban situation so that it can be raised up to the point
where it is just the same absolute preference. 3

Senator MILLIKIN. What is the impact of this on the sugar situation? C

Mr. THORP. There is no impact on the sugar industry. ii
Senator MmLIKIN. I will take the fault on myself exclusively. I'

got thrown off on a curve a little while back, and if we might get a

written explanation of this paragraph, with illustrations, I would a

appreciate it.
Mr. BRowN. We have a memorandum here which gives two illustra-

tions, or three illustrations. I think it is a fairly clear illustration. J
Senator MILUKIN. Would you put it in the record?

Mr. BROWN. Yes. M
(The memorandum is as follows:) 0

EXPLANATION OF PROPOSED AMENDMENT TO SECTION 350 (b) OF THE TARIFF ACT
DESIGNED w REDUCE CUBAN PREFERENCE COMPUCATIONS

Under the 1934 trade agreement with Cuba, as amended, the United States
agreed, generally, to continue the preferential regime under the treaty of 1902,
by (1) according to duty-free treatment of certain articles of Cuban origin which
were dutiable when originating in other countries, and (2) providing, In the V
case of all other Cuban products, preferential reductions from the rates appli-
cable to products of other countries, the preferential margins, the maintenance

of which was agreed upon in the trade agreement, varying from 20 percent to
wO percent of the lowest rate applicable to other countries.
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The general agreement cn tariffs and trade represents a concerted effort on
the part of the United States and the other contracting parties to that agreement
to obtain the elimitiation or reduction of tariff preferences accorded by certain of
these countries, such as the tariff preferences in the British Commonwealth and
between the United States and Cuba. Consequently, in the negotiation of this
agreement the United States undertook to eliminate certain tariff preferences
accorded to Cuba and to reduce other such preferences. The United States also
agreed, along with all the other contracting parties, not to increase preferences
ou any product above the absolute margin ' of preference existing on a specified
date which, in the case of the United States and several other countries, was the
date of the beginning of the Geneva negotiations on April 10, 1947.

However, as a result of questions arising from the specific limitations in sec-
tion 350 of the Tariff Act upon the President's authority to proclaim iodifi-
cations of customs treatment, full effect was not given, in the proclamations
giving effect to the general agreement and the contemporaneous supple-
inentary agreement with Cuba, to all modifications of the preferential treat-
ment of Cuban products, or to all modifications in the rates applicable to other
countries, which the Cuban and other governments had indicated were
acceptable.

Ai example is the situation with respect to parts of certain standard marine
chronometers. The rate on such articles under paragraph 368 (c) (6) of the
Tariff Act of 1930 was 65 percent ad valorem which had been reduced to 321/2
percent pursuant to the trade agreement of 1938 with the United Kingdom,
effective in 1939. Thus on January 1, 1945, the rate applicable to products of
the United Kingdom and products of other countries to whcih the trade-agree-
ment rates were applicable was 321/2 percent and the rate applicable to such
articles produced in Cuba was this rate less 20 percent thereof, or 26 percent
ad valorem.

Since such chronometer parts were not included in the General Agreement
and since the 1938 trade agreement with the United Kingdom was suspended,
it would have been expected that the rate applicable to products of countries
other than Cuba would increase from 321/2 percent to the statutory rate of 65
percent. However, under the limitations upon the President's authority to pro-
claim increases in duty, as amended in 1945, he is precluded from proclaiming
a rate for such chronometer parts the product of ('uba, in order to carry out a
trade agreement, in excess of 50 percent above the rate in effect January 1, 1945.
that is in excess of 39 percent (26 plus 13). Since the absolute margin of
preference applicable to Cuban chronometer parts on April 10. 1947. was 6 1/
percent ad valorem (321/2 minus 26), the United States could not. consistently
with its undertaking not to increase preferences above the margins existing
on April 10, 1947, provide for a rate applicable to countries other than Cuba
in excess of 451/2 percent (39 plus 61/.,!). Thus in proclamation 2769 of January
30, 1948, the President proclaimed the rate of 39 percent ad valorem for such
Cuban chronometer parts, and 451/! percent for like products of other countries.

These rates resulted from the limitation upon the President's authority to
increase rates and the undertaking not to increase preferences, although the
United Kingdom had agreed to an increase in the rate to the statutory rate of
65 percent. Moreover, the Cuban Government had agreed, in the supplementary
agreement, to the elimination of the preference since no such chronometer parts
were imported from Cuba during specified resent years named in the supple-
mentary agreement. The new proviso to section 350 (b) is designed to permit
the increase of the rate on the Cuban product by more than 50 percent of the
January 1, 1945, rate (from 26 percent ad valorem to 65 percent ad valorem)
in such a case. If any such chronometer parts had been imported from Cuba
during the years specified in the supplementary agreement the Cuban Govern-
ment would have agreed to the maintenance merely of the April 10, 1947, margin
of preference (62 percent ad valorem), which would have resulted in a Cubai
rate of 582 percent (65 minus 61/2). The proposed amendment is also designed
to permit, in such a case, an increase in excess of 50 percent of the January 1,
1945 ' rate (from 26 percent ad valorem to 581/2 percent ad valorem).

Notwithstanding the fact that schedule XX of the general agreement provides
for an Increase in the rate of duty on certain sardines from 30 percent ad valorem,

I In the general agreement preferences are measured by the absolute margin rather

than by a percentage of the rate applicable to other countries.
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under paragraph 718 (a). of the Tariff Act of 1930, to 44 percent, because of this
50-percent limitation on the authority to increase duties on Cuban products the
President, in proclamation 2792 of June 25, 1948, proclaimed a rate of 36 percent
for such Cuban sardines and only 42 percent for such sardines of other coun-
tries. Thus the limitation prevented giving full effect to the 44-percent rate
which had been negotiated.

Because of questions with respect to the scope of the provision in section 350
designed to prevent transferring an article between the dutiable and free lists,
the general agreement does not make dutiable any of the Cuban products which
had previously been preferentially free of duty. However, the last item in
schedule XX, containing the concessions made by the United States, provides
that certain of these preferentially duty-free Cuban products should be free,
subject to the provisions of the agreement relative to the fixing of margins of
preference in the event that the rate to other countries should be modified.
Under these provisions an increase in the rate for products of other countries
would be dependent on the imposition on the Cuban product of a duty equal to
the amount of such increase, in order to prevent a resulting margin of preference
in excess of that on April 10, 1947. By the last item in the schedule Cuba has
agreed to the imposition of the duty in such cases, and the proposed amendment
would remove any doubt as to the authority to impose on the Cuban product
such customs treatment which, while still preferential, would be more burden-
some than the present treatment. Furthermore, if Cuba should agree to the
elimination of the preferential treatment on any of the articles covered by this
last item in schedule XX, the amendment would also permit the application to
such Cuban products of the same duty as is applicable to like articles produced
in other countries.

The above are the principal situations to which the proposed amendment
would apply, although it would also permit other types of simplification of the
complications which have resulted from attempts to reduce or eliminate Cuban
preferences under the limitations upon increase contained in section 350.

The amendment would give the President no new authority with respect to
the reduction of duties, and contains no authority to make free any articles
which have previously been dutiable. It would only authorize the President,
in order to carry out a trade agreement, to increase duties on Cuban products or
proclaim duties for Cuban articles which are now preferentially duty-free. It
would not, on the other hand, authorize the proclamation of any duty for it
Cuban product higher than that applicable to the like products of other coun-
tries. In other words, it merely permits the President when providing more
burdensome customs treatment for a Cuban product, whether now dutiable or
free, to fix a duty therefor at any point between the existing customs treatment
for such product and a point no higher or more burdensome than any customs
treatment that may be provided for the products of other countries.

It will prevent the limitations on increases in duty from inadvertently im-
peding the reduction and elimination of tariff preferences by the United States
in return for such reductions and eliminations by other countries, and will
permit the removal from the United States tariff of complications as to rates,
such as those for chronometer parts, for which there is no economic justification.

The CHAIRMAN. Are there any other questions?
Senator MILLIKIN. I would like to callMr. Thorp's attention to the

fact that the Tariff Commission, under the escape clause, does estab-
lish the peril points.

Mr. THORP. That is correct.
Senator MILIKIN. I think it should be said, in fairness, that at

that stage of the game it has more information than it probably would
have prior to the time the trouble developed.

Mr. THORP. Yes, sir.
The CHAIRMAN. Senator Williams, have you any questions?
Senator WLLIAMS. No, Mr. Chairman.
The CHAIRMAN. All right, Mr. Secretary, I think that is all. I

suppose that you might be excused if you wish to be. You may have to
come back at some later date.

Mr. THORP. I shall be at the command of the committee any time
that I can be helpful.
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The CHAIRMAN. We will gve you notice. Senator Millikin will
have further qdustions; and senator Lucas desired to ask a very few
questions, he said, but he did want to ask you about some matter. You
will be notified at some later date in the hearing.

Senator MILLIKIN. Mr. Chairman, if Mr. Thorp could find out and
(ret a little closer information on when we might expect ITO, it might
save us an enormous amount of work in this immediate matter.

Mr. THORP. I think that you made that suggestion this morning,
and I will have it in mind.

The CHAIRMAN. Will you advise the committee on that point, Mr.
Thorp ? We 'will be very glad to have it, and as early as you can get
it, too.

Mr. Clayton, you may come forward, and will you proceed? We
do not have a very full attendance, but some of the other members
will come in during the afternoon.

STATEMENT OF WILLIAM L. CLAYTON, FORMER UNDER SECRETARY
OF STATE, DEPARTMENT OF STATE

The CHAIRMAN. Have you noticed, in H. R. 1211, what changes have
been made by the House?

Mr. CLAYTON. Yes, sir.
The CHAIRMAN. We will be very glad to hear you. Mr. Clayton,

preceding your statement with your prior experience in connection
with the administration of the Reciprocal Trade Agreements Act.

Mr. CLAYTON. Mr. Chairman and gentlemen, my name is William
L. Clayton, and I am at -present chairman of the board of Anderson,
Clayton & Co., of Houston, Tex.

In all my business career, Mr. Chairman, I have had to do with inter-
national trade. In 1940 I resigned my position as chairman of the
board of Anderson. Clayton & Co. and came to Washington to enter
public service; and with the exception of about a year, for the next
,S/2 years I was a Government servant; and during all of that period,
with the exception of about a year, I was in positions which had to do
with internationaJ trade and international economic conditions.

I have all my life not only had some experience in these matters, but
I have studied them very carefully and watched developments and
conditions from time to time, because it was a matter in which I was
very much interested.

I think, Mr. Chairman, that in the present circumstances and condi-
tions in the world, the reciprocal trade agreements program and its
continuation in its original form, or about its original form, is more
important today than it has been at any time in my experience. The
Congress has before it today the consideration of a continuation of the
ECA, the European recovery program, and has under consideration
the authorization and appropriation of some 51/9 billion dollars to
cover the cost of that program for the next 15 months. We have in
consequence heard a good deal about conditions in Europe in the 16
ERP countries. The matter has been discussed extensively in the
newspapers, and persons of authority have given their opinions as to
the rate of recovery in these European countries.

All of us are wondering whether, in a continuation of the program,
the program will be successful in accomplishing its objectives.
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Their principal objective is that at the end of the program these
16 countries shall have been restored to a condition of financial and
economic independence, coupled with the restoration of a decent stanid-
ard of living for their people.

Now, I have followed that program rather closely, and I think it is
remarkable that the recovery of production has proceeded as fast and
as satisfactorily as it has in nearly all of the countries, particularly ill
industrial production, which is now, as you know. substantially alcove
prewar m volume. The situation seems to be that thlat impfovemeut
will continue for the years to come, the next 2 or 3 years anywaN.
provided there is a market foi the products, for the goods themselves.

That market depends on several things, not the least of which, aind
I think the most important of which, under the present circumstances.
is the reduction of barriers and impediments around the world to the
movement of goods between countries, not only between these par-
ticular 16 countries and the rest of the world but between the other
50 or 60 countries in the world, because we are all, throughout the
world, today so closely knit together in these matters that we ntist
have world-wide reduction of impediments and barriers to trade so
that goods may move more freely between nations. Otherwise, the
necessary expansion in production, distribution, and consumption of
goods around the world cannot take place.

I think if markets can be found or the greatly increased and increas-
ing production of these 16 countries in Europe the chances are very
good, indeed, that the objective of the ERP will be attained at the end
of the 4- or 41/-year period. But if such markets cannot be found, it
is useless to go on producing goods for which you have not satisfactory
markets. In that case, I do not think that the objectives would be
attained.

Our exports today are running, of course, very heavily over our
imports. We are in the position of giving away that surplus of exports
over imports. We cannot go on indefinitely doing so. We must
increase our imports as time goes on. We should increase them to
help provide a market for the goods of these European countries and
other countries and help increase our standard of living and give us
greater variety and quality of goods and get paid for our labor and
our materials from this country.

So that I feel that it is highly important that the reciprocal-trade-
agreements program be continued, and continued in pretty much the

form in which it operated so successfully up to last year when the
Eightieth Congress placed amendments in the law and changed the

procedures under the law in such a way that I think the effect. was to

very materially and unfavorably affect the program.
Specifically, the Congress provided in the gill passed by the Eightiet h

Congress that the Tariff Commission or any representative on the

Tariff Commission should no longer participate in the Interdepart-

mental Trade Agreements Committee, the Committee on Reciprocity

Information, or the different teams that were negotiating these agree-

ments. I think that that is a very bad provision to take from the pro-

gram the immediate and direct help of the Tariff Commission, with

their experience in these matters.
Then the bill passed by the Eightieth Congress provided that, on

all commodities on which trade agreements were to be negotiated (in,-
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port commodities), the Tariff Commission should be informed of those
commodities and should have hearings and make a determination of
the lowest point to which the tariff could be reduced without peril to
domestic industries or threat of serious injury; and that this report
(the results of this investigation) should be submitted directly to the
President of the United States and taken into consideration by him
in his action.

I think, Mr. Chairman, that that is a very bad provision, from two
points of view. One is that it bypasses the Interdepartmental Trade
Agreements Committee. and much reduces the effect of what they
have to say. It bypasses them and goes directly to the President, and
ilts the President potentially and perhaps in many cases actually in

conflict with a department of the Government-the Tariff Commission.
I think that that is a bad provision, and I think that it should be

done away with. It assumes, to begin with, that this matter of the
degree of protection which an industry must have in this country is
something that can be mathematically and scientifically arrived at.
In my judgment, Mr. Chairman, that is not the case. It is not some-
thing that can be mathematically and scientifically determined. It
never has been so; it has never been so in making tariffs by the Con-
gress, and it cannot be so in any determination that the Tariff Commis-
sion may make with regard to the so-called peril points.

They are my principal objections to the bill passed by the Eightieth
Congress, and I want to strongly urge upon the committee the adop-
tion of the present bill before them which, as I understand, will
correct those points and in effect restore the trade-agreements program
to its original vitality and usefulness.

The C11AIRMAN. Substantially, I think it would be agreed that it
does restore it to the action taken by Congress at the last regular
session of the Eightieth Congress, as I recall it.

You think that the Reciprocal Trade Agreements Act may have a
better chance of application in this postwar period than it did have
during the war period itself?

Mr. CLAYTON. Yes, Mr. Chairman. You cannot do much in these
matters while war is on. All you can do is prepare and get ready for
the postwar period, and the real work should be and can be done
now.

We made a very substantial start at Geneva in 1947, and there is
still much more work to be done.

I made the statement last year, and I still am of that same opinion,
that under the law as it stands today it is very improbable that any
worth-while trade agreements can be negotiated.

The CHAIRMAN. Are there any questions?
Senator MiLL KiN. I would like to have your explanation of that last

remark.
Mr. CLAYTON. I think. Senator Millikin, that the handling of the

so-called peril points by the Tariff Commission in the way set up in the
b;11, in which they make these determinations and pass the informa-
tion on to the President. in which ease he may only deviate from the
indicated peril point by making known to the Congress and the public
the decision of the Tariff Commission in the matter, I think that
that situation will act pretty effectually to prevent any worth-while
trade agreements being negotiated.
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To begin with, the President of the United States would, I think,
find considerable difficulty in making a decision in a matter of that
kind contrary to the advice which had been given to him by the Con-
mission, which is supposed to know the answers. So that in effect,
whatever the Tariff Commission set down on a piece of paper and
passed on to the President would be the point below which no tariffs
could be cut, in my opinion.

Now, I think the Tariff Commission is a very fine body. I have
had a great deal to do with them while I was in the State Department
and in the Department of Commerce. I found them very helpful
in all of the activities with which I had anything to do in Government,
very useful and very serious and hard working and experienced. But
I take the position, Senator Millikin. that there is no body of mni
who can sit down and mathematically or scientifically find the peril
point of which you speak. It simply cannot be done, and if it could
be done today it would not be of any use tomorrow, because conditions
change too fast. And the result will be that, with all of the pressures
that will be brought by the pressure groups and the groups that are
looking for protection-and most protectionists want protection, and
they do not want any competition from abroad. I have seen them
complain very bitterly when 2 percent of the consumption in the coun-
try came in in the form of imports. They do not like that. They
would rather have 99.9 percent of the market. That is human, and I
am not complaining.

Senator MILLIKIN. You have the fanatics on both sides. You have
the free-trade fanatic and the other. The law as it presently stands
does not compel either brand of fanaticism.

Mr. CLArroN. You are right. But I think that you would find and
will find, in the operation of a law such as we have on the statute books
today, that all of the pressure groups in the country will be bearing
down on the Tariff Commission, and they know how to do it. They
are used to it, and they are experienced in that sort of thing, and they t
will do it and do it well; and the result will be that, in order to be safe
and be on the safe side, this peril point will be pretty high, just to be
sure that it is high enough.

I think in time, with that kind of pressure and that kind of pro-
cedure, that the Tariff Commission will itself become inevitably and s
certainly more or less the department of the Government that repre- T
sents the protected interests. I do not think it can be otherwise.

Senator MmLIKIN. I remind you, in your testimony a year ago you
stated that that very type of pressure was applied to the Interdepart- f
mental Committee. t

Mr. CLAYTON. The difference is this: It is applied to the Interde-
partmental Committee, but I do not think nearly so assiduously and so
persistently as it would be if there were one Commission, one depart-
ment of the Government charged with this single responsibility by a
specific act of Congress. I do not think that the pressure that we see
today on the Interdepartmental Committee is so great as it would be in S

the other case; but, even so, we have other elements coming before the k
Interdepartmental Committee. We have consumers' groups and we t

have export groups and we have different segments of the community
that are coming there to state their case. I do not think that you would
have them much before the Tariff Commission. b
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Senator MILLIKIN. I do not quite get the import of your argument.
Last year you testified that the Interdepartmental Committee was un-
der pressure. You also made the point that the Tariff Commission
would be under pressure. I have no doubt that any group which you
set up that affects our economy might come under pressure.

When you argue that out, you reach the conclusion that you should
not have anybody with any authority to decide any problem, because
you might come under pressure.

Mr. CLAYTo N. No, sir. Let me see if I can make the distinction for
3ou, Senator Millikin.

The Interdepartmental Committee is composed of representatives of
about seven or eight departments of Government: the State Depart-
ment, the Treasury Department, the Commerce Department, the Agri-
culture Department, the Department of Labor, the National Military
Establishment-I guess there are about seen or eight. There are rep-
resentatives of those seven or eight different departments. So that
while the pressure groups will come before the committee and they will
give their testimony, as soon as the testimony is over the committee
disperses, and to bring pressure the protected interests would have to
direct it against seven or eight departments of Government instead of
-one.

Now, when you have got the Tariff Commission hearing it, the only
group that is hearing it, that is just one group. You go at their staff
and you go at their experts and you go at their economists and you go
at their Commissioners, and you bring that pressure on them night and
day-breakfast, lunch, and dinner.

Senator MILLIKI.N. The exporters have an equal interest, and they
bring the pressure to bear on Commerce. There are national-defense
angles, and pressures are brought on the Military Establishment.
There are agricultural elements, and pressures are brought on Agri-
culture. No matter where you center this authority, you are bound
to have some pressure.

Perhaps we should define the term. I do not regard any pressure
unwholesome if it consists of a representation of a case.

Mr. CLAYTON. I don't, either.
Senator MILLIKIN. I see no reason to believe that improper pres-

sure would be brought one place any more than it would be in another
place. Surely the Tariff Commission is no more attractive to im-
proper pressure than the Commerce Department would be to im-
proper pressure by exporters, or any of these departments would be,
from people who have a special interest in the tariffs affecting that par-
ticular department.

Mr. CLAYTON. Senator Millikin. I certainly would be far from im-
plying that the Tariff Commission would be more susceptible to that
sort of thing than any other department. I would only like to point
out that people who have an interest in getting something from the
Government in the way of a subsidy or protection are much more per-
sistent. They know their case better, and they work harder; they
keep at it night and day while you are asleep. They are working on
this problem of trying to get the Government to help them. They
would bring that pressure on the Tariff Commission much greater
than an exporter who wanted to expand his markets abroad could
bring it or would bring it on anybody.

Senator MILLIKIN. Why is that?

-Now
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Mr. CLAYTON. Simply because they have got more at stake, or think
they have more at stake.

Senator MILLIKIN. I do not see see the slightest difference. If you
have a business which depends on exports, you have as much at stake
as a man who has a business that might be injured by imports. What
is the difference?

1,r. (Y..kroN. Very few businesses are dependent completely on
-.xports. The automobile industry, we will say, is 10 percent.

Senator MILLIKIN. But they claim that that 10 percent might be
the difference between black and red.

Mr. CLAYTO-N. That is right; it is very important. But if a man
thinks that his whole plant and his capital stock and his business
generally is dependent on a tariff at a certain rate, he just works a
little harder than anybody else does.

Senator MILLIKIN. I suggest the situation is precisely the same
whether you consider it in the export aspect or the import aspect. I
suggest also that consumers are interested from a strictly consumer
standpoint, and they have their pressures. We still have their testi-
mony before we are through here, and I have no objection to it nor
any objection to these legitimate pressures. Everybody is entitled
to make his view known.

But I most respectfully did not agree with you-last year on your
pressure argument, and I think the answer is that there is no evidence
whatever that the Tariff Commission has come under any improper
pressure in connection with the negotiation of the new agreements.

Mr. CLAYTON. I do not imply anything improper at all. But I would
like to emphasize, and I believe this very strongly and my experience
and observation convince me that the statement is true, that consumer
groups are not nearly so active in protecting their interests as pro-
ducer groups are. The producers are always much more active than
the consumer. Our history and everything proves that, and the expe-
rience of Congress in writing tariff bills proves it.

Senator MILLIKIN. My mail does not prove it.
Mr. CLAYTON. There never have been such pressures brought on

Congress about anything as there have by the tariff interests when a
tariff bill is up. I mean, it is a matter of historical knowledge, and
we all know that. We saw it in the Smoot-Hawley bill and all of
the other tariff bills down the line.

Senator MrLLrKrN. Mr. Clayton, I respectfully suggest that the
pressure is the same from all who have any interest. You can go to
the seaboards where people have a direct shipping interest, and they
do not care anything about any kind of protection. They want to ship
their goods. I do not blame them at all. So they are interested in
shipping goods for the sake of shipping. All of their allied interests-
the warehousemen, the customs brokers, the insurance people, the banks,
and everybody that is interested-want no tariff of any kind, because
they are interested in trade for trade's sake.

You get into other parts of the country and you have a distinct
exporting interest, where they figure the difference in the exports is
the difference between black and red. I suggest they are just as vigor-
ous for their cause as a fellow who does not want his place put out of
business by imports.

I think that you are drawing a very tenuous distinction.
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Mr. CLAYToN. My experience is the other way. You may be right.
And I would like to repeat that, when I say "pressure." I am not imply-
ing anything improper. That is our American system, and every man
has got a right to come here and tell you what he thinks ought to be
done in a matter of legislation that is going to affect him; and they
do come, and I am not implying anything improper. I am only saying
that, under this bill as it is today, I think the pressures on the Tariff
Commission would be enormous, would be much greater than they are
in an interdepartmental committee, and in time that pressure would
be so great that the Tariff Commission would, in effect, become a kind
of mouthpiece or spokesman for the protected interests.

Senator MILLIKIN. I suggest, and I will speak of my own inquiries
on the subject, that the Tariff Commission has experienced no difficulty,
embarrassment, nor pressure in connection with the negotiation of the
new agreements which it has before it under the 1948 act.

Now, you are speaking of mathematical and scientific determina-
tions. I think a person would be a little loose in the head to say that
the Tariff Commission could take a slide rule or a test tube and reach
a figure that would be exactly right. I suggest the same thing is true
as to the Interdepartmental Committee. The Tariff Commission has
a problem of jud ment, and they cannot resolve it with a slide rule or
a test tube. And the interdepartmental committee, the Department
of Commerce, and others have problems of judgment. But that
should not abolish the standard of action.

When you carry that argument on-that, because you cannot estab-
lish out of a test tube or a slide rule, then you are not going to put any
establishment at all-you are getting away from all standards and all
relief, I suggest.

Mr. CLAYTON. Senator Millikin, I just express it as my opinion that,
in the way in which the law is drawn today, the only standard and
almost the only consideration, as a practical matter, in these things
would be the finding of the Tariff Commission reported directly to the
President.

Senator MILLrKIN. That is correct.
Mr. CLAYTON. In time that is what it would be. And I say that that

should not be the only consideration in determining these matters, and
the way in which the law is drawn, much too much emphasis is placed
on that one point, which is only one poiit to be taken into consideration.

Senator MILLIKIN. We will come to that a little bit later.
Your objection was, or one of your objections was, that this proce-

dure bypasses the interdepartmental committee.
Mr. CLAYTON. That is right.
Senator MmLKIN. The interdepartmental committee can continue

to receive the data it always received from the Tariff Commission and
does. The interdepartmental committee can hold its own hearings as
far as export interests are concerned, and does, and as far as consumer
interests are concerned, and it does.

What is the special significance of the so-called bypassing?
Mr. CLAYTON. It is this: Suppose that we had in the law that all

matters with reference to export industries should go through the
Department of Commerce. and the Department of Commerce should
make a report directly to the President; and then that all matters that
have any connection with the defense of the country should go through
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the Military Establishment and they should report directly to the
President. I think that that would be very poor administration.

We set up there, under the original Trade Agreements Act in 19:14.
and gradually improved upon it by experience, a procedure which has
worked, and worked well, and it centers everything in the Interde-
partmental Committee. They take all of the evidence and sift it aiid
make the decision, and pass on one decision to the President instead
of having three or four committees or departments report to him direct.

Senator MILLIKIN. Mr. Clayton, that was the precise reason why the
procedure of 1948 was adopted-because we wanted one focused test
on safeguarding.

Under your own testimony a year ago, that was not the case. You
were talking about taking chances. You looked to the escape clause
to mitigate or 'absolve industry from any danger. It was that precise
thing that caused us to draw the new procedure. We wanted at least
one source that deals exclusively-not exclusively because the data of
the Tariff Commission is available-but a focused source on this simple
point of safeguarding, which has been assured to us by President
Roosevelt and by yourself and President Truman and by everyone who
talks about this, until you really get down to analyze what it amounts
to, and then we commence to findexceptions to it, and we will get into
those in just a few minutes.

Now, you said it puts the President in conflict with a department
of Government. Well, there are hundreds and hundreds of things
that are passed up to the President by the various departments which,
if he disagreed with, would put him into the same type of conflict,
but what does that amount to?

Mr. CLAYTON. That is true, but the President is not required in those
cases, I believe, to report the disagreement to Congress and to the
country.

Just as a political matter, I think that this is bad procedure. In
my opinion, it is bad procedure; and this thing that you say you want
at one point-one direct approach to the President-as I said a moment
aFgo, in my opinion, it becomes the only one in time, Senator Millikin.

ou will not make any progress under the reciprocal trade-agreements
program with this kind of procedure, in my opinion; as a practical
matter, you will not.

Senator MILIN. I suggest, Mr. Clayton, that whether that be-
comes the sole source of consideration for the President is entirely up
to the President. He has continued these other agencies in being and
he is taking their advice. There is no reason in God's world why the
Tariff Commission should become the only agency in this business
unless the President wills it.

Now, if the Tariff Commission makes a recommendation to him and
he goes below that recommendation, why should he not be willing
to make an explanation of it? He has all of the information that
he has gotten from all of the other departments of the Government
to sustain him. Why should he fear making that kind of an expla-
nation, and why are not the people entitled to that kind of an explana-
tion? Why is not the Congress entitled to it?

I called Mr. Thorp's attention this morning to the fact that the
President in this matter is an agent of Congress; he is not operating
under his own constitutional authority. Here we have this very, very
bad situation of an agent of Congress refusing to reveal his records,
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and not wanting to make an explanation to the people if he disregards
i he recommendation of a reputable committee.

Mr. CLAYTON. Senator Millikin, the responsibility is placed by Con-
2ress in the President.

Senator MILLIKIN. That is right.
Mr. CLAYTON. Now. I contend that the President, it seems to me,

as a matter of good procedure and good government, when the Con-
gress puts the responsibility in him definitely, at least ought to have
the right to organize his implementation of that, his procedures, the
way in which he gets his information and what he does with it, and his
own action under it.

Now, when he takes his action, he has taken an action that every-
body can see, that Congress can see; and if he has taken the wrong
action, he has already committed himself to correct it in the light of
subsequent developments and events, and it seems to me that that is as
much as Congress ought to ask of the Chief Executive. They should
not ask him to receive information from some agency which says to
him, "Mr. President. if you go below this point you are going to im-
peril this industry ;" and then expect him to go contrary to that advice,
and if he does, to have to go to Congress and submit the whole matter
to them.

Senator MILIJKIN. He does not submit anything but an explana-
tion, the very minimum that could be contrived. Here is a subject
matter which is confided, under the Constitution, by the express terms
of the Constitution, to Congress. We delegate it to the President as
our delegate in the matter, and you are contending that even that thin
little explanation of why he goes below the recommendations of a
reputable and responsible commission should not have to be made.
I ask you why not?

Mr. CLAYTON. Because I do not think that the President, for ex-
ample, is expected to make explanations of disagreements in his Cab-
inet, for example, or with some department of the Government. I
do not think that he is expected to make an explanation of those
things, and I do not think that he ought to be placed in the position
of having to divulge the detailed information submitted to him under
which he made his decision in this matter.

Senator MILLIKIN. Under the 1948 act, he does not have to divulge
anything that he does not want to divulge.

Mr. CLAYTON. He does if he goes under the limit.
Senator MILLIKIN. He is the master of his explanation, and he cansay wh .
Mr. LATON. With all due respect, Senator Millikin, I think that

the provision of having different departments of the Government
reporting direct to the President on this matter is wrong. Why not
have the Department of Commerce report to him also on the same
situation, vis-a-vis the export industry?

Senator MILLIKIN. I have no objection to that whatever, and it does.
Mr. CLAYTON. I mean in this matter.
Senator MILLIKIN. In this matter the reports of Commerce. and

this other diluted procedure that you have, go directly to-the President.
Mr. CLAYTON. Senator Millikin, in this matter, in the administra-

tion of the Trade Agreements program under the previous law. only.
the decision of the interdepartmental committee goes to the President

"1(

-a0x--- 'i

163



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

unless some member of that committee disagrees with the decision, in
which case he presents his case to the President if he disagrees.
Senator M]ILIKIN. We have not stopped that procedure; that is still

available to the President, and if he wishes he can amplify it.
Mr. CLAYTON. But you select the Tariff Commission out of all of

these members, and you expunge their membership in the committee
and they can no longer collaborate with the committee and work with
the committee in this important matter, and you say to them, "Now,
you must go directly to the President." I don't see any more reason
for that thau having Commerce go.

Senator MILLIKIN. I would be glad to have the Department of Coi-
merce go directly.

Mr. CLAYTON. I think it is wrong, Senator.
Senator MILLIKIN. Now, let us get into this matter about expung-

ing the Tariff Commission, and we have gone over it again and again.
The Tariff 'Commission continues to function as a fact-finding agency
for the whole set-up.

Mr. CLAYTON. But they give it to the interdepartmental committee
and not the President.
Senator MILLIKIN. And what you had before. you had a member

selected from the Tariff Commission to sit on your interdepartmental
committee.

Mr. CLAYTON. The Chairman.
Senator MrILKuN. Yes; representing himself and not obligated to

represent his Commission.
Mr. CLrroN. Well, that is right; he has made that statement. I do

not know to what extent, really, the other members represent their
respective departments, either, because if some very serious question
should arise, they might be overruled, too. I do not know, really, to
what extent thy represent their own departmentW.

Senator MILLIKIN. So you have not expunged anything, Mr. Clay-
ton. If the Tariff Commission were sitting there on that interdepart-
mental committee as a commission and passing, on its decision and
giving its judgment as a commission, that would be one situation. But
the Tariff Commission is merely a category out of which one person is
selected, and he represents himself.

Mr. CLAYTON. But, Senator Millikin. the Tariff Commission has a
member, and he is the Chairman of the Commission, who sits on that
interdepartmental committee. The Tariff Commission furnishes
members of their staff in connection with the investigations of the
Committee on Reciprocity Information. At Geneva the Tariff Com-
mission had a member on every negotiating team that we had there.

Now, all of that sort of thing this bill prohibits.
Senator MITLIKIN. Let me put the clincher on that. Were they there

as advisers or counselors, or were they there as active negotiators?
Mr. CLAYTON. Active negotiators.
Senator MILLIKI-. By what authority?
Mr. CLAYTON. I do not know. I assume that they had the authority;

otherwise they would not have been there.
Senator MILLIKIN. By this time the State Department has had an

opportunity to look up the law, and by what authority does the Tariff
-Commissioner act as an active negotiator in a trade agreement? Mr.
Brown, can you answer that?
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Mr. BROWN. I have an opinion, but I would prefer to refer you to
counsel for the Tariff Commission.

Senator MILLIKiN. Is he here?
Mr. BiowN. Yes, sir.
Senator MIUJKIN. May we ask him ?
Mr. EDWIN G. MARTIN (General Counsel, United States Tariff Com-

mission). Senator Millikin, the Tariff Commission has never given
any separate consideration, I think, to your question. I believe that
your question is answered like this: The law that established the Tariff
Commission made it. equally responsible to the Congress and to the
President. The wording of the statute that niakes it responsible to the
Congress includes the President in the same identical context.

It is true in the early days when the Congress was fixing tariff rates
the Commission did work almost exclusively for the Congress; but
since the Congress has delegated to the President the authority to
change rates the Tariff Commission has used its investigative authority
mainly to assist the President.

Senator MILLIKIN. Will you show me any amendments since the
advent of reciprocal trade that changes the function of the Tariff
Commission?

Mr. MARTIN. There has been no basic change, sir, but I must point
out-

Senator MILLIKIN. It is the same as it has always been?
Mr. MARTIN. But I mu.st po;nt out, Senator, that the Trade Agree-

ments Act itself called o:i the Tariff Commission to advise the Presi-
dent in exactly the same language that it called on the Departments
of State and Commerce to advise the President.

Senator MILLIKiN. Did it authorize the negotiation of trade
agreements?

Mr. MARTIN. It said nothing specifically on the subject.
Senator MILIIKIN. And prior to that, it did not negotiate trade

agreements.
Mr. MARTIN. Not to my knowledge.
Senator MILLIKIN. No; of course not.
Now, Mr. Clayton, last year, and I assume again this year, you had

fears about what this law would do in the way of blocking further
trade agreements. But negotiations are under way now for 11 new
ones, and they seem to be progressing very nicely.

Mr. Thorp told us this morning that after they get together at
Geneva they expect to have some trade agreements in 3 or 4 months.
What, damage has the act of 1948 done to the negotiation of trade
agreements?

Mr. CiAyToN. Senator Millikin, I do not believe the negotiations
are under way. It is contemplated that there will be negotiations
with these countries in April. The Tariff Commission has not yet
done its work in the matter of the peril points.

Senator MILLIKIN. I am informed that they will have their work
completed by March 4, which is the due date.

Mr. CLAYTON. Yes, sir; and when that information is available and
it is submitted to the President in accordance with the law, and the
negotiations are then undertaken and initiated and carried through,
at that time and at that time only will we be able to determine whether
the new law has in fact impeded the making of worth-while trade
agreements.

-01

165



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Senator MILKIN. We have invited 11 countries to negotiate with
us, and they have indicated their willingness to do so. They, I assume,
are .preparing their groundwork for those meetings, and we are pre-
paring ours.

Mr. CLAYTON. That is right.
Senator MiKuN. Whether you have a trade depends on what hap-

pens after you get together.
Mr. CrArroN. Yes, sir.
Senator MU-n. So that under the act of 1948 nothing has pre-

vented the invitation of these countries, and nothing has prevented
their acceptance, and nothing has prevented the preparation of our
groundwork and the preparation of their groundwork, and Mr. Thorp
thinks that within 3 or 4 months after April we will have a new set
of trade agreements.

Mr. CLAYTo N. I think it is quite probable, Senator Millikin. I do
not think that they will be as good trade agreements as they would
have been under the old law.

Senator M]LmN. That depends on whether we want to focw-
judgment on the peril point or whether we do not, and you do not
want it.

Mr. CLAYTON. I do not want tQ; no, sir.
Senator MiLLnKt. I suggest to you that, if you are going to get

at this thing without focusing on safeguarding the domestic industry.
it might bebetter not to have trade agreements. They make a lot of
trouble.

Mr. CLAYTON. I don't think so, because the record is pretty good
up to now, and I believe the record will continue to be good. We may
make some mistakes.

I say "we." I am not in it any longer. But some mistakes will
doubtless be made. and there may be individual cases of injury or
threatened injury, and those cases will be dealt with under the escape
clause.

Senator MHLIKIN. Now, last year you took the same position. and
you said that you had to take chances, and you had the escape clause.

There is no use covering the whole ground in detail, but, under our
multilateral agreements, benefits and obligations are generalized.

Mr. CLAYTON. Yes, sir.
Senator MINK. If you take an escape clause, you have to antici-

pate compensating escapes by others, and maybe, only by one and maybe
by half a dozen, you cannot tell.

Mr. CLArYTN. That is right.
Senator M ILIKIN. That is a pressure, I suggest, against taking an

escape, especially when you cannot foresee what the compensating
escapes will be.

Mr. CLAYTON. I think, Senator Millikin, that under the President's
letter, I believe to the Honorable Sam Rayburn, he is committed to
the policy of seeing to it that no industry or producer or agricultural
group or industry in this country is seriously injured or threatened
with serious injury under the trade-agreements program.

Senator MnLIKTN. He is committed to that. and so was President
Roosevelt, and so were you. But you fight making a simple explana-
tion if you go below a peril point established by the Tariff Commis-
sion. Under your testimony, I suggest most respectfully, under your
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testimony you are not focusing on the safeguarding of American
industry as the determining thing.

You have mentioned under your own testimony, and we can go
through it, a half a dozen other things-whether the diplomatic situa-

'tion will be served or disserved by some proposed action, the effect on
conservation, the effect on resources, the effect on exportation. the
effect on threeor four other things which you yourself have mentioned.

So that, while the President may be committed to the protection of
industry, for the safeguarding of industry, you, Mr. Clayton, I sug-
gest, are not committed to it, because you modify it; you carve out a
whole group of exceptions which are not in any of the assurances of
the President or of President Roosevelt, or in your own assurances,
when you put your mind on that single subject.

Mr. CLAYTON. Senator Millikin, I am not the man to make the deci-
sion. The decision as to what remedial action, if any, were necessary
in the circumstances would be made by the President.

Senator MInLIKIN. Yes.
Mr. CLAYTON. And he has committed himself in the matter, very

definitely, in my opinion, and I do not think that there is anything
else to expect except that if the record clearly shows that industry A.
for example, is going to be seriously injured, he must take remedial "
action.

Senator MhLuIKIN. He must take remedial action, but he has also
definitely committed himself to the proposition that he should be at T
liberty to go below the peril point and make no explanation at all. i

Mr. CLAYTON. I do not understand that.
Senator MnixKiN. It is as clear as can be. The President is rooting

and tooting for the adoption of this new law, and the adoption of this 'T
new law exempts him from making even a simple explanation if he ". '

goes below a peril point.
Mr. CLAYTo.-. Well, Senator Millikin, in my opinion-the new

law, by that you mean the law passed in the Eightieth Congress?
Senator MILLIKIN. I should have said "new bill." .
Mr. CLAroN.. This bill that you have before you today? ID
Senator MILLKiN. This H. R. 1211, I mean.
Mr. CLAYTON. That, of course, excludes the peril-point arrangement

provided for in the bill passed by the Eightieth Congress, and I am E>
for that. I think that that is right.

Senator M xu.KcI. The President is also for it.
Mr. CLAYTON. Yes, sir.
Senator MILIKIN. The President does not even want to make a

simple explanation; no matter What his grounds may be for going
below a peril point, the President does not even want to make a simple
explanation to Congress, and he is acting as the agent for Congress.

Mr. CLAYTON. I think it goes back, Senator Millikin, further than
that. I do not think it is a disinclination to make an explanation. I
think it is a position that there should not arise the need for an ex-
planation; that the premise on which the whole thing is based is not
sound. It is not sound, in my opinion, to conduct trade agreements
and negotiations of trade agreements on the basis that an agency of
the Government can sit down and give you an exact figure below
which, if you go,.Vou are going to imperil an industry. I do not think
that that can be done.
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Senator MiWmrN. Mr. Clayton, the need for the explanation is in
your own testimony and the testimony of Mr. Thorp, that you are not
centering on safeguarding industry, that you will injure industry il
the interests of extraneous considerations. That is the reason for the
explanation.

Mr. CLAYTON. Senator Millikin, I have always said to you and to
others, and I say it again, that in the deliberations and in the decisions
of the interdepartmental committee I do not believe that a decision
has ever been taken and I doubt if it will be taken which, in the knowl-
edge of the committee, will bring about an injury to an American in-
dustry, for the purpose of accomplishing other benefits to the country.
I just do not believe that.

Senator MILLIKIN. Mr. Clayton, you have said again and again that
you take calculated risks.

Mr. CLAYTON. Yes, sir.
Senator MILLIKIN. How can you prevent injury if you as a policy

take calculated risks?
Mr. CLAYTON. We take calculated risks, Senator Millikin, but that

means that there is an area that you cannot possibly be sure of. It
does not mean that you have taken an action which you know is going
to result in an injury. That we do not do.

I say "we." We never did it when I was in the State Department,
and I do not believe they will do it.

Senator MILIKIN. I assume exactly what you have said again and
again, that you took calculated risks.

Mr. CLAYTON. That is right.
Senator MILLIKIN. And because you testified that you took calcu-

lated risks, and because others testified that you took calculated risks
which are inconsistent with maintaining the safeguarding of Ameri-
can industry, it is exactly the reason wily we adopted the procedure
that we did.

Mr. CLAYTON. I don't think it is inconsistent, with all due respect,
Senator Millikin. I do not think it is inconsistent. You take cal-
culated risks, and you cannot say at all that what you have done is
going to bring about an injury to an industry. If you knew it would
bring about an injury you would not do it.

But there is a possibility that it might, Senator Millikin. Not in
one man nor in any group of men in the world resides enough know-
ledge and understanding of the situation with respect to these dif-
ferent commodities to be able to say as of a certain day, if this indus-
try does not have 30 percent protection, it goes on the rocks. It just
does not exist.

Now, if it did exist today, what they would decide today would not
be applicable tomorrow, because conditions change too rapidly.

Senator MILIKIN. I suggest, Mr. Clayton, that you have destroyed
the whole basis of reciprocal trade acts in the statement you have just
made. If we cannot make good trades in the soundest judgment that
we can reach, then there is no virtue in the system.

You are saying that no one knows enough to make a good trade.
Mr. CLAYTON. No, sir. I beg your pardon. I did not say that, and

I would not say that, because Iknow otherwise. I am saying only that
no one knows the exact point below which if you went in protection
you would injure an industry in this country. Nobody knows that.
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Senator MmmIKIN. We are agreed that you cannot do it with a. slide
rule or a test tube; we are agreed on that; but when you have a body
like the Tariff Commission, which is a bipartisan body reflecting all
kinds of. political opinion and reflecting all kinds of experience, when
that committee with the standing you have attributed to it says you
are not safeguarding American industry when you go below this
1)oint, the President should be willing to say why he goes below it.

That is all that we are arguing.
Mr. CLAYTON. Senator Millikin, how do they arrive at that decision ?

In what way
Sentor MILLIKI.N. How do you do it on the interdepartmental

committee?
Mr..CLAYTON. Well, you do not arrive at it.
Senator MLLIKIN. You have the same test there.
Mr. CLAYTON. You do not arrive at that decision in the interde-

partmental committee.
Senator MILLIKIN. You should. President Truman and President

Roosevelt both assured us that that would be the test. How do you
arrive at it, then?

Mr. CLAYTON. We take some calculated risks, as I have said before.
Senator MILLIiIN. You have emphasized that to the point where

we have determined to protect against that calculated risk.
Mr. CLAYTON. And we have other things to consider besides the

so-called peril point in the interdepartmental committee, and they
aire considered.

To begin with, you have to interpret what is meant by a peril point
to American industry. Let us take the watch industry, for example.
Now, a Watch company has recently gone broke. They were one of
three, I believe, in this country manufacturing watch movements.
We make about two and a half or three million movements a year
in the United States and import around eight or nine million, perhaps,
from Switzerland.

Now, one of those companies went broke. It so happened that in the
year in which they went broke the other two companies enjoyed one
of the best years they had had in their history, so I am informed, and
are making plans to expand, and still another company is putting up
a $5,000,000 plant to make watch movements in this country.

I wonder what the answer would be there as to whether that indus-
try were injured by a low tariff on watch movements. One of them
went broke.

Senator MILLIKIN. I would probably spend 1 month or 6 weeks
studying that one out, and I am not going to answer it off the cuff,
but what I am saying to you, Mr. Clayton, in brief and most respect-
fully, is that safeguarding American industry and taking calculated
risks are antithetical terms and you cannot bring them together.

Mr. CLAYTON. If they are antithetical terms, the safeguarding pro-
cedure under a calculated-risk procedure is proper and right and
should be continued, in my opinion, because we have other considera-
tions in this country, particularly in our position as a leader of the
world in international economic matters, and we have considerations
other than protecting a factory that wants to get set up in the country.

Senator MILLIKN. There has been no suggestion of that.
Mr. CLAYTON. And the inefficiency and the efficiency.

86697-49-pt. 1-12

-C

JT

169



170 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Senator MILLIKIN. There has been no suggestion of that.
Mr. CLAYTON. I believe, Senator Millikin-
Senator MJLIKIiN. There is nothing in the law that requires it,

and there is no reason to believe that the Tariff Commission is figur-
ing its peril points that way.

Mr. CLAYTON. I do not know whether they are or not. I can say
this: that when you try to figure out the so-called peril points yoll
have so many factors involved, of efficient operation and inefficient
operation, of location of the particular factory in this country. whether
it is on the seaboard or whether it is in the interior, the importance of
which is dependent upon the kind of commodity that you are produc-
ing, that it is not easy.

Senator MILLIKIN. You are arguing with me that it is not an ea,v
job. I agree with you.

Mr. CLAYTON. It is an impossible job.
Senator MmmLKIN. You are arguing, then, that you cannot make an

agreement that will safeguard American industry.
Mr. CLAYTON. Yes; you can. You can do it by putting the tariff

so high that it will shut out everything.
Senator MIIKIN. No one is suggesting that, and it is not required

by the law.
Mr. CLAYTON. It is not required by the law.
Senator MULIKIN. The Tariff Commission is not proceeding on

that theory.
Mr. CLAYTON. They may not. The protectionists are, and they

would like to have it.
Senator MILLIKIN. They are not writing the law, and they are not t

administering the law.
Mr. CLAYTON. They are not administering it, but they are bringing

enormous pressure and they always will in respect to the writing and
administration of the law.

Senator MILUKIN. That is also true of the free-traders, Mr. Clayton,
the same pressures, only at the outer fringes.

Mr. CLAYToN. I do not believe the free-trader brings quite so much
pressure as the protectionist, because the protectionist's pocketbook is
immediately affected, and I think he is a little more concerned.

Senator BpxwsTF. You do not mean to intimate that the free-trade t
point of view has not dominated this Government for the last 14 years
very successfully, do you, whether there was pressure or not?

Mr. CLAYTON. I not only do not intimate it, I respectfully suggest,
Senator Brewster, that it has not dominated them. We are far from
a free-trade country.

Senator BREwsTF . We are just about 10 percent away from it under
the averages, are we not?

Mr. CLArrOYN. No, sir; covered up in that 15 percent which is said
to be the average rate of duty today on imports of dutiable goods are
tariff rates that run as high as 80 and 90 and some 100 percent, so I
am told. There is a list of them in the hearings before the House Ways
and Means Subcommittee last summer. t

Senator BREWSTER. That does not alter the weighted average of 15
percent, does it?

Mr. CLAYTON. But in respect to those particular commodities, what
I have just said shows that they have excessive protection. Anything
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that needs a protection of 100 percent should be allowed to be made by
someone else.

Senator MILLIKIN. Why, after all of these years, have you a tariff
like that? You have had the opportunity to change it.

Mr. CL.rYTON. You cannot do everything, Senator Millikin.
Senator MLLrIKIN. You should be putting your ax on a 100-percent

tariff.
Mr. CLAYTON. Yes.
Senator BREWSTER. You have had 16 years in which to do it.
Mr. CLAYTON. You cannot do everything and it may be that in the

particular case in point that there was no opportunity in reducing it
to get from the other country a compensatory reduction on some-
thing that we were interested in.

Senator MILLIKIN. It would probably mean it is an unimportant
item, would it not?

Mr. CLAYTOIN. Well, for example, I remember casein is one item
which comes from the Argentine, and I think I am correct in saying
that the rate is 80 percent, or was 80 percent.

Senator MILLIKIN. And we have a reciprocal trade agreement with
Argentine. Why did you not put the ax to it?

Mr. CLAYTON. You say we have a trade agreement with Argentine?
I will ask Mr. Brown on that.

Yes, we have. I had forgotten that.
Senator MILLIKIN. If you have a 15-percent weighted average, and

you are talking about these horrible items running up to 80 or 100
percent, it follows that you have a lot of items less than 15 percent
there.

Mr. CLAYTON. Certainly, but let me say this-
Senator BmwsTER. Two-thirds of them are free.
Mr. CLAYTON. I would like to make it clear, and I do not think it is

clear in the record, that I would like to claim that 15 percent on all
of the trade agreements that we have made, but I cannot so claim.

The bulk of that reduction from 52 percent of the Smoot-Hawley in
1932 down to 15 percent now is due to the force of prices. Sixty per-
(ent of our duties in point of weight of imports are specific and not
ad valorem so, obviously, as prices go up the percentage of the pro-
tection comes down and most of the reduction from the 52 down to
15 cents is due to the force of prices.

Senator BREWSTER. Is that, the result of the devaluation, to some
extent?

Mr. CLAYTON. I do not know, genator Brewster, whether it was or
not. That is an argument that you can get economists for both
sides on.

Senator BNEWSTER. I know that Mr. O'Brien was chairman of the
Tariff Commission, and he said that when we went over the gold
,tandard we practically abolished the tariff.

Mr. CLAYTON. I do not know about that. I only know that we have
had since 1932 a very great advance in prices. We all know that, and
that has obviously brough± 50 percent duty on a commodity selling
at 50 cents, and it becomes 25 percent if it goes up to $1.

Senator BREWSTER. If you have 2.5 cents a pound on fish at 7 cents.
and fish goes up to 20 cents, you have only 10 percent.

Mr. C'LAYTON. Or 12 percent. That is right.
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Senator BREWSTER. But the fact remains that your protection is
proportionately reduced, and assuming the same differentials prevail
between foreign and domestic costs of production. all you have is 10 or
12 or 15 percent protection.

Mr. CLAYTON. Your protection is reduced, obviously. The pro-
tection is largely in terms of percentage of value. I believe, and as the
market goes up the rates which are specific lose somewhat of their
protective value, and that is responsible for this big drop in the average
of protection.

We have done a great deal at Geneva to get the rates down.
Senator BRWSTER. You would not have any difficulty in the degree

of selfishness of those who produce the cotton and want to sell it in
the world market and so want as free trade as possible, and the attitude
of those who in New England indutry have built up a protective a
tariff. Do you differentiate between them?

Mr. CLAYTON. I would differentiate in the knowledge of the two
groups as to where their interest lies.

Senator BREWSTER. You think the New England protectionists are
not very wise?

Mr. CLAYTON. He is a whole lot more wise about where his interests
lie than the southern cotton pickers.

Senator BREWSTER. If we could only be ts successful as you and your
associates in securing the adoption of our policies, I am sure we would
be all very much delighted, Mr. Clayton.

I was over in Mexicalo last Sunday, and I saw some very admirable
cotton operations carried on there, and I saw one of the most impres-
sive cities that I have seen develop in the last 10 years since I was last
there 10 years ago, with most modern homes mostly built with Amer-
ican material, all of which had been made possible by that tremendous
cotton development in Mexico. I could not but admire the enterprise
and American capital that had gone into that.

Senator MILLIKIN. You opened your remarks by pointing out that
we have a very substantial export over imports. and that we could not
continue indefinitely to go on with that sort of procedure, that we e
would have to be paid some time. and that the only way foreign coun-
tries can pay us is to import into this country.

Did you intend that in any sense to modify the principle of safe-
guardiig American industry ?

Mr. CLAYTON. No. sir; I did not. All that I have said on that sub-
ject is modified bv the policy that ha§ been adopted of taking no action a
which would seriously injure an American industry.

Senator MILLIKIN. So that when Europe gets to the point where
she can export to this country. you are not saying that we must take
those exports willy-nilly, without respect to the impact that it may
make on our own domestic industry.

Mr. CLAYTON. No. sir; I am not.
Senator MrLLIKIN. Your thesis in making these trade agreements is

that we have to take a calculated risk, and having taken the calculated
risk. if we made a bad deal we get out with the escape clauseI

Mr. CLAYTON. That is right: and I add to that that we have not made
many bad deals yet, as the record shows we have made but few, and I
really do not know of any.

Senator MrLLiKI. Of course, you would not suggest that we are in
a period of time where that can be tested.
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Mr. CLAYTON. We are getting there awfully quick.
Senator MILLIKIN. That is what is worrying me.
Mr. CLAYTON. And we have been getting there for the last 12 months.

and I think we have gone long enough to have developed trouble if
there had been any. We may develop some trouble in the future and,
if so, I am sure it will be dealt with properly.

Senator MILLIKIN. There has been no real test in the great bulk of
the items negotiated at Geneva, has there?

Mr. CLAYTON. Well. that negotiation took place in 1947, and we are
getting imports at the rate of $7,000,000,000 a year. last year. That is
a lot of goods. This matter of imports, I think, Senator Millikin, is
not fully understood.

When one fears injury, it is largely because of a feeling that the
market is static, and the market is not a static thing. The market is
a moving thing and, with more imports coming in, the consumption of
goods is increased, the demands of the people for goods in variety and
'quality and quantity are almost limitless.

With imports coming in of new kinds of goods and new ideas and
new things, with foreign marks and foreign color and that sort of
thing, it can increase greatly and it will increase greatly.

Senator MILKI-N. You are not saying that at the present time
the export potentialities of Europe have even begun to be realized,
are you?

Mr. CLAYTON. No, sir: they are going to increase, but they are up
-now at least 25 percent in industry.

Senator MILLIKIN. And they are using the bulk of their production
for domestic purposes?

Mr. CLAYTON. Yes; they are up 25 percent in production in indus-
try on the whole-if you leave out Germany, over 1938.

Senator MILLIKIN. And if you leave out the growth of population?
Mr. CLAYTON. Well, certainly, the population. Those countries

have increased in population.
Senator MILLIKIN. So generally speaking, I suggest the European

countries have not yet reached the point where, with rare exporting
exceptions, they can take care of their own economy? If there is any
question about it. we will get some statistics.

Mr. CLAYTON. Well, of course, they are exporting very heavily
because there are certain kinds of goods of which they produce a
surplus for export.

Senator MILLIKIN. But they are importing very lightly, which
affects the export angle of your argument.

Mr. CLAYTON. They are importing lightly?
Senator MILLIKIN. Yes.
Mr. CLAYTON. Very heavily.
Senator MILULKN. Great Britain has not restricted imports.
Mr. CLAYTON. Yes; but they are importing very heavily. They

restrict it in the sense that they limit what their citizens may have in
the way of imported goods, but they are all importing very heavily.

Senator MILLIKIN. Is that reciprocal trade?
Mr. CLAYTON. No; it is not reciprocal trade because they are getting

those imports free under ECA largely.

Senator MILLIKIN. Now, is it not a fact, Mr. Clayton, that we have
no such thing over the world as reciprocal trade in the way it was
envisaged?
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Mr. CLAYTON. Senator Millikin, we have enormous reciprocal trade
all over the world.

Senator MiLmKiN. You have reciprocal trade with every country
in the world having import quotas, monetary licenses?

Mr. CLAYrON. Certainly.
Senator MLLIKmN. Exchange restrictions?
Mr. CLAYTON. Yes.
Senator MILIJKIN. And we are the only ones who do not have that.

You call that a successful reciprocal trade system?
Mr. CLAYTON. I did not say it was successful. I said we had plenty

of reciprocal trade.
Senator MLLIKIN. It is reciprocal in the sense that with few ex-

ceptions we have no monetary restrictions, and we have no quotas,
we have none of these restrictive devices, and where under the list
that you put in last year every other country in the world has them.

Mr. CLAYTON. But we have reciprocal trade just the same.
Senator MILLIKIN. That is the way we reciprocate. We reciprocate

with an open market whereas they reciprocate with a closed, con-
trolled market.

Mr. CLAYTON. But they buy our goods.
Senator MILLIKIN. That is a strange notion of reciprocal trade.
Mr. CLAYTON. They buy our goods. Let me comment a little on

that.
I heard your questioning of Mr. Thorp on the subject. Nearly the

whole world has all kinds of restrictions today, Senator Millikin, on
their imports. They have, as you said, import quotas, they have ex-
change controls.

Senator MruuKIN. Export quotas?
Mr. CLAYTON. Yes. They have export quotas. We also have in

some things. They have exchange controls and import quotas.
Senator MILLIKIN. And preferences?
Mr. CLAYTON. Yes, and preferences. And the reason they have

them and we do not, of course, is that nearly all the rest of the
world is a very sick world in the sense that they are suffering still
from the aftermath of the war.

Many of the great industrial countries, of course, were greatly
damaged by the war, as you know, physically damaged, and damaged
in other ways. They have not in all respects recovered their produc-
tion, particularly in agriculture. They are short of buying power
abroad because they exhausted that during the war. They have not
the means with which to buy freely in other parts of the world, so
that they are compelled to put on import restrictions which will
limit their intake of goods to their ability to pay, plus ECA, of course.
ECA was set up to meet that problem.

Senator MILLIKIN. I would not quarrel with that proposition.
Mr. CLAYTON. Now, you take almost any part of the world, and

that is the situation that you have, except in the United States. The
United States developed during the war this enormous productive
capacity of everything. We outstripped the-,world, and we did it
largely because we have no tariffs between the 48 States, and because
every factory and every farm has an enormous market at home, so
that it can develop in a very large way. We are therefore almost the
only country in the world that does not have to or is not compelled
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)' force of circumstance to put on these restrictions on imports. Not
entirely, however, for there are other countries, but very few, to whom
this applies.

It is almost like a family that has been rich and developed ex-
travagant habits, and lived well, and then suddenly they have financial
reverses and the head of the family must sit down and tell his house-
hold, "You have to live within this." That is what these foreign
cmntries are having to do. It is not because of protective reasons
for their industries, it is for protective reasons of their treasury.
Senator MILLIKIN. Call it what you will. those burdens or those

hurdles have to be surmounted by American exporters.
Mr. CLAYTON. Yes; and it could not be otherwise, because if it were

otherwise, and it. is otherwise to the extent that ECA has supplied
the gap. we would he giving our goods away, because obviously they
can buy only for what they cau pay.

Senator MILLIKIN. All I was saying was that we do not have a
true reciprocal-trade system over the world, and you have demon-
strated that.

Mr. CLAYTON. The volume of trade is almost the same the world
over. -"

Senator MILLIKIN. I do not deny that, but I do deny that there is
reciprocity in trade.

Mr. CLAYTON. We do have reciprocity in the reduction of tariffs.
SenatorMILLIKIN. We have, but the tariffs have now become the

most inconsequential hurdle to trade relations, and the other fellow
maintains all of the things that really have potency in them.

-Mr. CLAYTON. You are right, but under the International Monetary -- %
Fund and under the ITO if it should be adopted those things will all at
disappear in time as the world recovers economic health, and as these -.
countries are able to do enough export business to create the foreign
buying power which is needed to pay for theirimports.

That will certainly take place, Senator Millikin.
Senator MILLIKIN. I suggest to you that the tendency will be entirely c

the other way. We are off on a great international movement toward
.,tate socialism and toward stateism. Your original conception of
the reciprocal-trade agreements was to drop the barriers between in-
dividuals trading with each other, and now with the intervention of __ 

-

all of this stateism and all of this state control export and import,
you cannot possibly square that with your original theory of reciprocal
trade, and the tendency is getting worse that way, rather than easier.

Mr. CLAYTON. Senator Millikin, if the world can escape a war for
10 years and serious threat of war, and if the United States is willing
to continue the leadership which it assumed by reason of circumstances
after the war in this field of international economic relationships, we
will go in my opinion in the other direction, the opposite way of what
you say.

I think that the opportunity is open to. the United States today to
continue this leadership and to direct the world back to multilateral
trade,

If we step aside and surrender our position of leadership, there is no
one else in the world that can take it up, and I can assure you of that.
There is no other country in the world that can take it and if we sur-
render it, we will all go back to autarchy, extreme nationalism, export
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and import, quotas all over the world in my opinion, and certainly in
time in the United States we will be unable to escape having to do the
same thing.

Senator MILLIKIN. Now, let me ask you to give illustrations of where
the operation of the reciprocal-trade program has broken down
stateism any place, has broken down quotas any place, has broken down
any of these things of which-we are talking.

Mr. CLAYTON. I cannot cite you at the moment any case in which it
has. I can only say that thigh war has upset all of those things for the
time being, but we have these agreements on tariffs and whether they
have quotas or whether they have anything else, the reduction of tariffs
reduces the price of goods to the consumer, so that our goods that move
into France or may move into Belgium or Holland or England, or
wherever they have cut their import quota on our goods, the price of
those goods has been reduced, and therefore we have opened up in a
way new markets for our goods.

Now, in timi, in due course, if as I say, the world can get by without
another war, or a serious threat of another war, in due course all these
restrictions of which you speak, import quotas and export quotas and
exchange controls and so on will fall away as the world comes back to
economic health.

Senator MILLIKIN. I suggest that unless our leadership results in a
reversal of the trend of the world toward totalitarian government.
state socialism or whatever you want to call it, I suggest that unless
you can reverse that trend your situation will grow worse rather than
better.

Mr. CLAYTON. You are right. Certainly it will.
Senator MIJXIN. What is there in our leadership that is going to

change that?
Mr. CLAYTON. I say that we can do it. We can do it under the ITO

and we can do it underathe reciprocal-trade-agreements program, and
the enormous power that we exercise in the world and can exercise in
the world today by reason of our position.

We can reverse that trend or we can surrender the whole business
and let it go into economic chaos.

Senator MILLIKIN. However, settlement of lease-lend has led to a
whole lot of things, our reciprocal-trade system, our ECA money, our
help of all kinds to the world, but so far as I can see it has not retarded
any of these bad tendencies under our leadership.

Mr. CLAYTON. It cannot be done so long as the world is so sick. The
world is very sick, and you cannot expect of a sick man what you would
expect of a well man.

Senator MuILIKIN. During this 10-year period to which you refer I
think that you can argue that those foreign nations will become solidi-
fied. in their state socialism, that they will become jelled in those svs-
tems rather than weakened.

Mr_ CLAYTON. I do not think so. I think as time goes on and as
production increases and markets open up and trade is resumed and
these countries commence to get on their feet, as they will if they can
market their goods, I think that a climate will be created thereby
which will enable them to keep the agreements they have made. They
have agreements now. and the ITO and the International Monetary
Fund, they have all got agreements within a certain period to take off
these controls.
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If circumstances will permit them to do it, I am sure that they will
do it, and I think that we can lead the world back to multilateral
trade and a great liberation of the productive resources of the world.

But if we step aside here, if we refuse to continue this leadership
which we have taken on ourselves, and there are plenty of examples
of it in the last 3 or 4 years-if we step aside and do not carry
on that leadership, you may be sure that what you say will take place.

The world will go back to economic autarchy then.
Senator A[ILLIKIN. I am not suggesting that we abdicate our lead-

ership, I am suggesting that the heart and soul of our leadership is
that we keep this country sound, and we cannot do that unless we safe-
guard domestic industry.

Mr. CLAYTON. We must keep this country sound not only in that
respect, but financially and every other respect. If the United States
does not remain strong it simply cannot assume this responsibility
of leadership that we all understand.

But I can also assure you, Senator Millikin, that we have nothing
in this program in my opinion, and I have studied it very carefully
and it was under my direct supervision in the Department of State
for over 3 years, we have nothing in this program which an industry
in the United States need fear is going to seriously hurt it. If it should
develop that-we are wrohg, that we have made the wrong decision,
there are ample avenues of redress to them.

Senator MILKIN. I can only oppose to that your own statements
that you will take calculated risks, which is the antithesis of safe-
guarding.

Senator BREWSTER. Now, you used this 15 percent figure. That does
not accord with the figures which I have from the Tariff Commission
for 1948, which show imports of $4,118,000,000 free, and imports of
$2,919,000,000 dutiable, or a total of $7,000,000,000 altogether as you
indicated. But on the dutiable percentage it is 13.7, and the free and
dutiable, that is, the average for the entire group, free and dutiable is
).7, which is the lowest in the entire history of this country, back as
far as these figures go, to 1910.

Mr. CLAYTON. Of course, Senator Brewster, I had not seen the 1948
figures. I saw the figures that the Tariff Commission got out last
May, I think it was, or April, and at that time it was just under 16
percent average on the dutiable imports.

Senator BREWSTER. In 1947 it was 19.4.
Mr. CLAroN. The figure that I saw was just under 16 percent.
Senator BREWSTER. That probably was after the few months of

1948.
Mr. CLAYTON. They may have included a few months of 1948.
Senator BRXWSTER. It is down to 13.7 on the dutiable and 5.7 on the

total, which I am sure you would agree is a pretty limited protection.
Mr. CLAYTON. I think it is the lowest we have ever had. I do not

think it really means anything to add the free and the dutiable. I
think the only thing that is important is the average on the dutiable.

Sovator BREwrrEr. Well, you will note that we do have $4,000,-
000,000 of duty-free imports, and about-that we never hear anything
at all, and now when you talk about protectionists they do not talk
about the $4,000,000,000 that we are getting a year free of any duty
at all.
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Mr. CLAYTON. Well, Senator-
Senator BREWSTER. Even under the Republican tariff.
Mr. CLAYTON. Those things do not compete with anything in this

country.
Senator BREWSTER. But in using the argument that we must i-

port in order to export, I do not ever here these high-minded patriots
talk about the $4,000,000,000 that we are getting in absolutely free.
which is extremely misleading to the people of this country who after
all are dependentupon getting the story straight.

Mr. CLAYTON. Of course, our consumption of these things such ;is
coffee and rubber and tin and all of these many free things has greatly
increased since the war, and that is important.

Senator BREWSTER. And that goes to a very material extent to
obviate the argument which we constantly hear that we must import
more in order to export more. That is the extent to which our free
items come in and in that way offsets our trade balance.

Of course, it is thab free item alone of $4,000,000,000 which is now
greater, I suppose, than we had before the war on our total exports,
was it not?

Mr. CLAYTON. YOU mean imports.
Senator BREWSTER. Well, either one.
Mr. CLAYTON. If you go back as Senator Millikin did this morning

to 1928 and 1929, they were bigger then.
Senator BREWSTER. You mean our imports or exports?
Mr. CLAYTON. Our exports were bigger than $4,000,000,000.
Senator BREWSTER. Not very much, though, were they?
Mr. CLAYTON. They went up to $6,000,000,000, if I remember cor-

rectly. I believe it was 1929. Something like that.
Senator BREWSTER. The figures on imports were then around

$3,000,000,000, that is, free imports. The others were up to $4,000,-
000,000.

Mr. CLAYTON. I thought so.
Senator BREWSTER. The free and dutiable total is there. You used

the figure of 25 percent on European production outside Germany,
and I heard Mr. Howard Bruce give last night what I assumed to be
the authentic figure of 18 percent. We discussed this figure last night,
that they are 1$ percent above prewar.

The CHAIRMAN. That is the total of the European?
Senator BREWSTER. Outside of west Germany.
The CHAIRMAN. I think that was the total. Some countries are

much bigger than that.
Mr. CLAYTON. I think that was of all production. I was speak-

ing only of industry, because agriculture has lagged very materially.
Senator BREWSTER. The most impressive figure he gave me was that

England was now exporting 137 percent of prewar.
Mr. CLAYTON. That is right.
Senator BREWSTER. That is very impressive, and it shows what I

think Senator Millikin has pointed out, that they are moving very
rapidly into this field. apd of course it is a natural matter of concern
to those interested in textiles and other production of that character
as to its impact on our market.

Mr. CLAYTON. They evidenced concern, but the total importation of
woolen goods is a good deal less than 5 percent of our production.
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Senator BREWSTER. How do you explain the current rate of unem-
ployment of 50 percent in the woolen textile industry?

Mr. CLAY'rON. I don't explain it. I do not understand it.
Senator BREWSTER. If you were unemployed, I am sure you would

u, understand it.
Mr. CLAYTON. I do not believe it las come from imports.
Senator BREWSTER. The fact remains that everywhere in the coun-

try you see English woolen imports. I traveled the country this last
week, and I know. Now, I have no actual import figures because they
are not available for the last few months. I have asked for them.

Mr. CLAYTON. The railroads are laying off. I noticed where one
railroad laid off 3,000 men a few days ago, and that is not due to im-
I)orts, certainly. It is due to general conditions

Seniator BREWSTER. That is right, and how far those general condi-
tions affected by the volume of our imports rising to $7,000,000,000?
I am sure that that must have an impact. That is certainly a sub-
s tantial amount toward our domestic production.

Mr. CLAYTON. And still they lack $6,000,000,000 of paying for the
goods we sent abroad.

Senator BREWSTER. I think we could perhaps be a little more pru-
dent in our exports.

Mr. CLAYTON. I should not wonder. I would like to see us get paid
for more of what we do send.

Senator BREWSTER. I am sure that we all share that desire. ")
The CHAIRMAN. As I understand you, you say while we have recip- 1 :

rocal trade all over the world it is not a perfect system, and you have
never claimed that it is now working perfectly? cup"

Mr. CLAYTON. No, sir: far from it.
The CHAIRMAN. And under the present work conditions it will be . I

Iuuite impossible to expect it?
Mr. CLAYTON. That is right.
The CHAIRMAN. As to the escape clause, that is valuable to meet

changed conditions, as well as to relieve against an error of judg- C
ment - 0

Mr. CLAYTON. That is right. I am glad that you brought that up.
The CHAIRMfAN. Principally to meet changing conditions?
Mr. CLAYTON. That is right.
Senator BREWSTER. How many times has that been used, do you

knowV
Mr. CLAYTON. Well, we have used it two or three times. That is,

we have used the Mexican escape clause type, that has been used two
or three times before we agreed on the escape clause to be placed
in all trade agreements.

I do not know whether the procedure which requires investigation
by the Tariff Commission has actually been used or not. Someone
in the State Department would have to answer that on the Tariff
Commission.

Senator BRzwsmR. I have a note that Mexico applied its escape
clause to 12 items in December of 1947.

Mr. CLAYTON. Yes; that is correct. We had a renegotiation with
Mexico.

Senator BREWSTER. In addition, Mexico has withdrawn all of the
concessions granted in the trade agreement with the United States
and increased many of her duties?
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Mr. CLAYTON. The duties that they increased. Senator Brewster,
were largely duties which had lost their protective incidence due to
great inflation of prices in Mexico, their prices had gone way up, and
these were specific duties. That was done with the understanding
that there was to be a renegotiation of the agreement.

I have been out of the Department about 6 months now, and I do
not know whether that renegotiation has taken place or not.

Senator BREWSTER. That apparently is still in process. It says they
have been in process for a year and a half negotiating with Mexico
concerning her concessions to us, and has not been willing to consider
any withdrawal of our concessions to that country.

What about the action from Ireland'? Do you know of how many
cases we had for appeal for action under the escape clause?

Mr. CLArroN. The Tariff Commission would have to act on that.
They go direct to the Tariff Commission.

Senator BREWSTER. There have been two which were dismissed, and
there are two still pending.

Mr. CLAYTON. That is right.
"Senator BREWSTER. So that either there has not been occasion for

it, or it has not been very effective, one or the other.
Mr. CLAYTON. There has been practically no occasion for it. I

think that you may assume, Senator Brewst , that any industry that
is injured or is threatened with serious injury will take occasion to
apply to the Tariff Commission to invoke the escape clause.
PSenator BR1wsmI. You feel that that is a fairly effective manner

of relief?
Mr. CLAYTON. Yes; I do.
Senator BREWSTER. You have great confidence in the capacity of

the Tariff Commission to apply that within the limits of their power?
Mr. CIArrON. I have, yes.
Senator BREWSTER. You have indicated that in the case of the spe-

___ cific duties it actually amounts to no protection even if they went to
the limit of the 50 percent which the President authorized to make
as an increase, as a result of the change in world conditions? I un-
derstood that from what you said.

Mr. CLAYTON. I am sorry, sir; I do not quite follow you there.
Senator BREWSTER. I am speaking to the specific case of fish. We

had 2.5 cent duty on 7-cent fish and fish goes up to 23 or 24 cents, and
WOW immediately 2.5 cents is 10 percent and doesn't amount to anything,
6-- and even if they increased it 50 percent, which would be 3.3 cents, it

would still have practically no bearing on the very large differential
in the cost of production, which has been increased many times as a
result of this inflation.

Mr. CLAYTON. I agree with you that 2.5 cents is 10 percent of 25, and
if it were 30 percent before so now it is 10 percent. Prices have gone

up in that way.
Senator BREwsTE. I speak to you as an expert, because you have

been in this field for 3 yea1 rs, ard I am sure that vou would agree with

me that the differentials in the cost of production to a very material

extent followed this increase in price.
That is where before 2.5 cents might have been ade uate on 7- or

8-cent fish, when you treble the value of the fish you had a very much

wider spread in the relative cost between this country and the other

countries.
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Mr. CLitON. On that I just do not know, Senator Brewster, be-
cause I do not know about fish. I do know this, that in many things
as a result of conditions brought by the war, that even with a great
increase in price that foreigners have not been able to compete with
this country in many products.

Senator BREWSTER. I will give you a specific illustration.
In the past 2 weeks, the great generator for the Cleveland mu-

n:icipal plant was under bid, the American concern losing the bid to a
Swiss concern by $500,000. I think that is a pretty poignant illus-
tration of what these countries are now being able to do. I was in the
Vickers works in England this past fall where the highest paid
mechanic was given $30 a week, as a result of the $2,000,000,000 we
were absorbing in the differentials in food prices, so they were able to
live and eat on their austerity program and produce the work on a
piece basis.

That is at $30 a week. The textile people were at $20 and $25 a
week. Now, you know what the differences are in our country on those
scores, and I cannot see how anyone particularly possessed of your
very considerable experience, can doubt what will be the effect of this
when we get down to a 6-percent protection.

Mr. CLAYTON. Well. Senator Brewster, we have been able in thi.
country by new techniques-

Senator BREWSTER. And labor-saving machinery.
Mr. CLAYTON. Yes, and the vast free market we have. )
Senator BREWSTER. That is right.
Mr. CLA.YTON. We have been able to compete with the rest of the 1 :

world. You just look at our exports. take our exports that we get a- (%.
paid for, and you will find, in the textile industry, for example, that at
the cotton textile industry is still exporting, I think I am correct in -

saying this, goods equivalent to 500,000 bales of cotton.
That is a lot of goods, and they are meeting the rest of the world, -

the British and Italian and the French and what have you.
Senator BREWSTER. We have always been told that that was a re-

sult of our labor-saving machinery, the most modern character we had,
coupled with American labor, that they were able to produce far more
efficiently. Is that your view? C)

Mr. CI rrow. More efficiently, and then one of the big elements in
our ability to compete is the enormous domestic market we have with-
out tariffs. We can move goods over 48 States and 150,000,000 people,
with a high standard of living and money with which to buy and in
that way we get a foundation of an enormous volume of production.

Senator BREWSTER. Take the specific item of cotton textiles on
which you are certainly an authority. It, is true that the British mills
have not been modernized at all to the extent, that ours have in ma-
chinery; is that correct?

Mr. CLAYToN. It is correct. It is entirely correct.
Senator BREwsTER. What would be the result if we should modern-

ize those mills in Great Britain and elsewhereV
Mr. CrAYToN. We pro*.y would be a few steps ahead of them,

and have an ultramodernization here that would be still ahead of them.
That is the history of everything, all over our industry here, Senator
Brewster. As other countries adopt methods we have here, we adopt
new ones, and we go ahead.
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Senator BREWSTER. Would it disturb you at all of you knew that
the most modern textile machinery that we produce in New England
today, and we are supposed to be pretty well up. that 60 percent of it
is going abroad under the options of our foreign reequipment pro-
gram? Would that disturb you?

Mr. CLArro.. I do not think it would.
Senator BREwsmT. American manufacturers find great difficulty in

being unable to secure these more modern types of machinery they (de-
sired, while 60 percent of it was going abroad. They were down" here
recently complaining to me about it.

Mr. CirATo. I do not think it would bother me. I just have the
greatest confidence in our industry in this country to keep ahead of the
rest of the world. They have done it up to now. and I believe they
are going to be able to continue to do it.

Also, we have such a great increase in the population of the world.
and the need for textiles.

Senator BREwSTFR. Well, if you will put the cotton textiles on the
backs of the rest of the people of the world. I will be very enthusias-
tic about it. but if you bring it from Brazil or Miexico or England
into this country, and close down the textile mills in Lewiston, Maine.
I shall take very serious issue with you, and I fear that that is going
to be the result.

Mr. CLAYrTO-. And you would be right, and I would do everything
I could to try to see that some redress was had.

Senator BiuEwsTER. In the next few months you may hear from me.
as time goes on.

Mr. CL.'rron. All right, sir.
Senator MiLLIKix. Let me ask one more question. please.
As I understand it. the only time the President would be required

to invoke the escape clause would be on an unforeseen injury. If yon
took a calculated risk, its injury would be foreseen: would it not!

Mr. CLAYTO.N. I do not think that that is the standard basis at all.
Senator Millikin. There is no record of any calculated risk in any
particular commodity or any particular action. It is just something
that is taken into account all of the way through. But if an industry
is injured or is threatened with serious injury and applies to the Tarif
Commission. and the Tariff Commission recommends to the President
that some action should be taken to give redress, I would take it the
President is going to give redress.

Senator MILLiKL,-. I suggest to you that the language in your trade
agreements limits itself to unforeseen injuries, and I suggest to you as
a matter of elemental logic if you foresee the injury, if you are taking
the calculated risk, the clause is not applicable.

Mr. (LArro-. Senator Millikin, the State Department in my ex-
perience or. rather. Interdepartmental Committee has never made a
recommendation to the President to reduce a given tariff where they
foresaw definitely that that action would cause injury to an American
industry. They have never done it.

Senator MniaRx-. You have stated again and again that you have
taken calculated risks.

Mr. o rrox. But that is different from knowing that an injury is
going to be caused.
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Senator MiuLiN. I would like to read into the record the steps
necessary to invoke the escape clause.

1. If a producer in the United States believes that he is being seriously injured
-i the result of a tariff reduction "r other concessin made by this country in a
trade agreement he must file an application asking the Tariff Commission to
matke an investigation.

This application must give a great deal of information concerning the appli-
(.ants' business as outlined in the Commission's Rules of Practic-e and Procedure.

2. After receiving the application the Commission makes a study to determine
whether or not it will order an investigation.

According to the ('ommission's Rules of Practice and Procedure. an investi-
gtion will not be ordered unless inip-rts have actually increased relative to
(Itmesie production. The threat or imminence of greatly increased imports,
therefore, is not of itself enough to get the ('ommis.ion to order an investi-
-ation. This preliminary study would in most cases require several weeks.

:3. If, after this preliminary study, the Commission orders a formal investi-
gation it will hold a public bearing, the usual notice. of which will be 30 days.

The Commission's staff will begin the accumulation of a lairg-e volume of
statistical data and other information and in virtually all cases a field investi-
g~ation will be made that is. experts of the Commission's staff will visit various
plants in the industry. This hearing and investigation in the case of a large
industry would be time-consuming and might well require several months.

4. After the hearing and investigation, the Commission will then begin a care-
liil study and analysis of the available information and the preparation of a
report to the President setting forth its findings.

The time required for this phase of the procedure will depend upon the number
(of producers in the industry, the complexity of the problems iriiolved, and the
amount of other work before the Commission. The time required would probably
vary from several weeks to several months.

5. After the Commission makes its findings and completes the report, the 1
report is sent to the President. st

The President is under no obligation whatsoever to take any action. The (
President is merely required to give the report "his consideration in the light
of the public interest." The trad-agrements program was initiated by the
administration and is considered to be an important part of the administrations
foreign policy. Moreover, under the escape clause, if the United States withdrew "t
or modified one of its concessions, foreign countries would be at liberty to with-. --
,Iraw or modify equivalent concessions which they bad made to the United
States. Obviously. therefore, the President will proceed with great caution in
allowingg any recommendation of the Tariff commissionon for the modification or

withdrawal of an important concession because to do so would jeopardize or
iight even nullify the agreements.

6. Assuming the President decides to take action under the escape clause he
must then notify in writing all the countries which are parties to, trade agree-
inents and then must consult with all such countries which have a substantial
interest as exporters of the product concerned.

The number of countries with which the President would have to consult
would vary considerably but would probably be seldom less than 4 or 5. and
frequently as many as 12 or 13. Such consultation would in all cases be time-
(',nsuming and in most cases would probably require months. If the concession
which the President proposed to modify or withdraw were of substantial interior
t., foreign countries, that is, it resulted in large imports into the United States,
the foreign countries would naturally be reluctant to consult with the President,
and would delay the consultations as long as possible. It should be noted that
although the escape clause permits the President. in critical circumstances, to
a8t first and consult afterward, the possibility that he would take such drastic
action is almost nil.

We have gone through this before, but I wanted to get it into a little
more detailed fashion.

Let me bring to your mind this picture. Mr. Clayton. If we were
Confronted with a situation as we were during the Underwood Tariff
period, when we had an enormous engulfment of imports. you would
are to make so many escapes that you would tear your whole recipro-

cal-trade system to pieces if your system is based on taking calculated
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risks. That would not do the peace of the world any good under your
own theory.

The CHAIRMAN. Senator Butler, do you have any questions?
Senator BUTLER. Mr. Clayton was saying something about the

necessity in E. gland of their taking precautions in their own defense
to limit the imports. I believe he used that illustration.

I simply wondered if you can conceive of a time approaching here
when we might take the same precautions?

Mr. CLAYTON. No, sir, I cannot. Capacity to produce goods is so
enormous here and the need of those goods is so great over the world
that. I think that we are likely to go for a number of years with an
excess of exports over imports.

Senator BUTLER. There are a few places in the world now that do
not have the same kind of equipment that we did here because when

it is available here it is available to nearly everybody.
Mr. CLAYTON. Well, I think that the situation over the world in

industrial production certainly, and indeed, in agricultural produc-
tion. is such that the United States is so far and away ahead of the rest
of the world in production techniques and deficiencythat there is little
comparison in most things.

Now, in some things, and maybe in the -generator in Switzerland or
-f something of that kind what I have said may not apply, but I am

speaking generally as regards agriculture and industry.
Senator Brewster made some remark about the British textile in-

dustry and the cotton textile industry here, and all we have to do is
to take their word for it, their reports and their statements about the
conditions. There is the greatest difference in the world between the
productive efficiency of our textile industry and that of the British.
Ours is far from being as efficient as it should be, and I am sure that in
the next 10 years we will hardly recognize what we will see then in

:,MI comparison with what we have today.
In the production of wheat there are very few countries in the world

that can compete with our farmers.
Senator BUTLER. The land is the principle thing with crops.
,r'. CLAYTO-N. It is not only the land, it is the mechanization and the

size of the unit of farm and all of that sort of thing. There are so
many things that are involved.

Senator BUTLER. I would like to get back just a moment to the
question of England and other nations having found it necessary toloop limit imports. That is correct?

Mr. CLAYTON. Yes, they have.
Senator BUTLER. And their exports have gotten to a point where

they are beyond what they were in the prewar period.
Now, does it not at least cause a little concern on your part and on

the part of others who have been responsible for this program to
think that perhaps the unemployment that is developing very rapidly
and is now at a serious point in our country may be developing the
same kind of a problem that they have over there?

M r. CLAYTON. No, sir. I do not think so. I think, Senator Butler,
that if we were to lose a substantial amount of the exports that we
now make from this country you would see unemployment increase
very rapidly. I think our dangers from unemployment are much
greater from the loss of our export markets than from an excess of
imports.
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Senator BUTLER. Our principal market is our domestic market, and
perhaps always will be, as you have stated.

Mr. CLAYTON. Yes, that is right.
Senator BUTLER. That is all.
Senator BREWSTER. Apropos of what Senator Millikin said a little

while ago, there was a recent case that is pending here of the Japanese
gloves being offered in this country at $2.70 a dozen. The glove manu-
facturers in this country are entirely unable to meet such a figure.

Now, that is only an offer at the present time, and it would probably
be 6 months before those imports wQuld come in. Meanwhile, the glove
manufacturers in this country have to wait. They cannot make an
appeal under the escape clause for there are no imports, but they have
to wait until the imports arrive. Meanwhile they have to close down as
far as that respective market is concerned. The orders are placed, and
they will come through.

Now, is there any practical way of relieving us of a problem of that
character '

Mr. CLAYTON. They do not have to wait until the imports arrive.
The escape clause says if they suffer serious injury or threat of injury. -t
Now, if they can prove that these offers are bona fide offers, and are
being accepted and that the goods are on the way or are moving-

Senator BREWSTER. They would not be moving, they would prob-
ably be in the process of manufacture.

Mr. CLAYTON. I do not know what rules the Tariff Commission has
adopted, but if they can prove that there have been bona fide offers
accepted by importers in this country, I would think that that should 1
he as good as if the goods arrived, or as good evidence as if the goods
had arrived.

Senator BREWSTER. You would agree, I suppose, that during both
the 1930's of the depression and the 1940's of the war that the prob- "
lem has not been tested in any realistic way. Would you agreed with 1
that ?

1r. CLAYTON. What problems?
Senator BREWSTER. The problem of whether we have had adequate

protection, and whether or no our various protective devices would
operate.

Mr. CLAYTON. I think, Senator Brewster, that, that is probably true,
and that the real test will come if we have a serious recession, not a
depression. I do not want to speik of that, because I do not think 30
we are going to have it, but if we have a serious recession in business,
I think that then the problem will arise. We will know pretty soon.

Senator BREWSTER. May not the recession grow from the increased
productivity of foreign countries as a result of their revival, and as
a result of our reequipment of their factories with our modern
maachinery and scales, which will enable them to ship in goods here?

Now, the imports have risen to $7,000,000,000, which I believe is
the highest in our entire history, has it not?

Mr. CLAYTON. The highest in value, yes.
Senator BREWSTER. And may that not be an important contribut-

ingcause to a recession?
Mr. CLAYTON. I do not think so, and I do not think that there is

any evidence as yet that that has been the case up to now. I think,
furthermore, as these countries get into production and are able to
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export more goods, if we are able to take those goods into this country
in payment of the goods we sell them so that we do not have to give
them the goods we will then be able to reduce taxes and get the whole
situation in better shape than it is today.

I think that that should be a very helpful thing in connection with
any development of unemployment.

Senator BREWSTER. Well, we have quite a number of cases in vari-
ous parts of the country where there is a very strong feeling that
injury is now resulting, which I assume will at the proper time be
subject for consideration by the committee.

When, as, and if those are presented, I should be interested if you
will comment on them. Are you still consultant for the Government.

Mr. CLAYTON. No, sir. I am a private citizen now.
Senator BREWSTER. So you can speak your mind.
Mr. CLAYTON. That is right.
Senator BREWSTER. Well, if you are in this vicinty after these

various items come up about which I will not speak now, I should be
interested in the benefit of your certainly very expert opinion in this
situation.

Mr. CLAYTON. Thank you, sir. I will be glad to listen to them.
Senator BREWSTER. The figures which I have on the British were

that while the ratio of custom'duties to imports of the United States
declined from 18 to 8 percent, the same period saw the ratio of duties
to imports in the United Kingdom increased from-26 to 44 percent.
Would that surprise you?

Mr. CLAYTON. It does.
Senator BREWSTER. New Zealand from 21 to 36 percent.
Mr. CLAYTON. I think one of the answers in the United Kingdom

may be that they are growing more of their food. Food always came
in free, of course, and they are growing more of their food and that
therefore the percentage of duty-free imports has declined, due to the
fact that they are producing so much more of their food.

I imagine that would be the answer, though I do not know.
The CHAIRMAN. Senator Hoey, do you have any questions ?
Senator HOEY. I have no questions.
The CHAIRMAN. Very well, Mr. Clayton. Thank you very much.
We will insert in the record at this point a letter from the Secretary

of Labor, dated January 28, 1949, to the chairman of the committee.
(The letter is as follows:)

DEPARTMENT OF LABOR,

OFFICE OF THE SECRETARY,
Washington, January 28, 1949.

Hon. WALTER F. GEORGE,
Chairman, Senate Finance Committee,

United States Senate, Washington, D. C.
DEAR SENATOR GEORGE: As one of the departments which have been directly

involved in the administration of the Trade Agreements Act, the Department of
Labor would like to place its views before your committee in connection with
consideration of the act's extension.

I need not dwell at length on the interest of American workers and their fam-
ilies in the continuation of the trade-agreements program. High levels of world
trade mean high standards of living at home, making available to labor those
materials and products that can be produced most efficiently abroad, and making
available to workers abroad. both for consumption and for economic development,
what we produce in the United States. If we are to participate in the development
of productivity and living standards abroad in the manner outlined by the Presi-
dent in his inaugural message, we must surely visualize a continually expanding
stream of multilateral trade.
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In the opinion of the Department of Labor, an immediate extension of the
Trade Agreement# Act is desirable to facilitate the negotiations for which the
administration is now preparing, and thereby broaden the coverage of the
general agreement on tariffs and trade. The present duration of the act is too
brief to assure reasonably adequate accomplishment within its term.

It is also the Department's opinion that the 1948 amendments to the act which
established the peril-point mechanism should be removed, and that the method
for the negotiation of agreements should revert to the procedure of fully coop-
erating interdepartmental machinery previously in use under the statute. The
Department of Labor believes that, insofar as tariffs are concerned, the well-
being of workers and their families in the United States can be adequately pro-
tected through such machinery.

I should also like to call your attention to one other respect in which the
language of the act might be improved. It is now provided that the President
shall seek information and advice, in connection with the negotiation of a trade
agreement from several Government agencies specifically named, and from
,such other sources as he may deem appropriate." The Department of Labor has
been added by Executive order to the group of agencies specifically mentioned
by name. Since 1947 the Department of Labor has been represented on the Inter-
departmental Committee on Trade Agreements, and since 1948 on the Committee
for Reciprocity Information. The inclusion of the Department of Labor among
the agencies specifically mentioned in the statute would make clearer to the
general public the broad base upon which the trade-agreements program is ad-
ministered.

It has been impossible to effect clearance of this letter with the Bureau of
the Budget prior to its transmittal to you.

Yours very truly,
MAURICE J. TOBIN,

Secretary of Labor.

The C11AIRMAN. We will recess now until 10 o'clock tomorrow
morning.

(Whereupon, at 4:40 p. m., the committee recessed until 10:00 a. m.,
of the following day.)
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FRIDAY, FEBRUARY 18, 1949

UNITED STATES SENATE,

COMMITTEE ON FINANCE.
Washington, D. C.

The committee met at 10 a. m., pursuant to adjournment, in room
312, Senate Office Building, Senator Walter F. George (chairman)
presiding.

Present: Senators George (chairman). Byrd, Lucas, Hoey, Milli-
kini, Butler. Brewster, MAltin, and Williams.

The CHAIRMA-. The committee will come to order.
As our first witness this morning we are pleased to have with us one

of our colleagues, Senator Lodge of Massachusetts.
You may proceed, Senator.

STATEMENT OF HON. HENRY CABOT LODGE, IR., A UNITED STATES
SENATOR FROM THE STATE OF. MASSACHUSETTS

Senator LODGE. Mr. Chairman and gentlemen. the purpose of my
presence here this morning is to ask your committee to incorporate in
the bill now pending before you. extending the President's authority to
negotiate trade agreements, certain provisions which will protect
American industry against harmful foreign competition. The
strength of this measure, in my opinion, is that it is sufficiently elastic
in scope to permit. this protection to American industry without
adversely affecting the basic objective of this bill.

I think this can be done by providing that when the Tariff Com-
mission finds that duties or quotas are so low as to threaten serious
injury to domestic industry, the Commission must inform the Presi-
dent of this fact, and also advise him what increases in duties or what
additional restrictions are necessary to protect American producers.

Such a report by the Tariff Commission is, in effect, a "stop, look,
and listen" sign to guide the President in fulfilling- his assurance to
the American public that, in the conduct. of the trace agreements pro-
gram, domestic producers will not be injured. The law in my judg-
ment should also contain some language which will enable the Presi-
dent to make such modifications as are necessary to prevent harm to
domestic industry.

I recognize and endorse the policy of encouraging international
trade as a means of improving living standards here in America, of
rebuilding prostrated peoples abroad, of preventing the spread of
communism and thereby of improving the chances of world peace.
These policies are manifestly in the interests of everyone, including
those who work in American industries now suffering from foreign
competition. Moreover, it would obviously not help those engaged
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in these industries to destroy the entire Reciprocal Trade Act, in view
of the fact that a large part of the act's operations do not touch them.

Consistent with this belief. I feel that some safeguards should he
established by Congress to insure that domestic industries are properly
protected against injury.

Now, for example: I have received communications from many or-
ganizations in Gloucester, Mass., regarding the situation respecting
fisheries, which they regard as absolutely desperate. The city of Glou-
cester is dependent almost entirely on the fishing industry. I live only
a few miles from there myself, and they have told me just this last week
that unless some protection is afforded them, they are going to have to
give up the fishing business.

Well, that is not only a serious thing for Gloucester and for Mas."a-
chusetts; it is a national problem. because at least a great part of the
fish consumed in the Midwest and the interior of thie country come
from that area, and if we should find ourselves in a war and depend-
ent on a foreign fishing industry, it is not going to be a good thing for
the diets of the American people.

I have received communications from Mr. Jeremiah F. O'Meara,
city clerk of the city of Peabody, Mass., telling me of the great damage
which has been done to the leather industry in the city of Peabody
due to inadequacies in the rates, and a letter from Mr. James F. Mc-
Niff. secretary-treasurer of the Peabody Social and Athletic Club,
regarding the dangers to the employment of those who work in the
leather industry.

Senator MnLLIKIN. Would you mind an interruption, Senator?
Senator LODGE. Not at all.
Senator MILUKxN. Where is the competing fish coming from?

Canada?
Senator LODGE. Yes; Canada.
I have a letter from Mr. Ruel H. Smith. of North Attleboro, Mas-.,

regarding the effect which present conditions are having on the jewelry
indust . That is in the southeastern part of Massachusetts.

I have a communication from the Barre Wool Combing Co. of
Boston, Mass., regarding the harmful effect of the increased imports
of foreign textiles, and a communication from the board of selectmen of
the town of North Andover, Mass., expressing concern as to the effect
of current policies on the textile industry. I have also heard from the
Greater Lawrence Textile Council, American Federation of Labor, in
a communication signed by George F. Driscoll, expressing opposition
to the reciprocal trade policy insofar as it affects textiles in that great
industrial city, where everyone's livelihood is contingent on the textile
business.

Also, I have a communication from Mr. Gordon F. Gaffney, who is
city clerk of the city of Lawrence, officially and formally expressing the

sentiments of the mayor and the city government, and their concern
regarding the harmful importation of certain foreign products.

I also cite a communication from the Merrimac Hat Corp. of Ames-
bury, Mass., regarding the threats to the welfare of this industry.

Then I have had many communications and many contacts with the

American watch industry, notably the American Watch Assemblers

Association, the watch-workers' union, the Waltham Watch Co., which,

as I think is well known here in Washington, has been in a desperate
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condition; and certainly one factor which contributes to this result
has been the factor of Swiss importations.

Now, Mr. Chairman, many of these industries produced vital mili-
tary equipment in World War II. Of course the watch industry is
practically the only industry to which we can look in time of war to
make instruments that arq essential to the conduct of such a war.

The woolen industry is essential to military operations, too, as far
as that goes; and so is the leather industry.

I most earnestly request, therefore, that your committee invite
representatives of the Military Establishment to testify on the inter-
relationship which I believe exists between our trade agreements pro-
gram and the national defense. I think this is a point of fundamental
importance, concerning which the Senate should have authoritative
evidence.

I also hope that the committee will receive testimony from the Tariff
Commission itself on the general nature of the amendments which I
have suggested.

We can-and we must-promote peace without harming our own
home industry. The challenge to statesmanship is do them both.
There is not, and there should not be, any conflict between these great
objectives, both of which mean so much to the livelihood and the lives
of the American people.

That concludes my statement, Mr. Chairman.
Senator MLLIKIN. Mr. Chairman, may I ask the Senator to repeat

his affirmative suggestions for amendments?
Senator LODGE. I suggested that a provision be made that when the (

Tariff Commission finds that the duties or quotas are so low as to
threaten serious injury to domestic industry, the Commission-
must Inform the President of this fact and also advise him what increases in
duties or what additional restrictions are necessary to protect American 1
producers.

I say that is, in effect, a "stop, look, and listen" sign to guide the
President. And then the President acts on those recommendations. --

Senator MILLIKIN. That is the main purpose of the law as it now EJ
stands; as it was adopted last year.

Senator LODGE. Yes.
Senator MILLIKIN. And this would tend to remove even that thin

and tenuous protection to American industry. 3
Senator LODGE. I do not consider that I am takincr an arbitrary or

unreasonable view. I am in favor of the broad objectives of this
act. And I do not see how the foreign trade policy can expect to
succeed unless you can have people over here who can buy the products
of foreign countries. And how can you expect a textile worker in
Lawrence, or a watch worker in Waltham, or a fisherman in Glouces-
ter, or a leather worker in Peabody, or a jewelry worker in Attleboro
to buy the products of foreign industries if he is out of a job? I do
not know.

The CHAIRMAN. Senator Butler.
Senator BUTLER. Senator Lodge, evidently there has been a drop

in employment in your State due to the situation that you have told
us of.

Senator LODGE. I believe so; yes.
Senator BUTLER. Do you have any way of estimating what that

might amount to?
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Senator LODGE. I call get you figures as to unemployment ill Massa-
chusetts. Just exactly how much of it is attibutable to this I think
might be rather a difficult point, but I will try to find it out and I will
file it with the committee.

Senator MILLIKIN. It might be that the Tariff Commission has soliie
statistics on those particular industries that you mentioned.

Senator LODGE. That would be very interesting to me.
The CHAIRMAN. You gentlemen representing the Tariff Conii s-

sion will please note this. And if you have any figures on unemplov-
ment due to what you think is the effect of present tariff policies.
please file them with the committee and call the committee's attention
to them, so that they may be put into the record.

Senator Lodge, thank you very much sir.

Senator LODGE. Thank you, Mr. Chairman.
(The information requested is as follows:)

FISHERIES

One of the major segments of the fish industry of the United States is the
production of fresh and frozen fillets of cod, haddock, hake, pollock, cusk, and
rosefish, commonly referred to as groundfish fillets. Substantially the entire
fUnited States pro(Iuction of groundfish fillets, which increased from about 100,-

-F.. 000,000 pounds a year in 1937-39 fo 119,000,000 pounds in 1947 an( an estimated
154,000,000 pounds in 194,8, is the product of the New Englan( States, with
Massachusetts producing about 75 percent of the total. The principal producing,

Areas in Massachusetts are Gloucester. Boston, New Bedford, and Provincetown.
United States imports, almost entirely from ('anada, Newfoundland, and

lcelan(l, increased from about 9,000,000 pounds a year in 1937-39 to 35,000,000
pounds in 1.947 and to 54,000,000 pounds in 1948. Thus, the ratio of imports to
apparent consumption increased from about 9 percent in 1937-39 to 23 percent
in 1947 and to 26 percent in 1948. The following table shows United States in-
ports of fillets of groundfish, hy months, for the years 1947 and 1948.

Information on employment in the domestic industry is not available. It is
known that increasing production and imports have resulted in the present
cold-storage holdings )eing substantially above the usual holdings for this season
of the year. With abnormal inventories, domestic producers are reluctant to
continue production at recent high levels, and it is probable that these producer-
are curtailing operations until some part of the holdings are disposed of.

Among othc- factors tending to reduce operations in this industry are the

presently unstable prices for both domestic and imported groundfish fillets and
the uncertainty surrounding the volume and price of future imports.

Fillets of groundelsh (cod, haddock, hake, pollock, cusk, and roseflsh), fresh or
frozen: United States imports for consumption, by months, 1947-481

1947 1948

Month - -

Quantity Value Quantity Value

Pounds Pounds
January -------------------------------------- 2,825,028 $688, 676 3, 537, 725 $782,305
February ------------------------------------- 1,433,537 291,477 3,829, 748 830, 445
March ---------------------------------------- 2,351,720 445, 93 4, 295, 595 791, 048
APril ------------------------------------------- 2,053, 145 353, 766 4, 784,424 933,333

may -------------------------------- 2,440,933 375, 469 4, 263, 347 828, 206

June ------------------------------------------ 2,022, 864 330,639 4,570, 986 907,906
July ------------------------------------------- 2,225,831 344,493 6,633, 023 1,350,080
August-----------------------------2,005, 522 318, 546 5, 285,089 999, 699
September ------------------------------------ 4,389,935 759,915 4, 163,363 831,48
October --------------------------------------- 6,610,774 1,117,068 6,300,083 1,284, 100
November ------------------------------------ 3,564, 856 622,619 3,676,227 683,264

December ------------------------------------- 3,169,290 644,170 2, 623,1936 529,972

Total ----------------------------------- 35,093,435 6,192, 741 53,963, 546 10, 751,838

Preliminary

Source: Official statistics of the U. S. Department of Commerce.
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LEATHER INDUSTRY

The leather industry of Massachusetts accounts for about 25 percent of the
total output of leather in the United States. In 1948, the number of workers
engaged in the production of leather in Massachusetts was considerably smaller
than the number employed in 1947. Comparable data on employment are avail-
able only for the last 5 months of 1947 and 1948. The indexes of employment in
the leather industry of Massachusetts in these months are given in the following
table:

Index of employment in the leather industry of Massachusctts, August-september
1947 and Augu.st-,eptember 1948

[1935-39--100]

Month 1947 1948

August --------------------------------------------------------------- 106.8 98.5
September --------------------------------------------------------------------- 113.5 94.7
October ------------------------------------------------------------------------ 114.5 100.6
November -------------------------------------------------------------------- 113. 1 99. 8
December ---------------------------------------------------------------------- 112.7 101.8

Source: Bureau of Labor Statistics.

The value of United States imports of leather increased only slightly in 1948
compared with imports in 1947, indicating that factors other than increased
imports were the principal causes of unemployment in the leather industry in
1.948. The two most important factors contributing to the decline in employment
were the marked decrease in United States exports of leather and the smaller
United States production of leather products in 1948 than in 1947. The volume )
of exports of sole and belting leather showed a decline in 1948 compared with
1947 of about 70 percent: the volume of exports of all other classes of leather
combined d declined by about 27 percent. Exports of upper leather, especially (
important to the leather industry of Massachusetts, decreased in the same period
by about 30 percent. The table below gives the foreign value of United States
imports of leather in 1947 and 1948..A'

Leather: Unitcd States imports for consumption, by months, 1947 and 1948 =

1947 1 Value 1948 1 Value

January -------------------------- $2, 596, 311 January -------------------------- $2, 759, 558
February ------------------------- 1,719, 556 February ------------------------- 1,982, 322
March ----------------------------- 1,409,905 March ---------------------------- 1,828, 155
April ------------------------------ 954,558 April ----------------------------- 1,719,541

I y------------------------------- 764,952 May ----------------------------- 1,281,691
June ------------------------------- 596,929 June ----------------------------- 1,431,335
July ------------------------------- 968,333 July ----------------------------- 1.607,180
August ----------------------------- 967,862 August --------------------------- 1,244, 104
September -------------------------- 1,604, 993 September ------------------------ 1,086, 720
October ---------------------------- 2,224, 114 Octobe --------------------------- 1,214,905
November ------------------------- 2, 146, 796 November -------------------------- 1,189,898
December. ---- ---------- 2,352,337 December -------------------------- 1,369,320

Total ------------------------ 18,306,646 Total ------------------------ 18, 714, 729

Preliminary.

Source: Official statistics of the 17. S. Department of Commerce.

JEWELRY INDUSTRY

A substantial part of the United States Jewelry industry is concentrated in
MIassachusetts. Although more costume Jewelry than precious-metal Jewelry is
produced there, both categories are important in the total output of Jewelry in
that State. Output of jewelry was high in the United States immediately after
the war, when Jewelry was especially favored by style trends and by availability
of the product. By 1947, however, output of jewelry had declined to a much lower
level.

S
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United States imports of jewelry and related articles in the years 1945 throUl1
1948 were as follows:

Year: Foreign value
1945 ------------------ $6, 049. 0O
1946 ---------------- 3, 481. 000

Year: Foreign '

1"47 ---------------- $1, 926, i11)
1948 ---------------- 3, 103, (m1)

The increase in imports from 1947 to 1948 occurred in jewelry and relatfd
articles other than those made from precious metals, i. e., in the lower value
brackets. In the manufacture of such jewelry and related articles a decrease in
employment has recently occurred; but official statistics on the extent of the
decrease are not available, either for Massachusetts or for the United State,
as a whole.

Employment data are available for the industries making precious-metal
jewelery and jewlery's findings. For this category of jewelry, however, empl)y-
ment has been fairly constant and imports have shown a decline in 1948 as cmn-
pared with 1947.

The following table shows United States imports of precious-metal Jewelry
and parts and the number of employees engaged in the making of sch jewelry.
by months, for 1947 and 1948.

United States imports of precious-metal jewelry and parts, and estimated number
of production workers in the United States engaged in making precious-metal
jewelry and jewelers' findings by months, 1947 and 19481

[Value of imports is foreign value]

Number ofYear and month Imports workers

In thou-
1947: sands

January --------------------------------------------------------------------- $129,212 27 3
February -------------------------------------------------------------------- 110,805 27.2
March ------------------------------------------------------ 79,009 27.1

pril -120,862 26.3
........................................................................-- 8,,647725.6

June ------------------------------------------------------------------------- 64,389 25.3
July ------------------------------------------------------------------------- 45,090 24.7
August ----------------------------------------------------- 76,744 25.6
September ------------------------------------------------------------------- 80,644 26.4
October --------------------------------------------- 57, 599 27.5
November ------------------------------------------------------------------ 69, 554 28.1
December --------------..--------------------------------------------------- 52,998 27.7

Total and average ------------------------------------------- 948,553 26. t6

1948:
January --------------------------------------------------------------------- 54,082 27.3
February -------------------------------------------------------------------- 63,306 27.5
March ----------------------------------------------------------------------- 77,630 27, 6
A ar ------------------------------------------------------ 50,173 27 1

------------------------------------------------------------------ -----I -- 68.205 26.4
June ------------------------------------------------------------------------- 77,236 26.3
July ------------------------------------------------------------------------- 64,633 25.S
August ---------------------------------------------------------------------- 59,321 26.3
September ---------------------------------------------------------- 67,633 27.1
October ---------------------------------------------------- 105,315 27.5
November ------------------------------------------------------------------- 93,418 27.5
December ------------------------------------------------------------------- 9,984 26.s

Total and average --------------------------------------------------------- 871,936 26.9

'Preliminary.
Source: Imports, official statistics of the U. S. Department of Commerce; employment, official statistics

of the U. S. Bureau of Labor Statistics.

WOOL COMBING

Wool tops is the principal product of the wool-combing industry. In the
United States wool tops which are used in making worsted yarns are combed by
integrated mills for their own use or for sale and by commission combers who sell
their output to worsted yarn spinning mills. Massachusetts has about 43 per-
cent of the combs used in producing wool tops in this country and is the prin-
cipal producing State.

"TM
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United States production of wool tops amounted to 2(100000(X) pounds in 1939.
Of this amount 56 percent was produced by integrated mills and 44 percent was
processed by commission combers. In the first 10 months of 1948 domestic pro-
duction amounted to 263,000,000 pounds, an amount which was probably some-
what larger than the production for the corresponding period of 1947.

Until 1948, United States imports of wool tops were negligible and this country
was on an export basis. In 1947 United States exports amounted to 7.1 million
pounds, valued at 9.3 million dollars, while imports into the United States
amounted to only 264,000 pounds, valued at $283,000. In 1948, however, the
situation was reversed; exports declined to only 262,000 pounds, valued at $334,-
o)0, and imports rose to more than 3.9 million pounds, valued at 5.7 million dol-
lars. The following table shows imports of wool tops into the United States, by
months, for 1947 and 1948.

Data on employment in the domestic wool-top industry are not available, but
data on employment in the woolen and worsted industry as a whole indicate
that there has been an increasing number of persons laid off, especially in the
last 4 months of the year. In the latter months of 1948 production of wool tops
also declined; in the first 6 months of the year production was fairly constant.
about 6.6 million pounds per week, but by September and October it had dropped
to 5.6 and 5.1 million pounds per week, respectively. The decrease in exports
and the increase in imports of wool tops have also been factors which have con-
tributed to the unemployment situation in this industry.

Tops of wool and other hair: United States imports for consumption, by months,
1947-48

1947 1948

Month
Quantity Value Quantity Value

Pounds Pounds
January ---------------------------------------- 13,665 $15, 617 61, 773 $97, 599
February ----------------------------------- 44,291 30, 162 122.380 154, 482
March ---------------------------------------- 41,329 39,617 .97,617 150,648
April ------------------------------------------ 86,314 90, 88 140,039 201,305
May ------------------------------------------ 36,514 32,121 121,074 151,056
June ------------------------------------------ 1,198 1,188 397,694 561,889
July ------------------------------------------- 18,232 23,764 591,809 815,516
August ---------------------------------------- 14,154 22,112 344,057 539,149
September -------------------------------------------------------- 514, 267 712, 489
October --------------------------------------- 8,500 25 000 300,436 433,887
November --------------------------------------------------------- 598, 577 919,627
December --------------------------------- 2, 001 2,027 644, 058 944,069

Total --------------------------------- 264,198 283,494 3,933,781 5,681,716

Source: U. S. Department of Commerce.

TEXTIHM

The most important textiles produced in Massachusetts are woolens and
worsteds, and cotton cloth. About 30 percent of the total spindles and looms
in the United States woolen and worsted industry and 11 percent of the spindles
and looms In the cotton goods industry are located in Massachusetts. The fol-
lowing two tables show the imports and employment in the woolens and worsted
industry of the United States by months for 1947 and 1948, and data on employ-
nient, Imports, and exports of cotton cloth for the same periods.

United States imports of woolen and worsted fabrics increased from 2,489,000
pounds in 1947 to 4,708,000 pounds in 1948 while exports of such fabrics decreased
from 17,297,000 pounds in 1947 to 5,391,000 pounds in 1948.

Imports of cotton cloth increased from 15,950,000 square yards in 1947 to
31,755,000 square yards in 1948 while exports of cotton cloth declined from
1,471),462,C0 square yards in 1947 to .9,e22,000 square yards in 1948.

The-decline in exports of woolen. and worsted fabrics and of cotton fabrics
together with the increase in Imports contributed to the Increased unemployment
reported by that industry in the last few months of 1948; but other factors, such
as the decline in consumption, also contributed.

)
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Woolens and wor8teds: Imports for consumption and employment in the Unit(1
States, by months, 1947 and 1948

[In thousands]

1947 1948

Month Imports Number Imports Number
of em- - of em-

Quantity Value ployees Quantity Value ployees

Pounds Pounds
January ------------------------------ 220.1 $685 180.2 580.5 $2,068 177.4
February -------------------------------- 248.0 759 179.4 347.9 1,303 179.5
March ----------------------------------- 145.2 490 175.1 463.4 1,661 178.A3
April ------------------------------------ 202.3 653 169.9 444.6 1,595 175.0
May ------------------------------------- 237.0 815 164.3 367.2 1,414 173 2
June ------------------------------------- 250. 6 811 162.9 449.9 1,710 17 M
July ------------------------------------ 274.5 959 158.1 276.9 1,144 167.5
August --------------------------------- 197.s 695 162.9 347.s 1, 453 169.
September ------------------------------- 211.2 727 168.7 337.2 1,473 165.K
October ------------------------------- 29& 7 1,010 170.9 3,2. 1 1,625 159. 6
November ------------------------------- 154.4 611 174.2 266.3 1,150 158.2
December ------------------------------- 49.0 147 177.3 444.6 2,054 156.5

Total ------------------------------ 2,488.8 8,362 - - 4,708.4 18,650

NOTE.-Expo,-ts of woolens and worsteds were valued at $39,353,000 in 1947 and at $12,799,000 in 1948.

Source: Employment, Bureau of Labor; imports, U. S. Department of Commerce.

Cotton cloth: Employment in. cotton, manufacturing, except small wares, and
imports and exports of cotton cloth, by months, 1947 and 1948 '

Em- Im- Ex- Em- Im- E\-
Year and month ploy- po- Ex- Year and month ploy-

ports portsment ment pot prs

194;7

January
February-
March ......
A p r i l  --------------------

Ju ne ---------------------
Ju ly .....................
A ugust ------------------
Septem ber ---------------
October .................
November ---------------
December.

Total .....

1.000
persons

518
520
519
517
509
502
493
494
499
508
517
523

1,000
square
yards
1,687
1.203

97
1,135

472
1,076

883
1,624
1,196

71S
4, 161

1,000
square
yards
F6. 338
si. 808

123. 539
138, 19f,
146, 686
125, 349
129,275
140,686
130, 69.3
136,995
123, 4N)
102,417

- 15,950 1,470,462

1948

January _.
February ---------------
M arch ...................
A pril --------------------
M ay ---------------------
June ....................
July -------------------
August ................
Septem ber ---------------
O ctober ------------------
November-----------
December -------------

1,000
persons

524
525
529
526
525
528
510
522
517
511
509
508

Total ------------- I ------

1,000
square
yards
2,308
3,461
2, 372
2.760
3,813
3. 916
2,670
2, 197
1,433
2, 694
2, W06i
2,215

31, 755

1,000
square
yards
93,907
82,410
75,614
S0. 070
79, 889
73, 129
71,937
63, 673
62,456
83,294
58,030

115,213

939,622

Preliminary.

Source: Employment, V. S. Department of Labor. Imports and exports, U. S. Department of Commerce.

WOOL-FELT HATS

Wool-felt hat bodies, from which wool-felt hats are made, are produced in the
United States in factories located principally in Massachusetts and Pennsylvania.
Massachusetts produces approximately 25 percent of the total United States pro-
duction.

Average annual production of wool-felt hat bodies in this country in the 8-year
period 1940-47 amounted to 3,477,000 dozen of which 80 percent were for women
and 20 percent for men. Mainly because of the "hatless" habit, total production
in the first 9 months of 1948 fell to 1,719,000 dozen compared with 2,220,000 dozen
in the corresponding period of 1947, a decline of 23 percent.

The total number of wage earners employed in the wool-felt hat industry in
this country was 4,421 in 19.39; 4,600 in 1941; 3,600 in 1945; and 1,850 in 1948.

I
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United States imports of wool-felt hat bodies are virtually all for use in mak-
ing hats for women and children. Prior to World War II imports were sub-
stantial. Italy and Japan were the principal suppliers. Imports since 1939 have
been negligible and therefore could not have significantly affected employment.
Of the total United States consumption since 1939, about 98 percent was supplied
by the domestic industry.

WALTHAM WATCH CO.

In the last decade the Waltham Watch Co., located in Waltham, Mass., has been
the third largest producer of jeweled watches in the United States and has stood
fourth in the value of sales. There are three other jeweled-watch producers in
this country, Elgin, Bulova, and Hamilton. The Waltham company's secondary
product has been speedometers which accounted for about 20 percent of the com-
pany's total sales in 1947.

The city of Waltham has a population of about 40,000: the Waltham Watch Co.
is believed to be the largest single industry in that city and in 1947 employed
about 2,500 persons.

From the 1920's through 1948 the Waltham Co. has frequently reported annual
deficits and has repeatedly waived dividends. No dividends have been paid by
the company since 1937. With net sales of $11,200,000 in 1947 the company had
outstanding debts of $3,900,000. The company is now in the hands of receivers
and reorganization and refinancing calls for loans totaling $!).tKX),000; $5,500,000
from the Recon.struction Finance Corporation, $3,000,000 from stockholders, em-
ployees, and Waltham merchants, and $500,000 from Boston banks.

The CHAIRMAN. I believe Mr. Swingle is to precede Mr. Ogg, by )
mutual agreement.

Mr. Swingle, you may procee(l with your statement.

STATEMENT OF WILLIAM S. SWINGLE, EXECUTIVE VICE PRESI-
DENT, NATIONAL FOREIGN TRADE COUNCIL, INC., NEW YORK,
N.Y.

Mr. SWINGLE. Mr. Chairman and gentlemen of the committee, my
name is William S. Swingle. I am executive vice president of the 1
National Foreign Trade Council, Inc. The council comprises in its
membership manufacturers, merchants, exporters and importers. rail.
sea, and air transportation interests, bankers. insurance underwriters,
an( others ('oncerned in the promotion and expansion of the Nation's
foreign commerce.

The council wishes to place itself on record in support of the bill
passed by the House of Representatives. H. R. 1211, for revision
and extension of the Trade Agreements Act.

Since its inception in 1914. the council has supported. the principle
of an expanded world trade through reciprocal reductions of tariffs
and other barriers to trade. It vigdrouslv championed the Trade
Agreements Act of 1934 and strongly supported each successive
renewal of the act. At the time of renewal in June 1948, the council
advocated a 3-year extension of the act substantially in the form in
which it had been originally enacted in 1934. On that ()('('asion I per-
sonally appeared and presented a statement before your committee.

The council wishes briefly to reiterate the position which it has
taken on ianv occasions in the past, namely, that the trade-agree-
mnents program is vital to the economic well-being both of the United
States and of the world as a whole. In the opinion of the council,
the approach of the United States to the problem of world trade must
be guided by two overriding considerations. The first is that the
world economy requires the expansion and maintenance of interna-
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tional trade on a scale vastly in excess of that of any previous period.
The second is that the world economy in general, and that of the
United States in particular, require an immediate and sustained in-
crease in imports of this country far beyond the present or any
previous level.

The need for a vast increase in world trade stems directly from the
recent war. Countries whose industries were destroyed or seriously
damaged by war must depend upon imports of capital goods and
other products from abroad if their productive facilities are to be
restored and their economies are to be rehabilitated without long
periods of delay. Such delays would entail hardship for themselves
and bring harm to other nations dependent for outlets for their excess
production on demands generated by the restored countries.

Other important industrial nations, although their industries es-
caped wholesale destruction from war, nevertheless have been unable
to make needed repairs or replacements of productive equipment, with
the result that their productive plants are greatly in need of rejuvena-
tion and expansion to meet present demands upon them. These and
many other countries, especially those with underdeveloped econ-
omies, are greatly in need of imports of capital goods and other prod-
ucts. The demands resulting from these needs necessitate a vast in-
crease in production and trade among nations.

The productive facilities of the United States expanded enormously
as a result of the war. This expansion intensified the need for a large
increase in both our export and import trade. This country needs
to maintain an expanded export trade as a means for the disposition
of the excess production of its agriculture and war-expanded industrial
plant. An expanded export trade is also important as a means of
obtaining exchange with which to purchase abroad mineral and other
raw-material resources where the domestic reserves were greatly de-
pleted as a result of wartime expansion of industrial output in the
United States.

Imports of raw materials and other products from abroad are neces-
sary not only to supplement our own resources and to support a vigor-
ous and progressive domestic economy but to correct the present and
prospective great excess of exports over imports of this country.
Dealing with the need for increased American imports, the proposed
foreign economic policy for the United States adopted by the Thirty-
third National Foreign Trade Convention in 1946 states:

In seeking the expansion of our foreign trade, our foreign economic policy will
take into account the full implications of the present unbalanced state of our
foreign trade. This condition of unbalance has been aggravated by the general
disorganization of productive facilities abroad and by the loans and credits
made by the Government for purposes of relief and rehabilitation. Since the
excess of exports over imports is only partially offset by the expenditures of
our citizens for tourist travel and other foreign services, the difference can be
met only by depleting the present gold and dollar resources of other nations or
by providing them with additional loans or gifts.

Since both of these alternatives must i)e regarded as inimical to the best in-
terests of the American people, it is the definite Intent of our foreign economic
policy to seek correction of the condition which now prevails by affording the
American people every opportunity to increase their use of foreign goods and
services. In working toward this objective, due consideration will be given to
the safeguarding of American industries producing strategic materials or other
products essential to the national defense, to the avoidance of too rapid a dis-
placement of any of our productive facilities, and to the need for an intelligent
conservation of our own resources and substance.
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As a means of carrying out the principles above set forth, the con-
vention further declared:

The convention calls for a greatly increased importation of goods and services
into the United States in the interest of the maintenance and enrichment of our
domestic economy and in order to validate to the maximum the transference of our
goods and capital abroad. This need has now been intensified by the Government
loaiig and credits extended to foreign nations, which have served to stimulate our
exports to unprecedented levels. Additional Imports will be called for both to
provide the dollar exchange necessary to pay for this expanded volume of exports
and to cover the interest and amortization requirements of the loans themselves.

The need for increased imports has been further accentuated by the depletion
of our natural resources during the war. The convention cites particularly the
desirability of conserving scarce metals, minerals, and other materials essential
to the national defense or required to maintain a high level of productivity in
the domestic economy, by increased reliance upon importation.

If the United States is to maintain a large volume of exports, if its
imports are to be increased to the level required to meet domestic needs,
if a balanced relationship between the American and world economy is
to be established, and if trade among nations is to be expanded to the
degree which world economic reconstruction and development require,
then a vigorous and cooperative effort must be made by all nations to
eliminate discriminations and to reduce tariffs and other barriers to
international trade. The council believes that a revised and extended
Trade Agreements Act will contribute greatly to this end.

The trade-agreements program may not appear to be important to
the export trade of the United States in the immediate future, when
the requirements of foreign countries for economic rehabilitation and
reconstruction will provide a market abroad for all the capital equip- "
ment and other products which this country can spare. The time may
be expected to arrive when foreign outlets for the excess production 1-
of this country may become vital to the American economy. When " -
that time arrives, the United States will have need for every device"1 .
which may be useful in enabling this country to hold and enlarge its
foreign markets. The reciprocal trade agreements should then be very
useful in helping the United States to develop and expand outlets
abroad for American products, both of industry and agriculture.

As regards the proposed revision of the Trade Agreements Act, the
council endorses the proposal for extending the act for a specific period
ending June 12, 1951. Extension of the act for such period would
provide adequate time for the negotiation of contemplated trade
agreements. Moreover, required periodic congressional sanction of
the trade bargaining authority contained in the act would not only be
in harmony with sound democratic procedures but would facilitate
review of the trade-bargaining program from time to time.

The council also endorses the proposed elimination of the existing
provision requiring the Tariff Commission to fix peril points beyond
which no reductions in American tariff rates may be made in trade-
agreement negotiations except under strictly limited conditions. Such
provision does not appear necessary in order to safeguard domestic
industries from ruinous competition from abroad. The general agree-
ment on tariffs and trade signed by the United States and 22 other
countries at Geneva in October 1947 contained, and the President has
announced that all future trade agreements entered into by this
country will contain, an escape clause. Such escape clauses provide
that a tariff concession granted by the United States in a trade agree-
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ment can be modified or withdrawn if imports of the product oi
which the concession is granted increase in such amount as to injure
or threaten injury to a domestic industry.

Such an escape clause affords a much more realistic device for pro-
tecting American industries from harmful competition from foreign
concerns in the American market. than is afforded by a provision pro-
hibiting tariff cuts in trade-agreement negotiations beyond those rec-
ommended by the Tariff Commission.

Investigations under the escape-clause provision would be based
on actual facts confronting an American industry which claimed it
was injured or actually threatened with injury by imports of a prod-
uct on which a trade-agreement concession had been granted by the
United States. In such case, data would be available as to the extent
of any increased imports of the product in question and the effect of
such increased imports and other factors on prices and production of
the domestic product.

As contemplated in the proposed measure, the council strongly
urges that the United States Tariff Commission be restored to an Uh-
l)ortant position among the agencies of the Government giving advice
and assistance in the negotiation of trade agreements. Not only should
the President be authorized to seek advice and information from the
Tariff Commission in carrying out the program, but representatives
of the Commission should be permitted to assist United States nego-
tiators in the negotiation of trade agreements. Occasions often arise
in the give and take of trade-agreement negotiations when it is nec-
_____ essar)y for the United States negotiators to have further and im-
mediate advice relating to potential competitive effects of contem-
plated reductions in American tariff rates. At such times it is very
essential that the negotiators of this country have direct access to
representatives of the Tariff Commission who are best qualified to
impart the needed advice.

In supporting revision and extension of the Trade Agreements Act.
the council does so not only because of its belief in the advantages of
the trade-agreements prograni both to the United States and foreign
countries but because it feels that the bargaining power which we
possess by virtue of the act call be utilized as a means of obtainiing
other types of agreements which are essential to the promotion and
protection of American foreign trade and investment. Treaties of

Woo friendship, commerce, and navigation and other complementary
60-- treaties and agreements constitute integral and important instru-

ments in American foreign economic policy which, in our opinion, are
beneficial both to the Uniited States and to other countries which are
parties thereto.

At present, many of the advantages which American enterprises
might reap under the trade-agreements program are not being realized
because of restrictions placed by foreign governments on the activities
of American enterprises within their territories or because of failure
of foreign governments to provide essential protection for such enter-
prises. The council therefore feels that either prior to or during trade-
agreement negotiations emphasis should be given toward securing
conimitinents from the countries concerned that they will agree to
negotiate modernized and up-to-date treaties of friendship, commerce.
and navigation, tax treaties, and other types of agreements which are
necessary to protect the rights of Americans to enter, reside, and carry
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on permitted business activities within the territories of such coun-
tries, l)rovidled they do not now have such agreements with this country.

ks a means to the elimination of barriers to international trade and
to the protection of American enterprise abroad, the council strongly
urges the speedy enactment of legislation to extend the Trade Agree-
ments Act in accordance with the foregoing views.

The (ui.\IrM.x N. Any quest ions?
Senator Millikin?
Senator MILLIKIN. Do you believe in the principle that domestic

industry should be safeguarded in. these agreements?
Mr. SWINGLE. Yes, sir.
Senator MILLIKIN. Do you carve 9ut any exceptions to that?
Mr. SWINGLE. No. I say in my statement that I believe that due

consideration should be giv-en "to the safeguarding of American in-
(histries produicing strategic materials or other products essential to
the national defense, to the avoidance of to rapid a displacement of
any of our productive facilities," and so forth.

Senator MILLIKIN. That is what prompted my question. You said
"due consideration." What do you mean by "'(ue consideration". I)o
you mean it should be an absolute rule, or should merely be thought of ?

Mr. SWINGII". I think this should be given Much more than a
thought. I think it should be given very careful investigation. In
fact, the type of damage or indicated damage the Senator spoke of
a few minutes ago should be carefully investigated by all those con- )
cerned; and if any damage is threatened. or an actual danmiage has
taken place, I would think that due action would be taken in order to
see that American industry was not seriously damaged. ("

Senator MILLIKIN. Canl you give me a straight-out answer to this
question: Do you believe that American industry should be safeguarded 17
in the negotiation of these agreements?

Mr. SWINGLE. I do, sir.
Senator MILLIKIN. Without exception of any kind?
Mr. SWINGLE. They should be safeguarded.
Senator MILLIKIN. You believe that they can be safeguarded by the

use of the escape clause? D
Mr. SWINGLE. I do, sir. J1
Senator MILLIKIN. And therefore you do not believe that the peril

point need be established in advance?
Mr. SWINGLE. Correct.
Senator MILLIKIN. Are you familiar with the escape-clause

procedure?
Mr. SWINGLE. I have read it, sir. I have never operated under it,

but I have gone over it, and I have a fair understanding of it.
Senator MILLIKIN. Let us see if our minds are running together.

Assuming that X industry feels that it is being injured or threatened
with injury, and it then assembles its data for a petition to the Tariff
Commission to ask for an investigation leading, it hopes, to a recom-
mendation to the President that an escape be taken; that takes con-
siderable time, does it not, especially if the industry is large and
complicated?

Mr. SWINGLE. Well, it might take time-, but I would think that if
injury existe(l or was coming about, or was being threatened, the
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industry would have begun to assemble facts and would have assembled
facts to support its position.

Senator MILLIKIN. Of course, it would take time to do so, would it
not ?

Mr. SWINGLE. Ol, certainly.
Senator MILLIKIN. That is one time-consuming step. It prepares

its petition. You have observed many of those petitions, and you have
noticed that they are carefully prepared, as they should be. And that
takes time. There has to be approval of the petition and approval of
the factual showing by the particular authorities in charge of the
particular industry.

All right. They get their petition fixed up, and they present it over
at the Tariff Commission. The first question the Tariff Commission
has to consider is whether they will make an investigation.

Mr. SWINGLE. Correct.
Senator MILLIKIN. So I ansume, that in reaching that decision they

consider this petition, determine I suppose whether it takes a prima
face case of injury, contrast the information given in the petition
with information in their own possession, and have a meeting. at
which they will determine whether investigation will be made. Those

1, steps will take time. They -might take several weeks; they might
take several months. But they could not be done overnight.

Next step: The Tariff Commission. let us say, decides that it will
not make an investigation. So the industry is without the protection

"shrb it feels it should have. Someone must judge, and so the Tariff Com-
mission has judged that it should not have an investigation.

But let us assume that it decides that there shall be an investigation.
It sends its investigators out into the field and makes a study of this
industry; which is a big job. It again balances the results of that

w1T investigation against information which it has accumulated itself in
connection with its general work. After it goes through all of that,
which might take several weeks, or might take several months, it then
has a meeting to determine what it will recommend.

It may at that point recommend that nothing be done, or it may
recormnend an escape to the President. If it recommends that noth-
ing be done, the industry is still without the protection which it feels
it should have. Obviously the industry would not be allowed to be
the sole judge of its own case. Someone must decide. The Tariff Com-
mission has decided negatively. It might be a wise decision, and it
might be a very unwise decision; but let us assume that it decides that
an escape should be recommended.

That requires the preparation of a report. It has got to be a very
careful report. because it will come under very close scrutiny. t
will be the basis for all sorts of future negotiations and considerations
by others than the Tariff Commission. It will come under the review
of the members of the interdepartmental committee, the Commerce
Department, the Agriculture Department, the Army, the Navy, and
all the others. That will take a lot of time.

All right. The President gets in on his desk. There are many
things on the Pyesident's desk; and in suggesting that there might be
delay there, I am not impugning the executive efficiency of the Presi-
dent. But in any event the President gives the mater consideration.
What it really amounts to, I think, in practice, is that he will call in
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the Tariff Commission and call in the other departments of the Gov-
ernment that are interested; and take their advice on the subject before
reachinghis own decision. That takes a lot of time, because they are
all very busy.

All right. He decides he will not do anything. So once more the
industry finds itself without relief. That might be a wise decision; it
mi'tht be an unwise decision.

1ut let us smy that he decidesthey will take an escape. As you know,
there are 22 countries that have agreed to the multilateral trade agree-
mnent, which generalizes the benefits and generalizes the duties. Any
country having an interest in that escape is entitled to protest the
escape. If the protest is not heeded, it is entitled to take compensating
escapes, which cannot be anticipated in advance. There might be
only one or two countries directly interested in those particular items;
there might be a dozen. You are now in the field of diplomacy. You
have all sorts of inquiries going on, all sorts of soundings-out going
on. We want to find out, of course, what the repercussions will be
from our escape, what exports will be affected by compensating es-
capes. Procedures of that kind just follow a responsible attention
to business, I suggest.

When they get all through with that, when those inquiries have been
made, the President might decide not to formally declare the escape.
He might, on the other hand, do it. It might provoke a lot of tin-
pleasant repercussions, as far as export interests are concerned. But )
that might take months and months and months.

Now, to a businessman a very slight impact, when trade conditions
are teetering in the balance, can represent the difference between stay-
ing in the black and going into the red.

Do you believe that that is a sufficient safeguard for American 17
industry?

Mr. SWINGLE. I think the escape clause is a sufficient safeguard for
American industry. You have painted a picture which no doubt could
take place. But I suggest, sir, that in the first place, at the start of your
l)rocedure, the Tariff Commission would have available, and no doubt 3
has available, a great deal of information which it has collected over
many years. It would have had. available information, and the de-
partments would have had available information, which they would
have utilized in determining the rate in any trade agreement. In
other words, there has been a great deal of work done at the beginning
before presentation of the claim of injury or threatened injury by an
industry.

I would think that therefore they would not have to take as long
a time as you suggest, sir. I think that quite likely the Tariff Com-
Mission, with the background of its information and the studies which
it has made, which are very comprehensive, very worth while, very
excellent, would be in a position, quite likely, unless it was a very
complicated case and a very expensive case, to, within much less time
than you have suggested, come up with its preliminary decision as to
whether or not a hearing would be held. And I think the other pro-
cedures would quite likely proceed very much faster.

In the first place, the industry would be endeavoring to get some-
thing done. There would be an urge to have it done. And then, when
you come to the utilization of the escape clause in the Geneva agree-
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ments. the procedure which you suggest is possible. It is one of til,
procedures, but. on the other hand, therd is a provision that if the
President decides that the peril situation is immediate, and weighs
heavily on American industry, lie can announce that lie has changed
the provisions of the agreement, and he can notify the other countries
and consult with them afterward.

The other repercussions which you speak of, on exports and so on,
would come afterward, I suppose. What they would be, I don't know.
That would be in the future.

Senator MILLIKIN. Of course. the possibility would be in the Pre.i-
dent's mind, and lie has to weigh that.

Mr. SWIN CLE. Quite true. he has to weigh those things.
Senator MILLIKIN. So lie could not make a profligate immediate

escape. I suggest he is going to make inquiry to find out what these
repercussions would be.

Mr. SWINGLE. Well, I think that the report which the Tariff Com-
mission would make would be very complete, and he would have to
make a decision. He could delay as long as he saw fit to delay.

But 1 think the answer, in response to your specific question, is that
the escape-clause procedure would operate fast enough to protect
American industry adequately. And I believe that any American ill-
dustrv would foresee the impact to some extent, woulil have an idea
of what was taking place. and their investigation would prove the case

-. so that it would not be one of these long-drawn-out affairs. If it wa.
very serious to the American economy. I would think the President
and all the people in Government would want to act to take the right
step and take it as fast as possible.

That is my opinion.
_Senator AILLIKIN. Well. in this cumbersome business of Govern-

ment. you can want to act, you can wish to act very rapidly. But just
to get the machinery going and keep it going and come to some en(I
point involves an enormous amount of delay, when you are proceeding
with the utmost expedition.

Now let us suppose that we were confronted with a large number
of different types of cases calling for escapes. Let us suppose that
that problem, sifting up in the way that we have mentioned, reached
the President's desk. I suggest to you that under this escape-claue
procedure, assuming that it does what you are suggesting that it does.

he may take immediate escapes along the line. Let us suppose that

he had a dozen or two dozen cases before him. He might well have:

we have been engulfed with imports before.
I suggest it would tear your whole reciprocal trade program to

pieces. The repercussions would be so numerous under this nulti-

lateral agreement, the compensating escapes would be so numerou-.

and the instances of hard feeling would be so numerous, that you wouldI
no longer have a reciprocal trade program serving the purposes that

you would like to have it serve.
Mr. SWINGLE. Well. that is a possibility, sir. but I still feel that the

escape-clause procedure is adequate to protect industry. That is my
opinion, of course.

Senator MILLIKIN. I understand that it is your opinion. I ,an

merely suggesting the time elements and the other facts in the situa-

tion from which perhaps a contrary opinion could be reached.
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Mr. SWINGLE. Certainly, sir.
Senator MILLIKIN. How would you fix the rates in the first instance?
Mr. SwINoL. I would fix them under the procedure which has been

carried on up to this point; that is, not the current law, but the pre-
vious procedure.

Senator MILLIKIN. Well, the procedure up to this point, so they
say, has been to establish a peril-point.

Mr. SwINOLE. Has been to what?
Senator MILLIKIN. To establish a peril-point.
Mr. SWINGLE. I mean up to last summer, when I say "up to this

point."
Senator MILLIKIN. I mean up to last summer. Theoretically they

were not putting in rates which would injure American industry;
which necessarily would make it proper for then to determine what
those rates were.

Mr. SWINGLE. But they didn't have to determine them separately
by a tariff commission. They were determined by a joint conference
and joint consideration of many things, in which the Tariff Commis-
,ion participated. And I would think that the result would be even
better than a separate determination by the Tariff Commission.

Senator MILLIKIN. Then you are quarreling not with the peril-
point but with the way in which it is reached.

Mr. SWINGLE. I am not quarreling with anything. sir, but I do not
think that it is necessary to set up a peril-point in the way it is done
under the present legislation. I think that certainly the amount of
reduction made by the United States in any tariff agreement must
be given careful consideration. You hold hearings, you hear from
industry, you hold conferences between various governments, you go
over and negotiate. And before they go over to negotiate, they have
a base set by the President below which they are not going to go. 1 .

Senator MILLIKIN. You are aware that our last two Presidents have
said that. these things should be done on the basis of safeguarding
Anmerican industry.

Mr. SWINGLE. Certainly.
Senator MILLIKIN. That has been supposed to be the controlling

principle.
Mr. SWINGLE. Certainly.
Senator MILLIKIN. So the rates supposedly reflect that principle.
Mr. SWINOLE. I would think so.
Senator MILLIKIN. Now, let me remind you of why we 1)ut this

peril-point procedure in there. Mr. Clayton and the officials of the
State Department, and others, have testified that instead of safeguard-
ing domestic industry in arriving at those rates, they were taking
"calculated risks." That is why we put that in there. Because I sug-
gest to you that "calculated risks" and "safeguarding" are, as I ex-
pressed it yesterday, antithetical terms.

Mr. SWINGLE. Well. I don't know what Mr. Clayton may have
meant when he referred to "calculated risks," but I feel that up to
this point, as far as I have been able to observe, there has been no
serious injury proven.

Now, as far as I know there have been two or three cases under the
escape clause that have been referred to the Tariff Commission. As
far as I know, they have not as yet gone to the point of authorizing
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an investigation. And I have seen no indication that serious injmry
to American industry has been brought about by anything that has
been done in the trade-agreements program-up to this point. I feel
that the escape clause will protect us adequately for the future. and
therefore I feel that the procedure which was in effect prior to the
current act is an adequate and proper procedure. And I am speakiilg
of procedure. I cannot speak of individual actions. You make mis-
takes; people do make mistakes. But the procedure is what I am talk-
ing about, the way to do it, the law. Because the background of the
operation, it seems to me, has been satisfactory up to the current law,
and would be satisfactory if the present bill that I have referred to is
enacted.

Senator MILIKIN. I suggest to you again that the procedure w';:v
modified, because, instead of following the rule of safeguarding d(o-
mestic industry, it has been stated again and again that they were
taking calculated risks. Now, if your principle is to safeguard domes-
tic industry, is it proper to take calculated risks? How do you
reconcile the two?

Mr. SWINGLE. I feel that the present law, sir, with the escape clause,
is the proper procedural operation on which to carry this thing
forward.

Senator MILLIKIN. All right. That is what you think. But tell
me, then, what are the criteria on which you make the rate in the first

4 instance?
Mr. SWINGOLE. The criteria on which the rate is made in the first

instance are arrived at by hearings, in which industry has a right
to appear and everyone has a right to appear. That information is
then utilized to set a figure, whereupon a recommendation is made by
the trade-agreements committee to the President, and the rate is set.

Senator MILLIKIN. In compliance with what standard?
'.Mr. SWINGLE. In compliance with the standard as outlined. lit

the first place, there is a minimum set by Congress as far as the base is
concerned. You are familiar with that.

Senator MILLIKIN. Yes.
tMr. SWINGLE. Now, the other is done in line to produce the effects

necessary under this act. There is no set specific standard, sir; no, sir.
Senator MILLIKIN. Would you say that the test would be whether

the rate will safeguard American industry ?
Mr. SWc. I think that is pretty well understood.

_Senator MILIKIN. Well, then, that leads you to precisely the same
thing that you are complaining about.

Now let me tell you how they qualify that safeguarding test. Maybe
you will want to modify your position.

Mr. Thorp said yesterday-and this is of a piece with similar testi-
mony in different words that we have gotten from other State Depart-
nent witnesses-
The determinations by the Commission are to be made without regard to any
national or international considerations.

Now, mind you, we have this basic safeguarding test.
Mr. SWINGLE. You are speaking now, sir, of the present law?
Senator MILLIKIN. No, no.
Mr. SWINGLE. I mean Mr. Thorp was.
Senator MILLIKIN. I am speaking of the way they did it before,

and the way they would like to do it again.
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,Ar. SWINGLE. Mr. Thorp is referring to the present method, is
hie not?

Senator MILLIKIN. NO, he is criticizing the present method. And
this the ground of his criticism.

Mr. SWINGLE. I see.
Senator MIUiKIN. I quote:

The determinations by the Commission are to be made without regard to any
iiational or international considerations.

In other words, if it has any sense in it, your safeguarding test should
l)e modified, or mitigated or influenced by "national or international
considerations, such as benefits to be obtained from other countries."
in other words, the safeguarding test, so far as domestic industry is
concerned, should be modified by exporting interests.

The safeguarding tests should be modified or considered in con-
netion with 'long-term uveds of our economy for expanding markets."
That, I take it, means expanding import markets and expanding ex-
port markets. But in considering your safeguarding tests for the
individual industry, I have named you now three or four things that
they use to dilute the test.

What are these others?
* * * the necessity of obtaining the best possible use of domestic resources-

Now, that is a pretty big subject. That is a very big subject.
* * * including consideration of conservation, possible strategic considera- )
tions, and the possible repercussions of our actions .upon policies of other
countries towards us.

In other words, the whole diplomatic field. 00

It is precisely because of that theory, similarly expressed in different

words by other witnesses, that we put this safeguarding peril point
into the hands of the Tariff Commission, so that it could be brought to
the attention of the President in focused form, rather than diluted and
rendered meaningless by all of these other considerations.

Do you favor all this other stuff being considered? ,
Mr. SWINGLE. I have not studied that, sir, and I don't now place

the same interpretation on it. I think what is referred to there is a J
little bit different from the peril point that I referred to as a specific
domestic investigation. I think what he is talking about there, as I

would judge, without reading the whole testimony, is how they arrived
at their- final negotiating point. .

Senator MuuIKiN. No, I have stated it to you, and I can make it
clear to you, if you want me to read the whole record, that he is
criticizing the peril point theory of the present law, because the peril
point theory does not take these things into consideration. That is
his point.

Mr. SwxNOLE. Well I think the final rate which may be utilized by
the United States in the trade agreement must take into consideration
a lot of the things that you have mentioned, sir.

Senator MILLiKIN. Then the safeguarding principle which the
Confcass last year said should be absolute, you would mitigate and
modify and possibly dilute by the consideration of these other things;
just as the State Department argued. Correct?

Mr. SwIWNGLE. You must take this thing on a national basis and not
on a too restricted basis, sir. I think that the security, the economy of
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the country, must be considered in all of these things, rather than too
limited a consideration on any particular point.

Senator MILIKIN. All right. Now let us carry that to the next step.
Let us assume that you are right, for the purpose of discussion. The
President can take all of those things into consideration when he
decides whether he will or will not adhere to the recommendation of
the Tariff Commission. And if he has an overriding national interest
which he does not think has been protected by the recommendation of
the Tariff Commission, he need not accept its recommendation. And
all he has to do is to make a simple explanation of why he did it.

Now what is your objection to that?
Mr. SWINGLE. Well, you have simplified the last part of it quite a

lot to me. As I recall the present law, he has to make a detailed re-
port to Congress, with the explanation of why he did it. I think the
Tariff Commission has to present to the Ways and Means Committee,
and I think also to this committee a detailed report on all the points.
Then it is entirely up to Congress, in their judgment, as to what they
may do. And that sometimes takes quite some time.

Senator MILLIKIN. No, the Congress has nothing to do with it ex-
cept to receive the Presidents explanation of why he went below the
peril point. That is all the Congress has to do with it. The matter
is not subjected to the judgment of Congress. All Congress receives
is the President's explanation, which he can make as long or as short
or as detailed or as undetailed as he wishes, and in which he can
reflect all of these national interests, all of these conservation prob-
lems, all of these other things. Now, if there is a national interest that
should be protected, why in the name of goodness should the President
shiver about making it known to the people? Or about making it

__known to the Congress, whose agent he is in this matter .?
Mr. SWINGLE. I think that probably, Senator, you may be leading

up to another subject. which I know you are very'much interested in.
And I would not be able to comment about the release of information,
and so on.

Senator MILLIKIN. Oh, do not anticipate me. I did not mean that
at all. But you have given me a good reminder.

Mr. SWINGLE. I like to be helpful.
Senator MILLIKIN. Let us take this statement we are talking about.

The President does not have to accept the peril point. He can go
below it. All he has to do is to make a statement, brief or lengthy,
involved or unitivolved, detailed or undetailed. to Congress as to why
he did it. When he makes that statement he has available to him all
of these grounds that have been mentioned by Mr. Thor) and other,
or any that his own imagination will dictate. Why sh would he not
make that statement?

Mr. SWINGLE. Well, he could make it if he wanted to anyway.
could he not?

Senator MILLIKIN. Why, of course he could. But apparently h(
does not want to.

What is your objection to that? I would like to have some citizen
stand up and .tate his ob-ection to that.

Mr. SWINGLE. To the President making that known?
Senator MILLIKIN. To the President making an explanation to Con-

gress as to why he goes below a peril point.
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Mr. SWINGLE. Well, in the first place, I go back a little bit behind
that, Senator. I have talked about the determination of these peril
points.

Now, the last thing, as I understand it, that you were speaking
about, was why the President, in the over-all, shouldn't announce to
the people why certain rates are in existence under an agreement.
That is about what it amounts to.

Senator MILLIKIN. No, that is not the question at all. Our law
concerns itself only at those places where the President goes below a
peril point, and it says, "In that kind of a case. Mr. President, tell us
why you did it." That is all. What possible objection can there
be to it?

Mr. SWINGLE. Well, I would have to study that a little more thor-
ou(rhly before I would make an answer.

senator MILLIKIN. You make a study, and send us in a written state-
nient of why the President, who is the agent of Congress in this mat-
ter, should not give the Congress that simple explanation, which leaves
all of his own powers undisturbed.

Mr. SWINGLE. You mean merely on the latter part of this? I will
be very glad to try to do that, sir.

Senator MILLIKIN. You are not having any more difficulty with that
than any other witness. So be consoled.

Mr. SWINGLE. All right. I will attempt to do what you desire, sir.
Senator MILLIKIN. The other points in your statement that I have )

marked were covered rather fully in questions and answers yesterday,
so in the interests of saving time, I shall not go into them. 0

The CHAIRMAN. Any questions, Senator Butler I'm
Senator BUTLER. I was going to ask Mr. Swingle as to the number

of members in his organization. 17
What membership do you have, Mr. Swingle?
Mr. SWINGLE. About a thousand, sir, on a national basis including

affiliated companies. -
Senator BUTLER. You mentioned several categories from which they -(

come.
Mr. SWINGLE. Yes, sir. That is by example: not by limitation. In

other words, the members of the council are American companies who
are primarily and actively interested in American foreign trade, either
export or iml)ort, or American development abroad, or communica-
tions, or transportation, or something directly connected with foreign
trade. 

L

Senator BUTLER. I would not ask that. it be put into the record, but
I wonder if you would be willing to make available a list of the niem-
bership.

Mr. SWINGLE. Why, surely. I hope it will not be put into the record
unless you so prefer.

Senator BUTLER. No, just for our information.
Senator MILLIKIN. The bulk of the membership is made up of ship-

ping and related interests?
Mr. SWINGLE. Mostly manufacturers, sir, and exporters, and people

who are interested in foreign trade and American investments abroad.
Senator MILLIKIN. Shipping companies?
Mr. SWINGLE. Shipping companies; yes, sir.
SenatorM MILLIKIN. Insurance brokers as to shipping?
Mr. SWINGLE. Yes, sir.
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Senator MILLIKIN. Warehouses and banks?
Mr. SWINGLE. Banks; yes, sir.
Senator MILLIKIN. Insurance?
Mr. SINGLE. Yes.
Senator BREWSTER. But as I gather, you do recognize an obligation

to domestic industries not to be unnecessarily sacrificed or crucified
in order to promote your exports.

Mr. SWINGLE. Oh, yes, sir. I say so in my formal statement,
Senator.

Senator BREWSTER. I gathered that from your statement. And it is
only a question of how that shall be most effectually accomplished.

Mr. SWINGLE. Yes, sir.
Senator BREWSTER. And you feel that the escape clause affords ade-

quate protection?
Mr. SWINGLE. Yes, sir.
Senator BREWSTER. So that you do not need the peril point determi-

nation.
Mr. SWINGLE. That is my position.
Senator BREWSTER. In the process of manufacture, time, of course, is

required. What is the average time involved, in the industries which
you represent, between the start of production, the placing of orders,
and the actual delivery of the goods, roughly?

Mr. SWINGLE. In view of the wide range of the industry, I could not
answer that question, sir; because it would range from goods shipped
out of stock to goods which might take 2, 3, 4, or 5 years to manufacture.

Senator BREWSTER. But there is normally a rather appreciable pe-
riod between the development of the trade and its actual realization.

Mr. SwINGLE. Not necessarily. It depends upon the commodity.
Senator BREWSTER. I did not say necessarily; I am asking you

whether or not there is not normally a certain time lag.
Mr. SWINGLE. It depends.
Senator BREWSTER. Of course, it depends.
Mr. SWINGLE. Generally?
Senator BREWSTER. Yes.
Mr. SWINGLE. I wouldn't be able to say, generally, that there is a

large time lag.
Senator BREWSTER. WVell, what do you mean by "large"?
Mr. SWINGLE. Six months or a year.
Senator BREWSTER. That is, you would think that 3 to 6 months

might be an average?
Mr. SWINGLE. I couldn't give you a figure on that, sir.
Senator BREWSTER. Well, you recognize that in many instances there

is a time lag.
Mr. SWINGLE. In certain instances, certainly. Many, yes. It de-

pends upon the commodity, sir.
Senator BREWSTER. Yes, of course. It depends on that.
What I am directing this to is the point of your statement that you

knew of no industry that had been injured in this country; and you
follow those things rather closely, I assume.

Mr. SWINGLE. I have made no detailed study, but my statement was
that as far as I know there has been no proof that any industry has been
seriously injured by the trade-agreement program up to this point.
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Senator BREWSTER. Yes; now, during the 14 years that this. program
has been in effect, were the economic conditions of the world such as to
make it likely that we would have that impact?

Mr. SWINGLE. That might have occurred; yes, sir. It depends. Gen-
erlly speaking, they were disturbed; which I think was your point.

Senator BREWSTER. In the first 6 or 8 years we had the depression,
not only in this country but in the world. We were not buying much
or selling much, and the rest of the world was not either. That is
correct is it not?

Mr. §WINGLE. Yes.
Senator BREWSTER. So that whether or not the reduction of these

duties would have a serious impact would not really test it.
Mr. SWINGLE. I think that is a fair statement: that in general over

the period they have not been tested as much as they might have been
under normal conditions. Of course, imports might have had an
impact before the war; there was a period in there where you could do
some judging.

Senator BREWSTER. Well, is it not true that the two have always
been closely related; that is, that economic prosperity in this country
has been related to both high exports and imports, and vice versa?

Mr. SWINGLE. It has certainly been related to imports; because as
our turn-over goes up, we have had a fairly continuing relationship,
certainly on raw materials, depending on our industrial turn-over.
Incidentally, at the present time it is low from the standpoint of the )
relationship over a period of years.

Senator BREWSTER. You mean the ratio?
Mr. SINGLE. Yes.
Senator BREWSTER. That is somewhat related to the 39,000,000,000 I

we have distributed abroad in the last 3 years, is it not?
.1r. SWINGLE. It is related in my opinion to the lack of production

abroad in many of these areas.
Senator BREWSTER. Well, what are the figures on the production in

Europe, for instance, now?
Mr. SWINGLE. Oh, I couln't give you that.
Senator BREWSTER. Well, would that not be a matter of interest?
Mr. SWINGLE. In Europe; but I am speaking of imports from the

whole world, sir.
Senator BREWSTER. We had the evidence here yesterday that outside

of western Germany the European countries are now from 18 to 25
ercent above their prewar production. So that production is coming <I

ack pretty well.
But coming back to the other point, the first 6 or 8 years of the

program were years of world-wide depression. The next 6 to 8 years
were years of 'world-wide war. Both of those conditions operated
as most effective barriers against the development of our import trade,
did they not?

Mr. SWINGLE. They had an effect on it, certainly.
Senator BREWSTER. A .very decided effect. Now, also, the world-

wide inflation has been characteristic of this era,'both here and abroad.
Mr. SWINOLE. During parts of it, yes, sir.
Senator BREWSTER. And that has tended to remove the significance

of our protection, has it not, when it was fixed in specific rates as
against percentage rates?

Mr. SWINGLE. You mean inflation abroad, sir?



212 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Senator BREWSTER. Well, inflation here at home. The world-wide
lift in prices has removed some of the significance of specific rates.
has it not? 

I

Mr. SwIx.GLE. It has, provided that the inflation and the increase
in cost which goes with it, is considered in that relationship. You
cannot just make a categorical statement that because of inflation
certain effects take place, because the price of goods may go up along
with it. The relationship would have to be studied.

Senator BREWSTER. comingg down to the more recent period, as we
approach what we hope is some degree of normalcy, let us consider
western Europe. That is, I suppose, the most highly industrialized
area of the world outside the United States, is it not'?

Mr. SWINGLE. Yes, sir.
Senator BREWSTER. 'With that area back at 18 to 2.5 percent above

prewar production, it does mean that pretty soofn we are going to
have these, let us say, peril points tested, are we not?

Mr. SWIXGLE. Possibly. It is not a necesary conclusion, sir, as I
see it.

Senator BREWSTER. Of course, there are large areas of the world that
are seeking goods, but they have no money to pay for them. The one
thing in the world everyone wants is American dollars.

Mr. SWINGLE. Quite right.
Senator BREWSTER. So that if European countries were able to

export here advantageously, and secure American dollars, you would
recognize very broad economic factors that would operate in that
direction, would you not?

Mr. SWINGLE. I think if they could, it would be beneficial, because
it would give them more dollars.

Senator BREWSTER. Yes. You would rather welcome that approach.
Mr. SWINGLE. The imports? Certainly, sir. I think that would

be good.
Senator BREWSTER. That is right. So you are very happy, as you

contemplate the $7,000,000,000 of imports that we had last year.
Mr. SwINom. I would like to see it more than that.
Senator BREWSTER Yes; but you still insist that if it began to have

an impact on American industry, you would then begin to be a little
concerned.

Mr. SWINGLE. If it had a serious impact.
Senator BREWSTER. Yes.
Mr. SWINGLE. It has an impact.
Senator BREWSTER. Yes. Does that present any problem as to the

relative evaluation of an export or an import industry?
Mr. SWINGLE. What was your question again? I must have missed

it.
Senator BREWSTER. Does your determination have any relation to

evaluating the relative value of an export or an import industry?
Mr. SwINGIE. You mean that I welcome imports?
Senator BREWSTER. If they stimulate exports.
Mr. SWINGLE. If they stimulate exports, that is healthful. But

imports themselves we need in our economy. That is, I think.
recognized.

Senator BREWSTER. This comes, of course, to these other considera-
tions which you suggest, such as the matter of how far you would be
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disposed to sacrifice any particular American industry in the interest
of developing more export trade on the part of other industries in the
United States.

Mr. SWINOLE. Well, it wouldn't only be on that, sir; it might be on
the necessity for the import in connection with the preservation of our
resources, or a lot of things. There might be a determination on the
import factor alone, the relation of an import to the domestic economy,
without anydirect relationship between that and an export movement.

Senator BREWSTER. Now, how soon would you anticipate that the
effect of any impact, such as we have been discussing. might cause a
serious injury? What would be your estimate of time on that?

Mr. SWINGLE. I would have no estimate of time, sir. It would de-
pend, again, sir. on the specific case involved. I think any generaliza-
tion on that might be dangerous.

Senator BREWSTER. We had an illustration which has been in the
papers pretty much in the last few weeks about the gloves from Japan
that were offered here at $2.70 a dozen, which gave great concern to
our glove manufacturers. That was only an offer; presumably a
responsible one, because the economy is under American control.

Let us assume that 3 to 6 months would be required to realize those
imports, if they were firm offers. What would be the effect on the
American glove industry in the meanwhile, if that hung over the
market?

Mr. SWINGLE. Well, while it was hanging over the market there
would certainly be uncertainty. But the ultimate thing, to determine
the serious effect, which is what we are really considering, is that y ou
would have to know the amount of the import, what percentage it was,
whether it was a temporary thing, or a permanent thing; all of those
things would have to be taken into consideration. St

Senator BREWSTER. Let us assume that it was in a prospective vol- 1 -
ume that might be very serious to American employment. Let us
assume that for the moment, for the purposes of the discussion.

Mr. SWINGLE. Yes.
Senator BREWSTER. Now, in what way would that be checked by -

y'our theory of the escape clause?
Mr. SW.INGLE. The theory on that, ag I understand it, would be

that certainly the industry would be alerted to the situation, and
would have undertaken many of the basic investigations that the N
Senator has referred to.

Senator BREWSTER. Just how would they go about that?
Mr. SWINGLE. How would they investigate the impact? <

Senator BREWSTER. How would they go about it, yes. I mean,
from a Government standpoint.

Mr. SWINGLE. I am not talking about the Government; I am talk-
ing about the industry.

Senator BREWSTER. The industry. They are already alarmed. We
have had representation as to their concern. Now, what can they
do about it?

Mr. SWINGLE. Well, as to that situation, I do not know about Japan.
I will have to talk in generalities, here.

Senator BREWSTER. I think they come under our trade agreement.
We still have a trade agreement with Japan. They have the full
rights and privileges of a nation, as Germany does also.

Mfr. SWINGLE. I am not too sure on that, sir.
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Senator BREWSTER. Well, will you verify that?
Mr. SWINGLE. I don't think we have a trade agreement with Japaii,

but I may be wrong. I would have to check that.
Senator BREWSTER. Is there somebody here who can answer that

Some members of the Tariff Commission?
Mr. MARTIN (E. G. Martin, general counsel, United States Tariff

Commission). Senator, I don't believe we have any obligation to ex-
tend trade agreement rates to Japan. But we do it, as a matter of
practice. And the same is true as to imports with respect to Ger-
many.

Mr. SWINGLE. I don't think we have a trade agreement. though.
Mr. MARTIN. No.
Senator BREWSTER. But they come under the most-favored-nation

clause?
Mr. MARTIN. The most-favored-nation clause of the Trade Agree-

ments Act.
Senator BREWSTER. So that at the present time both Germany and

Japan do come in under the fnost-favored-nation rates.
Mr. MARTIN. That is right, yes, sir.
Senator BREWSTFR. Now, resuming: The glove manufacturers are

concerned about this offer, which would presumably be 3 to 6 months
in delivery if it were effectuated. What does the glove manufac-
turer do meanwhile?

Mr. SWINGLE. As I understand it, he certainly would be down here
in Washington, as he probably has been, going to the Tariff Comnis-
sion and to the State Department, and every place, in order to aroi e
their interest.

Senator BREWSTER. He is doing that. All right.
Mr. SWINGLE. And requesting them to look things up. I am not

familiar with this case, sir.
Senator BREWSTER. You are familiar with the general provisions of

the law.
Mr. SWINGLE. That is what I think those manufacturers would do.

They would be down here. They would be talking to you gentlemen.
Senator BREWSTER. Well, they are.
Mr. SWINGLE. In other words, the threat of this would be fairly well

known not only in Congress, but in the administration circles.
Senator BREWSTER. Now let us go into the actual realization of the

protection which they seek.
Mr. SWINGLE. The Tariff Commission, as I understand it, in this

specific case, would have to make the determination as to whether they
would have a preliminary investigation.

Senator BREWSTER. What woul4 they base that on?
Mr. SWINGLE. They would have to base that on the imports. I am

assuming an application has been made.
Senator BREWSTER. They would have to base that on an import?
Mr. SWINGLE. Here is what it says: That there has been "an increa-e

in the quantity of imports."
Senator BREWSTER. Is that the law, or the Executive order ?
Mr. SWINGLE. That is the procedure and criteria reported to the

Ways and Means Committee last year.
Senator BREWSTER. So that they would have to base their determina-

tion on the actual arrival of the imports.
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Mr. SWINGLE. It says "increase in the quantity of imports."
Senator BREWSTER. 'Yes.
Mr. SWINGLE. And I would not be in a position, sir, not being a

lawyer or a member of the Tariff Commission, to know whether they
cai , interpret that wording, "increase in the quantity" to mean a
possible consideration, or an actual movement. I would not want to
go into a detailed analysis of those particular words.

Senator BREWSTER. You are appearing here as an expert in this
matter, and you are looking after American industry, and I would
think that in your solicitude, you would perhaps have explored that.

M.r. SWINGLE. I would think it would be possible under this wording
here for the Tariff Commission to undertake a sympathetic and inter-
ested investigation of this, in order to be ready, if anything happened,
to go through pro er procedures.

Senator BREWS'Ea. You will be interested to know that you are
100 percent wrong. I am a little surprised that you have not found
it out before, in view of the solicitude which you expressed. The
Executive order makes it clear that the actual arrival of the imports is
essential in order for any such proceeding to go forward.

Mr. SWINGLE. WVell, that would be a technical point.
Senator BREWSTER. It is not very technical to the people who are

going to be out of jobs in an industry for from 5 to 10 months, first
while the imports are arriving and second while the investigation is
p)roceeding. A fellow cannot live on nothing for a year.

Mr. SWINGLE. That is right. ' T
Senator BREWSTER. You understand that.
Mr. SWINGLE. Certainly." ,
Senator BREWSTER. Now, that is the difference between your pro- .

posal and ours. You say, "Let the fellow starve for a year. and at the
end of that time maybe something will happen." We say that the 1 "
President at least should be entitled to a scientific determination in1
the matter. And it is very astounding to have you, who have always
advocated the scientific view on tariffs, seeking a purely political deci-

M\Ir. SWINGLE. Oh, sir, I certainly have not indicated, and would not J "T
intend to indicate, that I want this thing to be postponed for a year,
or anything of that kind.

Senator BREwsE. All right. Show me how it would not be. I am
now mstuming that you, in entire good faith, are disturbed to discover
that at least a year, in all likelihood, must elapse in any of these cases,
to get relief.

The CHAIRMAN. Are you not also assuming that there is going to be
some extraordinary amount of gloves sent in from Japan?

Senator BREWSTER. It is a hypothetical case, purely hypothetical.
But I have one or two others, that are not hypothetical, that I am
leading up to.

Mr. WINGLE. I would like to read this, if I may, in answer to your
question. I am reading from this report, here.

Senator BREwSTER. What is it?
Mr. SWINGLE. This is entitled "Procedure and Criteria With Respect

to the Administration of the 'Escape Clause' in Trade Agreements."
It is from the report to the Ways and Means Committee. It is in the
record of last year, incidentally:
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In critical circumstances, where delay would cause damage which it would he
difficult to repair, action under paragraph 1 of this article may be taken provision.
ally without prior consultation, on the condition that consultation shall be effected
immediately after taking such action.

That is the end of the quotation and is what I referred to in response
to the question from Senator Millikin: that the President could Iove
without going through °2 nations, if necessary.

Senator M[ILLIKIN. Senator Brewster, if I might suggest this, it

might be well to ask him to read the rest, to show what the subsequent
procedures are that the President of this country would have to go
through.

Senator BREWSTER. Very well.
Mr. SWINGLE. Do you want me to read this whole document, sir?

It is in the record of the committee for last year. It is a communication
from the Tariff Commission to the Ways and Means Committee of
February 1948.

Senator MIwLIKIN. May I summarize?
The end point is not to be found there, with that precipitous escape.

That merely starts the whole machinery going. under what you are
reading, there.

Mr. SWINGLE. Quite right, sir. I didn't say it ended there.
Senator BREWSTER. I have 'a summary of the procedures under the

escape clause. I wonder whether that is in the record.
The Cii.imi.\x. It is in the record.
Senator BREWSTER. I think a reading of a portion of that at this

point would be justified.
Objective consideration of the procedures under the escape clause leads one to

the conclusion that domestic producers are justified in their fear that the escape
clause will not provide adequate relief.

They then go on to enumerate the various steps which must be taken,
first in the application to the Commission, then the preliminary investi-
gation, then the formal investigation and public hearing with 30 day."'
notice, then a careful study and analysis of the availabe information,
and report to the President, and then, after the report to the President.
the examination through his office, with the various other department'
and agencies concerned.

Now, all of this is predicated on the arrival of the imports; and
under the hypothetical case which I stated, they would not actually
arrive for some months. Meanwhile, the glove industry is faced witi
not only a threat but an actual absence of orders which makes it im-
possible to continue their employment.

Mr. SWINGLE. In answer to your question, I believe that the Tariff
Commission could certainly make preliminary investigations and
thorough investigations on the situation which you have outlined. I
mean, there is nothing to prevent them from doing this.

Senator BREWSTER. But they can never make a finding until the im-
ports arrive.

Mr. SwIN oM. I would like to study that further, before going into
that.

Senator BREwsTER. If you find exceptions to that; I wish you would
let me know.

Mr. SwINGrZ. And if that were the case, they would be entirely ready
to go through this further procedure upon the arrival of the imports.
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From there on they could speed it up, if it was getting to be a matter
of serious damage to the industry.

Senator BREWSTER. I would refer you to page 457 of the hearings
before the House committee. I will not go into them further here, but
I think you will find a very interesting explanation and exposition of
the problems that are presented in this very situation and why the
escape clause is difficult.

Now I want to come to a very specific case, one which rather con-
cerns us up in New England, and that is the woolen industry. Have
you followed that situation, as to the impact on the woolen industry?

Mr. SWINGLE. No, sir; I have not, not in detail.
Senator BREWSTER. Well, for one thing, our exports of woolens and

worsteds have declined from the year 1947. when they were $39,353,000,
which is quite substantial, and represents a very satisfactory amount
of employment to $12,799,000 in 1948. That is a loss of approximately
60 to 75 percent, from $40,000,000 down to $12,000,000. So that we
obviously are losing our export market, for one reason or another.

Mr. SWINGLE. Is that for the country, sir?
Senator BREWSTER. That is for the country. I have these figures

from the Tariff Commission..
Now, that, to you, who are interested in export trade, is a matter

of concern, I assume. Do you have any woolen manufacturers in your
organization?

Ifr. SWINGLE. To the best of my recollection, we do have some. We
have some who are interested in woolen exports.

Senator BREWSTER. That is a decline, you see, of approximately *
s~o,000'00 from the 1947 figure. So our export business is not doing
so well.

Now let us come to the import situation, and to the employment 4 ,!
situation. Have you followed the figures on woolen imports? -

Mr. SWINGLE. No, sir; not specifically.
Senator BREWSTER. Have you had the figures on woolen-mill em-

ployment?
Mr. SWINGLE. No, sir.
Senator BREWSTER. I was very much startled when I read in the

United States News this week that woolen mill employment as of now
is down 50 percent. I do not know what that figure was based on. I
(1o not have the basis of their figures. But I think you would recognize
them as a fairly responsible statistical organization. And that was
their figure for the current period.

We do, however, know that it is a matter that is very critical in the
New England area, and I think in other areas as well, such as Penn-
sylvania, probably.

These are the actual figures, which I have before me, for the monthly
imports of woolens and worsteds in 1947 and 1948, by month. The
interesting and, as it seems to me, significant figures are that during
that period our imports have doubled, from an average of 207,000
Pounds a month during 1947 to an average of 392,000 pounds during
1948, making a total increase of approximately 100 percent, or
2,400,000 pounds increase for the year in the imports of the worsteds
and woolen goods. That, of course, as I think you would agree, is quite
a substa ntialincrease in the situation.
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Now, what happens with our employment? Our employment went
along in 1947 at about normal, 170,000. That was the average, starting
at 180,000 and varyhig somewhat during the months, but ending up at
approximately the same. So the average was approximately 170.0.

For 1948, we started in the year with 177,000 employees. We went
along for the first 6 or 8 months quite normally. Suddenly, in the
last 4 months of 1948, we started a very sharp decline, which threw
out of employment in that rather small industry, as it is, in this coun-
try, 20,000 out of the 177.000 employees, in 4 months. If the United
States News is correct, that has gone even more sharply down in the
month and a half that has succeeded. We ended the year with 156,00)
employees instead of the 177,000 with which we started the year. In
other words, there were 20,000 employees in the woolen and worsted
industry who .were out of employment at the end of the year; and if
all our reports are correct, the figures are very much larger now.

It seems to me, at any rate, a perfect illustration of this gradual
impact of the imports. With the loss of our export market, and the
increase of the imports, here. we find men walking the streets.

Undoubtedly, the woolen and worsted industry is concerned, but it
is obvious that it has only been within 3 to 4 months that the real
impact has arrived. Now, hQw soon would you estimate from your
very considerable experience that they might expect to get sympathetic
and active consideration of the protection which it would look as
though they needed?

Mr. SWINOLE. Well, you are going on the assumption that this un-
employment, which is serious-

Senator BnzwsTER. Of course it is. We will agree that it is serious.
Mr. SWINGLE. Why, certainly.
Senator BREWSTER. It includes from 20 to 50 thousand men.
Mr. SWINGLE. You are going on the assumption that it is due en-

tirely to some tariff rate under the trade agreement program.
Senator BRuwsTEi. I asked you whether it did not at least invite

very serious attention.
Mr. SWINGLE. Unquestionably.
Senator BRwWSTER. How long would it take to secure relief, assum-

ing it should be found eventually that this unemployment was a re-
sult of the impact of these imports ? How long would you estimate
the escape clause procedure would require?

Mr. SWINGLE. I couldn't estimate a figure. I have discussed that
with Senator Millikin. I think it vanes. And if the situation is
serious, I do not think it would take as long as may have been indi-
cated. I think that we could proceed fast enough, in order that the
impact specifically of any reduced rate in the trade agreement pro-
gram upon this labor situation would not be delayed sufficiently to
seriously damage employment. That is my feeling, sir. I can't prove
it, and I don't know that you can prove it either way.

Senator BmwVST. Do you think your optimism is generated at all
by your other interests?

Mr. SWINGLE. I would not think so, My optimism is based on my
opinion of how this thing can work.

Senator BREwsTEn. Can you show us any instance of how this es-
cape clause has operated?
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Mr. SWINGLE. As far as I know there have been no approvals by the
Tariff Commission of requests for preliminary investigations. I don't
think they have ever had an investigation.

Senator BREWSTER. That is very true. How many applications
have they had?

Mr. SWINGLE. As far as I know, just two or three or four.
Senator BREWSTER. It was four; of which two were dismissed and

one is still pending. And as to one of those cases, of which I have
special knowledge, I think if you attend these hearings, you will be
convinced that tfhe claims of the parties were fully warranted. That
is a rather minor business, but rather important in our State. It is
the clothes-pin business.

Mr. SWINGLE. In connection with those other figures that you men-
tion, sir, I think, just to give the whole picture, that, as no doubt you
realize, some of this unemployment may be due to loss of export mar-
kets; this unemployment which you speak of in the woolen industry.

Senator BREWSTER. Uundoubtedly.
Mr. SWINGLE. Some of the unemployment may be due to reduced

purchasing power in the domestic field. So my point is that you just
can't attribute it all to this.

Senator BREWSTER. The only thing the fellow up in Dexter, Maine,
knows is that he does not have a job. And it is a long, cold winter.

Mr. SWINGLE. That is quite true. And I have great sympathy for
him. I like Maine; and I don't think he ought to be out of a job. But
I feel he should not simply blame the trade-agreements program for "T
his situation. There are many factors in addition to the rate.

Senator BREwsTER. What are the other factors?
Mr. SWINGLE. I have mentioned one or two: loss of export markets,

loss of domestic markets, pricing, consumers buying different things. 16'r
Senator BaiwmsTm. Wait a minute. About the loss of domestic

markets: Do you think the doubling of the foreign imports would
have anything to do with his loss of domestic markets?

Mr. SwINGLE. It might or might not. I don't know whether the
goods imported are competitive with the goods manufactured in this C
particular industry or not. I meant the over-all decrease in pur-
chasing.

Senator BREWSTER. I am sure you would agree that doubling the
imports of foreign woolens would have some impact on the domestic
market, would you not?

Mr. SWINGLE. Provided they are imports of competitive goods,
which you speak of. If they were goods which are not necessarily or
entirely competitive, or the same kind of goods, I don't know. They
have to be balanced off. You can have one quality here and another
quality there. You have to take a complete survey and analysis of
the industry to come out with an examination.

Senator BPmwsmng. You only wear one pair of pants at a time,
whether they are foreign or domestic. And the result is that with a
certain limitation it is pretty hard to persuade the great number of
people who are experienced in this recession picture that the increase
in the volume of our imports to an all-time high of $7,000,000,000 does
not have an impact on our domestic market. Ido not think you would
seriously argue that it did not have an impact, would you?
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Mr. Swilwoim. It has an impact. But I agree with you that it is
very difficult to have* those people realize that it is not all due to im-
ports; very difficult.

Senator BREWSTER. Well, that is what is making, apparently, a
wider and wider appeal to many labor groups. I have heard more
from them in the last 2 or 3 months than I have heard in the last 15
years, about this situation. They are beginning to recognize the
problem.

Mr. SWINGLE. But as I say, it is very difficult for them to take, and
you couldn't possibly expect them to take, an over-all consideration
and know all the facts. It is difficult. I have done a little bit of try-
ing to explain this myself, in my humble way, from time to time.

Senator BREWSTER. And you find great difficulty?
Mr. SWINGLE. I find it very difficult to get them to realize it.
Senator BREWSTER. I think that is a very fair way to leave the

matter.
Senator MULrmN. Senator Brewster, would you let me make one

observation?
Even if you got the escape on wool, the effect is merely to transfer

the unemployment to some other field; because the other countries will
take compensating escapes which, roughly speaking, would probably
involve the same amount of labor.

Senator BREWSTER. If they were as prudent as we.
Senator MiLLIKrN. Yes.
Senator BREWSTER. Which they probably are.
In the clothes-pin case, which we will have up here, if you are

familiar with that, they switched all the export to Mexico at one time,
for 1 year, and the tariff rate was reduced from 20 cents to 10, and
then to 5. And they can easily wipe that industry out within this
year if they proceed.

Now, whether it is worth while sacrificing an industry of that char-
acter for what other advantages of a national or international nature
would ensue may be argued. But, as you frankly admit, it is rather
difficult to argue that with the fellow who loses his job.

Mr. SWINGLE. Oh, it is. And, in that case, I think it would be very
difficult for the Tariff Commission to even set a peril point which
would take care of this switch which you mention. I mean, that might
take place after a peril point had been determined, and you would
have to go through a procedure to protect American industry. Those
things sometime happen.

Senator BREWSTER. I think the figures are fairly clear, as to that.
And there is an application pending on that right now, and has been
for some time. It is serving as a very good laboratory case, although,
perhaps you might feel, in miniature, of the difficulties of this pro-
cedure.

Mr. SWINGLE. You see, my point is that in this particular case, sir,
you might have had to go through an escape clause because the peril

point determined by the Tariff Commissoin might not have taken into
consideration this switch to Mexico. Therefore, you would have to go
through some kind of investigation to protect the industry on that
fact, and not on the situation which existed previously. I think they
are flexible. That is why I say that I like this idea of taking facts
and actual developments, rather than relying on a peril point, which
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might not take into consideration something which nobody knew
about. Then you would have a peril point whichwouldn't be realistic.

Senator BREwsTER. The peril point simply provides an additional
safeguard; and a very necessary one, as many of us feel. The pro-
cedures of the escape clause still remain, and all the other activities.

That is all I have.
The CHAIRMAN. Do you have any questions, Senator Martin?
Senator MARTIN. How many members do you say you have, Mr.

Swingle ?
Mr. SWINGLE. About a thousand, sir, with affiliated companies. That

is not exact of course.
Senator MAnRTI. How many States do they cover, sir?
Mr. SWINGLE. They are located all over the United States.
Senator MARTI.N. Do you have a staff which studies economic con-

ditions, or are you just principally interested in the free flow of trade?
Mr. SWINGLE. We do some studies of economic conditions. My

associate, here, Mr. Hitchens, makes some studies, and others make
studies on that situation.

Senator MARTIN. Senator Brewster has gone into the matter of the
woolen industry in a very intelligent way. Have you folks given any
consideration to the glass industry?

Mr. SWINGLE. The investigations that we have made have been, as
I think you intimated, largely on the over-all rather than specific cases.
Because, if we wanted the details, we would go to the Tariff Commis-
sion; we wouldn't duplicate their work. We would go to other agen- "T.
cies familiar with that, and we would be able to get any necessary
information to wasn't confidential. a e r

Senator MARTIN. With me, Mr. Chairman, if this organization was A
studying the thing from an economic standpoint, and from the stand-
point of how it affected American employment, it would have more
weight than if it was just an organization to keep up the easy flow of
trade among the different nations of the world.

That is all very necessary, and I am very much for that; but, on the
other hand, the basis of American economy is to have our people
gainfully employed.

Mr. SWINGLE. I would not want you to have the impression, sir, that J
we limit our interests merely to the flow of trade back and forth
between the United States and other countries. We are interested in
a prosperous America and a prosperous foreign trade. And we are
interested in the over-all consideration and effect.

Senator MARTIN. What do your studies, then, indicate, relative to
the woolen industry, as to whether or not we can expect a revival of it
in America, so that these men that are now nonemployed may be
employed?

Mr. SWINGLE. The effect of our studies has not been, generally, in
specific industry categories. The studies have taken together the
glass and the wool and other things, and added them all up. And we
get a feeling and an opinion from that which affects our position on
the whole economy of the United States. I mean, we are interested
in the whole picture, and not in detailed investigations of industries;
which I think is a fair consideration.

Senator BOEWSTER. If the Senator is interested, I have a report of
the Tariff Commission, here, on the glass situation, pointing out that
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the flat-glass branches of the industry have been operating at capacity,
whereas other sections, such as the tableware branches, both machine-
made and hand-made, were operating' at reduced rates. Six hand-
made plants were down completely at the end of the year, six others
were operating only half time, and many others were on reduced
schedules.

Coincident with this increase in unemployment was a substantial
increase in imports during the final quarter of 1948. Imports were
41 percent higher than in the corresponding period of 1947. A large
part of these imports consisted of hand-made table- and artware.

Now, they go on into the pottery field, and they point out that the
figures were down about 33 percent. They declined that much. And
they make this note, which is very, very significant:

When pottery imports cause unemployment, it usually lags several months
behind the increase in imports.

In other words, that is just the point which I sought to make: that
your unemployment follows by several months.

So you lock the barn door after the horse is out.
Senator MARTIN. I appreciate your inserting that, because I have

been making a study of it. And that is the result. There are many
I)very old pottery and hand-made glass plants that are practically com-

pletely done. And the unfortunate part is that men like that are
highly skilled individuals who are so much interested in their profes-
sion that they just cannot go over and do work in some other type of

IT.,industry.
Now, have you made a study of the watch industry of the United

States?
Mr. SWINGLE. No, sir. I have heard a lot about it recently. There

has been a good deal of testimony before the House and before this
committee.

Senator MARTIN. What I am getting at is that I am very much for
organizations like this,' but I think with me they would have a great
deal more influence if I found they were making a study of the effect
of these things on our American economy. Of course, we have got to
have free trade with the nations out over the world. It is better for
the over-all economy of the United States. But I do not see how we
can afford to let an industry like the woolen industry and the glass
industry and the pottery industry be practically destroyed. Because,
even in the matter of defense, the woolen industry is one of the most
important ones that we have, inasmuch as it involves the clothing of
our soldiers, and things like that.

So I do not want to suggest what you folks should do, but, as an
individual Member of Congress, I would say that your testimony would
have a great deal more weight with me if I thought you were making
a study of the economy of the country. And where there are a
thousand men employed in a communit, that means a lot to that
community. We are now talking about decentralization of things in
our country; and the great strength, I think, of our country is the
small industry of America. I feel all organizations like yours ought
to be continuously studying such things.

I would like very much to see a list of your membership.
Senator BuTLFi. I asked for that.
Senator MARTIN. I know you did, Senator. And I am not so sure

but what things of that kind ought to go out to the people of the nation.
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Senator BUTLER. Mr. Chairman, I would like to ask Mr. Swingle
just one or two more questions.

First, I think we are all very much in agreement with the develop-
ment of trade. You made the statement that the program of your
organization calls for the development of the United States of America,
primarily. Now, it has just been brought out by the figures read by
Senator Brewster that in certain industries the imports have increased
40 percent over a certain period, and there is tremendous unemploy-
ment in that industry. When a situation of that kind develops, does
Tour enthusiasm to develop foreign trade, imports especially, continue
just as much as ever, or do you let up a little bit and try to develop an
industry along some other line that is not overdone here at this time?

Mr. SWINGLE. Well, as I have stated, I think, a number of times, the
imports that should be developed are those which will not seriously
damage or affect our economy.

Senator BUTLER. When you find that the economy is seriously
injured, in the case in question here, does your activity lessen a little
bit in that respect?

Mr. SWINGLE. I think that the whole case should be investigated very a

carefully, and the necessary procedures and operations undertaken to
prevent serious damage to American producers.

Senator BUTLER. The members of your organization would prosper,
perhaps, depepending largely on the amount of foreign trade.

Mr. SWINGLE. Oh, I wouldn't say necessarily that.
Senator BUTLER. The name of your organization is the National

Foreign Trade Council, and I presume you are interested in foreign 7
trade.

Mr. SWINGLE. We are interested in the foreign-trade activities of A
our members, but they are not exclusively engaged in foreign trade. 17!

Senator BREWSTER. Do you have any figures as to the volume of
trade represented by your membership, both domestic and foreign?

Mr. SWINGLE. No sir. They have never been compiled. I don't
know how that could be compiled.

Senator BREWSTER. Of course, they could give it to you. C
The CHAIRMAN. Are there any questions, Senator Lucas? )
Senator LUCAS. I have no questions. J)
The CHAIRMAN. Senator Hoey I
Senator HoEY. No questions.
The CHAIRMAN. Do you have any further questions, Senator Brew-

ster?
Senator BREWSTER. You made the point about not disclosing your

membership. What is the reason that is not desirable?
Mr. SWINGLE. I just said we have not published it. We don't like

our members to be solicited by anybody. We will give it on request;
but, as I say, we do not publish it for general distribution.

Mr. HITCHENS (P. T. Hitchens, research director, National Foreign
Trade Council). We are going to furnish it to this committee.

Mr. SWINGLE. Yes; we are going to furnish it, on Senator Butler's
request, but not for the record.

Senator BREWSTER. I wondered why you did not deem it advisable.
Mr. SWINGLE. Just the matter of opinion that we feel our members

might be subject to solicitation for any amount of things, as many
organizations are when they publish and generally distribute a list.
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It is a matter of judgment with us, sir. There is no inherent reason
why we shouldn't.

Senator BREWSTER. The difficulty I have is that you are appearing
here as their representative-and very properly-and it is customary
for people to disclose whom they represent. You represent an associa-
tion. And, naturally, the question is: Who is in the association!

Mr. SWINGLE. There is no attempt to hide that at all, sir. I merely
said that we had not done it. I certainly would give any information
to this committee that they want.
* Senator BREWSTER. Of course, it does present this problem: that, if
it should appear that some or many of your members had a dual in-
terest, it would be quite appropriate to see to what extent their point
of view might be divided. That is why I think that I should be reluc-
tant to see you refuse to have this made available for the record.

Mr. SWINGLE. I did not refuse, sir. Senator Butler suggested that
it not be on the record, and I concurred with him.

Senator BREWSTER. So that, as far as you are concerned, you would
not object if it were to be made a part of the record.

Mr. SWINGLE. I can't prevent that, sir.
Senator LUCAS. We would have quite a record, Mr. Chairman, if we

were to do that as to every individual who comes here representing
four or five thousand people.

Senator BREWSTER. I did not contemplate that if the American
Federation of Labor appeared here we would have to have a list of
their membership. But this is not exactly that situation. This is a
group of corporations. I do not suppose that there are any individ-
uals concerned. It is a group of corporations who make these repre-
sentations. And I am sure that they would all be happy to conform
to the good American custom of showing their face.

Senator LUCAS. I am sure that is true. But it is not very customary
for a group to display in the record the names of the individuals who
belong, for the very reason the gentleman has suggested. I know I
have tried to get lists at various times from different organizations,
and they just will not give them up. Of course, we here can get them,
all right. But we can do almost everything.

Senator BREWSTER. I share your views. It certainly, though, is in
accordance with the good old American custom for them to indicate
who they are.

Senator LuCAS. We will see, when witnesses come before the com-
mittee who are favorable to your views, what you do with those.

Senator BREWSTER. I do not think it will be necessary for me to do
anything, because I have never had any particular difficulties in haA-
ing all the advocates of protection fully exposed to Government view.
I think some of the advocates of free trade had better take their whis-
kers off, too.

Mr. SwINGr. I would like to make it clear that I am not an advocate
of free trade.

Senator BREWSTER. You are down to 7 percent now. What the dif-
ference between 7 percent and nothing, in the present state of the
world economy, is another matter.

The CHAIRMAN. I express the hope that we may make a little prog-
ress from this point. The witness has testified on those points; and,
if there is a controversial matter involved, it might be better to with-
hold it for an executive session of the committee.
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Mr. SWINGLE. I will be glad to furnish to the committee, sir, the
list requested, but I would hope that the committee will not make it
a part of the record, for the reasons which I previously expressed,
as to solicitation and various other things.

The CHAIRMAN. We will determine that subsequently.
Are there further questions?
Thank you, Mr. Swingle.
Mr. SWINGLE. Thank you, sir.
The CHAIRMAN. We will now hear from Mr. Ogg.
Mr. Ogg, you are appearing for the American Farm Bureau?

STATEMENT OF W. R. OGG, ON BEHALF OF ALLAN B. KLINE, PRESI-
DENT, AMERICAN FARM BUREAU FEDERATION

Mr. OGo. Yes, sir. Mr. Chairman and members of the committee,
I regret very much that our President, Mr. Kline, was unable to be
here today to present the views of our organization: but, due to a prior
engagement he is in Des Moines today attending the Farm Institute,
and he asked me to appear here on his behalf and present this state-
ment to you, if I may.

The CHAIRMAN. You have a written statement?
Mr. OGG. Yes, sir. I believe the clerk has distributed copies.
The American Farm Bureau Federation, representing a member-

ship of 1,325,000 farm families in 45 States and Puerto Rico, believes
that the United States should continue to play its part in world af- I "
fairs and uselts vast influence in the cause of world peace and recov-
ery. We favor reduction of trade barriers to facilitate the operation
of international trade on a sound basis. This is essential to world "
economic recovery, to our domestic prosperity, and to the maintenance I'
of a lasting peace. M.

This matter was given careful consideration at the last annual
meeting of the American Farm Bureau Federation at Atlantic City,
N. J., December 14 to 16, 1948. Specific policies and recommenda- C
tions concerning reciprocal trade agreements were adopted in the res-
olution on international trade, as follows:

The United States has grave responsibilities in helping to formulate world S
policies. It must accept these responsibilities. The development of a sound Z '
foreign-trade policy is imperative. This is no longer a debtor nation. It is
a creditor nation. The United States is the most productive Industrial Nation
the world has even known. We simply cannot return to economic isolationism
and at the same time discharge our obligations. We must develop our policies
accordingly.

The United States has embarked upon a 5-year foreign-aid plan which provides
an opportunity to get our foreign-trade house in order. During and since the
war, many nations of the world, In order to meet the abnormal conditions and
emergencies growing out of the war, have become enmeshed in a maze of dis-
criminatory bilateral agreements, manipulated currencies, exchange controls,
and other governmental controls over trade. This continued trend toward
economic nationalism is alarming.

Today nations are choosing patterns of trade and forms of government which
will affect the destiny of the world for centuries to come. Once set, these pat-
terns will be difficult to change. The vital issue is the extent to which a nation
will depend upon governmental controls and regulation and the extent to which
Private enterprise will carry on trade. We can influence these decisions by our
leadership.

The United States should continue to work for the reduction of tariffs and
Import quotas, modification of exchange controls, elimination of discrimina-
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tory practices, bilateral restrictive trade policies, cartels, and other barriers
to trade, in order to facilitate expansion of international trade.

To this end, we favor the continuation and expansion of the reciprocal trade
agreement program. We oppose any crippling restrictions. Sufficient flexi-
bility should be provided in the adjustment of tariff rates in order to facilitate
the development and effectuation of a sound foreign-trade policy. Safeguarding
features such as the escape clause of these agreements should be maintained.
We recommend consideration of, and search for, further proposals that would
improve the scientific approach to tariff revision, so that this program can make
its maximum contribution to the development of world trade, but not at the
sole expense of the domestic producers of either raw materials or manufactured
articles.

Since the end of World War II, the United States has expended
more than 25 billions of dollars to help bring about world reconstruc-
tion and recovery. Last year Congress enacted the Foreign Ecohomic
Assistance Act through which the United States is cooperating with
16 nations in a 5-year economic program, popularly known as the
Marshall plan. Our organization has supported the United States
policy in these undertakings.

The basic objective of the European recovery program is to assist
cooperating countries to attain economic recovery on a self-supporting
basis by 1952.

The reduction of trade barriers is a vital part of this program and
is essential for its success. Congress recognized this by including in
this act a requirement that all operating countries, as a condition of
receiving financial assistance from the United States must cooperate
in reducing barriers to trade between themselves and also between them
and the United States. In fairness, the United States must likewise
cooperate in reducing its barriers to trade, so as to facilitate the
restoration and expansion of trade on a self-sustaining basis.

This is in our own economic self-interest. At the present time, we
are enjoying an extraordinary high volume of exports of both agri-
cultural and industrial goods. In 1947 our exports of goods and
services amounted to over 19 billion dollars.

Senator Bym. Mr. Ogg, could I ask you a question, there?
Mr. OGo. Yes, sir.
Senator BYRD. Does that item of $19,000,000,000 include what is

given away under the Marshall plan?
Mr. Ooo. My understanding is that that includes not only goods that

are exported with ECA help, but also exports of services, sucll as, well,
payments for shipping. It includes both goods and services.

Senator Bymn. Well, have you any estimate of the amount that we
export, that we receive back in cash?

Mr. Ooo. Well, of course, I have not made any estimate of that spe-
cifically, but I would say this: The goods that we export have to be paid
in American dollars. We won't accept payment in any other way, so
in one way or another, the dollars come back to this country.

Senator ByRD. I would like to get a break-down as bef-ween what
may be properly considered as exports, and what we are giving away.

Mr. Oo. I misunderstood your question. On the next page there are
figures of the exports to Marshall-plan countries; but that would not
give you, of course, what percentage of those exports were financed by
ECA dollars.

Senator BinD. We can get that information, then.
Mr. Qo. I don't have the specific break-down that you desire,

Senator.
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The CHAIRMAN. There were not many Marshall-plan exports in
1947. They came later in 1948.

Mr. Ooo. That is right.
The CHAIRMAN. Of course, there were other exports that were as-

sisted, but not through the Marshall plan.
Mr. OGG. That is correct.
As I said, in 1947, our exports of goods and services amounted to

over $19,000,000,000. They were somewhat less in 1948. Our imports
amounted to only about $8,000,000,000, leaving an excess of exports
over imports totaling about $11,000,000,000. obviously, such a situa-
tion cannot continue indefinitely. At present we are furnishing the
dollars through loans and grants made by ECA to fill a large part of
this gap.

The only way we have a chance ever to get paid for what we sent
abroad is to develop foreign trade on a sound basis wherein the goods
which we can produce advantageously are exchanged for the things
which this Nation needs, which can be produced advantageously by
other nations.

If the United States wishes to maintain a large volume of export
trade, then we must be willing to import more goods into the United
States, so that other countries can earn the dollars with which to pay
for our exports. This is not only vital to the success of the Marshall
plan but it is vital to our own economic self-interest. The total United
States exports to the 16 Marshall-plan nations totaled $5,292,040,000
in 1947 while United States imports from these countries totaled only S..

$695,447,000. Thus our exports exceeded our imports by more than'
7Y2 times. This unbalance is a very abnormal condition and cannot
continue. We have a few years left to get our foreign-trade house in T -
order and develop international trade on a sound basis. I T

That is one reason why the reciprocal-trade agreement program is
so important. Through such agreements, the United States and other
nations can reduce or eliminate the multitude of barriers to trade which
exist. They can help to create the conditions under which an expanded C
international trade can take place with a minimum of governmental
controls and restrictions. We are in favor of free enter rise nationally
and internationally. Since World War II there has been an alarm-
ing increase in Government trading. State trading tends to central-
ized government, and the latter leads to economic nationalism. The
trade-agreement program will promote private enterprise, which is
basic to the preservation of individual freedom.

No group in the United States has a greater stake in maintaining a
high level of exports than American farmers. The American farmer
needs foreign markets. In 1948 the production of agricultural prod-
ucts was 38 percent above the prewar level. And you will see attached,
Mr. Chairman, some statistical tables confirming these references. In
the case of some products, the increase in production was much greater.

The importance of agricultural exports is indicated by the fact, that,
during the period of 1934-38, we exported one-third or more of our
production of cotton, tobacco, and dried fruits, and about 8 percent
of our bread-grain production. During the fiscal year ended June
1947, we exported over one-third of our production of wheat, rice, and
dried milk; between 10 and 25 percent of our production of dried
beans and peas, condensed and evaporated milk, and cheese; and be-
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tween 5 and 10 percent of our production of edible fats and oils, eggs,
and fruits.

Loss of our foreign outlets for agricultural connodities would re-
quire American farmers to curtail drastically their production and
would greatly reduce their net income. It is of vital importance to
American farmers to develop a sound foreign-trade program whereby
dependable outlets can be maintained for United States farm exports.
That is why they are so vitally interested in the success of the recipro-
cal trade agreements program, which seeks to remove the barriers to
trade so that trade can expand.

Farmers who do not produce export crops also have a vital stake in
the maintenance of foreign trade. If producers of export commodities
cannot find outlets abroad, producers of these commodities inevitably
will be forced to reduce their production and shift to other com-
modities. Furthermore, the maintenance of a high level of employment
and income by industry and labor is of vital importance to the pros-
perity of agriculture.

Historically, the volume of foreign trade-both imports and ex-
ports--has been related to our industrial activity. Periods of high
industrial activity have been periods when we have had a high level
of exports and imports. Since 1940, however, the volume of imports
has been much below the normal relationship between industrial ac-
tivity and imports, while our exports have exceeded the normal rela-
tionship, as shown in chart 1 of the appendix.

The amount of employment dependent upon our exports constitutes
an important percentage of the total in many of our basic industries,
as indicated in chart 4. In 1939, for example, from about 8 percent
to 23 percent of the total employment in various industries were
dependent upon exports. The protected industries are not among
those paying the highest wages to American workers, as indicated in
chart 5, attached.

We therefore support the continuation of the Trade Agreements Act
for another 3-year period and the elimination of the restrictions en-
acted in the 1948 Extension Act which tend to hamper the successful
operation of this program.

These amendments remove the United States Tariff Commission
frem the list of agencies from which the President must seek informa-
tion and advice with respect to the negotiations of proposed trade
agreements, and the Commisison or its representative are specifically
prohibited from participating in the negatiations of trade agreements.
Under the previous procedure, the Tariff Commission had a repre-
sentative on the Trade Agreements Committee who, together with
representatives of the Departments of Agriculture, Commerce, State,
and several other interested departments, participated not only in the

development of recommendations to the President on concessions to
be sought by the United States as well as concessions to be granted by
it, but also participated in the negotiations of the individual trade
agreements.

These amendments also require that before trade-agreement nego-
tiations can be conducted, the Commission must conduct separate,
independent investigations and reports, and hold separate hearings

which duplicate the hearings held by the Committee for Reciprocity
Information The instructions to the Commission are rather restric-
tive in scope and relate only to the import concessions to be considered
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by the United States. They are directed toward retaining or increas-
ing import duties rather than reducing trade barriers. We believe this
is too restrictive. The Commission, a long with other agencies, -should
advise the President and participate in all trade agreements.

We insist, however, that the safeguard features of the trade agree-
ments program such as the escape clause be retained. By virtue of
an Executive order of the President, all trade agreements thereafter
negotiated by the United States must contain an escape clause under
which the United States reserves the right to withdraw in whole or
in part any concession-
if, as a result of unforeseen developments and of the concession granted by the
United States on any article in the trade agreement, such article is being imported
in such increased quantities and under such conditions as to cause, or threaten,
serious injury to domestic producers of like or similar articles.

This principle has also been included in the General Agreement on
Fariffs and Trade, which was signed at Geneva in 1947 by represen-
tatives of 23 nations, including the United States. It was also included
in the proposed charter for the International Trade Organization
signed at Havana in 1948 by representatives, I believe, of 57 nations.

Another helpful safeguard is the use of quotas in connection with
import concessions, where necessary in order to safeguard a domestic
industry against a flood of imports, by limiting the amount which can
enter at the reduced rate of duty to a specified quantity. Imports in
excess of that amount must pay the higher rate of duty.

Another important safeguard to agriculture is contained in section
22 of Public Law :320, as amended by the Agricultural Act of 1948,
which gives the President authority to impose import quotas or fees '
on commodities covered in the act if, after investigation by the Tariff it
Commission, he determines that the importation of these commodities I ':
is interfering with the effectuation of domestic agricultural programs.

I might say our organization has consistently supported that legisla-
tion.

If these safeguarding features are properly administered, we be- C
lieve the interests of agriculture and all other segments of our economy ) "
can be adequately safeguarded.

We recommend continuing studies by Congress and other appropri-
ate agencies in order to develop further proposals that would improve
the scientific approach to tariff revision so that this program can make
its maximum contributions to the development of world trade but not
at the sole expense of domestic producers of either raw materials
or manufactured articles.

Substantial progress has been made in the development of the recip-
rocal trade agreements program. At the present time the United
States has reciprocal trade agreements in effect with 39 countries. In
addition to reduction of tariffs, agreements have been reached on many
other important provisions and rules which are designed to reduce
or eliminate discriminatory trade practices and other types of trade
barriers and to regulate the use of such devices as import and export
quotas, exchange controls, and subsidies.

It would be sheer folly to cast aside all of this program, especially
at this time, when it is crucially important for the United States to
use its great influence to persuade and assist the rest of the world to
abandon the use of discriminatory trade practices and to reduce the
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maze of governmental restrictions and controls which hamper trade.
That is why it is so vital at this time to continue the Reciprocal Trade
Agreements Act, so that the United States will be in a position to ex.

pand and improve this program.
The United States today stands in a position of unparalleled leader-

ship and influence. It can profoundly influence the future patterns of
trade by its leadership or lack of leadership at this crucial time.
Through the trade agreements program, the United States can and
should continue to exercise this leadership to check the postwar trend
toward economic nationalism, to remove or reduce the many barriers
which are reducing international trade, and to help create conditions
under which private enterprise trading can continue and expand on a
sound basis.

(The statistics and charts presented by Mr. Ogg are as follows:)

Comparison of industrial production and volume of United States foreign trade,
1919-48

[1935-39-100]
uantiy quatity uantity

Industrial or 0 t u Unitedf United Industrial 0
production oied States im- Yea production of United States im-
Ya Unt States mer- ports for in United States mer- ports for

states chandise c States candle consump-
tion tion

1919 -- 72 125 73 1934 ---------- 75 77 77
1920------ 75 121 79 1935 ---------- 87 81 95
1921 ----- 58 100 67 1936 --------- 103 85 106
1922 ---------- 73 93 86 1937 ---------- 113 109 118
1923 ---------- 88 95 89 ,1938 --------- 9 109 85
1924------ 82 106 87 1939 --------- 109 115 97
1925 .... 90 111 94 1940 ---------- 125 134 102
1926 --------- 96 120 101 1941 ---------- 162 160 121
1927 ---------- 95 129 102 1942 ---------- 199 209 90
1928 ---------- 99 133 104 1943 --------- 239 305 101
1929 ---------- 110 138 118 1944 ---------- 235 293 108
1930 .........- 91 114 100 194 5 -------- 203 201 110
1991 75 93 88 1946 --------- 170 207 117
1932 58 72 71 1947 ---------- 187 276 114
193a . ....... 69 72 77 1948' ------- 192 215 125

I Estimated.

Source: Industrial production index,
U. S. Department of Commerce.

Index

Federal Reserve Board. Quantity of United States foreign trade,
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Historically, the volume of foreign trade, both imports and exports, has been
related to our industrial activity. At present, however, the volume of imports
is much below the normal relationship of industrial activity and imports.

Index of wholesale prices and percent average tariff duties were of the value of
dutiable imports into the United States, 1910-47

f1910-14 -100]

You Wholesale Average Year Wholesale Average
prices tariff rates prices tariff r tea

1910 ----------------------- 103 42 1929 ----------------------- 139 40
1911 ----------------------- 95 41 1930- ----------------------- 126 45
1912 ----------------------- 101 40 1931 ----------------------- 107 53
1913 ----------------------- 102 40 1932 ----------------------- 95 59
1914 ----------------------- 99 38 1933 ----------------------- 96 54
1915 ------------------------ 102 33 1934 ----------------------- 109 47
1916 ----------------------- 125 29 1935 ----------------------- 117 43
1917 ----------------------- 172 26 1936 ----------------------- 118 39
1918 ----------------------- 192 24 1937 ----------------------- 126 38
1919 ----------------------- 202 21 1938- ----------------------- 115 39
1920 ----------------------- 225 16 1939 ----------------------- 113 37
1921 ----------------------- 142 29 1940 ----------------------- 115 36
1922 ----------------------- 141 38 1941 ----------------------- 127 37
1923 ----------------------- 147 36 1942 ----------------------- 144 32
1924 ----------------------- 143 37 1943 ----------------------- 151 33
1925 ----------------------- 151 38 1944 ------------------------ 152 30
1926 ----------------------- 146 39 1945 ....--------------------- 154 28
1927 ----------------------- 139 39 1946 -------------------- 177 25
1928 ----------------------- 141 39 1947 ----------------------- 221 21

Source: Statistical Abstract of the United States, 1944-45 and 1947, UnitedStates Department of Com-
merce.

Average
tariff

Index of
wholesale

1910 '15 '20

During periods of high prices tariffs are less restrictive than
lower prices.

during periods of

"'i0
* t{t )l

.0X
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Percent average tariff duties were of the value of dutiable imports into the United
States, under specilted tariff acts, 1910-47

Year

1910 .............
1911..
1912..
1913 -.....
1914 -----------------
1g15 -----------------
1916
1917-
1918 .....
1919 ................
1920---------------
1921-
1922 ................

Equiva-
lent ad
valorem

rates

Percent
42
41
40
40
38
33
29
26
24
21
16
29
38

Year

1923
1924 ---------------
1,925.. . . . . . . .

1926 ................
1927--- - - - - - -1928.. ............
1928 ...............

1930 ...........
1931--
1932_
1933
1934............
1935............

Equiva-
lent ad
valorem

rates

Percent
36
37.
38
39
39
39
40
45
53
59
54
47
43

Year

19:36 ................
1937 ................
1938 ...............
1939--- -
1940 .......-.....
1941 ......
1942 ................
1943 -----------------
1944 -----------------
1945_.
1946 -----------------
1947, first half -------

Source: U. S. Tariff Commission.

Equivalent ad
valorem rates

(Percent)
80 w-

1910-1. 1914-22 11
Average Average A'

41% 27%
Effective June 18, 1950.

**Effective June 12p 1954.

925-50 1930-54* 1934-46 '

veragc Average Average
59% 52% 36%

The general price level has a significant effect upon tariffs. In 1920, a year of
high prices, the value of the duties collected was only about 16 percent of the value
of dutiable imports, compared with 59 percent in 1932, a year of low prices. This
change was due in part to a change in tariff rates and also to the fact that many
import duties are based upon a given amount per unit, which does not change

with fluctuating prices. Tariff duties under the Hawley-Smoot tariff law from
June 1930 to June 1934 averaged 52 percent of the value of dutiable imports.
This was due In part to the low prices which prevailed during this period. A
combination of the Trade Agreements Act and increased prices has reduced the
value of tariff duties in relation to the value of dutiable imports from this high
level.

Equiva.lent ad
valoremr

rates

Percent
39

37

37
32
33
30
28
25
21
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.0 5 10 15 20

Nonferrous metals and products

Fuel and power ... . . . . .

. S ~ * S S

S S S * S

Ferrous metals . . . . 0 • . . . . . . 0 0 0

Chemicals. ....... . . . . . . . .

Rubber . ...... . . . . * . ..

Motor vehicles, industrial and heating
equipment . . . . . . . . . . * a

Transportation . . . . . . . . . . . . . .

Metal fabricating. . . . . . . . . . . . .

All other manufacturing. . . . . . . .. . 0

Texctiles and leather ... . . . . . . .

Food, tobacco, and kindred products. .

Trades ... .. ...o.oa* .9**... .
Lumber and paper products, printing,

and publishing . . . . . . . . .

Business and consumer services.. . . .

Nonmetallic minerals and products... 0 0 .

0 5 10 15 20
Percent of total employment
dependent upon export trade
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25

Source: W. W. Leontief, Qarterly Journal of Economics, February 1946.

A considerable proportion of the workers in many of our key industries are
dependent upon export markets. In 1939 the percent of total employment de-
pendent upon exports ranged from about 8 percent to 23 percent in the various
industries.

Average weekly wages of workers in certain industries protected by the tariff,
in domestic industries and in industries exporting a sizable proportion of their
production, 1939 and October 19481

Average weekly earnings

Industry
1939 October1948

Protected industries:
Carpets and rugs ------------------------------------------------------------ $23.25 $60.08
Pottery ----------------------------------------------------- 22.74 51.33
Silk and rayon goods ------------------------------------------------------ 15. 78 49. 13
Cotton goods ---------------------------------------------------------------- 14.26 41.60

Domestic industries:
Printing and publishing, newspapers and periodicals ----------------------- 37.58 75. 47
Street railways and busses -------------------------------------------------- 33. 13 63.40
Private building construction ----------------------------------------------- 30.34 71.79
Dyeing and cleaning --------------------------------------------------------- 19.96 39.41

Export industries:
Rubber tires and inner tubes ----------------------------------------------- 33.36 64.82
Automobiles ----------------------------------------------------------------- 32.90 64.87
Machine tools --------------------------------------------------------------- 32.25 63.31
Agricultural implements ---------------------------------------------------- 26.46 61.45

'The classification of industries was taken from Public Affairs Pamphlet No. 99, What Foreign Trade
Means to You.

Source: Statistical Abstract of the United States.

86697-49-pt. 1- 16

23.0 -4.'

16.4%

161%

16.0

85.%

7.9.9%

I

-o
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Weekly earn-

iD0 rOTB

*41
CS 0 .40 0

C. 04W ca

0I ~
-IS *,4.'4
q41) ~43

~ ~
~ ~ q.4*

.~4 0 Se-I

04 U2
11

The protected
workers.

industries are not among those paying the highest wages to

Volume of agricultural produotion in the United States, 1909-48

[Index numbers 1935-39 - 100]

Toal Ttal api- Total Toaag-
Year food cultural Year food cultural

products products I products products'

1909 ---------------------- 76 79 1929 ---------------------- 97 99
1910 ---------------------- 75 79 1930 ---------------------- 98 98
1911 ---------------------- 78 83 1931 --------------------- 100 102
1912 ---------------------- 80 85 1932 ---------------------- 96 96
1913 ---------------------- 78 81 1933 ---------------------- 97 96
1914 ---------------------- 81 86 1934 ---------------------- 100 93
1915 ---------------------- 84 86 1935: ---------------------- 93 91
1916 ---------------------- 81 83 1936 ---------------------- 97 94
1917 ---------------------- 82 86 1937 ---------------------- 101 106
1918 ---------------------- 90 90 1938 ---------------------- 103 103
1919 ---------------------- 90 91 1939 ---------------------- 106 106
1920 ---------------------- 87 92 1940 ---------------------- 111 110
1921 ---------------------- 84 83 1941 ---------------------- 115 113
1922 ---------------------- 92 91 1942 ---------------------- 125 124
1923 ---------------------- 95 94 1943 ---------------------- 133 128
1924 ---------------------- 97 98 1944 ---------------------- 138 136
1925 ---------------------- 93 97 1945 ---------------------- 138 133
1926 ---------------------- 97 100 1946 ---------------------- 140 136
1927 .... 97 98 1947_.. 140 136
1928 ---------------------- 100 102 19482 ---------------------- 135 138

i Includes in addition, other feed grains, hay, cotton, tobacco, hops, soybeans, fiaxseed, wool, and mohair,
2 Preliminary.

Source: The National Food Situation, October 1942 and subsequent issues, Bureau of Agricultural Eco-
nomics, U. S. Department of Agriculture.
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Index
140 r

150

120

110

100

90

80

1909 115 '20

The total volume of agricultural production
percent above the prewar 1935-39 average.

for 1948 was estimated to be 38

Percent agricultural ea.ports and imports are of total exports and imports of the
United States, by 5-year periods, 1857 to 1946, and 1947

Percent agri-
cultural ex-
ports are of

total exports
of United

States mer-
chandise I

80.4
74.7
76.6
783
80.1
7M 9
74.6
72.7
66.8
59.4

Percent agri-
cultural im-
ports are of

total im-
ports I

37. 1
43.0
42.6
47.0
51.4
48.4
4.8
53.5
58.4
49.7

Period

Percent agri-
cultural ex-
ports are of
total exports

of United
States mer-
chandise I

-I

1907-11 ---------------
1912-16 ---------------
1917-21 _.1922-26..
1927-81 ---------------
1932-36 ---------------
1987-41 ---------------
1942-46 ---------------
1947. --

53.8
45. 1
42.6
4. 9
35. 9
3. 4
40.3
18.7
26.1

Percent agri-
cultural im-
ports are of

total im-
ports I

49.9
55.4
61.554.3
51.2
50.9
51.0
45.6
50.4

235
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Period

1857-61 ---------------
1862-66 -------------
1867-71 ---------------
1872-76-..
1877-C --------
1882-86--------
1887-91 ---------------
1892- 6 --------------
1897-1901
1902-M --------

"1-1

3-O
, {3

'Forest products and distilled liquor not included in agricultural exports or imports.

Source: U. S. Department of Commerce, Bureau of Census, Statistical Abstract of the United States.
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Percent of
total exports
100

80

60

40
Agricultural "xPorts) /

o a A A I A A A A i

011 eaeaa p asa X

'l4''4 . 'r4r4~

Percent of
total imports
100

60

40

20

lA I A A A A A A 0. A 'I M r-

* One year, 1947.

As the Nation becomes more industrialized, agricultural exports represent a
decreasing proportion of our export trade. declining from around 80 percent in
the 1850's to about 20 percent in the period preceding World War II. During
this same period, the importance of agricultral imports relative to total imports
has increased.

Index
(1924-29=

1251.

10

75

1915 '20 ,50 135

The volume of agricultural exports has declined materially since the 1920s.

Agricultural exports in the late thirties were only 60 percent of the 1924-29

average. The volume of agricultural exports (including lend-lease shipments)
declined still further during the war period 1940-44. Although a substantial
increase has occurred, in 1947 the volume of agricultural exports was still

slightly below the predepression level. Food exports were higher while cotton
exports were considerably lower.
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Qantities of United States agricultural exports, by 5-year periods, 1915-44,1
and 1947

[Index numbers, calendar years, 1924-29=100]

Year Total Cotton, Agricul- Lard,
bewin- agricul- includ- tural, unmanu- Fruits Wheat Other Cured includ-
ning tural ing except facturod and flour grains pork ing

July- linters cotton neutral

1915-19 ---- 106 68 141 91 38 120 ----------- 322 67
1920-24 ---- 103 74 130 91 56 140 180 113
1925-29 .-- 98 101 95 104 105 92 94 7S 95
iW0-34-... 73 90 57 87 107 40 22 29 63
1935-39---- 60 67 53 85 109 34 64 16 22
1940-44 ---- 52 16 86 66 58 23 44 54 79
1947 ------- 89 24 159 83 h 266 109 2 43

1 Simple average of index numbers by 5-year periods.

Source: "Foreign Agricultural Trade," December 15, 1947 and agriculturall Statistics, 1942," United
States Department of Agriculture.

Percent of total
food production
export-d in 1946-47

50 . I

iS434

'a .0
in

"4q -r 8
100 0~

Source of data: Food Prices, Production, and Consumption, report prepared by the staff
of the Joint Committee on the Economic Report on Food Prices, production, and consump-
tiOn, December 15, 1947, p. 50.

Over 8 percent of our total food production was exported during the fiscal
Year ended June 1947. Over one-third of our rice, dried milk, and wheat and
flour was exported.
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Quantities of United State agricultural imports, by 5-year periods, 1925-44'
and 1947

[Index numbers, calendar years, 1924-29- 1001

Year be-
ginning
July-

1925-29 ....
1930-34 ---
1935-39 ....
1940-44 ..---
1947 -------

Agri-
cul-
tural

104
89

101
96

101

Corn-
pie-

men-
tary2

105
103
108
84

III

Supple-
men-
tary 2

102
72
92

112
87

Sugar

98
78
75
74
79

Supple-
men-
tary,

except
sugar

104
70
98

126
89

Wool
exclud-
in free

for
carpets

96
23
77

497
296

Hides
and

skins

106
66
72
90
60

Dairy
prod-
ucts

100
54
58
23
16

Vege-
table

oils and
oil-

seeds

107
98

128
69
72

Grain,
grain
prod-

ucts and
feeds

101
138
242
341
16

To-
bacco,

leaf

100
67
72
83
N,

Simple average of index numbers by 5-year periods.
'Supplementary agricultural imports consist of all imports similar to agricutural commodities produced

commercially in the United States, together with all other agricultural imports interchangeable to any
significant extent with such United States commodities. Complementary agricultural imports include all
others, about 95 percent of which consist of rubber, coffee, raw silk, cacao beans, wool for carpets, bananas,
tea, and spices.

Source: Foreign Agricultural Trade, Sept. 15, 1948, and Agricultural Statistics, 1942, U. S. Department of
Agriculture.

Index
150,

1915 120 125 '50 '35 '40 '46

In 1947 the volume of agricultural imports was about the same as during
the 1924-29 period. The volume of competitive imports and the volume of non-
competitive imports were also about the same as during the 1924-29 period. For
20 years prior to World War II, the volume of agricultural Imports was main-
tained while the volume of agricultural exports declined.

238
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Relation of competitive agricultural imnports to total agricultural imports and
export, United StatC8, 1928-47

Excess of do- Percent of
Value of do- Value of Value of corn- mestic agri- total agri-

Year beginning Ju- mestic agri- agricultural petitive cultural ex- cultural
cultural ex- imports agricultural ports over imports

ports imports competitive that are
imports competitive

Million Million Million Million
dollars dollars dollars doUars Percent

1928 ------------------------------- 1,847 2,177 1,030 817 47
1929 ------------------------------- 1, 496 1,900 889 607 47
1930 ------------------------------- 1,038 1,162 512 526 44
1931 ------------------------------- 752 834 375 377 45
1932 ------------------------------- 590 614 282 307 46
1933 ------------------------------- 787 839 419 36 50
1934 ------------------------------- 669 934 498 171 53
1935 ------------------------------- 766 1,141 642 125 56
1936 ------------------------------- 732 1,537 867 3 -134 56
1%37 ------------------------------- 891 1,155 588 302 51
1938 ------------------------------- 68 999 486 197 49
1939 ------------------------------- 738 1,239 572 166 46
1940 ------------------------------- 350 1,474 629 2 -279 43
1941 ------------------------------- 1,030 1,503 769 261 51
1942 ------------------------------- 1,487 1,344 966 521 72
1943 ------------------------------- 2, 269 1,774 1,244 1,025 70
1944 ------------------------------- 2,143 1,729 1,111 1,032 64
1945 ------------------------------- 2,836 1,885 1,030 1, 806 55
1946 3 .............................. 3,575 2,716 1,387 2,188 51
19473 ------------------------------ 3,442 2,861 1,443 1,999 50

Competitive agricultural imports are usually referred to as supplementary. Supplementary agricultural
Imports consist of all imports similar to agricultural commodities produced commercially in the United
States together with all other agricultural imports interchangeable to any significant extent with such "
United States commodities. Complementary agricultural imports include all others, about 95 percent of
which consist of rubber, coffee, raw silk, cacao beans, wool for carpets, bananas, tea, and spices.

2 Excess imports. C p bd f
3 Beginning Jan. 1. 1947, includes exports under the Army civilian supply program. Comparable data for

earlier years not available at the Bureau of the Census. 'IJI
Source: Foreign Agricultural Trade, September 1948, and Agricultural Statistics, 1947, U. S. Department

of Agriculture. 
Z

Between 1928 and 1947, from 43 to 72 percent of the agricultural imports corn-
peted directly with American farmers. In 2 years, 1936 and 1940, the value
of competitive agricultural imports exceeded the value of agricultural exports. 0

The CHAIRMAN. Senator Byrd, have you any questions? - Ci
Senator BYRD. I want to compliment Mr. Ogg on the paper he has ) '

read. I think it is an excellent presentation.
Mr. OGO. Thank you, Senator.
The CHAIRMAN. Any questions, Senator Millikin?
Senator MIIKiN. Yes.
Mr. Ogg, what percentage of the entire farm product is absorbed by

our domestic market?
Mr. OGo. Total agricultural exports in 1946 and 1947 amounted to

approximately 13 or 14 percent of the total cash receipts from farm
marketings; hence, approximately 86 or 87 percent of the cash value
of the total farm marketings were sold in the domestic market.

Senator MImmIUN. I notice that your organization, and quiteproperly, as I see it, is interested in reduction of restrictive trade bar-

riers. Quotas, from the viewpoint of the State Department, are prob-
ably the most offensive of all those trade barriers. I notice that you
have a recommendation for quotas in here; and I would suggest that
you will probably run into violent opposition on that from this ad-
ministration.

Mr. OGG. Well, Senator, of course, you know how farm organiza-
tions form their recommendations. We are a free, independent agency
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of farmers, and we feel free to make the recommendations we feel
would be constructive. We don't claim to have all the answers, but we
do feel we have an obligation to represent the views of our members.

Senator MILLIKIN. I just wanted to bring that to your attention.
Mr. OGG. I might say that our organization not oply supported the

legislation, to which reference was made, which is known as section 22,
but we have appeared on several occasions before the Tariff Comimis-
sion, and have asked for investigations, and in two instances, on
wheat and in one instance on cotton goods, import quotas have been
imposed, and we have supported that action.

Senator MLLIKN. I merely wanted to make the point that the
administration, in its effort to break down these barriers, is very
much opposed to quotas by anybody, and finds it difficult to tolerate
those which we have.

Mr. OGO. Of course, you understand, now, with reference to our
support of this particular provision, I would not want this to be con-
strued as meaning that we would support the general use of import
quotas throughout the world, either by us or other nations. I think it
is is one of the most restrictive devices that we run up against abroad
in our efforts to try to get trade. I think it is a very great gain, myself,
that in the Geneva agreement and in the ITO Charter we have been
able to get these other countries'to agree to refrain from using import
quotas, except in certain specified cases.

Senator MILIJrK'N. I am not at all resisting your thesis. I am simply
pointing out to you that it runs counter to the policy of this adminis-
tration. We cannot urge other countries to abandon their quotas while
putting them on, ourselves.

Mr. OGG. But we have, Senator, this situation, as I understand it,
that our Government has been able, in the ITO Charter and in the
Geneva agreement. to secure the agreement of a large number of coun-
tries that they will not resort to import quotas except in the case of
primary commodities and then only in certain conditions.

Senator MhLLKIN. It has been developed by witnesses here already
that not a single restrictive practice on foreign trade has been aban-
doned by any country which has been using them. We are full of
proclamations of intent in ITO: and you wilfind some in our Geneva
trade agreement. But they have accomplished, up to date, absolutely
nothing.

Mr. OGG. Of course, I don't know what has been developed here,
but I certainly have a different understanding, myself, of what has
been accomplished in the Geneva agreement, and in the ITO Charter.

Senator MUILIKIx. We have challenged the production of any re-
form any place along the line by any country that has been indulging
in those practices; and so far we have not received a single instance.

Mr. OGG. Of course, the ITO Charter is not in effect and has to be
ratified by our Congress. and the Geneva agreement has only been in
effect a short. time. but they certainly agreed in that to some very far
reaching provisions.,

Senator MILLiKN,. I do not want to argue the ITO Charter now,
but the ITO Charter. as you know, consists of a statement of desirable
principles: and then it carves out so many exceptions, I suggest, that
nothii , is left.

Mr. Ooo. Well, of course, we were anxious to get some of those ex-
ceptions, and were glad some of them were included.
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Senator MILLIKIN. That is the point.
Mr. OG. But I think that we cannot object to other countries having

some exceptions too.
Senator MILLIKIN. When you take the aggregate of that, you have

nothing left.
Mr. OG. I will say this, in fairness: Our people considered this,

and we feel that it would be very helpful. Our delegate body en-
dorsed, and urged that Congress ratify, the ITO Charter.

Senator MILLIKIN. Let me ask you: Did your last convention endorse
the specific recommendation which you are making here today? I
have read your resolution, and your resolution does not do that.

Mr. Owo. That is the part of the resolution that relates specifically
to trade agreements, which, as you will note, opposes crippling restric-
tions, but asks for a continuation of safeguards.

Now, these amendments were discussed, and their possible effects
during the consideration of this matter at our annual meeting, and
also during our last board meeting.

Senator MILLIKIN. My point was: Did not the convention authorize
the specific amendments which you have developed here in your
statement ?

Mr. Oco. Well, at the convention you don't consider bills, you con-
sider principles.

Senator MILLIKIN. Are the principles to be found in this resolution?
Mr. OcG. This is the resolution of the delegate body, and the matter

was further considered at the meeting of our board of directors here
recently. The present legislation was considered, and the President
was authorized to take the position he has taken here in this statement.

Senator MILL-KIN. May I invite your attention to page 5 of your
statement'?

Mr. Ow. Yes, sir.
Senator MLI.KIN. It says:
These amendments remove the United Stateq Tariff Commission from the list

of agencies from which the President must seek information and advice with re-
spect to the negotiation of proposed trade agreements * * *.

I suggest to you that that is an error. There is nothing in the existing "
law that removes the Tariff Commission from any advisory function to
the President.

Mr. Oto. Well.perhaps that was not stated exactly as intended.
What was intende there was that these amendments did remove the
Tariff Commission from participating in the policy decisions that the
President must make with respect to what concessions lie is going to
ask for or rant.

Senator MILLIK N. That is correct.
Mr. Oco. That was what was intended.
Senator MILLIKIN. The President receives under the present law

the recommendations of the Tariff Commission so far as peril points
are concerned, and continues to receive the recommendations of Com-
merce, of Agriculture, and of all of the other agencies. So he has con-
trol of all of the sources of information you may need for reaching a
conclusion.

Mr. OG. But I certainly would not want to leave any impression,
Senator, that we would not wish the Tariff Commission to continue to
be consulted. In fact, our objection to the present procedure is that
it seemed to use that it removed them to a much greater degree than

241
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the previous procedure, wherein they could not only help determine
policies, but could actually help with the negotiations. We thought
that was a very great advantage.

Senator Mmnix n. I suggest most respectfully that you are in par-
tial error there. The Tariff Commission, as such, was never repre-
sented on the interdepartmental committee.

Mr. Owt. Perhaps I should say "a representative of the Commis-
sion."

Senator MILLIKIN. Someone from the Commission was selected as,
a member of the interdepartmental committee, but he was not selected
to represent the view of the Tariff Commission. He sits there simply
as an individual, picked out of that group, as others were picked out of
,other groups.

Mr. OGG. Well, as I understand it, the Tariff Commission did have
a representative, in the same way that the Department of Agriculture
had a representative and the State Department had a representative.

Senator MILLIKIN. It depends upon what you mean by "in the same
-way." This has been developed again and again in testimony, and
there is no question about it. A representative on the interdepart-
mental committee was picked out of the Tariff Commission, but he
could voice his own views, or if he wished, he could voice the views of
the Tariff Commission; but he-was not required to voice the views of
the Tariff Commission. So that the Tariff Commission as such was
not necessarily represented on the interdepartmental committee.

Mr. OcG. May I just point this out, Senator, also in that connection.
It seems to me that there was an arrangement in the older procedure.
that was helpful insofar as the Tariff Commission and other agencies.
particularly Agriculture, were concerned. As I understand it. the
Trade Agreements Committee, was made up of all of these representa-
tives, and if any one of them disagreed with the recommendations,
not only on import concessions, but export concessions, it was neces-
sary to present a report of that to the President, in order that he might
have the benefit of these dissenting views.

Senator MmLIKiN. I am talking about the Tariff Commission. That
is what you are speaking of here. And there was no requirement that
any dissents among the Tariff Commissioners or the whole view of the
Tariff Commission, if there were unanimity, should be passed on to
the interdepartmental committee, or to the President.

Mr. OGG. I am not familiar with the details of that, Senator, and
you may be entirely correct.

Senator MILLIKIN. You have an interesting point there, if it were
correct; and I am taking the liberty of suggesting that it is incorrect.

Now, you complain that the Tariff Commission is specifically pro-
hibited from participating in the negotiating of trade agreements.
And that is quite correct. The Tariff Commission, I respectfully sug-
gest, is an agency of the Congress. The Congress has never author- t
ized the Tariff Commission to negotiate or participate in the negotia-
tion of trade agreements; and the separation of the two branches of t
Government rather indicates it would be a good policy if it were au-
thorized to do so. The Tariff Commission is our representative.

Mr. Oca. Well, also, Senator another point that we felt was unduly
restrictive was that the language in section 4 of the present act not
only prohibits a representative of the Commission from participating

C
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in the negotiations, but also from participating in the making of deci-
sions with respect to proposed terms.

Senator MLIKIN. That is right.
Mr. Or. And it seemed to us that it was a very useful provision to

have the Tariff Commission's assistance in reaching those decisions.
Senator MILLIKIN. I suggest to you again that they never had the

Tariff Commission's assistance in that.
Mr. OGG. Well, the Tariff Commission's representative.
Senator MmmKIN. And I suggested that there is no dearth of ad-

vice or information available to the President of the United States.
May I invite your attention to the statement to the effect that the

instructions to the Commission are rather restrictive? Then you go
-on to say:

They are directed toward retaiiiing or increasing import duties rather than
reducing trade barriers.

I sugest to you that there is nothing of that kind in the act.
M_.Ooo. No; that was not in quotation in my statement, however,

Senator. The language that I had reference to there in my statement,
was that contained in section 3 of the present act, which contains the
instructions to which I referred there. It states that the Commission
is to make a finding with respect to--

(1) the limit to which such modification, imposition or continuance may be
extended in order to carry out the purpose of such section 350 without causing
or threatening serious injury to the domestic industry producing like or similar
articles; and

(2) if increases in duties or additional import restrictions are required to
avoid serious injury to the domestic industry producing like or similar articles,
the minimum increases in duties or additional import restrictions required.

Senator AMwu N. That was already in the law, Mr. Ogg. The
President has the right to raise or decrease. Z

Mr. OGO. But the specific mandate here, though, to the Commission
is much more restrictive than the original act, in that it relates to
limitations on concessions that the United States might wish to make.
The law covers both. C

Senator MmLIN. The law, as it was originally, preserved a leeway 3 I
for increases or decreases for the President. We did not disturb that
in any way.

Mr. OGG. That is correct. But the point I wanted to make clear is
that this is a special mandate to the Commission, which is much less
inclusive and much more restrictive, and relates only to import
concessions.

Senator Mmwu iw. That is right. Now, your objection to that is
what ?

Mr. OGG. Well, as I stated, it was our feeling that it was unduly re-
strictive, coupled with the other points which I made. I wouldn't like
to lift this out of its setting, because our view is one of taking the
matter as a whole. In view of the other considerations, which remove
the Commission from these other functions, coupled with this, in our
view, it is too restrictive. Of course, it is a matter of judgment,
Senator. That is just our judgment.

Senator MiLxiN. I suggest to you again that under our system of
Government you are getting into a very hybrid thing when a legislative
agency starts to do any part of the President's work. And we have
delegated the negotiation of these matters to the President.
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But be that as it may, I repeat that there is no source of information
or advice to the President that has been foreclosed by the present law.

Mr. Ooo. Except that the representative of the Commission can't
participate in reaching decisions, or in the negotiations.

Senator IbLuIKIN. That is right. And I suggest to you that the
representative of the Commission is not truly a representative of the
Commission, in that he is not required to voice the opinion of the
Commission.

Mr. OGG. Of course, it is a matter of judgment, as was said here
earlier, as to what is the best way to accomplish this. We are just
trying to give you our best judgment, sir.

Senator MIKiuN. Let me ask you: Have you been here all morn-
ing?

Mr. Owo. Yes, sir.
Senator MiLLiKiN. You heard the discussion on the escape clause?
Mr. OG. Yes, sir.
Mr. MrLLKIN. There is no need, then, to cover that ground again.
Mr. Oc. I would just like to emphasize that we feel that is very

important, and we want to see that continued, of course.
Senator MILLIKIN. The theory of the present law is that you should

have both: that you should have the safeguarding principle care-
fully focused to the President's attention, and you also should have t.
the escape clause. And I invite your attention again to the fact that t
the President may disregard any recommendation which the Tariff
Commission may make.

Mr. Ooo. Yes, I understand.
Senator MILLIKiN. With no obligation other than to make a simple

explanation, or as much of an explanation as he may want to make,
to that body of this Government which has delegated that power
to him.

Mr. Oo. I think that is correct.
Senator MIUIKIN. Do you find that an unreasonable requirement?
Mr. OG. Well, I think if that were all, the question of making

public the finding-it would be difficult to say that that in itself was
unreasonable, but I would like to reiterate that our view of this is
that, taking these things as a whole, we felt they were too restrictive.
and that the old procedure would be preferable.

And I think there is another consideration, as far as agriculture's p.
interests are involved. I certainly have a high regard for the Tariff
Commission and its Staff, and I wouldn't %vant anything I say here
to be in any way a reflection on either the Commission or its staff. 1k

But I think one needs to recognize that the Department of Agri-
culture, with its facilities for getting information, with its facilities
for keeping in constant touch with farmers and their problems, its I
facilities for collecting of statistics, and with the Foreign Agricul-
tural Service in the Department, of Agriculture, with its representa-
tives in foreign countries, many of whom have been there for years,
who know the labor costs, who know the conditions of production, is
in a better position to determine whether a proposed concession is good
or bad-unless the Commission were to add, as it has done in previous re
years, the sending of special investigators abroad and out in the field, f
to get all that data itself.
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Senator MILLIKIN. Under the law as it stands, Mr. Ogg, there is
nothing that prevents the Tariff Commission from assembling its
information from any source that it wants to.

Mr. OGG. That is correct.
Senator MMILIKIN. And I should think that common sense would

dictate that in connection with the agricultural problem it would
take advantage of whatever information is available in the Agricul-
ture Department. By the same token, if I may continue, the other
departments which are bound into this interdepartmental relation by
law, also can get all of the factual data that they want from the Tariff
Commission and from each other. There is no Chinese wall around
any source of information under the present law.

Mr. OGG. No; I understand. The only reason I mentioned it,
Senator, is that if you set out the Tariff Commission to itself to make
these determinations, it would seine to me difficult for the Commis-
sion to fully appraise the situation and accurately appraise it, as to
agricultural commodities, unless it just used the data that the Depart-
ment of Agriculture already had available.

Senator MILLIKIN. Let us suppose that they came up with a recom.
mendation to the President on an escape of some kind. The Presi-
dent will consult with the Department of Agriculture. If he thinks
that the Department of Agriculture's arguments outweigh those of
the Tariff Commission, he is not required to take the Tariff Commis-
sion's recommendation. He can take those of the Department of Agri-
culture. He can take those of anybody he picks up off the street. But
if he does, and goes below a peril point, all he has to do is to say why
he did it. And if he did it on the basis that stronger and better facts
came from the Department of Agriculture, the country would sup-
port it. Z

ir. OGG. Of course, he could do that under the old procedure, too.
Senator MILLIKIN. He could do it under the old procedure, and he

could do it now.
Mr. OGG. So that things are on the same basis in that respect. But Ci

there is this essential difference: that when you ask the Tariff Com- 3
mission to make an independent study on a very limited phase, then
the question arises, when it has to be done in 120 days, whether they
can make the kind of investigation that this would appear to contem-
I)late, and can do it accurately.

Senator MILLIKIN. I suggest that they are making it, and I suggest
that by March 4 they will give the President their recommendation. S
Aknd if anything comes to the President's attention that should not
be considered, he does not have to pay any attention to it.

Mr. OGG. We have very high regard for the Tariff Commission, I
want to emphasize this. We certainly favor the fullest use of the
facilities of the Tariff Commission.

Senator MILLIKIN. The facilities of the Tariff Commission are
available to anybody who wants to use them.

Mr. OGG. Yes, sir.
Senator MILLIKIN. Let me invite your attention again to your

resolution. It, seems to me that it expresses the proper solicitude
for the domestic producer. Do you have any objection to the safe-
guarding principle that has been pronounced by President Truman
and by President Roosevelt?

Mr. OGo. The escape clause, you mean?
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Senator MILIKIN. No, no; the basic principle on which we make

these trade agreements, as far as importation is concerned is that our
domestic industry should be safeguarded. Do you have any objec-
tion to that?

Mr. OGO. No; naturally we would be opposed to wrecking our own
markets. That would be very foolish.

Senator MILLKiN. That is right. And any procedure that will tend
to assure that result would not meet with your objection, would it.?

Mr. OGG. If it were done in a way that did not cripple the program,
and its effectiveness.

Senator MILLIKIN. Now let me get into the "crippling of the pro-
gram."

At the time that we passed the law of 1948, a number of countries
4ad already joined the Geneva agreements.

Mr. Ooo. Yes, sir.
Senator MI.LIiN. Thereafter, the rest of them came in and joined,

until now we have 22 out of 23 of those at Geneva who have joined up.
So there was nothing in that act of 1948 that crippled the reciprocal
trade program. And at the present time there are pending negotia-
tions for another 11. They have accepted our invitations to negotiate.

So there is nothing in the act of 1948 that has interfered with the
expansion of that program.

Mr. OGG. Well, I think that is perhaps a question that the State
Department or the Tariff Commission ought to answer rather than 1,
but it seems to me, Senator, that there is one thing that perhaps should
be considered: When you say "crippling" I don' think that these re-
strictions are necessarily a barrier to other countries saying they are
willing to sit down around the table and negotiate. I think the diffi-
culties arise as to what we want to secure in the way of concessions.
and what we are willing to give, and how we arrive at those determina-
tions, and how we carry on the negotiations.

Senator MImLIKIN. gow let me put it to you this way:
Regardless of what the procedure might be, you would not want us

to make reciprocal trade agreements that carried our tariffs below a
point that would safeguard American industry; would you?

Mr. OGG. No, sir.
Senator Mina.lx w. Of course not.
Mr. 0OG. I think that our people, as I have said in many of the

resolutions over the years, would not wish to wreck our own markets.
Because we recognize that that is our major market. On the other
hand, the reason that we are supporting this program is that we feel it
will give us a better domestic market. And unless we maintain our
foreign outlets for our farm surpluses, we are going to be faced with a
serious agricultural depression that will drag the rest of the country
down. That is our view of it.

Senator MmLIKIN. I am not taking any issue with you on that.
The reason we focused this thing on the Tariff Commission is because,
although President Truman an President Roosevelt said, "We will
safeguard domestic industry in the negotiation of these agreements,"
the State Department comes over here and again and again says, "We
are taking calculated risks, and you will have to look to the escape,
clause to get out, if you can." And it seemed to us that that was not
safeguarding domestic industry, amnd that is why we made that amend-
ment in the law.
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Mr. OoG. Of course, there are other safeguards that they can use,.
and we think should use, in the negotiation of these agreements.

Senator MILLIKIN. They cannot have too many of them to suit me.
Mr. Owo. That has been our position, that they should use these safe-

guards wherever necessary.
Senator MILLIKIN. They might have taken some teams of business-

men along who knew what they were doing.
Mr. Ocw. I want to say this: I don't want to leave the impression,

Senator, that the Farm Bureau has been in agreement with everything
that has been done under this program. We have disagreed on severaI
occasions, and have made recommendations that were not always ac-
(epted. But our recommendations, here, Senator, are the action of our
delegate body. This is the considered opinion and judgment of our
Farm Bureau people who elected them. And we hope you will con-
sider them, as I am sure you will.

Senator MILLIKIN. We shall indeed.
The CHAIRMAN. Senator Lucas, any questions?
Senator LUCAS. I have no questions. I just want to congratulate

Mr. Ogg for the statement that he has made. Coming from one of
the great agricultural sections of the United States, I am very happy
to know that the Farm Bureau is in accord with the President's pro-
gram, here, on reciprocal trade agreements.

Mr. OwO. Thank you, sir.
Senator MILLIKIN. May I congratulate the distinguished witness,.

also, as a representative of the Farm Bureau, for having announced M,
principles which, while reflected in law and proper enforcement will,
adequately protect the country. I8u,

Mr. Oto. Thank you, sir. "T.1
The CHAiiMAN. Senator Brewster I Z
Senator BREWSTER. I was interested in your statement about sub-

scribing to the protective principle, the safeguarding principle, for- j
American industry. What is your basis for that? That American
production costs and the American standard of living are higher and. Q
therefore do require some protection ? "III

Mr. OGG. What I said, I think, was that we would not favor wreck-
ing our own markets; that we would not favor any action that would
wreck our own markets. That is why we supported the escape clause.
That is why we supported section 22. That is why we supported these
other safeguarding provisions.

On the other hand, we do favor reduction of trade barriers including
our own trade barriers.

Senator BREWSTER. To the point where they do not have detrimental!
effects on our production.

Mr. Oco. Because how are we going to maintain a market for these.
enormous surpluses of farm products that are going out of this coun-
try today if we are not able to import goods?

And we have an excess of 11 billion dollars of goods and services.
going out of this country compared with what we are bringing in. All
of that has to be paid in dollars, as you well know, and unless they can
sell more goods in this country to get dollars, they have no choice but
to cut down their purchases of goods from the United States. And
that is exactly what has happened today. It is of great concern that
we solve this dollar shortage problem. Of course, it has been our
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earnest hope that in the ECA program we could assist these countries
in a long-term program to help correct that.

Senator BREWSTER. Your safeguarding theory is on the vasis that
production costs in some instances abroad are lower than production
costs here.

Mr. OoG. That would be, of course, a factor, necessarily.
Senator BREWSTER. So that is one of the basic things in which you

have to proceed.
Mr. OGG. Yes.
Senator BREWSTER. Now, you recognize the quota principle as the

most effective and perhaps one might almost say the only effective
means of control under the present inflationary situation.

Mr. OGG. Well, no, I wouldn't think it would be the only means.
Of course, you have exchange controls, and you have quotas. You
have licensing.

Senator BREWSTER. Let us say it is the most effective.
Mr. OG. I don't mean in this country; I mean in other countries.
Senator BREWSTER. It is the most effective means of control.
Mr. OaG. Yes; it has been so effective that it has shut out a great

many of our exports.
Senator BREWSTER. I notice that you stress the escape clause as

against the peril-point procedure.
Mr. OGG. Well, I wouldn't want to single out, Senator, or be con-

strued as singling out the escape clause. We feel there are a number
of safeguarding features that are quite important, not only the escape
clause, but section 22.

Senator BREWSTER. What relief do you secure under that?
Mr. OG. Well, if imports come in in such volume as to interfere with

the effectuation of various agricultural programs, price support pro-
grams, or acreage adjustment programs, or marketing agreement pro-
grams, the President, after investigation by the Tariff Commission,
may invoke quotas, or additional fees to offset the damage.

The CHAIRMAN. Has that been done, Mr. Ocrg
Mr. OGG. Yes, sir. In the case of wheat ithas been invoked twice,

I believe: and I think once or twice in the case of cotton.
The CHAIRMAN. Cotton; yes.
Mr. OG. Cotton goods, in one case, and in the other case, I think, a

certain type of raw cotton.
Senator BREWSTER. And thosq provisions both contemplate the

investigation by the Tariff Commission and then action by the Presi-
dent.

Mr. Oo. Yes, sir. It is rather similar to the procedure under the
escape clause, as I understand it, sir.

Senator BREWSTER. The period of crops is more or less an annual
period; that is, the question of the effect upon our economy has to
go more or less on an annual basis.

Mr- Ow. Yes, in most cases. That would not be true of dairying,
of course.

Senator BEwSTErm I was interested that you stressed that 120 days
was not sufficient for the Tariff Commission to make an adequate in-
vestigation to determine peril points. If that is true, how much
more serious it is, if more time is required to determine upon the
application of the escape clause in section 22?
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Mr. Oo. If I said that, I didn't mean that in the way you took it.
Senator BREWSTER. Well, I will quote it: "120 days is too short

a time for the Tariff Commission to function in this determination."
Those were your precise words.

Mr. OGo. May I explain what I had in mind?
Senator BREWSTER. Yes, certainly.
Mr. OGo. I had in mind there the type of information that the De-

partment of Agriculture is assembling all the time, both here and
abroad. And I had in mind that unless they send out their own in-
dependent investigators into the field, or into foreign countries, and
get that first hand, they necessarily must rely, to a considerable ex-
tent, at least on the information already available in the Department
of Agriculture. That is all I had in mind.

Senator BREWSTER. Well, do you have any reason to think that the
Tariff Commission does not seek from the Agriculture Department
information in a matter of this kind?

Mr. OGG. No, I am sure they do.
Senator B'REWSTFER. So that that is all instantly available to this

scientific group.
Mr. Oo. Certainly.
Senator BREWSTER. And you stress the importance of the scientific

approach in the matter of determining protection.
Mr. OGO. Then it becomes a question of which is a better one to

evaluate, I think; the Tariff Commission, or the Department of Agri-
culture.

Senator BREWSTER. Well, as I think the Senator from Colorado has
pointed out, the President has the final determination in any event,
with all sources available to him.

Mr. OGo. That is true.
Senator BREWSTER. The Tariff Commission is simply charged by the

Congress with the responsibility of determining what in their judg-
ment is a peril point.

Mr. Ooo. Yes, I think that is a correct statement.
Senator BREWSTER. Beyond that, full latitude still prevails. :0
Mr. Oc. That is correct.
Senator BREWSTER. Now, in how many instances have we quotas?! I

Do you know? 3
Mr. OGG. Import quotas?
Senator BREWSTER. Yes.
Mr. OG. Well, I mentioned wheat and flour.
Senator BREWSTER. Is that now in effect?
Mr. OG. Yes.
Senator BREWSTER. What is that limit?
Mr. OGG. Well, I think it is 4,000,000 pounds of flour, and I believe-

I am only depending on memory-possibly 10 or 15 million bushels of
wheat, though I might be wrong about that.

I can obtain the figures for you, Snator, and put them in the record.
Senator BREWSTER. Will you do that?
(The information is as follows:)

The Import quota for flour is 4,000,000 pounds annually. The import quota for
wheat is 800,000 bushels annually.

86697-49-pt. 1-17
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Mr. OoG. Also, I believe, quotas have been imposed on cotton tex-
tiles. I am not sure whether those are quotas or fees. And I believe
a quota has also been imposed on a certain type of raw cotton.

Senator BREWSTERI. What is the limitation on cotton?
Mr. OG. I don't recall. I could get it for the record.
Senator BREWSTER. Is it not quite restrictive ?
Mr. Ooo. Well, it only applies to one type of cotton, which is rela-

tively small in importance.
Senator BREWSTER. You mean as to most types of cotton there is no

restriction ?
Mr. OGG. That is correct. There were some restrictions on cotton

textiles. I am not sure what the present status is.
Senator BREWSTER. Would you get that for us?
Mr. Ooo. I would be glad to.
Senator BREWSTER. And if you could. give us a summary, if we

have not already had it, I think that would be a good thing to ob-
tain. Have you had put in the record the information on quotas?

Mr. OGG. The Tariff Commission could get it for you. I would
have to get that from either the Tariff Commission or the Department

of Agriculture.
Senator MILLIKIN. I would suggest, Mr. Chairman, that the Tariff

Commission representatives, who are here, might get that for us.
Senator BREWSTER. I would like to have a statement of what quota

limitations are in effect.
The CHAIRMAN. In effect at this time?

T__ Senator BREWSTER. Yes; and how long they have been in effect and
what they have been in the last 3 years, say, since the war.

The CHAIRmAN. Will you please prepare that, for us, gentlemen?
Mr. MARTIN. I will be glad to do it, sir.1The CHAumAN. Will you prepare it, ttnd put in. an accurate form

as to all quotas, how long they have been in effect, and what quotas
have been invoked, or imposed during the whole 3 years?

Senator BREWSTER. I thought we should have it since the war.
The CHAnRMAN. Since the war ended, anyway.

3Z Senator MIuLIKN. Senator. I think you will find some interesting
facts going beyond the war. Why limit it to 3 years?

Senator BREWSTER. You mean to take the prewar period?
Senator MmLKIN. Yes, take whatever they have on the history of

quotas.
Senator BREWSTER. I think the history of quotas is very interest-

ing, from the standpoint of one who does believe in the protective
principle.

(The information is as follows:)

USE OF IMPORT QUOTAS BY THE UNITED STAIXES

This memorandum is concerned with absolute quotas on imports, that is to say,
quotas which are quantitative limitations on the amount of imports permitted to
enter the country for consumption. It does not deal with so-called tariff quotas
under which a specified quantity of merchandise may be permitted entry at a
reduced rate of duty, imports in excess of the quantity not being prohibited but
being subject to a higher rate of duty.

The United States has employed quantitative limitations as a measure of for-
eign trade control principafly as a part of, or as a necessary supplement to, gov-
ernmental programs for regulating internal operations. Quotas have been used
in this country to but a small extent in comparison with most other countries.
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Some of the commodities affected by this type of control, however, have bulked
large in our foreign trade accounts and our various quotas have had important
effects. Import quotas have been adopted both by direct congressional enactment
and by executive action in pursuance of congressional authorization. In certain
instances agreements to which the United States Government was not a party
have also operated to impose quotas on imports.
Quotas under the industrial recovery program

The National Industrial Recovery Act of June 16, 1933, was designed to cope
with the then existing emergency by promoting the organization of the various
branches of industry. It authorized the adoption of codes of fair competition
which included provisions for price stabilization, increases in wages, decreases in
working hours, and the prohibition of various practices labeled as unfair competi-
tion. Section 3 (e) of the act authorized the imposition of fees or quotas on im-
ports when found necessary by the President, after investigation by the Tariff
Commission, to prevent such imports from rendering the codes ineffective or
seriously endangering their maintenance.

In some instances the codes themselves provided for import quotas. The
petroleum code was adopted on August 19, 1933, and on September 2 the Admin-
istrator (the Secretary of the Interior) ordered, in accordance with the code,
that imports be limited to the level prevailing in the last 6 months of 1932. This
level was much lower than that prevailing in earlier years as the worst part of
the depression was then existing, and the United States had in June 1932 imposed,
an import-excise tax of 21 cents per barrel upon petroleum. The result of the
import-control provisions of the petroleum code was to prevent imports from in-
creasing above the depressed level existing in the latter half of 1932. Under the
lumber and timber products code, imports of Philippine mahogany were restricted
by quotas, and under the alcoholic beverage importing code imports were subject
to quotas for a few months.

Many complaints and requests for restrictive action under section 3 (e) were
filed with the National Recovery Administration. Fourteen of these presented
prima facie cases with sufficient cogency to warrant formal investigation by the
Tariff Commission. Seven of the investigations ordered were completed, and in MI
four of them restrictive action was recommended to prevent imports from (:)I
endangering the codes.

In the case of red cedar shingles it was recommended that imports be limited "TJ
to a quota of 25 percent of domestic requirements. The Canadians restricted I,1I
exports to this figure which obviated the need for action by the President under Z
section 3 (e). The 25 percent approximated the share of the market supplied by
the Canadians during earlier years, but during the years immediately preceding
the quota Imports had increased materially relative to domestic consumption.

For lead pencils and cotton rugs (imported principally from Japan) restrictive
action was recommended either b' way of increased tariff duties or by way of
additional import fees and quantitative limitations. After the recommendations ) ,II
but before action by the President the Japanese restricted exports to the United
States to specified quantities, with the result that no restrictive import action was 3
taken by this country except that import fees were imposed on some types. In the
case of matches, import fees were recommended but as a result of an increase in
excise taxes on the types of matches which were the subject of the recommenda- )
tion no import-control action was taken.

The legal authority to regulate imports under the codes of fair competition . *
ceased to exist in the summer of 1935, as a result of Judicial decisions holding
unconstitutional the pertinent sections of the NIRA. Although no quantitative
limitations were officially ordained by the United States under section 3 (e) of
the act, the actions that were taken to restrict exports to the United States had
results very similar to those which would have pertained had import restrictions
been adopted. Further, the technique of controlling imports into the .United
States by limitations imposed at the source persisted after the National Re-
covery Administration had ceased to regulate commerce. In several instances
the export controls were maintained by foreign countries for a considerable pe-
riod and new controls based on a similar technique were adopted, as referred
to hereinafter.

Quotas under the agricultural program
The Jones-Costigan Sugar Act of 1934 was designed primarily to increase the

Incomes of domestic sugar producers by providing for a system of benefit pay-
mients based on processing taxes and by increasing and stabilizing prices at
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higher levels through the device of marketing and import quotas. The act pro.
vided for regular estimates of domestic market requirements and the allocation
of the amount so determined by prescribed rules to the domestic beet and cane
areas, Hawaii, the Philippine Islands, Puerto Rico, and Cuba, with minor quan-
tities allocated to other sources. The quotas were imposed concurrently with
the reduction of one-fourth in the rate of import duty on sugar so that the
increase in domestic prices, coupled with a reduction in duty, inured to the bene-
fit of both domestic and foreign suppliers in the form of increased returns. The
share of the domestic producing areas was increased materially as compared
with the previous decade. The share allotted to the Cubans was materially lower
than the 10-year average (1.9 million short tons compared with 3.12 million short
tons in 1924-33). It was, however, higher than the Cuban shipments in 1933
(1.55 million short tons). The share allotted the Philippine Islands was mate-
rially higher than the 10-year average (1.015 million short tons compared with
0.708 million short tons). It was, however, lower than the shipments from the
Philippines in 1933 (1.93 million short tons).

The sugar quotas were continued after the processing taxes were terminated
as unconstitutional, and the sugar program was reenacted in the Sugar Act of
1937 which provided for a manufacturing tax and benefit payments to farmers
as well as marketing and import quotas. The quotas were continually in force
from 1934 until April 1942 except for the period September 12 to December 31,
1939, inclusive. In April 1942 the effectiveness of the quotas was suspended
because of the war emergency, but the enabling legislation has been continued
in force. The quotas were reimposed under the Sugar Act of 1948, effective Jan-
uary 1, 1948.

The trade agreement between the United States and Cuba, which became
effective September 3, 1934, provided for reduced duties on wrapper and filler
tobacco, scrap tobacco, and cigars and cigarettes (all of Cuban origin) and also
]provided that the total quantity of dutiable tobacco and tobacco products from
Cuba that could enter the United States for consumption in a calendar year
should not exceed 18 percent of the total quantity (unstemmed efluivalent) of
tobacco used in making cigars in registered factories in the United States during
the preceding year. The percentage allotted the Cubans was substantially the
same as the ratio of imports of tobacco and tobacco products from Cuba to
,domestic consumption of cigar tobacco during the previous 10 years. The ratio
-of imports to consumption in the years immediately before the agreement had
-declined, and the agreement actually permitted an expansion of the trade. The
continuance of the tariff concessions in the agreement was dependent on the con-
tinuance of the domestic cigar-tobacco adjustment program, and shortly after
that program was terminated in 1936 the duty concessions and the import quotas
on Cuban tobacco under the trade agreement were also terminated. Duty con-
cessions have been made to Cuba under later agreements but were not limited by
quotas.

In 1935 section 22 was added to the Agricultural Adjustment Act of 1933 to
authoize the President to Impose quantitative limits on imports of products
when such action was found n.ecessary, after investigation by the Tariff Com-
mission, to prevent such imports fromrendering ineffective or materially inter-
fering with various agricultural programs under the Agricultural Adjustment
Act. Later the law was extended to protect programs under the Soil Conserva-
tion and Domestic Allotment Act, and still later to protect programs under sec-
tion 32 of the act of August 24, 1935, which set aside 30 percent of the gross
customs receipts each year for certain agricultural promotion and subsidy
programs. Originally section 22 specified that no quota should be less than
half the average annual imports of the article in the period July 1, 1928, to June
.30, 1933, inclusive. The base period was later modified to be January 1, 1929, to
December 31, 1933, inclusive. In the Agriculturel Act of 1948, section 22 was
amended to afford protection to all programs or operations of the Department
of Agriculture. The base period previously specified for determining minimum
quotas was eliminated and the President was given discretion to select a repre-
sentative base period. A new provision was added to prevent restrictions under
section 22 from being enforced in contravention "of any treaty or other Inter-
national agreement to which the United States is or hereafter becomes a party."
Two investigations had been ordered by the President under this law, and both
have resulted in quotas on imports.
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In 1939 the Tariff Commission investigated the relationship of imports to the
cotton program under the Soil Conservation and Domestic allotment Act. Just
before the investigation the Secretary of Agriculture had announced an export
subsidy on cotton which promptly resulted in lower cotton prices in foreign mar-
kets than in the United States, and the Tariff Commission found that quotas on
imports were necessary to sustain the cotton program. Careful consideration
was given to the need of the domestic cotton-manufacturing industry for special-
ized types of imported cotton and the quotas were not made applicable to harsh
cotton of less than 3/1-inch staple, a type not produced in the United States. The
quotas on other short-staple cottons were based on the average annual imports
during the previous 10 years or the legal minima, whichever was greater. The
quotas on long-staple cotton were based on the average annual imports for the
two highest years of the previous decade or the legal minima, whichever was
greater. Special provision was made in the quotas on spinnable cotton waste
to insure supplies of card strips and comber waste made from cotton of 1%6
inches or longer staple, whiih were not produced in the United States in quanti-
ties sufficient to meet the demand. Originally the quotas were allocated to the
various supplying countries on the basis of the previous imports from them.
During the war certain exceptions have been made to the quotas to facilitate
procurement of needed supplies, including the suspension of the country quotas
on long-staple cotton in favor of a total global quota. In 1947, a global quota
was imposed on short harsh cotton of less than %-inch staple. At the present
time, all staples of cotton are subject to import quotas except cotton having a
staple 116e Inches or more In length. In 1947 and 1948, supplemental quotas
were provided for long-staple cotton (1% to 11 A6 inches in length) because of
the shortage of stocks in the United States.

In 1941, the Tariff Commission completed an investigation of the relationship of
imports of wheat and wheat flour to the wheat program under the Soil Con-
s ervation and Domestic Allotment Act. Import quotas were found to be nec-
essary to prevent imports from materially interfering with the program. The
quotas adopted were much larger than the legal minima but considerably smaller
that the abnormally large imports in the years 1934-37, a period in which domestic
supplies had been curtailed by drought. Wheat and wheat flour unfit for human
consumption were not included in the quotas. Of the total quota of 800,000 "u1
bushels of wheat, and 4,000,000 pounds of flour, quotas of 795,000 bushels of
wheat and 3,815,000 pounds of flour were allocated to Canada. In 1943, the
quotas were suspended with respect to imports by the War Food Administrator
in order to assure adequate supplies needed for feed and for certain war indus-
tries, but the quota remains in effect with respect to imports for private account,

Miscellaneous quotas8
After the outbreak of World War II in Europe, Latin-American coffee pro-

ducers lost about 40 percent of their export trade and were faced with ruinous ) "
competition among themselves in the United States market. As a result, the
Inter-American Coffee Agreement was negotiated and put into effect, imposing
quotas on coffee imported into the United States and allocating practically all a
of the quotas to Latin-American countries (little more than 2 percent being
allocated to other sources). The agreement undoubtedly has operated to bring
tangible benefits to growers both by stabilizing what otherwise might have been
a demoralized market and by effecting, in conjunction with other causes, an
upward revision in prices. Furthermore, by means of import quota adjustments,
rises in prices have been controlled or checked where they appeared too rapid
or excessive; imports have been kept in line with increasing wartime consump-
tion; and, when shipping to some countries was interrupted, increased shipments
front more accessible sources were made possible to keep the market fully
supplied. The term of the coffee agreement was originally 3 years, beginning
October 1, 1940, but it has been extended by agreement among the contracting
States for two additional years. The quotas on coffee were terminated in 1945.

In the Philippine Cordage Act of 1935, Congress imposed an absolute annual
quota of 6,000,000 pounds for hard-fiber cordage from the Philippine Islands.
This quantity was more than a million pounds below the average annual receipts
from the Philippines in the years 1930-34 and nearly 5,000,000 pounds below the
receipts in 1935 (which were abnormally large in anticipation of the quota).

The Philippine Trade Act of 1946 provided for preferential treatment on
imports of Philippine articles : free entry until July 4, 1954; thereafter gradually
increasing percentages of the United States duty are to be applied until fuU duties
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are applicable on July 4, 1974. The act provided, however, for absolute quotas onimports of several important products. The annual quotas are:
Hard-fiber cordage ------------------------------- pounds-- 6, 000, 000Sugar --------------------------------------- short tons952,00
Rice ----------- -------------------------------- pounds-- 1,040, ooo
(ars ----------------------- cigars-- 200, 000, 0Tobacco pounds-- 6,50,ooo
Pearl or shell buttons ----------------------------------- gross-- 850,000

In the trade agreement with Canada which became effective January 1, 196,the United States agreed to continue the duty-free entry of red-cedar shingles butreserved the right to impose a semiannual absolute quota on them equal to 25percent of the combined domestic shipments and imports during the preceding6-month period. This 25 percent approximated the share of the United Statesmarket which the Canadians had sppplled over a considerable earlier period.Enabling legislation was adopted as section 811 of the Revenue Act of 196, and
the quotas were In effect from 1937 to 1939.

The second trade agreement with Canada, which took effect January 1, 1939,provided for a reduced duty on silver-fox furs. After the outbreak of the warin Europe, Imports of these articles into the United States increased greatly,and there appeared considerable danger of the market's being completely de-moralized. A supplementary agreement was negotiated with Canada which pro-vided import quotas on silver foxes and silver-fox furs, effective January 1, 1940.The quota permitted the entry of 100,000 silver foxes and silver-fox furs a year,a quantity more than 150 percent in excess of the annual average imports forthe period 1935-39, but represented a reduction of more than 25 percent from the1939 imports. Details of the quota were modified in a supplementary agreementnegotiated later in 1940, but the figure of 100,000 for annual imports remained
in effect until the quota was ended, effective May 1, 1947.
Gentlemen's agreement

Although not technically a part of United States foreign commercial policy,because of lack of official imposition, the so-called gentlemen's agreements ofthe later 1930's need to be mentioned in this discussion of quantitative limiita-tions. These agreements grew out of the practices instituted under the industrialrecovery program whereby bothersome imports were controlled, not by increasing
import duties or imposing import quotas, but by restrictions at the source: thecountry of export. In 1933-35, when the immediate question was whether thisGovernment would impose import restrictions to support its Internal program,Government officials participated in the negotiations to curtail the supply fromabroad. After the legal authority under the National Industrial Recovery Acthad ceased, those officials ceased to be parties to the negotiations but wereinformally consulted by the domestic interests seeking protection and by im-porters and other representatives of foreign exporters. In some instances,
Tariff Commission Investigations which might have resulted in Increased tariffswere terminated or suspended after negotiation of gentlemen's agreements.Later agreements with foreign exporters were negotiated by private domesticinterests without consultation with officials of the United States Government.
Some agreements have been made public by their sponsors; others have beenkept secret and have not been made available even to Government officials dealing
directly with foreign-trade controls.

The Japanese export restrictions on lead pencils and cotton rugs, imposed dur-ing our national recovery program, were continued after the end of that programpursuant to gentlemen's agreements. The restriction on lead pencils was ter-minated because of the practical disappearance of imports from Japan, but theagreement on cotton rugs was continued until 1939.
Agreements were negotiated with respect to cotton cloth, cotton hosiery, cottonvelveteens and corduroys, cotton fishing netting, and slide fasteners (zippers).

Prior to the agreements, imports of all these products had been increasing rapidlyand had reached considerable proportions. In two cases (cotton cloth and slidefasteners), imports continued their rapid climb notwithstanding increases ofnearly 50 percent in tariff duties. The quotas agreed to were generally lessthan the imports immediately preceding the agreements but much larger than
the average imports over the previous 5 years. Cotton cloth is a notable exception
to this rule in that the quota was larger than any previous import; this quotawas not filled during the life of the agreement. Due principally to transshipments
from China and Canada, the quota on cotton velveteens was exceeded by nearly
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100 percent during its first year of operation, but the following year shipments
fell off more than three-fourths. The quotas for the other products referred to
above were not filled during their effective periods.

Watches
As a result of representations from domestic watch producers that they were

being adversely affected by imports, the United States Government entered Into
consultation with the Swiss Government with a view to limiting shipments of
Swiss watches to the United States. In April 1946, an exchange of memoranda
took place between the two Governments under which the Swiss agreed to limit
shipments during the calendar year 1946 and the first 3 months of 1947. The
1946 shipments were not to exceed the total shipped in 1945, and the shipments
in the first 3 months of 1947 were to be on a pro rata basis. Because of the com-
plexity of the subject, it is not possible in this memorandum to treat all the
details, but further information is available at the Tariff Commission if the
committee desires.

Mr. OGO. Now, our support of this section 22 is conditioned only
on the proposition that we ought to have a way by which we can safe-
guard our economy in agriculture against conditions that would wreck
our domestic market, and defeat the purpose of these agricultural
programs which Congress has enunciated. So, I would not want you
to get the impression that we are in favor of using import quotas.
Generally, we are in favor of getting rid of them as much as possi-
ble. But there are some circumstances where we think they should be
invoked.

Senator BREwsTE. And you would not deny to industry the pro-
tection which you do desire for agriculture.

Mr. OGG. Well, I do not think that I could speak for industry.
Senator BREWSTER. I mean as a citizen you would not ask special

preference for a.1 culture.
Mr. Ooo. Well, I think that is a policy question, Senator, and I

would rather not answer that, except to say that I think I could
make a pretty good case for special consideration of agriculture, within
a limited field, because of the special difficulties that farmers have in
producing and marketing their crops, and the greater difficulty they •
have to regulate their price and their production. The large corpora- - 0:
tion can adjust its production very quickly to meet market require-
inents. The farmer, as you pointed out, produces on an annual basis.
There are 6,000,000 units. TIhere are a lot of things about agricultural
production that I think do deserve some-I don't like to use the word WX
6'special"-some separate consideration. Also, the fact is that food
i one of the essentials of life. We want to maintain a high level of
production if we can. And, in doing that, the farmers have made
a contribution to society' and, therefore, I think that, in following a
policy of abundant production, they should have some safeguards
that an industry which does not follow that policy would not need.

Senator BREWSTER. I did not mean in any way to challenge the
peculiar position of agriculture in our economy, which is, of course,
very generously recognized in the support program, and in other ways.

Mr. OGG. That is true.
Senator BEzwsTEm And it would only be in cases where the cir-

cumstances were parallel that the point would apply. My point was
that, if you were going to have the protective privileges, and if the
most effective means of securing the protection requires quotas, then
I do not think we should confine it exclusively to agricultural products.
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Mr. Oo. Well, as I understand it, in the Geneva agreement, and
also in the ITO charter, there are some exceptions made, wherein they
may invoke quotas both for industrial commodities and for agricul-
tural commodities. But agriculture does have some special provisions.

Senator BREWSTER. I would certainly be the last to challenge the
interest of agriculture, as we have about 20 percent of the potatoes
produced up in our country. And it was only through very drastic
action by the President, which I want to cordially commend, that our
whole potato economy was saved from further collapse, which is cost-
ing the Government around $200,000,000 this year, and would have
cost it much more if the insane policy of permitting the continuance
of Canadian imports had continued. And that situation became
so critical that the President, disregtrding escape clauses and every-
thing else, forced action on a quota; for which we were very grateful.

But when the idea was advanced that it required Executive action of
that character, entirely outside section 22, and also the escape clause,
in order to save us from a very serious disaster, it occurs to me that
we should not remove any of our present protections.

Mr. OGG. Well, now, that is what I had reference to, Senator, earlier,
when I said that there are other safeguards which can be used under
the old procedure and can be used under the new; such as a quota in
relation to the concession that is made. In other words, let us suppose
we are going to make a concession on a given commodity. We would
limit that concession to a given quantity of imports, above which the
old rate would apply. That has been done on a good many com-
modities.

Senator BREWSTEM Well, that was done in the case of potatoes right
now.

Mr. OGG. Yes.
Senator BREWSTER. And under the reciprocal trade agreement. But

that was found utterly inadequate to protect us from the inundation
which was occurring.

Mr. OG. Well, at some times, those thins have to be revised.
Senator BREWSTER. And the experience, I think, in that and other

cases has shown that, rather than removing any of our present pro-
visions, we probably ought to strengthen them. In that instance it
was done entirely by diplomatic means; which are an unfortunate and
rather tragic resort, because you have to go to a very high level to get it:

Mr. OGG. I think there is a difference as to your ability to get those
changed, when you can show cause of injury rather than a mere threat
of industry. I think you have that problem, of course.

Senator BREWSTER. And that would be true in agriculture particu-
larly. By the time the imports arrived, the domestic fellow might
be ruined.

Mr. OG. Yes, if they delayed too long. But certainly, I think, it is
obvious that procedures should be established whereby we can get
relief promptly under the escape clause. I certainly think it would be
a great mistake to follow any kind of procedure that would result in
wmdue delay.

But, as I understand it, the President can act quickly. I mean, there
is nothing in the law, as I understand it, that would even prevent him
from suspending temporarily a duty, without even waiting for the
Commission's report, as far as that is concerned.
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Senator BREWSTER. But that is something other than a scientific
approach.

Mr. OGG. But again, I think in a case such as you speak of, if in
fact a domestic industry is in danger of being wiped out, he certainly
would be justified in acting quickly; and he should.

Senator BREWSTER. You stressed these exceptions to the quotas and
others in the Geneva agreement, and the ITO also, that there were
exceptions contemplated to cover cases where quotas and other restric-
tions might be applied. Quotas were banished except, as I think your
exact words are, "in specified cases."

Mr. OGG. Yes. That is my understanding.
Senator BREWSTER. Is it not true that practically all of those cases

are ones to which the United States economy would find it very
difficult to repair?

Mr. OcG. No; I don't understand it that way, Senator.
Senator BREWSTER. Well, take the exchange restriction. We are not

having any shortage of exchange; are we?
Mr. OGG. No.
Senator BREWSTER. We cannot oppose it on that ground.
Mr. OcG. No; but, of course, we get pinched the other way. The rest

of the world is all short of dollars now, and we are being pinched right
now.

Senator BREWSTER. All of the rest of the world can very readily
resort to these quotas, because they come easily within the terms of the
Geneva and Habana agreements. We are in quite a different and
quite an exposed position.

Mr. OGG. That is why it seems to me that we have gained a great I
advantage when we get the rest of the world to agree to refrain from
these practices, except under agreed conditions, one of which is the IT1i
balance-of-payment difficulties.

Senator BREWSTER. Except under conditions to which every country -i
in the world can resort except the United States; under conditions
today, and, so far as we can see, -in the future.

Mr. OGO. We also have this exception, in the case of agricultural 0 1
commodities, and, of course, there is a general exception on economic
development.

Senator BREWSTER. Well, now, on your agricultural commodities:
That was the support program that you refer to.

Mr. OGG. Yes, in the Geneva agreement, there is an exception in the
case of agricultural commodities.

Senator BREWSTER. Where you have a domestic support program.
Mr. OGG. Yes. It is actually in a case of production controls or

subsidy programs.
Senator Bngwsm. Yes.
Now, we have 150 agricultural commodities which are not under

such programs. So those would all be exposed. The five or six major
crops-and potatoes are one of them-would come within this category.
But all the lesser crops might well be exposed to this competition.

Mr. OGO. I believe the language is: In order to safeguard domestic
programs (1) which curtail or limit or restrict either production or
marketing, or (2) where we are subsidizing consumption in order to
help remove a domestic surplus. So if a surplus becomes so serious
that either the Government secures a marketing agreement or an acre-
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age adjustment program or a subsidization of consumption, our Gov-
ernment could invoke this escape, as I understand it.
Senator BREWSTER. You make the statement, on your page 3 that

we must--
develop the foreign trade on a sound basis, wherein the goods that we can produce
advantageously are exchanged for the things which this Nation needs which
can be produced advantageously by other nations.

Now, what do you mean by "advantageously"I
Mr. OGG. Well, where they are equipped to produce efficiently, or

have some product that they are skilled especially in producing, that
we need and could usefully consume or utilize. That was the general
idea.

Senator BREWSTER. Well, I wonder when you say "advantageously,"
if you mean rather "economically."

Mr. OGG. That would be another aspect of it, yes, sir.
Senator BREwsTE. In other words, if some other country could

produce more cheaply than we, we should then allow them to do it?
Mr. OGG. Yes; if we can use it here without wrecking our market,

it would be of great advantage to us to do that.
Senator BREwsTm. Well, if you use the word in the same sense,

then if they can produce something more cheaply than we could pro-
duce it, they should be allowed lo bring it in.

Mr. OGG. If you notice, I said in my statement, "which this Nation
needs."

Senator BR~wsTm That means quota, anything which we are short
of.

Mr. OGo. In other words, we have this great movement of goods
going out of this country now, helping to maintain our employment,
and we are filling the gap now with appropriations, in the ECA pro-
gram, which we are for. But what is going to happen when that ends?
If they do not attain the earning capacity abroad to earn dollars by
selling us goods or services, one or the other, are we not going to suffer
a very heavy loss in our exports when we, stop making loans and
grants?

Senator BREWSTER. Well, you recognize the very abnormal condi-
tions today, when we are advancing from 5,000,000,000 to 10,000,-
000,000 a year to foreign governments in order for them to purchase
our goods.

Mr. OGG. It is abnormal.
Senator BRwSrES . You do not expect any such disparity is going

to continue.
Mr. OGG. Not at those peak levels; no, sir.
Senator BP~wST. We have got up now to 7,000,000,000 of imports,

which is considerably above anything we had ever known before. And
I guess our peak has been about 10 percent of our production that has
been involved in our foreign trade. 1 _h.

Mr. Ooo. Well, yes. But I call your attention to Chart 1, which
shows that the volume of imports since about 1938, and particularly
since 1941, has been relatively far below the volume of industrial
production.

Senator BREWSTER. I do not suppose you would take the period from
1940 to 1945 as in any measure having any application whatsoever to
anything, would you?
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Mr. Ou. No, but it has been true since 1945. When you take any
long period, normally your imports go up and down with industrial
production.

Senator BREWSTER. I throught the whole theory was that we were
spending $20,000,000,000 in Europe because they were not able to pro-
duce.. So I don't think you can take the recent records of this thing.
In fact, those for the last 20 years are very questionable.

Mr. Oo. The only purpose in calling attention to that is that the
total volume of our imports now is relatively smaller, in relation to
the total volume of industrial production, than normally.

Senator MILLIKIN. If I might interject there: I think the witness
has testified that he would not permit any importations which would
seriously injure domestic industry. I am correct in that; am I not?

Mr. O. Well, I think I made a statement along that line: That
we would not want to wreck our own markets. Now, on the other
hand, we recognize that if we want to have a profitable market here
in America for the goods of the farm and the goods of industry, we
must be willing to import more goods to maintain the purchasing
power abroad, or at least to make it possible not only for us to have
a market, but a good market, here.

In other words, unless we buy, we can't sell; and if we don't sell,
we are going to take a terrific licking in agriculture.

Senator MILLIKIN. I suggest the whole question is: Are you will-
ing, under those circumstances, to injure domestic industry in the
process?

Mr. OG. Oh, no; we are not in favor of wrecking our industries at
all. 0I

The CHAIRMAN. We have a couple of witnesses we would like to Ea
hear before we adjourn. Senator Brewster, do you have much more? I.1

Senator BREWSTER. I am sorry I am taking so much time. but I Z
think as to this farm organization representing such a considerable 1:
segment of our industry, their position is very important. I repre-
sent both agricultural and industrial production on a fairly major
scale; and I think we have to go along together.

I am sure that you do not intend, as representing agricultural in-
terests, to indicate, as Senator Millikin pointed out, any intention to
sacrifice industry to agriculture. We all have to protect America
today.

Mr. OGo. No, sir; in fact, we have appeared, Senator, in several
hearings to oppose some proposed concessions. 400

The CHAIRMAN. Any further questions?
Thank you, Mr. Ogg.
Mr. Ow. Thank you, sir.
The CHAIRMAN. Mr. Russell Smith, representing the National

Farmers Union, was scheduled to be heard today. However, the
chairman has been advised that Mr. Smith is unable to be here.

The next witness is Mrs. Oscar Ruebhausen, representing the League
of Women Voters.

Mrs. Ruebhausen, will you come around, please? Do you have a
statement to make, here, for this record?



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

STATEMENT OF MRS. OSCAR RUEBHAUSEN, LEAGUE OF WOMEN
VOTERS OF THE UNITED STATES, WASHINGTON, D. C.

Mrs. RUEBH1AUSEN. Yes.
The CHAIRMAN. You may proceed as you wish.
Mrs. RU-EHAUSEN. The League of Women Voters of the United

States, representing 630 leagues in 34 States, urges this committee to
report favorably H. R. 1211. The league hopes to see the Trade Agree-
ments Act renewed for at least a 3-year period, in the form which
was in effect prior to June 12, 1948.

The League of Women Voters has been concerned with tariffs and
trade since 1924, when these subjects first appeared on our program
for study and consideration. Since 1936, the league has supported
the reciprocal trade agrements program as a sound trade policy for
the United States. League support for these principles has continued
since that time, and was reaffirmed most recently at our biennial na-
tional convention in Grand Rapids in April 1948.

The league has for many years put particular emphasis on building
sound economic foundations for peace. The lowering of trade bar-
riers and the increase in commerce between nations is in our opinion
one of the keystones of a healthy world economy. Because of the
leading position of the United- States, the willingness of our Gov-
ernment to reduce its trade barriers is of vital importance to the
future of world trade.

The United States must prepare to accept more imports if we are
to continue to export on a large scale. Our domestic economy is
geared increasingly to world markets. The nations of Europe that
we are helping through the European recovery program will not be
able to pay their own way unless they can earn dollars to buy the
goods they need from us. They can earn these dollars only if the
United States imports.

The Trade Agreements Act, in the judgment of the League of
Women Voters, has proved itself over a 14-year period to be an effec-
tive instrument of United States policy. Its renewal is necessary if
the United States is to play its vital part in increasing world trade.

The League of Women Voters believes that the act should be re-
newed for a 3-year period. Since negotiations must be prepared for
and carried out over many months, authorization for more than 1
year is clearly needed. The league also objected to the form in which
the act was renewed last spring. By separating the Tariff Commis-
sion from the Interdepartmental Trade Agreements Committee and
assigning it a new role with added responsibilities, the act gives, in
our judgment, increased weight to protectionist interests. The league
believes that our national welfare will be better served by returning
the Tariff Commission to its previous position so that the interest of
particular segments of American industry and agriculture will be
weighed together with the over-all interests of the American public
in deciding on tariff reductions to be offered.

We respectfully request your favorable action on H. R. 1211.
And I wish to say that the Women's Action Committee for Lasting

Peace has indicated that they endorse the statement and would like to
have their name added to this statement in favor of H. R. 1211.

The CHAIRMAN. Thank you very much.
Do you have any questions, Senator?
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Senator MILLIKIN. I would like to ask one or two questions.
I notice you are asking for a 3-year extension. The principal part

of world trade has already been covered by the Geneva agreements, and
the others preceding it. Negotiations have been invited for 11 addi-
tional countries. A representative of the State Department testi-
fied yesterday that those will commence, I think. April 1, and he ex-
pects them to be concluded within 3 or 4 months. What particular rea-
son do you see for a 3-year extension?

Mrs. RUEBHAUSEN. I think a 3-year extension gives more perman-
ency to the program. I think it is less upsetting to other people. I
think it is a terrible nuisance to have to come back every year and go
through this process of hearings, when you haven't really had time
enough to determine what your preceding program meant.

It would be just as difficult as if you had to stand every year for
election for the Senate. I don't think that is a long enough time to
determine whether your program has been effective or not.
Senator MILLIKIN. First, let me say that I would not like to stand

for the Senate every year. There we are in complete agreement.
You understand that this is a congressional responsibility, primar-

ilv. and that whatever power the President has is delegated to him by
the Congress.

Mrs. RUEBHAUSEN. Yes; and since last June I don't think you
have really had time enough to determine how effective the whole
program that you adopted last year has been. Therefore, a year is
not really time enough; because you have to start considering the
renewal a good 3 or 4 months prior to the time the year expires. IN

Senator BREWSTER. If it has not been time enough to determine it, , :>
why are you so clear that the program is wrong? .6a

Mrs. RUEB1HAUSEN. I am clear on the principle of it. IT. I
Senator BREWSTER. But you said that the year had not been sufficient

to determine whether or not it functioned effectively.
Mrs. RUEBIAUSEN. The year has not been sufficient, in my opinion.
Senator BREWSTER. Then why are you so anxious to discard it?
Mrs. RUEBIIAUSE'. We are, as we say. against the policy-making 0

power that is now in the hands of the Tariff Commission. I do not
think that the year has been long enough to determine whether they )
will make good peril points or bad peril points: they haven't even
been determined yet. But I think the principle is all wrong, because
it gives undue emphasis to one aspect of the problem. There are
many facets to the problem of trade agreements: not just this one.

Senator MILLIKIN. I would be prepared at this time to suggest a
1-year extension. Maybe I shall offer such an amendment. But in
view of the importance of this. as you have claimed in your statement,
and since it is primarily a congressional responsibility, it certainly
would do no harmn to have an annual review of what has been going on.

Now. I would like to make another point. You have heard the
testimony this morning. It has already been developed that after
this 1948 act came into effect, there was a rush of all these countries
at Geneva to sign. up. We have 22 out of 23 signed up. There was
no hesitancy in going ahead with the other 11 countries to be taken in,
which have a very inconsequential part of the world's trade, taken
all together. But nevertheless the 1948 act has not stopped the opera-
tion of the reciprocal-trade program in any respect. And they will
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have an opportunity to complete their 11-country agreement before
this act expires, even under the present 1-year term.

Mrs. RUEaHAUSEN. Yes. Well, the trade-agreements program has
gone on. But I think it gives more permanency to negotiation with
other nations if they know that it is going on for 3 years rather than
1. If you make amendments every year and change your procedures
every year, it is very upsetting.

Senator MILLIKIN. Well, the end point is that we were told last
year that this is a very upsetting thing to do, that we were breaking the
heart of the world, that everything was going to collapse, that foreign
nations would lose confidence in us, that they would regard this as an
abandonment of our foreign policy .

Now, the fact of the mater is that none of those things have hap-
pened, not a single one,

Mrs. RUEBHAUSEN. I still think that it is very difficult, though to
have a program voted on every year, a program of this nature. be-
cause you don't have time, during the space of a year really to evaluate
the effect of the changes that you made the last year.

Senator MILKIN. Well, a yearly review on an important subject of
business is not a bad policy.

The CHAIRMAN. Are there further questions?
Senator BRiwsTFx. Have you attended the hearings so far?
Mrs. RUMEHAUSE.N. Just this morning.
Senator BRiwSTER. Well, every witness who appeared here so far has

proclaimed his devotion to the principle of protection. Do you share
that? That seems to be one of the ten commandments.

Mrs. RUEBiHAUsFN. Yes, I think witnesses in espousing the cause of
protection are often limited. I would like to make my espousal a
very broad one. I think you should consider protection of all indus-
tries which are producing. And by that I don't mean just agriculture,
or just shoe manufacturers, or just a particular interest, I mean ex-
porters as well as importers.

Senator BREWSTER. And that might involve a determination of
what was more important, an export industry or an import industry.

Mrs. RUMTBHAUSEN. It might well involve that.
Senator BREWSTER. Where is your home?
Mrs. RUEBHAUSEN. New York City.
Senator BREWSTER. Well, there might be an industry in New York

City which might have to give up some protection in order to help
an industry, let us say, in California. That would be your procedure.

Mrs. RUEBHAUSEN. My criterion would be that you think of the
national welfare ahead of any specific industry's welfare, or any
specific named manufacturer's welfare. I think the good of the coun-
try comes first.

Senator BREWSTER. And how would you determine that good, tak-
ing a specific case? We have had here the glove case, for instance.
There are some gloves from Japan involved. If it appeared to you
that perhaps some thousand employees of the glove industry were
going to be thrown out of work, what would you trade for that?

Mrs. RUEBHAUSEN. I would want to go into that very carefully,
and I would want to see what we were exporting to Japan, whether
we thought if we took these imports that it was actually in competi-
tion with our own glove manufacturers. The case you cited sounded
to me as though they were so cheap they would not be in competition.
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Senator BREWSTR. You would not want to wear them, probably.
Mrs. RUEBHAUSEN. Maybe I wouldn't.
Senator BmWSTER. But they still evidently would have a market

for someone who was less fortunate.
Mrs. RIJEBHAUSEN. They might have a market for people who had

never been able to have gloves before. So they might not be in direct
competition with people who were buying gloves already. Maybe it
would be people who had never worn gloves. You would want to de-
termine exactly what that was.

Senator BREWSTER. And I think you are the first one who has very
definitely stated that you might have a lack of protection which
would adversely affect a given American industry. There might be
cases in which you would permit that?

Mrs. RUEBHAUSEN. Yes. By protection, I mean protection of all
industries. I don't mean a specific industry.

Senator BREWSTER. Well, you take a more comprehensive and cos-
mopolitan view. I suppose that is what you meant by objecting to
this present act because it gave increased weight to protectionists'
interests. That sounds a little sinister.

Mrs. RUEBHAUSEN. No; I think that while the reason that this pro-
gram comes before this committee is because it is a revenue producer,

don't think that you should look at it solely in terms of revenue
producing; nor do I think you should look at it solely in terms of your
domestic producers who are in competition with things which might
be imported.

I think you have to look at it from the over-all point of view, which
is our national defense, our exporting, our importing, even the con-
sumer. I think all of those things have to be brought into play.
Therefore, I think it gives a very peculiar emphasis just to single out
one thing and say, "This is all we are interested in." Because to me
the program has much broader aspects.

Senator BREWSTER. You understand that is precisely what the act
does not say. We should say that there should be a scientific deter-
mnination; and the League of Women Voters, historically, as I know
full well, were the earliest exponents of the scientific approach, as
against the log-rolling approach.

Mrs. RUEBHAUSEN. That is correct.
Senator BREWSTER. So let us stick to the scientific principle.
Now, we ask that there be a scientific determination of the peril

point. That, however, by no means concludes the matter, as I am ,
sure you are aware. You understand the President has full power
to disregard that absolutely. The only thing he has to give is his
reasons on which he bases it. Would you consider that an undemo-
cratic procedure?

Mrs. RUEBHAUSEN. I still think it gives an emphasis to one aspect,
where what you want is the broad emphasis. Particularly in the
minds of the public who read that peril points have been established,
I think you don't educate them to understand that there are these
other aspects, which are important and should also be considered.

Senator BREWSTER. I think the act very carefully recognizes that
national and other considerations may well enter in, and interna-
tional considerations. All of those are within the purview, neces-
sarily, of the President, and his very competent advisers in the State
Department, the Agriculture Department, and so on. But whether
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or not a given American industry may be sacrificed, we feel should
be scientifically determined. And I am a little surprised that the
League of Women Voters, who have taken so nonpolitical and non.-
partisan an approach-I think Mrs. Brewster has been a member a
long time-should abandon that approach.

Mrs. Rt'EBHAUSEN-. Oh, I think you misunderstand me, Senator
Brewster. I would not say that we had abandoned the approach that
there should be a very careful and thorough appraisal of all of the
tariff concessions which are going to be negotiated.

Senator BREwsTER. Have you followed the procedures here in these
cases? During the early stages of that. we were utterly unable to
find out who determined them, or by what means they determined
them. It was only after a tremendous controversy that we could
even get the names of those who were on these commissions, and who
were proceeding. In other words, it has been conducted behind a
mask of a great deal of secrecy, which has been a matter of increasing
concern to all those interested in American industry and agriculture.

Senator MIMIKTN. May I interrupt? Yesterday they refused to
give us the minutes of the Interdepartmental Committee.Mrs. RUEBHA-SEN. On the whole, on a matter of balance, I think you
have to judge what the program has done. And I do not feel that it
has hurt American industry.

Senator BREWSTER. Now, that is very interesting. Do you feel that
the last 16 years have been a typical period in our economy?

Mrs. RUEBHAUSEN. I think we have had everything; we have had
inflation, deflation, war.

Senator BREWSTER. Do you think the question of whether or not
tariff reductions would adversely affect our economy has had any
fair trial during the last 16 yearsO

Mrs. RUEBIIALSEN. Well, as I say, I think we have had all kinds
of different conditions.

Senator BREWSTER. We have had them for the first 8 years, any-
way. I am sure you are old enough to remember that. We had a
depression here, from 1932, perhaps a little earlier, to 1940; and then
we had a world war. Now, do you think that during those periods,
we had any fair test of the principle of protection in our industry?

Mrs. RiERHE1AUSEN. Well, particularly during the depression, as you
well know, we raised tariff barriers and tried to protect our own indus-
tries. In 1930, the Smoot-Hawley tariff came in. According to my
view the depression started in 1929.
Senator BREWSTER. Yes: I think that is right. And the Smoot-

Hawley tariff (lid not come in until 1930. So I am sure you would
not attribute it to that.

Mrs. RTEBHAU SEN. No; I wouldn't attribute it to the Smoot-Haw-
ley tariff.

Senator BREWSTER. For 7 years following it, from '33 to '40, the
power to reduce all tariffs by 50 percent was in the hands of the
administ ration, and still we had 8,000,000 unemployed in 1940. So
apparently it had not cured the depression. Is that right?

Mrs. RUEBAUSEN. Well, I don't think that anybody would ever say
that trade agreements in themselves can either make or cure a de-

pression. Because there are so man. other factors involved. They
are a facet, and they play a role in it. But no one thing has a de-
termining role.
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Senator BREWSTER. Well, I think you will find, if you examine it,
that most students are agreed that from 1930--I will join you at 1930
or whatever period you want-down to very recent months, there has
been no fair test of the effect of the impact of these reductions. You
have gone from around 59 percent down to around 13 percent. And
now we are beginning to find out the consequences. We are just
emerging. And I hope that your group, for which I have very high
respect, will follow this situation very closely and make sure that your
conclusions correspond with the realities of unemployment, that are
a very ugly cloud now on our horizon.

Mrs. RTEBHAUSEN. That is what we try to do in our groups, to
understand that the causes of unemployment are not just one thing,
but that there are many, many factors pressing on the situation. And
we try to take that over-all point of view.

Senator BREWSTFR. I very much appreciate your testimony.
The CHAIRMAN. Mrs. Ruebhausen, we appreciate your appearance.

Thank you very much.
Mrs. ZEUBHAUSEN. Thank you, Senator.
The CHATRMAN. Mr. Millin?

STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMERICAN
NATIONAL LIVESTOCK ASSOCIATION, DENVER, COLO.

Mr. MoLLIN. Yes, Mr. Chairman.
The CHAIRMAN. You are representing the American National Live-

s-tock Association?
Mr. Mou.IN. Yes, sir. 0I
The following resolution was adopted on January 13, 1949 by the

American National Live Stock Association at its fifty-second annual tII
convention held at North Platte, Nebr. ;1

Whereas the increasing imports of niany agricultural products, including live-
stock and meat products, emphasize the importance of providing the United
States Tariff Commission with authority to take quick action whenever needed
adequately to protect American agriculture; and

Whereas the Reciprocal Trade Act will expire on June 30, 1949: Therefore,
be it

Resolrcd, That we urge the Congress, if it extends the act, to clothe the United
States Tariff Commission with the power needed to proect agriculture from a
flood of imports that would prevent stability in operations of domestic
producers.

Our assocation has always believed in a tariff policy that would
)rotect the producers of this country when domestic supplies are
ieavy and prices depressed and conversely would protect the consum-
ers when domestic supplies are light and prices relatively high. We
believe that this is a sound policy for our national economy and that as
world conditions become more normal, with the production of agri-
cultural products and manufactured goods on the increase, it will be
impossible to maintain the high wage levels and the high standards
of living which obtain in this country today unless we adhere to such
a policy. We have watched closely the development of the reciprocal
trade program which started soon after the passage of the original act
in 1934. We have felt that it has not been administered in a fashion
which would help protect the economy of this country in the manner
referred to above. It is apparent that many tariff reductions have

8669T--49--pt. 1-18
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been made that were not necessary to comply with the language of tle
original law. In other words, they were no barriers to trade. Such
reductions have been made in many instances with countries which
were not the principal producers of given commodities although
originally it was stated that this method would be followed. The
practice of rather indiscriminate cutting of tariffs, together with the
most-favored-nation clause, has had the result of sharply reducing
tariffs all along the line, whether or not such reductions were necessary
or desirable from the standpoint of future protection of American
agriculture and industry.

The method of holding hearings in our opinion does not afford a fair
and reasonable opportunity to representatives of industry and aaricul-ture to have the merits of their positions in trade matters fully con-
sidered by the officials who actually write the trade agreements. 11'e
refer to the hearings before the committee for reciprocity information.
It does not appear to us that the members of this committee have been
charged with the responsibility of protecting the interests of the var-
ious American groups on matters under consideration; for example, it
would be assumed that the representative of the Department of Agri-
culture would be particularly concerned witgh the effect of tariff re-
ductions on agricultural products. It has been our observation that
with but one or two exceptions this has not been the case. Generally,
the representative of the Department of Agriculture has appeared to
be entirely in sympathy with the general program of tariff reductions
and the trend toward a free-trade basis.

It is our belief that we are just approaching the first real test of the
Reciprocal Trade Act. The agreements originally made had only be, en
in effect a short time before nations of the world began to stock pile in
anticipation of war. Then came the war period itself and a period of
several years after the war, when there was a world-wkde shortage of
goods and services and when the tariff as such had little if any effect
upon export trade of the world. That situation no longer obtains.
World shortages are turning into world surpluses. It is no longer a
seller's market but a buyer's market. Under these conditions it seems
more important than ever that there should be some check upon the
executive authority to make trade agreements; that this check should
be an agency of the Government empowered to keep in constant touch
with the international trade situation and to be able to function quickly
to grant relief to industries which are threatened with serious economic
loss because of a continued flow of competitive imports.

The limited check placed upon the Executive authority in the Ex-
tension Act of 1948 was a step in the right direction. We believe that
as a minimum, in the present extension now under consideration, this
provision should be continued and if possible, made stronger. Surely,
the United States cannot be criticized for endeavoring to protect its
own economy nor will the world benefit if it fails to do so. The sud-
den change in the export and import situation to which I have referred
may be well illustrated in our own industry. The imports of canned
beef, including corned beef for the calendar year 1948 exceeded 129,-
000,000 pounds, far the heaviest importation of such product in our
history. These imports were particularly heavy during the period
from August to November, inclusive. In that 5 months' period well
over 50 percent of the total for the year came in. This would be the
equivalent of about 650,000 cattle.
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The Canadian ban against exports to the United States was raised
on August 16, 1948. From that time until December 31, the Canadians
reported exports of 84,735,009 pounds of dressed beef and veal. Our
Department of Agriculture converts this back to a cattle basis as rep-
resenting about 180,000 head. The Canadian exports of beef cattle
to this country for the same period were 214,380 head. The exports
of calves for the same period were 23,869 head. These figures do not
include cattle of the dairy type or purebreds intended for breeding
purposes. All together, dressed beef and veal-as converted-cattle
and calves, the total export by Canada for the period shown amounts
to approximately 445,000 head. The quota provisions of the Cana-
dian trade agreement are in suspension because the President has not
yet declared the war emergency to be at an end. Had these provisions
been in effect they would have insured better distribution of the im-
ports which would have been for the benefit of both the Canadian cat-
tle producers and the American cattle producers. It seems entirely
unreasonable that no matter what main reason for the continuation
of the extraordinary powers granted the President, these quotas
should longer remain in suspension.

There are many signs that we are approaching a critical period in
the economy of this country. Production of agricultural products and
many manufactured products are increasing throughout the world.
We believe a grave responsibility rests upon the Congress of the United
States today to take such action as willadequately protect American
industry, labor, and agriculture, and we urge that this be your first "131
consideration in framing the Extension Act. Any further gains in in-
ternational trade shouldnot be at the expense of American producers, 'C1
especially those whose production is adequate to the domestic needs of "01
this country. No useful purpose is served by encouraging imports that ITlj
will injure one domestic industry in order to benefit some other do- Z1
mestic industry engaged in export trade. -j

For the reasons above stated we strongly urge that the restrictive-<,
provision on the Executive authority contained in the present act be
continued and made stronger to give assurance that the interests of 0 i
American agriculture and industry will be fully protected. It has been 1t
stated that this provision will hamper the President in negotiating
trade agreements in the future. That cannot be possible except in cases
where the negotiations of such trade agreements would be harmful to
American producers. We insist that from now on the interests of
American producers should be paramount and that the foreign trade
of this country cannot rest upon a solid foundation unless that prin-
ciple is the first consideration of the framers of our tariff policy.

Now, Mr. Chairman, I would like to make a few observations. It
will not take very long.

The CHAIRMAN. It will not?
Well, I was going to suggest that maybe we had better either come

back this afternoon and hear you, or bring you on in the morning.
But if your observations will not be very long, that will be all right.

Mr. MOLLIN. I don't think it will take over 10 or 15 minutes.
Senator ]DREWSTER. You are not planning to go on, then, this after-

noon, Mr. Chairman?
The CHAIRMAN. No.
Mr. MOLLIN. I would rather finish, then, now. I am going home

tomorrow.
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The statement that I have put in the record, Mr. Chairman, shows
the historic position of our association with regard to the tariff and the
reciprocal-trade program in general.

A few observations I want to make deal somewhat with the testi-
mony that has been brought out this morning, which leaves some ques-
tions in my mind.

One thing has been stressed, is that we must increase the imports
into this country. It strikes me that inasmuch as during the last few
years we have had the greatest national income of all time, with tre-
mendous consumption of not only agricultural products, and food of
all kinds, but of other products, it is a mystery to me how we are going
to go about it to make this tremendous increase in imports that we
hear about. It sounds all right, but when you get right down to the
reality of it, it doesn't seem to me that it is very practicable.

In my statement I call attention to the substantial increase in impor-
tations of cattle, canned beef, dressed beef, and veal, in the year 1948,
and particularly in the last 6 months of that period. Reduced to a
live-animal basis, they would have exceeded 1,000,000 head of cattle.

Senator MILIKIN. Within the last 6 months. you say?
Mr. MOLLIN. In the full year, but about 900,000 head of cattle (and

products connected to cattle basis) within the last 6 months, because
the Canadian imports did not start to come until the 16th day of
August.

I want to call attention to the fact that coincident with that big
increase of importation in the last 6 months, we have had the most
drastic decline in the price of cattle that has ever occurred in this
country. Just to give you a couple of examples: Choice steers in
Chicago for the week of August 23 averaged $39.90 per hundred. For
the week of February 12, 1949, they averaged $24.75 per hundred. That
is a decline of $15.50 per hundred.

Good steers had almost the same decline. For the week of August
23, 1948, the price was $35.55, Chicago. For the week of February
12, 1949. the price was $21.65. The decline in cows was not as great
as in steers.

Now, I don't mean to say that this decline in price is entirely due
to importations from Canada and Argentina, but I am sure you would
agree that you could not import into this country in a period of less
than 6 months right during the period of our heaviest marketing in
this country, the equivalent of 900,000 head of cattle, without sub-
stantially affecting the market in this country. The feeders in the
Corn Belt today, and in the irrigated sections of our State, Senator
Millikin, are losing from $50 to $100 per head, and in some cases
more than that. It is the most severe decline that the feeders of this
country have ever been forced to take.

When Mr. Ogg was on the stand, you were discussing quotas. And
as I understood him, there are certain quotas in effect. I would appre-
ciate it if the committee would inquire of the Tariff Commission. then,
as to why the quotas on cattle in the Canadian trade agreement are in
suspension.

There are quotas in the Canadian trade agreement. I have had cor-
respondence with the Foreign Division of Agriculture, and they have
told me that those quotas are in suspension and will remain in suspen-
sion until the President declares the war emergency to be at an end.
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If that applies to the cattle quotas, why doesn't it apply to these
other quotas? It would be very helpful during the coming year if
these quotas that are contained in the Canadian trade agreement were
operative, because it would encourage the Canadian shippers to spread
their shipments out and not concentrate them in such a brief period as
was done last fall.

Senator MILLIKIN. Who has control over the regulation of the quota,
its imposition, its withdrawal, its suspension?

Mr. MOLLIN. Well, it is part of the trade-agreement program, Sena-
tor. The quotas are contained in the trade agreement. And our ad-
vice is, from the Foreign Division of Agriculture-I think Mr. Rossi-
ter is the man that I corresponded with-that they are in suspension
because the President has not declared the war emergency to be at an
end.
Senator MLLIKIN. Mr. Chairman, may I ask a question of Mr.

Brown?
Mr. Brown, have you heard what the witness said about the quota

provisions in our reciprocal-trade agreement with Canada and his
point that this would be a good time to invoke the quota?

Mr. BROWN (Winthrop G. Brown, Director, Office of International
Trade Policy, State Department). Yes, sir.
Senator MMLIKIN. And his point that it has not been invoked?
Mr. BRowN. Yes, sir.
Senator MmILIKI. Could we have a statement for the record as to

the reason it has not been invoked? MI
Mr. BROWN. Yes, sir.
(The following information was subsequently supplied:) :>
In the Mexican trade agreement, effective January 30. 1943, it is provided "DI

that following the termination of the unlimited national emergency of May
27, 1941, effective 30 days after the President has proclaimed the termination Z
of the abnormal situation in respect of cattle and meats. At Geneva, the rate -j
on medium-weight cattle was not subject to negotiation, since Mexico was not
represented there; existing rates, on calves and heavy cattle were bound
subject to the same proviso regarding quotas as in the Mexican agreement. 0

To date the President has not declared an end of the unlimited national
emergency nor the termination of the abnormal situation In respect of cattle
and meat. However, in the event injury should threaten or occur prior to
the termination of the unlimited national emergency, the escape clauses in
the general agreement and in the trade agreement with Mexico would permit
the United States to take action to make imports subject to the quotas.

A detailed discussion of the concessions on cattle in the general agreement 3
follows.

CONCESSIONS IN THE GENERAL AGREEMENT ON TARIFFS AND TRADE oN BEEF CATTLE

A. IMPORT CONCESSIONS ON CATTLE

(Par. 701 of Tariff Act of 1930)

Under the general agreement, the tariff rate of 1% cents per pound, which
had been applicable to imports of all cattle since 1943, was bound against
increase on cattle weighing under 200 pounds each and on those weighing 700
pounds or more each.

The general agreement provides that, when the President. following termina-
tion of the unlimited national emergency, declares an end of the abnormal
situation in respect of cattle and meat. the 1% cent rate shall apply-

(a) In respect of cattle weighing less than 200 pounds only on imports
up to 200,000 head per year.

(b) In respect of nondairy cattle weighing over 700 pounds each, only
on imports up to 120,000 head per quarter and not over 400,000 head per
year.



270 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Under the agreement imports of these two classes of cattle beyond the state'
amounts will, on such declaration of the President, be dutiable at 2 cents per
pound. The quantity of imports of these two classes of cattle permitted entry
at 1% cents per pound (I. e., 600,000 head per year) would be equivalent to only
2 percent of a domestic slaughter of 30,000,000 head which is an amount below
the actual slaughter of cattle in 1947 or 1948.

The 11/2 cent rate was equivalent, on the basis of actual imports in 1939, to,
16.4 percent ad valorem on imports of cattle weighing under 200 pounds each,
and to 26.5 percent on imports of nondairy cattle weighing 700 pounds or over
each. Because of price increases the ad valorem equivalent of this rate on the
basis of 1946 imports was 12.3 percent and 17.1 percent, respectively.

Total imports of cattle for slaughter were equivalent to less than 3 percent of
the total domestic slaughter of beef and veal in the period 1937-39 and owing to,
abnormal conditions were at somewhat lower levels throughout the war and at
particularly low levels during 1947 and for the first 7 months of 1948. A
sanitary embargo which restricts imports from Mexico, the principal s(IIr.e
of lightweight cattle imported into feed lots, a Canadian wartime restriction
which, until August 1948, limited exports from Canada largely to the Unite d
Kingdom, and a large domestic slaughter of cattle were all factors which kept
down the ratio of imports to slaughter on beef animals. Removal of the Canadian
export restrictions and high prices in the United States have resulted in larger
imports during the last few months, mostly feeder cattle. Total 1948 import.
are estimated at 300,000 head, or about 1 percent of domestic slaughter, a
figure which compares with 450,000 head imported in 1946 and an average 550,00)
head imported in 1937-39 when total slaughter was much smaller. Considering
the reduction in herds which is resulting from the very large slaughter of cattle
and calves during the last few years, and the absence of normal imports of Mexi-
can feeder cattle Canadian imports will help provide needed profitable use for
this year's large feed supplies and help to offset losses to United States herds
from this winter's snows.

Total United States slaughter of cattle and calves increased up to 1947. Dur-
ing 1937-39 an average of 24,500,000 head were slaughtered, while in 1946 slaugli-
ter reached 32,000,000. Because of very favorable seasons and feed supplies,
an all-time high was reached in 1947 when 36,000,000 cattle and calves were
slaughtered. Borause of this record-breaking slaughter, with the resultant
decline in the si,:e of herds, the Department of Agriculture has recommended a
1948 slaughter goal of 32,000,000 head. Slaughter of this amount would not
halt the reduction in cattle herds, but it is believed in the Department of Agricul-
ture that conditions will be such in 1949 or 1950 that a goal for cattle slaughter
can be established that will result in no further reduction of cattle herds, and
that soon after it will be possible to obtain some increase in the cattle herds.

Cash farm income from cattle and calves and beef and veal, as reported by the
United States Department of Agriculture, amounted to $1,239,000,000 in 1937;
to $1,290,000,000 in 1939; to $3,715,000,000 in 1946; and to $5,051,000,000 in 1947.

Average farm income in the period 1931-33 was only $686,000,000. Average prices
received per 100 pounds of beef cattle also advanced from the $7 received in

1937 or the $7.14 in 1939 to the $14.60 in 1946 and the $18.95 in 1947. The annual
average price received In the period 1931-33 was only $4.51.

B. EXPORT CONCESSIONS

Under the general agreement foreign countries reduced their duties on many
meat products of interests to American exporters. It may be particularly men-

tioned that Canada cut its rate on live cattle from 2 cents to 1 cents per pound

and its rate on fresh beef and veal from 6 to 3 cents, thereby eliminating the

preference to Australia and New Zealand.

Senator BREWSTER. Well, is it in suspension?
Mr. BRowN. I believe it is, Senator. I am not familiar with that

particular thing.
Senator BREWSTER. Why I said that is that we have potatoes in there, t

and that is not in suspension.
Mr. MOLLIN. I supposed, when they told us our quotas were in sus-

pension, that it applied to all quotas. I think it would be beneficial
to Canada as well as the United States to reinvoke those, so that there
would be better distribution.
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I just want to call attention to the fact, with which I believe everyone
is concerned, that we are approaching a very critical period in the
economy of this country. We have tremendous production of agricul-
tural products. I think we should not overlook the fact that histori-
cally the domestic consumption of our agricultural production and of
our industrial production has been more than 90 percent in this country.

I have not examined the recent figures, but the recent figures don't
tell very much. They are not normal. But the last time I did look into
it very carefully, the consumption domestically of what we produced,
in this country, was quite a bit above 90 percent; 92 or 93 percent. And
I (lon't think we are going to promote the prosperity of this country by
permitting importations of any kind that are going to have a serious
effect on domestic producers.

Now, in the cattle business we are interested not so much from our
own standpoint. We have taken quite a beating here this fall, and
there isn't very much that can be done about it right at the moment.
But we are interested in maintaining the buying power of the people
who eat the beef we produce. That is our great interest right at the
moment. And if these people, more and more of them, are put out of
work, we know they are not buying beefsteak, even at the reduced prices
at which beefsteaks are available today. And we think that you
are just approaching the test of this trade-agreement program, and
that you have a great responsibility to protect American agriculture
and industry in the working out of the trade negotiations in general.

I think that is all I have to say.
The CHAIRMAN. Any questions? V
Senator Millikin? (:)I
Senator MILLIKIN. You favor the act of 1948 as it stands? ' 1
Mr. MOLiN. Yes, sir. I so indicated in the prepared statement. IT.
The (3HAIRMAN. Any further questions?
Thank you, Mr. Mol in. wj

The Secretary of Defense has submitted a letter stating his position
on this bill and enclosing a memorandum which was prepared by theMunitions Board at the request of the Secretary, which I will put into

the record at this point.
(The letter and report are as follows:)

THE SECRETARY OF DEFENSE,

Hon. WALTER F. GEORGE, Washington, February 18, 1949.

Chairman, Committee on Finance,
United States Senate.

DEAR MR. CHAIRMAN: I would appreciate It if you would bring to the atten-
tion of your committee the position of the National Military Establishment on
the extension of the Trade Agreements Act now before you for consideration.

The National Military Establishment supports the extension of the Trade
Agreements Act and believes that its renewal is in the interest of national
security, both in the immediate and in the long-term sense.

The Munitions Board, at my request, prepared a staff paper setting forth in
some detail the various interests of the National Military Establishment in the
extension of this legislation. I enclose a copy for your information and request
that it be made a part of the record of your hearings.

Sincerely yours,
JAMES FORRESTAL.
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STATEMENT PREPARED BY THE STAFF OF THE MUNITIONS BOARD

NATIONAL SECURITY AND THE TRADE AGREEMENTS ACT

The extension of the Trade Agreements Act in 1945 provided that the War
and Navy Departments should be represented on the Trade Agreements Colii-
mittee. The extension in 1948 substituted representation by the National Mili-
tary Establishment. Experience since 1945 has proved that this representation
has proved valuable by providing a direct expression of opinion on national
security in trade-agreement negotiations. It has also emphasized the impor-
tance of the trade-agreement program to national security.

1. The trrde-agreement program helps the United States meet its problems in
strategic commodities

The National Military Establishment has an obvious and well-recognized
interest in strategic commodities. Some of these commodities are produced in
adequate quantities in the United States but for others we are dependent in
whole or part upon supplies from foreign countries. For those which are pro-
duced in the United States it is sometimes necessary to balance the desire for a
large scale current production to maintain a strong domestic industry with the
conflicting desire for adequate emergency reserves. World War II seriously di-
minished our reserves at the same time that it made clear that the demands of
war upon strategic commodities have greatly increased and that the problems of
overseas transportation may be serious. As a result the Congress provided for
stock piling and later that the expenditures for Economic Cooperation Adminis-
tration be used in part to aid the stock piles.

Negotiations under the Trade Agreements Act can and have been used to reduce
United States tariffs on strategic commodities where it was deesirable to increase
supplies from foreign sources and in a few cases to reduce or eliminate the
export duties or restrictions of other supplying countries. It is desirable that
the authority to take similar action in the future be preserved.

2. The trade-agreement program helps keep our national economy strong
The United States is fortunate enough to possess a large domestic market which

allows many commodities to be produced efficiently on a large scale. These strong
domestic industries frequently produce commodities which other countries like
to buy if they have the dollar exchange to do it, since they can purchase them
from us more economically than they can produce on a small scale for their own
more limited market. Often they can in turn sell us other commodities which
they can produce efficiently because they possess the natural resources or the
type of labor required. Even at present, and to a greater extent when the
emergency programs of assistance come to an end, our ability to export will be
limited by the ability of others to sell to us.

Our national security planning is largely based on our industrial capacity.
Its size and its ability to be mobilized quickly and effectively for the production
of supplies and equipment needed by the armed forces form one of our greatest
bulwarks. Our machine-tool industry, our automobile industry, and our radio in-
dustry are all cases in point. They are also examples of industries which are in
part dependent upon exports and which have benefited from the trade-agreements
program in the past.

The trade-agreements program is so designed as to permit flexibility In opera-
tion. It can be used to encourage exports and imports and can also be used to
limit the amount of goods received from foreign countries. For example, the
program offers an excellent means for protecting those industries considered
vital to the national security by the retention of tariffs. The National Military
Establishment member of the Interdepartmental Committee which administers
the law has frequently made representations of this nature in the interest of
national defense. Natural rubber has long entered the United States free of
duty, but in trade agreements this country has retained the right to restrict
Imports of natural rubber products in order to protect synthetic rubber produc-
tion. Through the efforts of the Military Establishment provisions of this
nature with respect to rubber have been included in the ITO charter as well as
the general agreement on tariffs and trade.
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8. The trade-agreements program is an aid to friendly countries
The United States is today a strong proponent of multilateral world trade on

a nondiscriminatory basis. Many countries which formerly favored such a
policy are luke warm toward it at present because of their postwar difficulties
in trade and exchange. Our trade-agreements program buttresses our policy
position, strengthens the economies of countries friendly to us and offers them
an avenue of escape from the maze of international discriminations into which
the world economy might so easily deteriorate.

The United States by implementing the Marshall plan has proved itself willing
at considerable cost to aid the economies of friendly countries. But this is a
temporary expedient looking toward their getting firmly upon their own feet
again. That result will depend in no small part upon their access to our market
which is aided by the trade-agreements program. A healthy world economy is
of interest to the United States for national security as well as for other reasons.

The CHARMMAN. The committee will recess until tomorrow morning
at 10 o'clock.

(Whereupon, at 1: 30 p. m., the committee recessed, to reconvene
tomorrow morning, Saturday, February 19, 1949, at 10 a. m.)
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SATURDAY, FEBRUARY 19, 1949

UNITED STATES SENATE,

COmMITTEE ON FINANCE,
Washington, D. C.

The committee met at 10 a. in., pursuant to adjournment, in room
312, Senate Office Building, Senator Walter F. George, chairman, pre-
siding.

Present: Senators George (chairman), Connally, Byrd, Lucas,
Hoey, McGrath, Millikin, Butler, and Martin.

The CHAIMAN. The committee will come to order.
Sentaor Saltonstall, I believe you are the first witness this morning.

STATEMENT OF HON. LEVERETT SALTONSTALL, A UNITED STATES
SENATOR FROM THE STATE OF MASSACHUSETTS

Senator SALTONSTALL. Thank you, Mr. Chairman.
I have limited my remarks so that they can be completed within 15

minutes; which it what I understand is the request of the chairman.
The CHAIRMAN. On the direct; yes, sir.
Senator SALTONSTALL. And I have a few very general remarks, and

then a few more particular remarks, regarding Massachusetts, the
whole not to take over 12 minutes.

Mr. Chairman, I appreciate this opportunity to appear before you
on the Trade Agreements Extension Act of 1949. I have twice voted
for reciprocal trade agreements. I am sympathetic to their aims. I
believe if we are to have real peace in the world, we must have world
trade. We want other nations to trade with us, and we must make it
possible for them to pay for the goods we want to export to them. Only
in this way can we ever expect them to become self-supporting.

Now we are spending our taxes for programs like the Economic
Cooperation Administration as a calculated risk to bring peace to the
world and thus to benefit our citizens here at home.

In considering this extension of trade agreements, which we hope
will stimulate world trade, we must always keep in mind our industries
and ourworkers who may be affected by such an extension. We must
be sure that they have a fair opportunity to present their case ade-
quately to their Government. Certainly there is a feeling among both
workers and managers of certain industries that our Government has
not always dealt fairly and candidly with them in connection with
trade agreements. We in Massachusetts are essentially an industrial
State. we are in the far northeastern corner of our country. We are
a long way from some of our markets and from most of our raw mater-
ials. By working well together and by the exercise of our ingenuity,
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we have overcome these distances. We want to continue to be able to
do so.

In 1945 when the extension of the reciprocal trade agreements was
before the Senate, I said:

The provisions of the Reciprocal Trade Act do not in and of themselves militate
for or against any industry, business, or agricultural enterprise. The so-called
escape clause which will be included in future agreements will be a further
safeguard if any mistake in judgment is made. We trust the President and the
Department of State to administer these powers honestly, intelligently, fairly, and
in the best interest of all sections of the country.

It gave me and I believe the people in my section of the country
greater confidence that the various trade agreements would be worked
out more fairly to them when the act was extended in 1948, for that
extension contained the clause that required the Tariff Commission
to make a report to the President before an agreement was made. In
the words of the minority report to the House on this present bill:

This report is the stop, look and listen sign for the President's guidance in ful-
filling his assurance to the America public that, in the conduct of the trade
agreements program, domestic producers would be protected from injury.

I know your committee is giving consideration to various safe-
guards before they recommend favorably on this act. I now submit
five points that I believe are of importance to the people of my sec-
tion of the country:

1. A completely impartial and experienced investigation with
every possible effort made to satisfy all industries and all workers
that they have been adequately represented and adequately lis-
tened to.

2. Every agreement negotiated should have an adequate escape
clause. I realize that this is a part of the Geneva agreement;
but certain countries, notably Switzerland, are not parties to
those agreements. It is essential that an escape clause should be
put into operation before injury is done. We should not wait
until the industry is so far gone it cannot recover if and when
the escape clause is put into operation. We should try to negoti-
ate agreements to include clauses where they are not now
included.

3. Careful consideration should be given to quotas; although
I realize the difficulty of fixing a quota and living up to its terms.

4. Trade agreements should include some form of clause to
protect either side against depreciation of currency by the other.

And I think, in that connection, Mr. Chairman, the men who
will follow me, who are going to go into the watch situation, can
tell you that that has worked one way at one time, as to Switzer-
land and the United States, and another way at another time.

5. Would your committee consider-and I put it in the form
of a question, because I know its difficulties-setting up a so-called
watchdog committee in the same manner that there is a watchdog
committee for the ECA?

I express these thoughts in the interest of regaining the confidence
in their own Government of the people who are affected by these
agreements.

May I turn now to three specific cases that are of vital concern to
us iu Massachusetts.
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First. Watches: There are three companies in the United States
today that make jeweled watches. On of them is the Waltham Watch
Co. That company is today in bankruptcy. Efforts are being made
to continue its operation. I hope they may be successful. While I
do not for one minute want to leave the impression that all of its
troubles have been due to the importation of Swiss watches, I do feel
that such importations have been a contributing factor. As in the
case of its two competitors, through the war period its facilities were
completely turned over to the making of precision instruments for the
Government. From 1941 to 1948, inclusive, we have imported more
than 59,000,000 watches. President Truman himself, I am informed,
at a conference with the Governor of Massachusetts and several rep-
resentatives of the industry, has suggested that a complete investiga-
tion of the importation of watches and the watch industry be made.
If I understand the problem correctly, even if the full duty of the 1930
act is imposed, Swiss imports can still undersell American competi-
tion. Since 1930 conditions have changed so radically that it may
well be worth while to reconsider some of the tariffs set up at that
time. I realize also, sir, the difficulties, when I make that statement.
This applies certainly to watches.

Second. The woolen textile industry: It is one of our oldest and
most important. The city of Lawrence. Mass., with a population of
over 100,000 people is highly dependent upon this iim(lustrv. The
board of aldermen of the city and the Greater L:awrence Textile Coun-
cil. A. F. of L. have passed resolutions which I would at this point "
like, if I may, to read into the record as a part of my testimony.

The CHAIRMAN. You may do so, sir.
Senator SALTONSTALL (reading) :

CITY OF LAWREN('E, MASS.,
CITY CLERK'S OFFICE.

January 26,1949.
DEAR SENATOR SALTONSTALL: Receipt of your letter of January 18 replying to

mine of January 13 concerning the opposition of the Lawrence City Council to
extension of the Reciprocal Trade Act is hereby acknowledged. I submitted
your letter of acknowledgment to our city council at its meeting on Monday and i
I was instructed to write you ougain to ask if you will support a protective tariff "II
for the woolen and worsted industry, since your letter made no statement as to
your views on this subject.

As stated in my earlier letter our city council believes a protective tariff on
textiles is vitally important to prevent widespread unemployment or a possible
reduction of living standards which would affect thousands of our citizens who
are employed in local worsted mills. We are opposed to any liberalization of W
the act which would permit duty-free entry of foreign-made textiles or any fur- 6 I
ther reduction in tariff.

Will you please let us know whether or not you are in sympathy with our
views and will support them?

Respectfully yours,
GORDON E. GAFFNEY, City C:erk.

The letter from the Greater Lawrence Textile Council, of Law-
rence, Mass., dated February 1. 1949, is as follows:

DEAR SIR: The Greater Lawrence Textile Council, representing 16,000 textile
Workers, voted to go on record as opposed to the reciprocal trade agreement and
are requesting you, as the representative of the people in Massachusetts, to be
Opposed to the agreement to hand it over to the State Department.

Thanking you for your consideration In this matter, I remain,
Yours sincerely,

GEORGE 1. DRISCOLL,
R -cording secretary. Oreater Lawrence Textile Council, A. F. of L.
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Thank you, Mr. Chairman.
Senator CONNALLY. May I ask a question, Mr. Chairman?
The CHAnuMN. Senator Connally.
Senator CONNALLY. Have you any information as to what the av-

erage wage is of these folks who work in these factories that you men-
tion?

Senator SALTONSTALL. No, sir. You ask me the one question that
I cannot answer readily.

I have a little more information on textiles, and then I will be glad
to take that up.

Senator CONNALLY. All right.
Senator SALTONSTALL. While the relation of domestic production

to importations today is lower than in 1939, it is rapidly increasing
(i.e., 1.1 percent as compared with 2.1 percent in 1939). For instance,
the importation of tops was heavier in the first 10 months of 1948 than
in any calendar year since 1923. Imports of yarns were greater than
any year since 1925. It is this trend which is disturbing the industry
today. We have no idea as yet what we may consider normal postwar
production; so the woolen textile industry is very fearful of this con-
tinuing percentage increase in these imports. Already men and women
in Lawrence have been thrown out of work. This cannot be traced
directly to the importation, but those men and women who are out of
work are fearful of the impact of greater imports on the future of their
jobs.

Third, the fishing industry:
Three of our cities are vitally interested-Boston, New Bedford,

and Gloucester. Gloucester is almost wholly dependent upon the earn-
ings of the 300 boats that bring in the fish to give jobs to the men who
man them and to the men and women who process the fish after they
are landed. Take the case of frozen fillets. Here again we have a
condition where the full tariff will not compensate for the difference
between domestic and foreign costs. r

May I, in this connection, Mr. Chairman, read to you a letter which
I have just received from the local post of the American Legion in C
Gloucester? It tells the situation. r

The CHAIRMAN. You may do so. b
Senator SALTONSTALL. The letter reads as follows:

- CAPTAIN LESTER S. WASS POST No. 3 OF THE AMERICAN LEGION,
Gloucester, Mass., February 10. 1949.

Senator LWERrr SALTONSTALL,
Senate Office Building. Washington. D. 0.

DER SIR: The members of the Captain Lester S. Wass Post No. 3, American
Legion, Gloucester. Mass.. are taking an active part on the question of imports of
fresh and frozen fish from foreign countries. This question is of utmost impor-
tance to the city of Gloucester's future welfare. re

At the last regular meeting of the post. held on Tuesday, February 8, in Glou- is
cester, it was unanimously voted that the post send a representative to Wash- M
ington to appear before the Subcommittee on Merchant Marine and Fisheries on gi
this matter of vital importance to the city of Gloucester and the fishing Industry.
All of our members are directly affected through the fishing industry. Imports tif
have increased to the point where it is becoming a threat to the city of
Gloucester.

We have selected as a representative of the post, Mr. Stanley L. Burgess,
former business agent of the Gloucester Seafood Workers' Union, who is most
familiar with the fishing industry and the matter of imports. Mr. Burgess will
testify before the Subcommittee on Merchant Marine and Fisheries and will of
express the views of this post on the matter of Imports.
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To further enlighten you, the imports of 1947 from foreign countries, namely:
Canada, Newfoundland, and Iceland were 35,000,000 pounds. In 1948, they in-
creased to 54,000,000 pounds. As you will note, imports have increased in the
vicinity of 50 percent in Just 1 year. If this practice of increased imports is per-
mitted to continue at this ratio, the members of this post and the citizens of
Gloucester will be faced with a similar plight to that of the Waltham watch
workers watch movements.

Gloucester is the No. 1 fishing port of the Nation, exceeded in its production
only by San Diego, Calif., who produced 460,000,000 pounds against our 244,000,-
00( pounds in 1948 but much of this fish produced in San Diego, Calif., was used
for purposes other than for food.

We are In agreement with the reciprocal trade agreement and the Marshall
plan, but we do ask that a quota be established limiting the importation of fresh
and frozen fish from the above-named foreign countries.

We ask you to do all in your power to help preserve the livelihood of the mem-
bers, of this post and the citizens of Gloucester of which 70 percent of the workers
derive their livelihood from the fishing industry which Is the oldest industry in
the country; and aid us in establishing a quota limiting the supply of fish imported
into this country.

Hoping you will use your qualified influence to assist us in our cause, I remain,
Respectfully yours,

RALPH B. O'MALEY, Commander.

Mr. Chairman, there is also the feeling among the local businessmen
in Massachusetts that we are being outtraded in the drafting of recip-
rocal trade treaties. I have here two letters from the tanning industry
which bring this out very clearly and, in my opinion, quite
impartially.

N. BRAZNER & CO., INC.,
Boston 11, Mass., February 3, 1949. 'I

Senator LEvERETT SALTONSTALL,
Senate Offlce Building, Washington, D. C.

DEAR SENATOR SALTONSTALL: We understand that hearings are now being held "
by congresss to renew reciprocal trade agreements. We are in favor of reciprocity,
but we believe it should be true reciprocity, a give and take by both parties. The }'rii
United States should make it easy for other countries to buy from or sell to this
country, but on the other hand, the United States should demand that countries -I
receiving these favors should be Just as liberal, when they can, to us.

As tanners, we must use many raw materials from all over the world. We are
ready and eager to pay those countries the dollars which they so badly need. Yet
country after country which have the hides, skins, chemicals, or tanning mate-
rials which we want to buy make buying impossible. Some countries have export "I
bans or expensive taxes on exports; others have artificial rates of currency ex-
change; others will sell us processed goods but not raw materials. Countries
maintaining such barriers should receive no trade benefits from us. Reciprocity,
yes; but let it be real reciprocity.

Very truly yours,
NATHAN BRAZNER. -

And the letter from the Colonial Tanning Co., Inc., of Boston, dated ' '
February 12, 1949:

We have followed with a great deal of interest the discussions in Congress
relating to extensions of the reciprocal trade agreements law. Our company
is engaged in the manufacture of patent leather which is a staple in the domestic
market and which we have also exported to various countries. This product is a
glaring example of the inequity to which American industry has been subject
under the Reciprocal Trade Agreements Act and we want to call it to your atten-
tion as an instance of discrimination and injustice.

Through progressive tariff reductions in prior years, the United States duty on
Patent leather has been lowered until it is only 7% percent. The result of these
cuts in duty has been to stimulate shipments of patent leather into the United
States from Canada. We might grit our teeth and bear this if it were not for
the extraordinary injustice represented by the fact that Canada maintains a duty
of 17% percent on Imports of patent leather from the United States.
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This is our situation then, absurd and incredible as it may seem: Tanners of
Canada can ship patent leather to our customers in the United States at a duty of
only 7% percent, whereas we are prohibited from seeking exports in Canada
through a tariff barrier of more than 171A2 percent.

There are further ramifications which have been added to our miseries. Most
of our markets abroad have been restricted because dollars are supposedly not
available for the import of patent leather. However, Canada can ship abroad
to the sterling areas, to the United Kingdom which used to be one of our pri"-
,cipal customers, so that we are hurt iii two ways. First, leather comes into the
United States from Canada to cut down our sales domestically and second, we
are not permitted either by prohibitive duties or by trade restrictions from
shipping leather abroad.

If the reciprocal trade law is to operate logically and fairly, one of two
things must be done immediately. Either our duties should be raised up to the
level of the Canadian duty on the same product, or else the Canadian duty cut
down to ours. Why don't we deserve the same benefits and treatment that
foreign countries get? Our trade association, the Tanners' Council of America,
has discussed this matter with the Tariff Commission. In substance the really
they get is that there may be some inequity in the comparative United States
and Canadian duty on patent leather, but this is only a small matter in relation
to the general objectives in our treaty with ('nada. However, it is not a small
matter to the patent leather tanners of this country, and in my opinion no law is
-successful that condones small inequities for the sake of vague, general objec-
tives.

We shall appreciate your assistance in the matter and trust that you will urge
the Tariff Commission to take the necesasry remedial steps or that the Senate,
in acting on the proposed extension of the Reciprocal Trade Agreements Act will
seek to incorporate provisions that will protect us against discrimination.

Very truly yours, COLONIAL TANNING CO., INC.,
KiviE KAPLAN,

Vice President and General Manager.

Mr. Chairman, again let me express my understanding of the need
-for reciprocal trade agreements, and my sympathetic consideration of
them. But., to make them of the greatest possible value we must have
the confidence of the American worker and of the American business-
man that they are getting as fair a deal as possible in the agreements
-that are made. They realize as do we the need for world trade if
we are to have peace. On this point they are just as patriotic as are
Any of our citizens, but, like all of us, they don't want these treaties
to be a contributing cause to the loss of their jobs or their business.
In this we are sensitive in Massachusetts, because we are vitally
Affected. I know you have our interests in your minds.

I appreciate this opportunity, sir, to appear before you.
The CHAIRMAN. Are there any questions?
Senator Connally?
Senator SALTONSTALL. I could not with accuracy answer your ques-

tion, Senator Connally, relative to the average wage of the factory
workers in the areas of these various industries, or I would. I will
be glad to get you that information. Naturally, the average wage is

much higher.
May I say, Mr. Chairman, that we have now two witnesses as to

the watch industry from Massachusetts. One is the chairman of the

trustees in bankruptcy of the Waltham Watch Co., and a distinguished
Boston lawyer of long standing, Mr. Daniel J. Lyne. The other is
Walter Benerazzo, whom I think your committee has heard before, who
is the head of the Waltham Watch Workers Union. There is a third a
gentleman, whom I did not see before I started testifying, ho is a
distinguished Massachusetts jeweler; and if he is here, think he

would like to speak to you also about watches.
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The CHAIRMAN. Is that Mr. Partridge?
Senator SALTONSTALL. Yes, sir.
Senator MIL IN. Mr. Chairman, may I read into the record a

telegram which I received?
The CHAMMAN. Yes, Senator.
Senator MLmuKIN. This is from the Coors Porcelain Co., of Golden,

Colo. It says:
Re H. R. 1211 Trade Agreements Act respectfully urge you give every consid-

eration to retaining Tariff Commission as peril point determinant in tariff reduc-
tions. As sole source of chemical and scientific porcelain for schools and indus-
trial laboratories in Western Hemisphere we cannot compete without protection
against foreign imports on products where labor is 65 percent of costs. Bulk
of scientific apparatus manufacturers in country in same position. We started
business at request of Government when foreign exports were cut off during
World War I and were in position to keep industrial laboratories equipped during
World War II only because of tariff protection in interim. Feel Tariff Com-
mission protection necessary to safeguard critical situations such as ours.
Whatever you can do greatly appreciated.

This is a very sound and old firm out in Colorado which, as is indi-
cated by the telegram, is probably the principal supplier of porcelain
equipment which is used in laboratories. I know the folks who run
this company personally, and it is very impressive to me to have this
kind of a telegram from them.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Millikin.
Senator Saltonstall, have you any preference in the presentation of

the witnesses? In other words, would you like to have Mr. Lyne pre-
cede the others? ()

Senator SALTONSTALL. I would suppose that he would precede Mr.
Cenerazzo; and then, after Mr. Cenerazzo, Mr. Partridge would be
heard. Mr. Partridge is not connected with the Waltham Watch
Co., so far as I know, but is very much interested in the subject of -j
watches, as that is his business. --<

In other words, these first two gentlemen will give you a more de-
tailed presentation of the watch problem, the problem of jeweled C0'
watches and their manufacture in this country, than I have in these 'TI,
few minutes. I left it to them rather than trying to do it myself.

The CHAIRMAN. Is Mr. Lyne in the room?

STATEMENT OF DANIEL J. LYNE, REPRESENTING TRUSTEES IN J
POSSESSION OF WALTHAM WATCH CO. - ,

Mr. LYNE. I am Daniel J. Lyne, Mr. Chairman. My address is
75 Federal Street, Boston.

The CHAIRmAN. You may have a seat. Are you the attorney for the
trustees?

Mr. LYNE. I am one of the trustees. There are three trustees.
The CHAIRMAN. Oh, you are one of the trustees.
Mr. LYNE. Yes, sir.
The CHAIRMAN. Have you a prepared statement, Mr. Lyne?
Mr. LYNE. I have. I have handed it to the committee secretary,

and I intend to enlarge on the statement in the course of my pres-
entation.

86697-49---pt. 1- 19
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The CHAIRMAN. You may proceed with such formal statement as

you wish to present for the record.
Mr. LYNE. All right, Mr. Chairman.
A United States district court on December 29, 1948, appointed

three disinterested trustees to conduct the business of the Waltham
Watch Co. and to effect its reorganization, if a reorganization were
possible. This appointment imposed upon the trustees a unique task.
I realize that the word "unique" is often misused, but it is selected con-
sciously here. The task was not unique by reason of the fact that
there had been some mistakes in Waltham Watch Co.'s prior man-
agement.

Senator CONNALLY. Pardon me. Was any one of the three a prac-
tical manufacturer, or watch man?

Mr. LywE. No, Senator.
As I stated, the problem was not unique because of the fact that there

had been, not infrequently, some mistakes in Waltham's past manage-
ment. It was unique because the national interest of the United States
of America is involved in the continuance of the Waltham Watch Co.

The trustees have had no prior connection with Waltham. They
have reason to believe that whatever mistakes the prior management
made can be corrected. This is vouched for by reports of two firms
of industrial consultants of the highest standing: Rath and Strong,
experts in production management, and McKinsey & Co., who are ex-
perts in the problems involved in distribution.

A good start toward carrying into effect the recommendations of
these two firms hiad been made in the last half of 1948, but Waltham's
funds ran out before they could be put into profitable effect. The real-
ization that mistakes were bound to happen in the management of
numerous American companies, and that such mistakes could be cor-
rected, is what prompted the Congress to enact the reorganization
chapter of the United States Bankruptcy Act. The fact that Waltham
Watch Co. is an American company in which some mistakes have
been made has been overemphasized; and it should not be. New and
adequate management can correct those past mistakes if the American
watchmaking industry is given a chance to survive.

Of course, a genera charge of mismanagement, like any generality,
is meaningless. In searching for specific mistakes in the management,
it seems that one should not go back more than a quarter of a century.
Since 1923, the management of Waltham was directed by three men,
F. C. Dumaine, Ira Gilden, and Paul Johnson. Paul Johnson was in
less than half a year, and so I assume we may disregard him and con-
sider the other two.

That there were mistakes in the management during the period
when the Dumaine interests were in control is admitted. One of those
mistakes probably was the failure to replace machinery. But the com- C
mittee should know, and the Congress should know, that that fault was
not entirely attributable to the management.

The Swiss have become very adept in the manufacture of watch-
making machines. They have an embargo in Switzerland which abso-
lutely prohibits the sale of those machines to manufacturers in the
United States.

Mr. Shennan, testifying before the committee of the other branch t
of the Congress, on this same bill, stated that in his opinion the pro- r
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visions of the lease arrangement were so onerous that Elgin Watch Co.
would not enter into such an agreement.

SenatorLucAS. Who is Mr. Shennan?
Mr. LYNE. Mr. Shennan is the president of the Elgin Watch Co.

There are three American watch companies who are manufacturers of
movements.

Senator MILLIKIN. May I ask a question, Mr. Chairman?
The CHAIRM[AN. Certainly, Senator.
Senator MILLIKIN. Do we maintain any embargoes on our material

that goes to Switzerland?
Mr. LYNE. None that I know of, Senator.
Senator McGRATH. Could I ask a question, Mr. Chairman?
The CHAIRMAN. Senator McGrath.
Senator McGA=TH. You mean to say that there are no American

firms that have an embargo on leased machinery? How about the
United Shoe Machinery Corp.?

Mr. LYN.. The United Shoe Machinery Corp., Senator McGrath,
has what may be termed an embargo, in the sense that it uses the lease
system. That system of the United Shoe Machinery Corp. has been
criticized vigorously. It may be that it has been criticized with en-
tire justice But the mere fact that one American company has built
up a strong business organization by using the lease system does not
derogate from the situation that we have here, the use of a lease system
by a foreign country involving leases with terms so onerous that
Elgin Watch Co. will not enter into such a lease. The mere fact that
one American company has done that does not justify the other con-
duct, in my opinion.

Senator McGRATH. I am not attempting to justify it, but I wanted Sul
to bring out that there are comparable situations by which we have 1.T1
onerous provisions in leases of machinery that we let to the rest of the
world.

Mr. LYNE. That is true as to the United Shoe Machinery Corp., and
it may be true of others. 0l

Senator MCGRATH. Probably it may be true of others.
Mr. LYNE. Yes.
Senator MILLIKIN. May I ask another question, Mr. Chairman?
The CHAIRMAN. Senator Millikin.
Senator MuLIKIN. Do we manufacture any machinery in the watch

business which Switzerland might want and cannot get?
Mr. LYN. We manufacture some machinery in the watch business, %

Senator. But in recent years, the Swiss, we are informed, have be-
come especially adept in the manufacture of machinery. Back 75
years ago, if one thought of the manufacturing of anything mechani-
cal, one immediately thought of America as outstanding, and Ameri-
cart workmen as the outstanding people. That is not true today, we
are informed. The Swiss machines are better, our consultants tell
us, for our purposes than any machines we can procure in America.

As I say, I believe that is a change which has occurred in compara-
tively recent years.

To go back to Mr. Dumaine and his failure to make this procure-
ment. There is a book which considers the entire history of the Wal-
tham Watch Co. during the period before a United States court ap-
pointed three lawyers to endeavor to effect its reorganization. That
book is entitled "Timing a Century." It is edited by N. S. B. Gras,
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who is Straus professor of business history, Graduate School of Busi-
ness Administration, George F. Baker Foundation, Harvard Uni-
versity. It is No. XI in the Harvard studies in business history. In
order that my own words alone may not be depended upon for state-
ments concerning Swiss machinery, permit me to quote from page 215
of that book:

A further element in the competitive s-ituation during the postwar period
was the organization of the Swiss watch industry on a national scale. Excellent
horological schools were maintained by the Government, which provided tech-
nical training of a theoretical and practical nature: both the manufacture and
the design of timepieces were taught The Swiss watch industry as a whole
was organized into two divisions, the "trust" and the "super holding" conipany.
The trust was reported to consist of the stronger organizations of the industry,
while the super holding company included the smaller units. With the aid ( f
,these two organizations, the Swiss Government avoided destructive competition,
maintained minimum prices, and gross margins, prevented over-expansion and
otherwise encouraged stability in the export market. It would be presumptuous
to estimate the effect of Swiss organization on price competition in the United
States without more complete data, but the potential influence was obviously
great. The Swiss contend that Government control was exercised in the interest
of an orderly and freely competitive market, but American producers complained
that Swiss competition was ruinous.

Senator MILLIHUN. May I ask a question, Mr. Chairman?
The CHAIRMAN. Senator Millikin.
Senator MILLIKIN. I think that from what you have said, Mr. Lyne,

the answer to this is clear, but I want to make certain of it. Do we
export any watches to Switzerland?

Mr. LYNE. No, Mr. Senator, we export none. And, of course, when
I make a broad statement like that-I suppose some special watch
might be made up. For instance, I have a cuff link watch. A watch
of that type might be made up. But the rule is, and I think it is with-
out exception as a practical commercial matter that we export none.

May I go beyond that, Mr. Senator? Not only do we export no
watches to Switzerland, but we export watches no place else.

Senator MILLIKIN. We are unable to meet Swiss competition in the
world generally ?

Mr. LyNm. In the world generally. And in addition to being un-
able to meet Swiss competition in the world generally, we are unable
to meet it in the United States of America, as I intend to develop.

Senator CONNALLY. We do not ship any watches to South America?
To Latin America?

Mr. LYNE. Well, we may, Senator, ship there on such a basis as an
unloading operation; that is, if you have watches which are out-
moded, you might ship to South America. But the information which
has been given to us, and I believe it is entirely creditable, is that we A
cannot compete in other markets with Swiss watches.Senator CONNALLY. Of course, Switzerland has been in this busi-
ness for a great period of years.

Mr. LyNm. Yes, Senator.
Senator CONNALLY. The Swiss are skilled, and they have a world P

reputation for being the most expert in watch manufacture of any na-
tion on earth.

Mr. LYiz. That is true.
Of course, the watch industry started, Senator, at about the turn

between the fifteenth and sixteenth centuries. It started in Germany. b
srfil
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Leadership of that industry was taken over at about the turn between
the seventeenth and eighteenth centuries, by England. The Swiss
took over the leadership in watch manufacturing in the year 1840.
They took that leaders hip away from the English. England now
is striving with all its might and main to develop a watch industry.
It is doing that, with complete lack of success, as the testimony before
the other branch of the Congress on this bill makes manifest.

The point I am making is that England not only lost the leadership
at the time I stated, but got itself into a position where it was unable
to make watches. The present government of England and the gov-
ernment which preceded it, having entirely divergent economic view-
points, both desired, and now desire, to have a watchmaking industry
established in England for the welfare of England and its empire.
They have had almost a complete lack of success in that effort, as
prior testimony will show. The Swiss have that advantage; and
they may have that advantage exclusively if the present situation
continues. That is, when I say "exclusively," I mean in the entire
world.

Senator McGRAiTH. Mr. Chairman?
The CHAIRMAN. Senator McGrath.
Senator McGRATH. Is it not a fact that we do ship watch cases, as

distinguished from the works?
Mr. LYNE. We make watch cases, Senator McGrath.
Senator McGRATH. For export?
Mr. LYNE. We make watch cases. I intend to develop, if I may, :M1

a bit later, the very important, the vital, distinction between a watch I
movement and a cased and dialed watch.

You make cases all over the world. "m. I
Senator McGRATH. But do we not have a large export trade in

watch cases?
Mr. LYNE. Very likely. That is not the point to which I expect to

direct my remarks. The point which I think is vital from the stand-
point of your committee has to do with the watch movement. 0 1

Senator McGRATH. You are talking about the movement of the will
watch.

Mr. LYNE. The watch movement. Yes, Mr. Senator.
I have digressed a bit from my prepared statement to make it

apparent, if possible, that the mistakes of the Gilden management
in not getting machinery may have been made at least under mitigat-
ing circumstances.

The rest of the management of the last quarter century was under
a gentleman named Mr. Ira Gilden. Mr. Ira Gilden came to Wal-
tham with a very good background of experience. He had been an
officer of Bulova Watch Co., having been, we are told, a brother-in-
law of Mr. Bulova, the president of that company. He had been
with Longines-Wittnauer. He came to Waltham with all that ex-
perience. He came to Waltham, as he stated when he came, to make
"the finest watch in the world." That was his ambition. He stated:
"I burned my bridges behind me. I am going to make here in Amer-
ica the finest watch in the world."

Now, Mr. Gilden devoted himself exclusively to that task; and he has
been criticized for that. To illustrate: Waltham Watch Co. makes
speedometers. One of its important customers in the speedometer
field, was Ford Motor Cod Ford Motor Co. and Waltham Watch Co.
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had a satisfactory relation extending over a considerable period. The
management of Ford told the management of Waltham that it was
changing the model of its car, and it wanted in consequence some
changes made in the speedometer. Mr. Gilden would not take that up
with them, saying that he was too busy making watches. That, we
believe and are informed, was a mistake; because the speedometer
business is importantand had been profitable. But if you bear in mind
that Mr. Gilden had pledged himself, devoted himself, to making the
finest watch in the world, and wanted to exclude every distraction from
that effort, that, too, was a mistake made under mitigating circum-
stances. And Mr. Ira Gilden, with all the experience that he got from
the watch assemblers, with the splendid training he had had in the past,
was not able to make money once the war ended. The big losses in
Waltham came under his management.

We admit, as I say, that there were those prior mistakes. We have
touched upon them only because it is necessary to clear away the under-
brush from an issue before an issue can be rightly approached. 'he
underbrush here not only exists, but has been assiduously nurtured.

Let us pass to the issue now before this committee.
If the Waltham Watch Co. did not exist, it should be created at

once, as essential to this country's defense. The skilled precision
instrument makers of Waltham, who create watch movements, are
essential in the manufacture of equipment which is required for the
defense of any nation against an aggressor under present-day condi-
tions of warfare. Their skills are needed for every airplane, battle-
ship, tank, and bomb. They can do many things which workers in
other American industries can do; but no other American industry has
workers who can do what they can do.

It may well be that some other countries, such as Czechoslovakia,
could produce the guns needed by our American armed forces at a
much lower figure than they could be manufactured here, for the rates
of pay of the workers in other countries are materially lower than they
are here in the United States. Should the United States purchase all t
its guns from one such country to effect a saving in dollars, thereby
eliminating completely the manufacture of guns in these United f
States ? Surely not. It would seem that an officer of the United t
States who proposed such a course should be removed from office for
malfeasance.

The principal element in the cost of a watch movement is the labor p
cost, more than 75 percent. The labor cost per unit is lower in Switzer-
land than it is here, and Switzerland can therefore manufacture at a e
much lower cost than can the United States. This statement is made
because it is an inescapable fact, and not by way of criticism., The in
trustees personally, and I, among them, rank Switzerland highly
among the nations of the world. But the American watchmaking
industry should not be destroyed just because Switzerland is a fine th
nation. 11]

There are only 3 manufacturers of watch movements left in the
United States, Waltham, Elgin, and Hamilton, out of more than 60
such companies which once operated here.

Senator MILLIKIN. Are you going to give us comparative wage Soi
scales for the United States and Switzerland in the watchmaking
business ?

on
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Mr. LYNE. I do not have those figures. I have heard them, but it
would be merely hearsay. I have not endeavored to make a compre-
hensive study of them. They are admittedly lower. The extent of
the difference was sought to be developed at the hearings before the
House committee. There, the requests were directed to people who
could give that information, people who had a factory in Switzerland.
I shallnot attempt to give it if people who have been in the business
for a number of years have been unable to give it.
Senator SALTONSTALL. May I interrupt to say that I have just

asked Mr. Cenerazzo, and he says he has those figures.
Senator MARTIN. It is very important, I think, that those be in-

serted.
Senator LuCAS. Mr. Chairman, may I ask one question?
The CHAIRMAN. Senator Lucas.
Senator LuCAS. Will you develop the theory that you have just

pronounced there, that the watch industry in America will be de-stroyed ?
Mur. LyIm. Yes, I shall. I expect to develop that.

Senator LuCAS. And what will happen unless we do something
about it?

Mr. Lyim. Yes, I shall develop that point. Yes, Mr. Senator.
On that point, we must start with the knowledge that there are

only three manufacturers of watch movements left in the United
States, Elgin, Waltham, and Hamilton. These are the survivors of
over 60 such companies which once operated here. If Waltham is
destroyed, one of the other two remaining companies-and those two
are Elgin and Hamilton-becomes the marginal producer. And if
and when the marginal producer goes, there can be little hope for the M,
sole survivor. Elgin and Hamilton both fully realize this. I'flI

We are informed that a 20-percent contraction in volume of sales 1
would put them out of business today. -JI

Mr. Shennan, the president of Elgin, so testified in hearings before"<
the committee of the other branch of the United States Congress. 0

In consequence, Elgin and Hamilton have offered the trustees their
full assistance, and they have given that assistance without reserve
to effect the reorganization of Waltham, despite the fact that a reor-
ganized Waltham will be an active competitor of theirs.

Senator MILLKIN. Mr. Chairman, if I may ask a question at this
point: Is there any financial connection between the three companies?

Mr. LyNm. Absolutely none. They are three completely independ-
ent companies, Mr. Senator. There is no connection of any nature.

The CHAIM AN. You mean to say the Bulova Watch Co. does not
manufacture any works in this country ?

Mr. LYNE. The Bulova Watch Co., I am now informed, manufac-
tures certain watch movements in a plant in Long Island. How many
they manufacture, I do not know. They also import watch move-
'nents and assemble them here, just as the other assemblers do.

The CHAIRMAN. Yes, I know that.
Mr. LYNE. This is a pilot plant and was so described by an officer

of Bulova at the hearings before the other committee. There have been
some watch movements made there, Senator, in very recent years. That
is the one company, so far as I know, which also does manufacture.
But the only companies which produce the completed watch, using
only American-made watch movements, are the three companies which
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I have named: Waltham, Elgin, and Hamilton. Of these three,
Waltham is the oldest. Waltham pioneered in the mass production of
watches, which made possible to practically every American the carry-
ing of a timepiece. Waltham will celebrate its one-hundredth birth-
day next year.

Elgin was formed toward the end of our War Between the States.
Hamilton is younger than I am. Waltham, as I say, is the oldest of
these three companies; and these three companies are the only compan-
ies which create watches in the United States using only movements
which are manufactured here in the United States. And the watch
movement, as I expect to develop later, Mr. Chairman, is the important
part of the issue before this committee.

The CHAIRMAN. Yes. Well, the committee realizes that, I think,
Mr. Lyne. Because if you get into the matter of cases, then you would
have an exact reversal of your figures.

Mr. LYNE. Of what figures, if you please, Mr. Chairman?
The CHAIRMIAN. Of the ones you are giving about the jeweled

movements. Because we do manufacture and ship an immense quan-
tity of watch cases, do we not?

Mr. LYNE. We ship watch cases; yes. And as I told Senator Mc-
Grath, the watch cases, of course, are shipped, and we may ship watch
bracelets and watch chains, btit the fundamental thing which inter-
ests me and which I believe interests all of us is the American watch
movement.

The CHAIRMAN. But I do not want you to be laboring under the mis-
apprehension, if it be a misapprehension, that the Bulova Watch Co.
does not manufacture these same works in the United States.

Mr. LyiN. It does. It has in recent years.
The CHAniUAN. Maybe you need some new blood in the enterprise.
Mr. LyNm. It is quite possible. You need new blood in every enter-

prise, Senator.
The CHAmxAN. Yes, even in Congress.
Senator MILLIKIN. Might I ask one more question, Mr. Chairman?
The CHAmxAw. Yes, Senator.
Senator MImLIKIN. I suppose every middle-aged person in this room

at one time or another carried a dollar Ingersol watch. Whatever
happened to the dollar Ingersoll watch?

Mr. LyiE. The dollar Ingersoll watch was taken over by another
American company. and then that other American company went out
of business. In talking with one of the directors of the Waltham
Watch Co.-we conferred with everybody after we were put in charge
of the company's affairs-he said to me, "It is too bad that Waltham
is so little known to the present generation, the younger generation";
to which we had adverted. He said, "You know, my son, who is in
college, came to me recently and said, 'Dad, when did Waltham stop
making those dollar watches?'"

He had Waltham confused with Ingersoll. And that is one of the
results, and one of the dangerous results, today, that the flood of ad-
vertising has taken the name "Waltham" out of the minds of the
American public.

When I was young, at any graduation from high school, or any
graduation from college, the parental gift was usually a Waltham
watch. That is not so today. The young people do not know the
name "Waltham."

I
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Senator LUCAS. Well, who is responsible for that? You do not lay
that altogether on the Swiss people, do you? You do not blame the
Swiss for the tendency to forget Waltham.

Mr. LYNE. To forget Waltham? The answer to that, or the trend
of the answer to that, sir, is this: Advertising costs money. Full-page
advertising in national magazines is especial ly costly.

I believe I have some of those advertisements here.
Senator LuCAS. I do not care to have you go into that. It is rather

remote, and I will just withdraw it if you are going to go into any long
discussion of it.

Mr. LYNE. Well, it is because Waltham has not been able to make
profits comparable to those made by the assemblers of watches- and
the reason for that, briefly, is that labor costs so much less in Switzer-
land than in the United States. That is the reason. You can't keep
in the minds of the public, sir, the name of Waltham, when, as you
and I know, sir, whenever we listen to a fight, or an athletic event, or
a soap opera, or a give-away program, we hear the name of Bulova
mentioned.

Whenever you hear a group of songs by 20 splendid mixed voices,
you hear about Longines-Wittnauer. Those things are expensive.
Waltham, losing money, could not spend any such amount. Elgin
and Hamilton, making less money in '48 than they made in '40, could
not spend it.

That, I believe, sir, is the answer to your question, briefly.
The CHAIRMAN. All right. Proceed, Mr. Lyne.
Mr. LywE. Very well, sir.
Now, these three companies, which I have called the American com- 0I1

panics, because they are the only ones who use exclusively American M"I1
manufactured watch movements, employ about 8,500 people, a very ITlI
small segment of the population of these United States. Of this total,
Waltham employs about 2,300. These three roups of employees con-
tain the country's fine precision workers. This group of workers, if
they are scattered to other work by the fact that their employers are 0
driven out of business, cannot be brought together again. It would
take years to create a similar body of precision workers.

Senator LuCAS. Mr. Chairman!
The CHAIRAN. Senator Lucas.
Senator LUCAS. How long does it take to produce a good watch-

maker, as far as training is concerned?
Mr. LYNE. A good watchmaker doing the precision kinds of work?

Of course, there are different kinds of workers. We are informed
that it takes from 5 to 10 years to produce the ultimate watchmaker.
The men who make the works where less accuracy in measurements
is required can be trained in from 2 to 5 years. That is our informa-
tion. To train a fine precision worker, who does the ultimate pre-
cision work on a watch, takes from 5 to 10 years, according to the
information that has been given to the trustees.

If these men, this very small group, are scattered to other work
because their employers are driven out of business, they cannot be
brought together again. It would take years to again create a body
of similar precision workers. And conditions of modern warfare do
not allow a nation a period of years to prepare for a defense against
an aggressor.
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Now, it is not suzzested by those who create American watch

movements that the "5wiss watchmaking industry be destroyed, but
rather that the American watchmaking industry be not destroyed.
Switzerland would continue to have all the countries of the world as
markets for its watches, even if the American market were closed to
it. But it is not proposed to close the American market to Swiss
watches. All that American manufacturers of watch movements ask
is that some means be devised which will leave for them at least one-
half of the American watch market.

It is difficult to understand how the reasonableness of that modest
request can be questioned. They had one-half of the American watch
market prior to 1936. In 1936, a trade agreement was entered into
reducing the tariff on imported watches.

Now, as to that trade agreement, I have heard, if the Washington
Post reported correctly the proceedings here yesterday, that there
was testimony from a witness who was in support of the opposite
side from that which I am endeavoring to support, to the effect that
the escape clause, so-called, was all that was necessary. Will you
gentlemen please bear in mind, in considering this problem of the
watchmakers, that there is no escape clause in that treaty of 1936.
It is now required that all reciprocal trade treaties negotiated shall
contain an escape clause. There is none in that treaty. The Geneva
Convention put an escape clause in every single one of its reciprocal
trade agreements. The reciprocal trade agreements which it is pro-
posed to negotiate at Annecy in the not too distant future will all con-
tain an escape clause. This agreement has no escape clause.

And what we would like, representing the Waltham Watch Co.,
would be to get at least as fair treatment as other industries. Because
the industry is vital, at least we should have that. Then, the cumber-
some machnery -I admit it is cumbersome-can work.

It is cumbersome because it is time-consuming. And I do not
criticize the consumption of time, because there are important ele-
ments involved. But at least it should be borne in mind that in
the reciprocal trade agreement with Switzerland there is not even an
escape clause, which the President of the United States and all who
have talked on this subject have said is an essential.

I recall that Woodrow Wilson said that there might come a time, or
he at least posed a question if there might not come a time, when a
nation would be justified in committing suicide. He was talking of a
great issue, not an issue of this kind. And I do not believe that any
nation is justified in committing suicide over a single word, whether
the word be the word "liberal," the word "conservative," or the word
"reciprocity." All of those labels are misused. We ask only, as Mr.
Shennan put it, "equality at the border"; some arrangement, whatever
the Congress may decide is the most apt, to give us an opportunity
to compete with watches which, having come into these United States,
after the duty is paid, are at least on a level of cost with the cost of the
American manufactured watch.

As I say, that 1936 trade agreement reduced the tariff on imported
watches. And as a result the American watchmakil industry's share
in its own domestic market dropped at once from 50 percent to ap-
proximately 33 percent in the years 1937-39. It is now down to 20
percent, in the last year.
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Devaluation of the Swiss franc after the trade agreement had been
entered ilito helped in this reduction of America's share in its own
market. So did America's increasing rates of wages. So did the very
costly advertising over the radio and in American periodicals, to which
one of the Senator's questions referred, which advertising the large
and steadily increasing profits of importers of Swiss movements made
possible.
Senator MILIKIN. Mr. Chairman ?
The CHAIRMAN. Senator Millikin?
Senator MMLIJ N. Do we have any figures that will compare our

exports to Switzerland with Switzerland's exports to us?
Mr. LyNE. In the matter of watches? Or in all matters?
Senator MILLIKIN. Over-all.
Mr. LYNE. Yes, there are. And I think that has been testified to;

and I shall not endeavor to state it from memory.
Senator MILLIKIN. Will that be testified to here?
Mr. LYNE. It was in the hearings before the committee of the other

branch, and I assume it will be here, but I am not competent to give
that.

Senator MmmKIN. Does the Tariff Commission representative have
that?

Mr. CENNERAZZO (Walter Cennerazzo, American Watchworkers'
Union). I believe it was Mr. Carnow at the House hearings, who
testified that the ratio in the last year was $3, coming in from Switzer-
land, to $1 that we sent over there. But there are some factors con-
cerning that which, I believe, if they were broken down, would show
that it wasn't all products that went to Switzerland from here. There '

may have been relief purchases and many other things involved in 'Vt
that. I

I do think it would make interesting reading to have those imports
from the United States to Switzerland broken down by articles, so
that it can be seen once and for all. That is one of the interesting
things that we have, that we have never been able to get a proper kind
of information from the United States State Department, or from
other sources, as to exactly what that trade consists of, what the
costs of production are over there, and what they are here. We have
never been able to get that kind of information.

The CHAIRMAN. We will get to that later. The gentleman who
testified in the House will be ere at a later date in this hearing.

Senator McGRATH. May I ask a question, Mr. Chairman? ,
The CHAIRMAN4. Senator McGrath.
Senator McGRATH. You say that the agreement with Switzerland

with respect to watches differs from other trade agreements, in that
there is no escape clause.

Mr. LY E. Yes, Senator.
Senator McGRATH. And does that agreement run for a period of

years?
Mr. LYNE. Yes; and it might be terminated very simply.
Senator McGRATH. That is what I wanted to know. How can we

terminate it and keep faith with our original agreement?
Mr. LYNE. Why, you can make a new agreement. Of course, that is

an old agreement now. Most of them run for 3 years. It should
have been terminated before. But you can only speak to one branch
of the Government at a time. A new treaty could be entered into.
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That power has been delegated by the Senate, if I am right about this,
to the executive branch.

Senator McGRATH. Does this treaty run over a specified period of
years?

Mr. Lyi-. Yes. I think it could be terminated in 6 months.
Senator McGRATH. By notice?
Mr. LyNE. By notice; yes, Senator.
Senator MCGRATH. Could you put into the record the agreement?
Mr. LYN. The agreement with Switzerland?
Senator MCGRATH. Yes.
Mr. LTNE. I do not have a copy of it, but I see an Assistant Secre-

tary of State in the room.
The CHAIMAN. Do you have a copy of the Swiss agreement, Mr.

Brown?
Mr. BROWN (Winthrop G. Brown. Director, Office of International

Trade Policy, State Department). Yes, sir.
The CHAIRMAN. If one is available, you can put it into the record.
(The material referred to is as follows:)

EXECUTIVE AGREEMENT SERIES, No. 90

RECIPROCAL TRADE AGREEMENT BETWEEN THE UNITED STATES OF
AMERICA AND SWITZERLAND

Signed at Washington, January 9, 1936.
Approved and confirmed by the President of the United States, January

9, 1936.
Proclaimed by the President of the United States, January 9, 1936.
Ratified by the Swiss Federal Council, April 28, 1936.
Instrument of approval and confirmation and instrument of ratification

exchanged at Bern, May 7, 1936.
Supplementary proclamation by the President of the United States, May

7, 1986.
Articles I to XVII, Inclusive, applied reciprocally February 15, 1936.
Entire agreement effective June 6, 1936.

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION

WHMERAS it is provided In the Tariff Act of 1930 of the Congress of the United

States of America, as amended by the Act of June 12, 1934, entitled "An Act to
amend the Tariff Act of 1930" (48 Stat. 943), as follows:

"Sec. 350. (a) For the purpose of expanding foreign markets for the products
of the United States (as a means of assisting in the present emergency in re-

storing the American standard of living, in overcoming domestic unemployment
and the present economic depression, in increasing the purchasing power of the

American public, and in establishing and maintaining a better relationship

among various branches of American agriculture, industry, mining, and con-
merce) by regulating the admission of foreign goods into the United States in

accordance with the characteristics and needs of various branches of American
production so that foreign markets will be made available to those branches of

American production which require and are capable of developing such outlets
by affording corresponding market opportunities for foreign products in the

United States, the President, whenever he finds as a fact that any existing duties

or other import restrictions of the United States or any foreign country are

unduly burdening and restricting the foreign trade of the United States and

that the purpose above declared will be promoted by the means hereinafter spec-

ified. is authorized from time to time-
"(1) To enter into foreign trade agreements with foreign governments or

instrumentalities thereof; and
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"(2) To proclaim such modifications of existing duties and other import re-
strictions, or such additional import restrictions, or such continuance, and for
such minimum periods, of existing customs or excise treatment of any article
covered by foreign trade agreements, as are required or appropriate to carry out
any foreign trade agreement that the President has entered into hereunder. No
proclamation shall be made increasing or decreasing by more than 50 per centum
any existing rate of duty or transferring any article between the dutiable and
free lists. The proclaimed duties and other import restrictions shall apply to
articles the growth, produce, or manufacture of all foreign countries, whether
imported directly, or indirectly: Proided, That the President may suspend the
application to articles the growth, produce, or manufacture of any country be-
cause of its discriminatory treatment of American commerce or because of
other acts or policies which in his opinion tend to defeat the purposes set forth
in this section; and the proclaimed duties and other import restrictions shall be
in effect from and after such time as is specified in the proclamation. The Presi-
dent may at any time terminate any such proclamation in whole or in part."

WHEaAS I, Franklin D. Roosevelt, President of the United States of America,
have found as a fact that certain existing duties and other import restrictions
of the United States of America and Switzerland are unduly burdening and re-
stricting the foreign trade of the United States of America and that the purpose
declared in the said Tariff Act of 1930, as amended by the said Act of June 12,
1934, will be promoted by a foreign trade agreement between the United States
of America and the Swiss Federal Council;
I WHEREAS reasonable public notice of the intention to negotiate such foreign

trade agreement was given and the views presented by persons interested in the
negotiation of such agreement were received and considered;

WHEPAS, after seeking and obtaining information and advice with respect
thereto from the United States Tariff Commission, the Departments of State,
Agriculture, and Commerce, and from otlikr sources, I entered into a foreign
Trade Agreement oi January 9, 1986, through my duly empowered Plenipoten-
tiary, with the Swiss Federal Council, through their duly empowered Plenipoten-
tiary, which Agreement, including two Schedules and a Declaration annexed
thereto, in the English and French languages, is in words and figures as follows:

The President of the United States of America and the Swiss Federal Council, t
being desirous of facilitating and extending the commercial relations existing be- " mIJ
tween the United States of America and Switzerland by granting mutual and
reciprocal concessions and advantages for the promotion of trade, have through
their respective Plenipotentiaries arrived at the following Agreement:

ARTICLE I -Si

Articles the growth, produce or manufacture of the United States of America 0i
enumerated and described in Section A of Schedule I annexed to this Agreement
shall, on their importation into the customs territory of Switzerland, be exempt
from ordinary customs duties in excess of those set forth in the said Section.
The said articles shall also be exempt from all other duties, taxes, fees, charges
or exactions, imposed on or in connection with importation, in excess of those
imposed on the day of the signature of this Agreement or required to be imposed
thereafter under laws of Switzerland in force on the day of the signature of
this Agreement.

With respect to articles enumerated and described in Section B of Schedule I ' I

for which import quotas are specified in the said Section. the quantities of such
articles originating in the United States of America which shall be permitted
to be Imported annually Into the customs territory of Switzerland, beginning
with the day on which this Agreement comes into force, shall not be less than
those specified in the said Section.

ARTICLE II

Articles the growth, produce or manufacture of Switzerland enumerated and
described in Schedule II annexed to this Agreement shall, on their importation
into the United States of America, be exempt from ordinary customs duties in
excess of those set forth and provided for in the said Schedule. The said articles
shall also be exempt from all other duties, taxes, fees, charges or exactions,
imposed on or in connection with importation, in excess of those imposed on the
day of the signature of this Agreement or required to be imposed thereafter under
laws of the United States of America in torce on the day of the signature of this
Agreement.
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ARTICLE III

The provisions of Articles I and II of this Agreement shall not prevent the
Government of either country from imposing at any time on the importation of
any article a charge equivalent to an internal tax imposed in respect of a like
domestic article or in respect of a commodity from which the imported article
has been manufactured or produced in whole or in part.

AiUacLE IV

Schedules I and II annexed to this Agreement, the potes included in them, and
the Declaration annexed to this Agreement shall have force and effect as integral
parts of this Agreement.

AETICxL V

In respect of articles the growth, produce or manufacture of the United States
of America or of Switzerland, enumerated and described in Schedules I and II,
respectively, imported into the other country, on which ad valorem rates of duty,
or duties based upon or regulated in any manner by value, are or may be assessed,
it is understood and agreed that the bases and methods of determining dutiable
value and of converting currencies shall be no less favorable to importers than
the bases and methods prescribed under laws and regulations of Switzerland and
the United States of America, respectively, in force on the day of the signature
of this Agreement.

ARTicLE VI

Except as otherwise provided in this Agreement, no prohibitions, import or
customs quotas, import licenses, or 4ny other form of quantitative regulation,
whether or not operated in connection with any agency of centralized control,
shall be imposed by Switzerland on the importation or sale of any article the
growth, produce or manufacture of the United States of America enumerated
and described in Section A of Schedule I, nor by the United States of America on
the importation or sale of any article the growth, produce or manufacture of

- Switzerland enumerated and described in Schedule II.
The foregoing provision shall not apply to quantitative restrictions in whatever

form imposed by the United States of America or Switzerland on the importation
or sale of any article the growth, produce or manufacture of the other country
in conjunction with governmental measures operating to regulate or control the
production, market supply, or prices of like domestic articles, or tending to in-
crease the labor costs of production of such articles. The Government of the
country imposing any such restriction will give sympathetic consideration to any
representations which the Government of the other country may make in regard

thereto and will consult promptly with the Government of such other country with
respect to the subject matter of such representations; and if an agreement with re-
spect thereto is not reached within thirty days following the receipt of written
representations, the Government making them shall be free, within fifteen days
after the expiration of the aforesaid period of thirty days, to terminate this
Agreement in its entirety on thirty days' written notice.

AaTICLE VII

1. If the Government of the United States of America or Switzerland establishes
or maintains any form of quantitative restriction or control of the importation
or sale of any article in which the other country has an interest, or imposes I
lower import duty or charge on the importation or sale of a specified quantity
of any such article than the duty or charge Imposed on importations in excess
of such quantity, the Government taking such action shall:

(a) upon request inform the Government of the other country as to the total
quantity, or any change therein, of any such article permitted to be imported
or sold or permitted to be imported or sold at such lower duty or charge, during
a specified period; and

(b) allot to the otlier country for such specified period a share of such total
quantity as originally established or subsequently changed in any manner equiva-
lent to the proportion of the total importation of such article which such other
country supplied during a previous representative period, unless it is mutually
agreed to dispense with such allotment.
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2. Neither the United States of America nor Switzerland shall regulate the total
quantity of importations into its territory or sales therein of any article in which
the other country has an interest, by import licenses or permits issued to in-
dividuals or organizations, unless the total quantity of such article permitted
to be imported or sold, during a quota period of not less than three months,
shall have been established. The Government of each country will, upon request,
inform the Government of the other country of the total quantity of any such
article permitted to be imported and of the regulations covering the issuance
of such licenses or permits.

ARTICLE VIII

In the event that the United States of America or Switzerland establishes
or maintains a monopoly for the importation, production or sale of an article
or grants exclusive privileges, formally or in effect, to one or more agencies
to import, produce or sell an article, the Government of the country establishing
or maintaining such monopoly, or granting such monopoly privileges, agrees that
in respect of the foreign purchases of such monopoly or agency the commerce
of the other country shall receive fair and equitable treatment. It is agreed
that in making its foreign purchases of any article such monopoly or agency
will be influenced solely by competitive considerations, such as price, quality,
marketability, and terms of sale.

ARTICLE IX

Articles the growth, produce or manuufacture of the United States of America
or Switzerland, shall, after importation into the other country, be exempt from
all internal taxes, fees, charges or exactions other or higher than those payable
on like articles of domestic origin or any other foreign origin.

ARTICLE X .4u,

The United States of America and Switzerland agree to grant each other uncon- :331
ditioual and unrestricted most-favored-nation treatment in all matters concerning
customs du'ties and charges of every -kind and in the method of levying duties :>
and, further, in all matters concerning the rules, formalities and charges imposed "u
in connection with the clearing of goods through the customs, and with respect to
all laws or regulations affecting the sale or use of imported goods within the
country.

Accordingly, natural or manufactured products having their origin in the United I
States of America or Switzerland shall in no case be subject in the other country,
iii regard to the matters referred to above, to any duties, taxes or charges other or
higher, or to any rules or famalities other or more burdensome, than those to 0 1
which the like products having their origin in any third country are or may here- "T|g
after be subject.

Similarly, natural or manufactured products exported from the territory of the
United States of America or Switzerland and consigned to the territory of the
other country shall in no case be subject, with respect to exportation and in "
regard to the above-mentioned matters, to any duties, taxes or charges other or
higher, or to any rules or formalities other or more burdensome, than those to
Which the like products when consigned to any third country are or may here-
after be subject.

Any advantage, favor, privilege or immunity which has been or may hereafter
be granted by the United States of America or Switzerland, in regard to the above-
mentioned matters, to a natural or manufactured product originating in any third
country or consigned to the territory of any third country, shall be accorded
ilImediately and without compensation to the like product originating in or con-
signed to the territory of Switzerland or the United States of America, re-
spectively.

ARTICLE XI

In the event that a wide variation occurs in the rate of exchange between the
currencies of the United States of America and Switzerland, the Government of
either country, if it considers the variation so substantial as to prejudice the in-
dustries or commerce of the country, shall be free to propose negotiations for the
modification of this Agreement or to terminate this Agreement in its entirely on
thirty days' written notice.
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AmIrcLE XII

The Government of the United States of Amriva or the Government of Switzer-
land, as the case may be, will accord sympathetic consideration to, and when re-
quested will afford adequate opportunity for consultation regarding, such repre-
sentations as the other Government may make with respect to the operation of
customs regulations, quantitative restrictions or the administration thereof, the
observance of customs formalities, and the application of sanitary laws and regu.
lations for the protection of human, animal, or plant life or health.

In the event that the Government of either country makes representations to
the Government of the other country in respect of the application of any sanitary
law or regulation for the protection of human, animal, or plant life or health, and
if there is disagreement with respect thereto, a committee of technical experts on
which each Government will be represented shall, on the request of either Gov-
ernment, be established to consider the matter and to submit recommendation to
the two Governments.

ARTICLE XIII

Except as otherwise provided in the second paragraph of this Article, the
provisions of this Agreement relating to the treatment to be accorded by the
United States of America and Switzerland, respectively, to the commerce of the
other country, shall not apply to the Philippine Islands, the Virgin Islands,
American Samoa, the Island of Guam, or to the Panama Canal Zone.

The provisions of this Agreement regarding most-favored-nation treatment
shall apply to articles the growth, produce or manufacture of any territory under
the sovereignty or authority of the United States of America or Switzerland,
imported from or exported to any territory under the sovereignty or authority
of the other country. It is understood, however, that the provisions of this
paragraph do not apply to the Panama Canal Zone.

The advantages now accorded or which may hereafter be accorded by the
United States of America, its territories or possessions, the Philippine Islands,
or the Panama Canal Zone to one another or to the Republic of Cuba shall be
excepted from the operation of this Agreement. The provisions of this paragraph
shall continue to apply in respect of any advantages now or hereafter accorded
by the United States of America, its territories or possessions or the Panama
Canal Zone to the Philippine Islands irrespective of any change in the political
status of the Philippine Islands.

The provisions of this Agreement shall apply to the Principality of Liechten-
stein as long as it is bound to Switzerland by a customs union treaty.

ARTIcLE XIV

The provisions of this Agreement relating to the treatment to be accorded by
the United States of America and Switzerland to the commerce of the other
country do not apply to advantages now accorded or which may hereafter be
accorded to adjacent countries in order to facilitate frontier traffic, and advan-
tages resulting from a customs union to which either tile United States of
America or Switzerland is now or may become a party, shall be excepted from the
operation of this Agreement.

Nothing in this Agreement shall be construed to prevent the adoption of mea-
sures prohibiting or restricting the exportation or importation of gold or silver,
or to prevent the adoption of such measures as either Government may see fit
with respect to the control of the export or sale for export of arms, ammunition,
or implements of war, and, in exceptional circumstances, all other military
supplies.

Subject to the requirement that there shall be no arbitrary discrimination by
either country against the other country in favor of any third country under like
circumstances, the provisions of this Agreement shall not extend to prohibitions
or restrictions (1) imposed on moral or humanitarian grounds; (2) designed
to protect human, animal or plant life or health; (3) relating to prison-made
goods; or (4) relating to the enforcement of police or revenue laws.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 297

ARTICLE XV

In the event that the Government of the United States of America or the Gov-
ernment of Switzerland adopts or changes any measure or practice which, even
though it does not conflict with the terms of this Agreement, is considered by the
Govermnent of the other country to have the effect of nullifying or impairing any
object of the Agreement, the Government which has adopted or changed any such
measure or practice shall consider such written representations or proposals as
the other Government may make with a view to effecting a mutually satisfactory
adjustment of the matter. If no agreement Is reached with respect to such
representations or proposals within thirty days after they are received, the
Government making them shall be free, within fifteen days after the expiration
of the aforesaid period of thirty days, to terminate this Agreement in its entirety
on sixty days' written notice.

ARTICLE XVI

The Government of the United States of America and the Government of
Switzerland reserve the right to withdraw or to modify the concession granted
on any article under this Agreement, or to impose quantitative restrictions on
any such article if, as a result of the extension of such concession to third coun-
tries, such countries obtain the major benefit of such concession and in con-
sequence thereof an unduly large increase in importations of such article takes
place: Provided, That before the Government of either country shall avail itself
of the foregoing reservation, it shall give notice in writing to the other Govern-
nient of its intention to do so, and shall afford such other Government an oppor-
tunity within thirty days after receipt of such notice to consult with it In
respect of the proposed action; and if an agreement with respect thereto is not
reached within thirty days following receipt of the aforesaid notice, the Gov-
ernment which proposed to take such action shall be free to do so at any time
thereafter, and the other Government shall be free within fifteen days after such
action is taken to terminate this Agreement in its entirety on thirty days' written
notice.

ARTICLE XVII

The purpose of this Agreement being to facilitate and increase trade, it is "J1
understood and agreed that If the United States of America should make effective
any measure with respect to the prevention of smuggling which the Government
of Switzerland should consider as restricting unduly or having the effect of re-
stricting unduly the legitimate importation of or trade in Swiss watches or "Hf
watch movements, the Government of the United States of America will give
most sympathetic consideration to any written representations which the
Government of Switzerland may make with respect thereto. If, within thirty O0
days after the receipt of such representations, no satisfactory understanding or ,all
adjustment has been effected, the Government of Switzerland shall have the right,
within fifteen days after the expiration of the aforesaid period of thirty days, to
terminate the Declaration annexed to this Agreement, or this Agreement in its
entirety, on sixty days' written notice.

ARTICLE XVIII
S a

The present Agreement shall be approved and confirmed by the President of b I
the United States of America by virtue of the Act of the Congress of the United
States of America approved June 12, 1934, entitled "AN ACT to amend the tariff
Act of 1930", and shall be ratified by the Swiss Federal Council with the consent
of the Federal Assembly of the Swiss Confederation.

Pending the exchange of the instrument of approval and confirmation and the
instrument of ratification which shall take place at Bern as soon as possible, the
provisionss of Articles I to XVII, inclusive, shall be applied reciprocally by the
United States of America and Switzerland on February 15, 1936, and thereafter
until the day on which the entire Agreement shall come into force.

The entire Agreement shall come into force thirty days after the day of the
exchange of the instrument of approval and confirmation and the instrument of
ratification. The Agreement shall continue in force until February 14, 1939, sub-
Ject to the provisions of Article VI, Article XI, Article XV, Article XVI and
Article XVII.

86697-49-pt. 1-20
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Unless at least six months before February 14, 1989, the Government of either
country shall have given to the other Government notice of intention to termi-
nate this Agreement on that date, the Agreement shall remain in force thereafter
subject to the provisions of Article VI, Article XI, Article XV, Article XVI and
Article XVII, until six months from the day on which the Government of either
country shall have given such notice to the other Government.

In witness whereof the respective Plenipotentiaries have signed this Agreement
and have affixed their seals hereto.

Done in duplicate, in the English and French languages, both authentic, at the
City of Washington, this ninth day of January, nineteen hundred and thirty-six.

For the President of the United States of America:
COrn)EL. HUuL [SEAL]

For the Swiss Federal Council:
MAnc Pzu [SEAL]

SCHEDULE 
I

Section A

Rate of duty

Swiss Tariff Description of Articles Swiss francs
Number per 100

kilograms

12 Rice in milled, husked or broken grains; groats and semolina of rice 4. 50
25 a1  Plums and prunes, dried or pressed, not pitted, in containers of all kinds

weighing 50 kilograms or more 5.-
25 a 3 Plums and prunes, dried or pressed, not pitted, in containers of all kinds

weighing less than 50 kilograms 10.-
EX 27 Apricots, dried or pressed, pitted 40.-

33 Raisins of all kinds, except Malaga:raisins and Denia-raisins in clusters I0. -

EX 44 b Preserved asparagus, in containers of all kinds weighing 5 kilograms or
less 40.-

EX 89 b Sardines pilchardss) and herrings in tomato sauce; preserved salmon: in
containers of all kinds weighing 3 kilograms or less 10.-

95 Lard 20.-
Note to 95; The supplementary duty of 20 francs per 100 kilograms is

suppressed.
101 b Preserved fruits of all kinds, including those in sughr or in alcohol, in any

type of container (including candied fruits); except those classified
under number 101 a 45.-

(102) Note to 102, Chewing-umn is admitted under this number at the rate of
80.-francs per 100 kilograms.

Ex 103 Shrimps, preserved 50.-
149 Bladders, intestines, rennet 2.-

Ex 184 Goat and kid leather, chrome-tanned 20.-
Ex 237 Douglas fir, for building and industrial purposes, sawn or split length-

wise or even completely squared, other than sleepers, vine-props and
hoop-wood 2.50

Ex 330 a Wallboards of vegetable fiber, regardless of condition or size 15.-
341 Cotton, raw 0.2D

Ex 522 Pneumatic tire casings and inner tubes of rubber, combined with metal
or fabric 20.-

Ex 541 Socks and stockings of natural silk 800.-
628 b Electrodes, unmounted, other than those classified under number 628 a 1.20
632 a Emery powder, carborundum, and other similar artificially made E

polishing and sharpening substances: broken up (in grains, powder,
etc.) 6.-

Electric refrigerating machines and apparatus, and parts thereof, weigh.ing each:
Ex 882 e -2500 kilograms and more 30.-
Ex 882 f -500 kilograms to less than 2500 kilograms 80.-
Ex 882g -100 kilograms to lea than 500 kilograms 150.-
Ex 882 h -less than 100 kilograms 200.-

Ex 882 1 Refrigerator cabinets of all kinds, without internal mechanism 80.- E
Oil-burners, and parts thereof, weighing each:

Ex 882 g -100 kilograms to less than 500 kilograms 120.-
Ex 882 h - less than 100 kilograms 180.-

890 b Typesetting machines for book printing and other graphic industries;
bookbinding machinery, other than printing-preses classified under
number 890 a 10.-

Passenger automobiles and chassis therefor, weighing each:
Ex 914 a - less than 800 kilograms 110.
Ex 914 b - 800 to 1200 kilograms inclusive 130.-
Ex 914 c - more than 1200 to 1600 kilograms inclusive 150.
Ex 914 d - more than 1600 kilograms 170.-

948 a' Typewriters and parts thereof 400-
948 a2  Cash-registers, registering accounting machine, and parts thereof 80.-

Calculating machines and parts thereof, weighing each:
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Section A-Continued

Rate of duty
Swiss Tariff Swiss FrancsNumber Description of ArticlesNumberper 100

kilograms

948 b I - more than 100 kilograms 300.-
948 b 2 - more than 20 to 100 kilograms inclusive 4iO.-
948 b a - more than 12 to 20 kilograms inclusive 600.-
948 b 4 - 12 kilograms or less -. 800.-

Note to 948: Stands for the above will be classified under position 784 b as
painted steel office furniture.

1065 a Coal-tar derivatives and auxiliary materials for the manufacture of ani-
line dyes, such as naphthalene, anthracene, carbolic acid (phenol),
toluol, benzoic acid, etc. 1.-

1129 Paraffin and ceresin, pure, unmanufactured 1.-
1130 Petrolatum 1.-
1132 a Lubricating greases, mineral 9.-

Section B

Swiss Tariff Annual Quotas
Number Description of Articleskilograms

Wheat
Rice in milled, husked or broken grains; groats and semolina of rice
Apricots, apples, pears, fresh, but not in bags or in bulk
Plums and prunes, dried or pressed, not pitted, in containers of all kindsweighing 50 kil..grams or more
Plums and prunes, dried or pressed, not pitted, in containers of all kinds

weighing less than 50 kilograms
Fruits, dried or pressed, pitted or stoned
Vegetables preserved in vinegar or otherwise, in containers of all kinds

weighing 5 kilograms or less, other than preserved tomatoes, but in-
cluding preserved asparagus

Lard

Note, The Swiss Government agrees that not less than ninety percent
of the total permitted importations of lard shall consist of lard origi-
nating in the United States of America. The annual quota thus
allotted to the United States shall be divided into four equal calendar
quarter quotas. Should any part of such quarterly quota not be
utilized, the unused portion thereof may be re-allocated to other
countries. If, however, an import permit issued to a given importer
has not been utilized within thirty days of its issuance, the Swiss
authorities agree to offer to the other importers entitled to import lard
from the United States the right to import, within thirty days, the
quantity stipulated in the said permit.

The Swiss Government will authorize the importation of lard
within three months after this Agreement comes into force.

Resinous wood, for building and industrial purposes, sawn or split
lengthwise or even completely squared, other than sleepers, vine-props
and hoop-wood

Wallboards of vegetable fiber, regardless of condition or size
Pneumatic tire casings and inner tubes of rubber, combined with metal

or fabric
Sbcks and stockings:

of natural silk (without special permit) 15
of natural or artificial silk 15 Total

Petroleum residues for heating purposes
Electric refrigerating machines and apparatus, and parts thereof
Oil-burners, and parts thereof

Passenger automobiles and trucks, and chassis therefor -

Radio apparatus, with or without cabinets
Note to 954 a: 800 quintals correspond to 5,600 radio sets, with or without

cabinets, provided that separately imported parts and accessories,
including tubes, will be charged against the quota in the proportion
of 100 kilograms equals 7 sets.

Benzine and benzol, for motors
)Kerosene
Mineral lubricating oils, unmanufactured

1,180,000
20,000
24,146

24,709

90% of
Swis
ports

11,000

10,00
total
Im-

"J'

CIO"T11

75,000
3,000

6, 912

30
300,000

2,821
280

Unit
4,812

100 kogram.
800

1
12
24 a
25a'

25 a

27
44 b

95

237

Ex 330 a
Ex 522

541

643 b
Ex 882 e/i
Ex 882 e/h

Ex 914 a/d

954 a

1065 b
1126 and
1126 a
1131 b

299

650,000
117,000
145,000
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United States
Tariff Act of

1930 Paragraph
Description of Articles Rate of Duty

NOTE: The provisions of this Schedule shall be construed and given
the same effect, and the application of collateral provisions of the ens-
,toms laws of the United States to the provisions of this Schedule shall
be determined insofar as may be prdcticable, as if eaoh provision of this
Schedule appeared respectively in the statutory provision noted in the
column at the left of the respective descriptions of articles.

In the case of articles enumerated in this Schedule which are subject
on the day of the signature of this Agreement to additional or separate
ordinary customs duties, whether or not imposed under the statutory
provision noted in the column at the left of the respective description of
the article, such separate or additional duties shall continue in force, sub-
ject to any reduction indicated in this Schedule or hereafter provided
for, until terminated in accordance with law, but shall not be increased.
Chloroacetic acid
Barbituric acids not specially provided for
Salts and compounds of barbituric acids, and combinations and mixtures

of any of the foregoing, not specially provided for
Salts and compounds of gluconic acid and combinations and mixtures of

any of the foregoing; digitalis glucosides, and ergotamine tartrate; all
the foregoing not specially provided for, whether or not in any form or
container specified in paragraph 23

Coal-tar products: All colors, dyes, or stains, whether soluble or not in
water, except those provided for in subparagraph (b) of paragraph 28

Artificial musk, not mixed and not compounded, and not containing
alcohol, when obtained, deriveal, or manufactured in whole or in part
from any of the products provided for in paragraph 27 or 1651

Heliotropin, not mixed and not compounded, and not containing alcohol,
when obtained, derived, or manufactured in whole or in part from any
of the products provided for in paragraph 27 or 1651

Perfume materials, not mixed and not compounded, not specially pro-
vided for, and not containing over 10 per centum of alcohol:

Geraniol
Hydroxycitronellal

Lead pigments: Pigments composed in chief value of suboxide of lead,
dry, or in pulp, or ground in or mixed with oil or water, not specially
provided for

Alsimin, ferrosilicon aluminum, and ferroaluminum silicon:
Containing 20 but not more than 52 per centum of aluminum, and

having silicon and iron as the other principal component elements
Not specially provided for

Alloys not specially provided for, used in the manufacture of steel or iron
and containing not less than 28 per centum of iron, not less than 18per
centum of aluminum, not less than 18 per centum of silicon, and not less
than 18 per centum of manganese

Testing machines for determining the strength of materials or articles in
tension, compression, torsion, or shear, having as an essential feature an
electrical element or device, and parts thereof; any of the foregoing,
finished or unfinished, wholly or in chief value of metal, and not
specially provided for

Steam boilers operating with water under forced circulation at a rate of
circulation at least eight times the rate of evaporation, and having com-
bustion chambers designed for a working pressure exceeding 30 pounds
absolute to the square inch, having as an essential feature an eletrical
element or device, and parts thereof; any of the foregoing, finished or
unfinished, wholly or in chief value of metal, and not specially provided
for

Laboratory instruments, apparatus or appliances, for determining the
strength of materials or articles ?i tension, compression torsion or
shear, and parts of the foregoing; any of the foregoing wholly or in chief
value of metal, and not plated with gold, silver, or platinum, finished
or unfinished, not specially provided for

Files, file blanks, rasps, and floats, of whatever cut or kind:
24 inches in length and under
Over 2Z and not over 44 inches in length
Over 4% and under 7 inches in length

11
.6

5 and 23

28 (a)

28 (a)

28 (a)

60

72

302 (j)

302 (o)

353

353

360

362
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24c per lb.
25% ad val.

25% ad val.

15% ad val.

40% ad val.,
but not less
than 3 f per
lb. and 22 %
ad val.

22i% ad val.,
and 7J per lb.

224% ad val.,
and 3W per
lb.

30% ad val.
22J% ad val.

3f per lb., but
not less than
15% nor more
than 30% ad
val.

140 per lb.
231 per lb.

12 % ad val.

20% ad val.

20% ad val.

20% ad vaL

20f per doz.
250

350,

I-
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SCHEDULE II-Continued

United States
I Tariff Act of Description of Articles Rate of Duty
1930 Paragraph

38'7 (a)

$0.90 each
$1.20 each
$1.35 each
$1.80 each

90V each
750 each

9 for each
jewel in ex-
cess of seven

500 for each
adjustment

500 each

Watch movements, and time-keeping, time-measuring, or time-indicat-
ing mechanisms, devices, and instruments, whether or not designed to
be worn or carried on or about the person, all the foregoing, if less than
1.77 inches wfde and not having more than 17 jewelS, whether or not in
cases, containers, or housings:

(1) If more than 1 inch wide
If more than 9io of 1 inch but not more than 1 inch wide
If more than 9o of 1 inch but not more than 9lo of 1 inch wide
If 94 o of 1 inch or less wide

(2) Any of the foregoing having no jewels or only one jewel:
If 94o of I inch or less wide
If more than 9-o of 1 inch wide

(3) Any of the foregoing having more than seven Jewels shall be sub-
ject to an additional duty of

(4) Any of the foregoing shall be subject for each adjustment of what-
ever kind (treating adjustment to temperature as two adjust-
ments) in accordance with the marking as provided in sub-
paragraph (b) of paragraph 367 to an additional duty of

(5) Any of the foregoing, if constructed or designed to operate for a
period in excess of 47 hours without rewinding, or if self-wind-
ing, or if a self-winding device may be incorporated therein,
shall be subject to an additional duty of

Provided, That the foregoing provisions shall not apply to any move-
ment, mechanism, device, or instrument which contains less than
seven jewels if such movement, mechanism, device, or instrument
contains a bushing or its equivalent (other than a substitute for a
jewel) in any position customarily occupied by a jewel.

Parts specified hereunder for any of the movements, mechanisms, de-
vices, or instruments provided for in paragraph 367 shall be dutiable
as follows:

(3) Each assembly or subassembly (unless dutiable under clause (1)
of subparagraph 367(c)) consisting of two or more parts or pieces
of metal or other material joined or fastened together shall be
subject to a duty of

except that in the case of jewels the duty shall be
and except that in the case of pillar or bottom plates or their

equivalent the duty shall be

and except that in the case of a balance assembly the duty shall be

No assembly or subassembly shall be subject to a greater amount
of duty than would be borne by the complete movement,
mechanism device, or instrument for which suitable, nor to a
less rate of Auty than

For the purpose of this clause a balance assembly shall be an
assembly consisting of a balance wheel, balance staff, and hair-
spring, with or without the other parts commercially known as
parts of a balance assembly. For the purpose of this clause
bimetallic balance wheels (not part of a balance assembly), and
mainsprings with riveted ends, shall each be considered as one

art or piece;
(4) Al other parts (except jewels and except those provided for in

subparagraph 367(c) (1) and (2)).
Jewels, suitable for use in any movement, mechanism, device, or instru-

ment, dutiable under paragraph 367 or paragraph 368, or in any meter
or compass

Dials for any of the movements, mechanisms, devices, or Instruments
provided for in paragraph 367, if such dials are less than 1.77 inches wide
and are imported separately

All cases, containers, or housings, designed or suitable for the enclosure
of any of the movements, mechanisms, devices, or instruments pro-
vided for in paragraph 367. whether or not containing such movements,
mechanisms, devices, or instruments, and whether finished or unfn-
ished, complete or incomplete, except such containers as are used for
shipping purposes only:

(1) If made of gold or platinum

.M31

M11-j

45% ad val.

55% ad val.

10% ad val.

2%0 each and
45% ad val.

750 each and
30% ad val.

301

2s for each
such part or
piece of ma-
terial,

90 instead of 20,

the rate pro-
vided in
clause (2) of
subpara-
graph 367(c)
instead of 2t

350 for the as-
sembly in-
stead of 20
for each part
or piece
thereof.

367 (c)

367 (d)

1367 (e)

387 (f)
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United States
Tariff Act of

1930 Paragraph

367

368 (a)

372

372

372

372

382 (a)

397

397

710

94 (b) (c)

W04 (b) (c) (d)

917

1114 (c)

1205

Description of Articles

(2) If in part of gold, silver, or platinum, or wholly of silver

(3) If set with precious, semiprecious, or imitation precious, or imita-
tion semiprecious stones, or if prepared for the setting of such
stones

(4) If of base metal (and not containing gold, silver, or platinum)

All articles provided for in paragraph 367, but not provided for heretofore
in this Schedule

Lever movements of plate and bridge type construction for clocks or other
time-keeping, time-measuring, or time-lndicuting mechanisms, de-
vices or instruments, 1.77 inches or more but not over 2 inches in
width as defined in subparagraph 367 (h), and having more than four
jewels; clocks and other time-keeping, time-measuring, or time-indi-
eating mechanisms, devices, or instruments containing such move-
ments; synchronous and subsynchronous motors of less than one-
fortieth of one horsepQwer valued at not, more than $3 each, not
including the value of gWrs or other attachments; mechisms, de-
vices, or instruments intended or suitable for measuring the flowage
of electricity; time switches; all the foregoing which are provided for in
paragraph 368 whether or not in cases, containers, or housings:

(1) If valued at not more than $1.10 each
Valued at more than $1.10 but not more than $2.25 each
Valued at more than $2.25 but not more than $5 each
Valued at more than $5 but not more than $10 each
Valued at more than $10 each

(2) Any of the foregoing shall be subject to an additional duty of
3) Any of the foregoing containing jewels shall be subject to an addi-

tional cumulative duty of

Jig-boring machine tools
Knitting machines (except full-fashioned hosiery and circular knitting

machines), finished or unfinished, and not specially provided for
Hydraulic reaction turbines and hydraulic impulse wheels, not specially

provided for

Machines not specially provided for, finished or unfinished, for determin-
ing the strength of materials or articles in tension, compression, torsion,
or shear

Aluminum foil less than six one-thousandths of one inch in thickness

Rivets, nuts, and washers, any of the foregoing having shanks, threads,
or holes not exceeding twenty-four one-hundredths of one inch in di-
ameter; screws, commonly called wood screws having shanks not
exceeding twelve one-hundredths of one inch in diameter; all the fore-
going composed wholly or in chief value of base metal other than iron
or steel, but not plated with platinum, gold, or silver, or colored with
gold lacquer, and not specially provided for

Screws, except those commonly called wood screws, having shanks or
threads not exceeding twenty-four one-hundredths of one inch in di-
ameter composed wholly or in chief value of iron, steel, or other base
metal, 'but not plated with platinum, gold, or silver, or colored with
gold lacquer, and not specially provided for

Cheese having the eye formation characteristic of the Swiss or Emmen-
thaler type; and Gruyere process-cheese

Cotton cloth, bleached, printed, dyed, or colored, weighing less than one
and two-thirds ounces per square yard and containing yarns the aver-
age number of which exceeds number 85, not woven with swivel attach-
ments

Cotton cloth, bleached, printed, dyed, or colored, containing yarns the
average number of which exceeds number 40, and woven with swivel
attachments

Knit underwear, finished or unfinished, wholly or in chief value of cotton
or other vegetable fiber, valued at more than $1.75 per pound, and not
specially provided for

Kit underwear, finished or unfinished, wholly or in chief value of wool,
valued at more than $1.75 per pound

Silk bolting cloth, not specially provided for

Rate of Duty

40* each and
30% ad val.

40 each and
30% ad val.

100 each and
25% ad val.

the rate or ratvs
of duty pre-
scribed in
paragraph
367

274 each
500 each
750 each
$1.50 each
$2.25 each
32 % ad val.

1240 for each
such jewel.

15% ad val.

27%% ad val.

15% ad val.

20% ad val.
110 per lb., but

not less than
20% nor more
than 40% ad
val.

30% ad val.

30% ad val.

70 per lb., but
not less than
20% ad val.

35% ad val.

35% ad val.

30% ad val.

&* per lb. and
30% ad val.

30% ad val.

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT
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SCHEDULE II--Continued

Description of Articles

1205

1205

1208

1301

1309

1413

1504 (a)

1504 (b) (3)

1529 (a)

1529 (a)

1529 (a)

Rate of Duty

45% ad val.

50% ad val.

35% ad val.

35% ad val.,
but not less
than 300 per
lb.

450 per lb. and
35% ad val.

20% ad val.

Woven fabrics in the piece, not exceeding thirty inches in width, whether
woven with fast or split edges, the fibers of which are wholly of silk,
yarn-dyed, whether or not Jacquard-figured, and valued at more than
$5.50 per pound

Woven fabrics in the piece, not exceeding thirty inches in width, whether
woven with fast or split edges, bleached, printed, dyed, or colored, but
not Jacquard-figured, the fibers of which are chiefly but not wholly of
silk, including umbrella silk or Gloria cloth

Knit underwear, finished or unfinished, wholly or in chief value of silk,
valued at more than $1.75 per pound

Single filaments of rayon or other synthetic textile, known as artificial
horsehair

Knit underwear, finished or unfinished, wholly or in chief value of rayon
or other synthetic textile, valued at more than $1.75 per pound

Stereotype-matrix mat or board valued at more than 1/45 of I cent per
square inch

Braids, plaits, laces, and willow sheets or squares, in chief value of straw,
chip, paper, grass, palm leaf, willow, osier rattan, real horsehair, cuba
bark, or manila hemp, and braids and plaits in chief value of ramie, all
the foregoing suitable for making or ornamenting hats, bonnets, or
hoods, and containing a substantial part of rayon or other synthetic
textile (but not in chief value thereof)

Men's Yeddo hats composed wholly or in chief value of unsplit straw,
blocked but not trimmed (whether or not bleached, dyed, colored, or
stained)

Braids (including braids or bandings made wholly or in part of braids,
but not including materials or articles provided for in paragraph 1504),
suitable for making or ornamenting hats, bonnets, or hoods, loom
woven and ornamented in the process of weaving, or made by hand,
or on a lace, knitting, or braiding machine composed wholly or in
chief value of rayon or other synthetic textile, or of yarn, threads, or
filaments other than cotton, valued at more than $1 per pound

Insertings, edgings, gajloons, flouncings, and all-overs; articles in chief
value of one or more of the foregoing, except articles of wearing apparel
not specified by name in this provision; curtains, panels, paneling,
valances, sheets, pillowcases, bedspreads, bolster cases, bed sets, mats,
doilies, rounds, ovals, oblongs, squares, motifs, bureau or table scarfs
and sets, piano scarfs, chair back and chair arm covers, antimacassars,
table cloths, napkins, bridge or luncheon sets, handkerchief cases,
glove cases, handbags, purses, collars, cuffs, collar and cuff sets, Jabots,
yokes, plastrons, aprons, and boudoir caps: all the foregoing, finished
or unfinished, however, described and provided for in paragraph
1529(a), which are embroidered or tamboured and which are wholly
or in chief value of cotton

Provided, That this provision shall not apply to laces, lace fabrics, and
lace articles, made in any part on a lace machine, nor to articles or
materials embroidered or tamboured in any part by hand or otherwise
than with the use of multiple-needle, Comely, or Bonnaz embroidery
machines (except that the edges may be embroidered with the use of
other machines); but no article or material shall be excluded from this
p rovision by reason of the incidental ornamentation thereof by hand

y means of spider work, faggoting, or similar stitches, extending across
openwork resulting from the removal of a part of the fabric.

Insertings edgings, balloons, flouncings, and all-overs, any of the fore-
going which are burnt-out laces, and finished or unfinished articles in
chief value of one or more of the foregoing; all the foregoing, however
described and provided for in paragraph 1529 (a)

60% ad val

60% ad val.

303

United tates
q930arh of1930 paragraph

240 per lb.,
but not less
than 223%
not more
than 45% ad
val.

$3.50 per doz.,
but not less
than $1.75
per doz. and
25% ad val.

$1 per lb., but
not less than
45% nor more
than 90% ad
val.

'gi

;1:

0,"T11
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SCHED17LE Il-Continued

United States
Tariff Act of

1930 Paragraph
Description of Articles Rate of Duty

Handkerchiefs, wholly or in part of machine-made lace; handkerchiefs
embroidered (whether wit ha plain or fancy initial, monogram, or
otherwise, and whether or not the embroidery is on a scalloped edge),
tamboured, appliqued, or from which threads have been omitted,
drawn, punched, or cut, and with threads introduced after weaving to
finish or ornament the openwork, not including one row of straight
hemstitching adjoining the hem; any of the foregoing, finished or un-
finished, which contain no handmade lace and which are not em-
broidered or tamboured in any part by hand:

Composed wholly or in chief value of cotton

Composed wholly or in chief value of vegetable fiber other than
cotton:

If finished and valued at 80 cents or more per dozen

If unhemmed and without any finished edge, and valued at 45
cents or more per dozen

Turn or turned boots and shoes, made wholly or in chief value of leather,
not specially provided for

Music boxes and parts thereof, not specially provided for
Preparations for flavoring or seasoning food, in chief value of yeast extract,

containing no alcohol, and not including sauces
Bolting cloths composed of silk, imported expressly for milling purposes,

and so permanently marked as not to be available for any other use

1529 (b)

1530 (e)

1541 (a)
1558

1626

DECLARATION

With a view to cooperating with the Government of the United States of
America in its efforts to suppress the smuggling of watches and watch move-
ments, the Government of Switzerland will establish and maintain with the
collaboration of the appropriate organizations of the Swiss Watch Industry,
the following system of regulation of the exportation of watches and watch move-
ments from Switzerland to the United States:

1. Watches and watch movements other than those purchased at retail
may not be exported from Switzerland to the United States except under
export permits issued by a Swiss watch organization to be designated by
the Government of Switzerland. Such permits shall be visited by the Swiss
Customs Authorities when the shipments are exported from Switzerland
and shall be delivered to the appropriate American Consulate in Switzerland.
The export permit shall be substantially in the form attached hereto.

2. Watches and watch movements destined for the United States shall
be exported through the Swiss Custom House at the place or places to be
designated by the Swiss Customs Authorities, for direct shipment to the
United States.

3. Watches and watch movements exported from Switzerland to the United
States shall be permanently marked with a distinguishing mark distinct
for each importer in the United States. Current lists of such marks, and
the names and addresses of the persons to whom allocated, shall be furnished
by the Swiss Government to the American Legation at Bern. However, such
mark shall not be required in the case of watches or watch movements
which are or may hereafter be permitted to be legally imported into the
United States without marking.

4. The appropriate organizations of the Swiss Watch Industry will take
such measures as are necessary to insure:

(a) that their members keep regular accounts, periodically audited, and
that they furnish complete information to a central organization in Switzer-
land regarding their exports of watches and watch movements to the United
States, in particular, the dates, quantities and values of their shipments, the
style of their products, the names of the suppliers of the exported articles,
and the names of the importers in the United States; and

(b) that infringements of this system of regulation of exports are pull-
ished in accordance with the conventions of the Swiss Watch Industry;
it being understood that one of the penalties to be imposed shall be the

temporary or permanent refusal of export permits for future shipments tO
the United States.

304

2e each and
30% ad val.

20 each and
30% ad val.

2f each and
30% ad val.

10% ad val.
20% ad val.

12 i% ad val.

Free

i-
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5. Upon request through the appropriate channels, the Swiss watch organi-

zation which is designated by the Government of Switzerland for the issu-
ance of export permits will furnish information to the American Customs
Authorities regarding the smuggling or suspected smuggling into the United
States of watches and watch movements.

6. The Swiss watch organization which is designated by the Government
of Switzerland for the issuance of export permits will, after due warning,
refuse to issue export permits for the shipment of watches and watch move-
ments for the account of any person in the United States if there is probable
cause to believe that such person has smuggled or is engaged in the smug-
gling of watches or watch movements into the United States and if such
person has refused to permit a duly accredited customs officer of the United
States to inspect his stock or records pertaining to such merchandise or the
purchase or importation thereof.

The system of regulation of exports described above shall be put into operation
on May 1, 1936, and shall continue to operate as long as the trade agreement
remains in force, subject to the provisions of Article XVII of the said trade
agreement.

Form of Export Permit for Watches and Watch Movements

Mr.------------------------------ ------
(Name of Exporter)

residing at --------------------------------------------- Switzerland,
applies for an export permit for a shipment to the United States as described
below.
Consignee: goods sent to----------------------

(Name and address)
Ultimate consignee - -----------------

(Name and address)
Country of origin: SwrrzELA"N
Nature and quantity of the goods (as described in the U. S. A. Customs tariff)__ "!
---------------------------------------- ------------------ - J
Value of the goods sent ---------------------------------------------

(in Swiss francs)
Goods exported from Switzerland through: "j1g
For importation into the U. S. A. through port of: I I
Marks and numbers on case or parcels------------------ --------
Signature of exporter ----------------------------

(Seal) .ji
Date -_ - ---

La Chaux-de-Fonds, --------------- 19 .....
(Sw m ) 01

THz Swiss WATCH CHAMBER OF CoMM]aCE
-------------------------------- -T1

(Seal)
Visa of the Swiss Customs
Authorities at

(Seal)
WHEREAS such modifications of existing duties and other import restrictions

and such continuance of existing customs and excise treatment as are set forth $ I
and provided for in the said Agreement and the two Schedules thereunto an-
nexed are required and appropriate to carry out the said Agreement;

WHEREAS it is stipulated in Article XVIII of the said Agreement that the
Agreement shall be approved and confirmed by the President of the United States
of America, by virtue of the Act of the Congress of the United States of America
approved June 12, 1934, entitled "AN ACT To Amend the Tariff Act of 1930", and
shall be ratified by the Swiss Federal Council with the consent of the Federal
Assembly of the Swiss Confederation, and that the entire Agreement shall come
into force thirty days after the day of the exchange of the instrument of ap-
proval and confirmation and the instrument of ratification;

AND WHEREAS the said Agreement has been formally approved and confirmed
by the President of the United States of America;

AND WHEREAS It is further provided in the said Article XVIII that pending
the exchange of the instrument of approval and confirmation and the Instru-
DIent of ratification, the provisions of Articles I to XVII inclusive shall be ap-
plied reciprocally by the United States of America and Switzerland on February
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15, 1936, and thereafter until the day on which the entire Agreement shall come
into force;

Now, THEREFORE, be it known that I, Franklin D. Roosevelt, President of the
United States of America, acting under the authority conferred by the said
Tariff Act of 1930, as amended by the said Act of June 12, 1934, do hereby pro-
claim the said Agreement including the said Schedules and Declaration to the
end that the provisions of Articles I to XVII inclusive may be observed and ful-
filled with good faith by the United States of America and the citizens thereof
on and after February 15, 1936, until the day on which the entire Agreement
shall come into force, pending the exchange of the instrument of approval and
confirmation of the President of the United States of America and the instru-
ment of ratification by the Swiss Federal Council, and that the entire Agreement
and every part thereof may be so observed and fulfilled on and from the thirtieth
day after the day on which the said exchange shall have taken place as pro-
vided for in Article XVIII of the Agreement.

Pursuant to the proviso in Section 350 (a) (2) of the said Tariff Act of 1930,
as amended by the said Act of June 12, 1934, I shall from time to time notify
the Secretary of the Treasury of the countries With respect to which application
of the duties herein proclaimed is to be suspended.

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused the seal of the
United States of America to be affixed.

DONE at the city of Washington this ninth (lay of January, in the year of our
Lord one thousand nine hundred and thirty-six, and of the Independ-

[SEAL] ence of the United States of America the one hundred and sixtieth.
FRANKLIN D ROOSEVELT

By the President:
CORDELL HULL

Secretary of State.

[Supplementary Proclamation]

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION
WHEREAS, by my proclamation of January 9, 1936, I (lid make public the Trade

Agreement, including two Schedules and a Declaration, which, pursuant to Sec-
tion 350(a) of the Tariff Act of 1930 of the Congress of the United States of
America, as amended by the Act of June 12, 1934, entitled "AN ACT To Amend the
Tariff Act of 1930", I entered into on January 9, 1936, with the Swiss Federal
Council, in order that the provisions of Articles I to XVII, inclusive, of the said
Agreement should be observed and fulfilled with good faith by the United States
of America and the citizens thereof on February 15, 1936, and thereafter, until
the day on which the entire Agreement should come into force, as provided in
Article XVIII of the said Agreement, and that the entire Agreement and every
part thereof should be so observed and fulfilled on and from the thirtieth day
after the day of the exchange of the instrument of approval and confirmation
thereof by the President of the United States of America and the instrument of
ratification by the Swiss Federal Council as Is further provided in Article XVIII
of the Agreement;

AND WHEREAS the instrument of approval and confirmation of the President of
the United States of America and the Instrument of ratification by the Swiss
Federal Council were exchanged at Bern on May 7, 1936;

NOW, THEREFORE, be it known that I, Franklin D. Roosevelt, President of the
United States of America, supplementing my said proclamation of January 9,
1936, do hereby proclaim that the entire Agreement entered into by me with the
Swiss Federal Council on January 9, 1936, will come into force on June 6, 1936;
and I do hereby call upon the United States of America and all the citizens thereof
to observe and fulfill the said Agreement and every part thereof with good faith
on and from that date.

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused the seal of
the United States of America to be affixed.

DONE at the city of Washington this seventh day of May, in the year of our
Lord one thousand nine hundred and thirty-six, and of the Independ-

[SEAL] ence of the United States of America the one hundred and sixtieth.
FRANKLIN D ROOSEVELT

By the President:
CORDELL HULL

Secretary of State.
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EXECUTIVE AGREEMENT SERIES No. 193

TERMINATION IN PART
OF CONCESSION ON HANDKERCHIEFS

PROCLAMATION
BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

ISSUED NOVEMBER 28, 1940 PURSUANT TO
ARTICLE XVI OF THE REeIPROCAL TRADE AGREEMENT

BETWEEN THE UNITED STATES OF AMERICA
AND SWITZERLAND SIGNED JANUARY 9, 1936,

AND RELATED NOTES

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION

WHEREAS, pursuant to the provisions of section 350 of the Tariff Act of 1930,
as amended (United States Code, 1934 ed., title 19, section 1351), I entered into a
foreign Trade Agreement on January 9, 19361 with the Swiss Federal Council,
which Agreement I did proclaim and make public by my proclamations of
January 9, 1936 and May 7, 1936, and which agreement is now in force;

WHEREAS, Article II of the said Agreement provides as follows:
"Articles the growth, produce or manufacture of Switzerland enumerated

and described in Schedule II annexed to this Agreement shall, on their
importation into the United States of America, be exempt from ordinary
customs duties in excess of those set forth and provided for in the said
Schedule. The said articles shall also be exempt from all other duties,
taxes, fees, charges or exactions, imposed on or in connection with im-
portation, in excess of those imposed on the day of the signature of this
Agreement or required to be imposed thereafter under the laws of the
United States of America in force on the day of the signature of this
Agreement."

WHEREAS, Schedule II annexed to the said Agreement provides in part as
follows:

United States
Tariff Act of Description of Articles Rate of Duty

1930
Paragraph

1529 (b) Handkerchiefs, wholly or in part of machine-made lace; handkerchiefs
embroidered (whether with a plain or fancy initial, monogram, or
otherwise, and whether or not the embroidery is on a scalloped edge),
tamboured, appliqued, or from which threads have been omitted,
drawn, punched, or cut, and with threads introduced after weaving
to finish or ornament the open-work, not including one row of straight
hemstitching adjoining the hem; any of the foregoing, finished or un-
finished, 'which contain no handmade lace- and which are not em-
broidered or tambouped. in any part by hand:

Composed wholly or in chief value of cotton 20 each and
30% ad val.

Composed wholly or in chief value of vegetable fiber other than
cotton:

If finished and valued at 80 cents or more per dozen 2f each and
30% ad val.

If unhemmed and without any finished edge, and valued at 45 20 each and
cents or more per dozen 30% ad val.

WHEREAS, Article XVI of the said Agreement provides as follows:
"The Government of the United States of America and the Government of

Switzerland reserve the right to withdraw or to modify the concession
granted on any article under this Agreement or to Impose quantitative re-
strictions on any such article If, as a result of the extension of such concession
to third countries, such countries obtain the major benefit of such concession

2 Executive Agreement Series No. 90.

"tDI

I.1"1

* I
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and in consequence thereof an unduly large increase in importations of such
article takes place:
Provided, That before the Government of either country shall avail itself of
the foregoing reservation, It shall give notice in writing to the other Govern.
ment of its intention to do so, and shall afford such other Government all op-
portunity within thirty days after receipt of such notice to consult with it in
respect of the proposed action; and if an agreement with respect thereto
Is not reached within thirty days following receipt of the aforesaid notice,
the Government which proposed to take such action shall be free to do so at
any time thereafter, and the other Government shall be free within fifteen
days after such action is taken to terminate this Agreement in its entirety
on thirty days' written notice."

WEREAS, as a result of the extension to third countries of the concession on
handkerchiefs enumerated and described in the said item 1529 (b) of Schedule
II annexed to the said Agreement, countries other than Switzerland have obtained
the major benefit of the concession on certain articles enumerated and described
in the said item and in consequence thereof an unduly large increase in importa-
tions of such articles into the United States of America has taken place;

WEmaus, notice in writing has been given, and an opportunity for consultation
afforded, to the Government of Switzerland by the Government of the United
States of America of its intention to withdraw the concession on the said articles;

AND W'HgEAS, the Government of Switzerland has signified its agreement with
respect to such withdrawal;

Now, THEREFORE, be it known that I,* Franklin D. Roosevelt, President of the
United States of America, acting under the authority conferred by the said
section 350 of the Tariff Act of 1930, as amended, do hereby proclaim that my
proclamations of January 9, 1936 and May 7, 1936, in so far as they relate to
handkerchiefs enumerated and described in item 1529 (b) of Schedule II of the
said Agreement, are hereby terminated in part, effective January 1, 1941, so that
the rates of duty specified In the said item 1529 (b) shall apply, on and after
January 1, 1941, only to the following:

United States
Tariff Act of Description of Articles Rate of Duty

1930 Paragraph

1529 (b) Handkerchiefs, wholly or in part of machine-made lace; handkerchiefs
embroidered (whether with a plain or fancy initial, monogram, or
otherwise, and whether or not the embroidery is on spscalloped edge),
tamboured, appliqued, or from which threads have been omitted.
drawn, punched, or cut, and with threads introduced after weaving
to finish or ornament the openwork, not including one row of straight
hemstitching adjoining the hem; any of the foregoing, finished or un-
finished, which contain no handmade lace, which are not embroidered,
tamboured, or appliqued in auy part by haud, from which tnreads
have not been omitted drawn, punched, or cot by hamd, and having
no threads introduced by hand to finish or ornament the openwork:

Composed wholly or in chief value of cotton 2 each and
30% ad val.

Composed wholly or in chief value of vegetable fiber other than
cotton:

If finished and valued at 80 cents or more per dozen 2W each and
30 d Val.

If unhemmed and without any finished edge, and valued at 45 2 eh and
cents or more per dozen 30% ad val.

Prod'ded, That no handkerchiefs which were provided for in item 1529 (b)
of Schedule II of the Trade Agreement between the United States of
America and Switzerland, as proclaimed by the President of the
United States of America on January 9, 1936. shall be excluded from
classification under this item by reason of incidental handwork neces-
sary to finish the machine work or to mend or correct defects.

IN TESTIMONY WHEREOF, I have hereunto set my hand and caused the Seal of the
United States of America to be affixed.

[S.AL] DONE at the city of Washington this twenty-eighth day of November
in the year of our Lord one thousand nine hundred and forty, and of

the Independence of the United States of America the one hundred and sixty-
fifth.

FRANKLIN D ROOSEVELT
By the President:

COrEuL HULL
Secretary of State
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RELATED NOTES

The American Legation to the Division of Commerce, Swiss Federal Department
of Public Economy

No. 97 LEGATION OF THE
UNITED STATES OF AymucA

The Legation of the United States of America presents its compliments to the
Division of Commerce of the Federal Department of Public Economy and, under
instructions from the Secretary of State, has the honor to refer to previous cor-
respondence and personal conversations with regard to the intention of the
American Government to modify the Trade Agreement between the United States
of America and Switzerland with respect to the concession relating to handker-
chiefs included in Item 1529 (b) of Schedule II of the agreement.

In the light of representations received as a result of the public announcement
in Washington on March 29, 1940,2 of intention to withdraw, in part, the handker-
chief concession in the manner described in the Legation's note No. 87 of
April 1, 1940,' it is proposed to reword the concluding proviso attached to the
list of items remaining subject to the reduced rates of duty, as follows:

~Provided, that no handkerchiefs which were provided for in Item 1529 (b)
of Schedule II of the Trade Agreement between the United States of America
and Switzerland as proclaimed by the President of the United States of
America on January 9, 1936, shall be excluded from classification under this
item by reason of incidental handwork necessary to finish the machine
work or to mend or correct defects."

It is the intention of the Government of the United States to take action in
the near future, under Article 16 of the Trade Agreement, withdrawing the
handkerchief concession, in part, as stated in this Legation's note dated April 1,
1940, except that the proviso will be reworded as indicated in the second para-
graph of the present note. Although the modification in the handkerchief con-
cession will not be made effective until January 1, 1941, it is the intention of the
American Government to announce the modification immediately in order to 101
give importers as much advance notice as possible. Accordingly, the American
Government hopes that the Swiss Government will signify its agreement in the
next few days with respect to the modification in the handkerchief concession ,"I
proposed by the Government of the United States of America. But, in any
event, the American Government will feel constrained in the very near future
to take the action proposed in accordance with the provisions of Article 16..

In expressing the hope of the Government of the United States that a reply ,
to the foregoing may be received in the very near future, the Legation avails 01
itself of the opportunity to renew to the Division of Commerce of the Federal
Department of Public Economy the assurance of its high consideration. "rI

BERN. September 19, 1940.
To the

DIvIsIoN OF COMMERCE,
FEDERAL DEPARTMENT OF PUBLIC ECONOMY, "

Bern

The Division of Commerce, Swiss Federal Department of Public Economy, to
the Aincrican Legation

BFRN, October 4, 1940.
FEDERAL DEPARTMENT OF PUBLIC ECONOMY,

DIVISION OF COMMERCE.

The Division of Commerce of the Federal Department of Public Economy has
the honor to acknowledge the receipt of the note of September 19 last (no. 97)
from the Legation of the United States of America concerning the modification
of the clause concerning handkerchiefs (no. 1529 (b) of the American tariff)
contained in Schedule II of the trade agreement between the United States of

2 Federal Regsster, April 2, 1940 (vol. 5, no. 64), p. 1280.
I Not printed.
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America and Switzerland, signed on January 9, 1936, and to Inform the Legation
that it agrees with the proposal appearing on page 1 of the said note worded .

follows:
"Provided, that no handkerchiefs which were provided for in Item 1529 (b)

of Schedule II of the Trade Agreement between the United States of America
and Switzerland as proclaimed by the President of the United States of
America on January 9, 1936, shall be excluded from classification under
this item by reason of incidental handwork necessary to finish the machine
work or to mend or correct defects."

The Division of Commerce takes the liberty, nevertheless, of adding that ac-
cording to the opinion in Swiss handkerchief-manufacturing circles it would be
preferable in the text quoted above to replace the words "necessary to finish
the machine work or to mend or correct defects", by the following text:

"... necessary to finish the work done on the multiple-needle embroidery
machine or to mend or correct defects."

The Division of Commerce of the Federal Department of Public Economy takes
this occasion to renew to the Legation of the United States of America the
assurances of its high consideration.

To the
LEGATION OF THE UNrrIED STATES OF AMERICA,

Bern.

The Almerican Lepation to the Division of Commerce, Swiss Fedcral Department
of Public Economy

No. 100 LEGATION OF THE
UmTE STATES OF AMERICA

The Legation of the United States of America presents Its compliments to the
Division of Commerce of the Federal Department of Public Economy and has
the honor to state that the Legation did not fail to transmit to its Government
the contents of the Division's note dated October 4, 1940, expressing the Swiss
Government's acceptance of the proviso relating to handkerchiefs as set forth on
page 1 of the Legation's note No. 97 of September 19, 1940.

As regards the changes desired by the interested Swiss manufacturers, as set
forth in the Division's note of October 4, the Legation has been directed to in-
form the Swiss authorities that after careful and sympathetic consideration,
it has not been found feasible to adopt these suggestions for the following
reasons:

1. It is felt that the revised concession (as given in the wording of the
proviso contained in the second paragraph of this Legation's note No.
97 dated September 19, 1940) is sufficient to prevent handkerchiefs,
on which any substantial part of the ornamentation has been done by
hand, from being entered at the agreement rate.

2. If the purpose of the Swiss suggestion is to exclude from the scope of the
concession, handkerchiefs which are ornamented on machines, other
than multiple-needle machines, it is believed that there is a misunder-
standing as to the purpose of the proviso, which is simply to make it
clear that the words "which are not embroidered, tamboured or
appliqued in any4 part by hand", et cetera, do not exclude from the
concession such Incidental hand operations as are described in the
proviso. The Swiss proposal for amendment of the proviso would
not exclude handkerchiefs ornamented on machines other than mul-
tiple-needle machines from the benefit of the concession, if they have
not been ornamented or finished in any part by hand. Adoption of the
Swiss language would, however, create uncertainty as to the treatment
which would be accorded to such handkerchiefs when they had been
incidentally hand finished.

3. Past experience, in any event, does not Indicate that any important trade
could be developed under the concession in handkerchiefs ornamented
on machines other than multiple-needle machines. It is not believed,
therefore, that Switzerland would be particularly benefited by the
adoption of the suggestion regarding revision of the proviso, while
the wording might involve considerable adhinistrative' difficulty.

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT
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4. The suggestion that the word "machine" be administratively interpreted
to mean multiple-needle machine does not appear to be legally feasible,
as it is believed that such an interpretation would not be upheld by
the courts.

The Legation expresses its Government's most cordial appreciation of the co-
operation which the Swiss Government has given in this matter and would be
glad if it may now finally report the agreement of the Swiss Government to the
modification of the handkerchief concession pursuant to the formal notice of
intention to make such change in accordance with Article XVI of the Trade
Agreement.

The Legation avails itself of this opportunity to renew to the Division of
Commerce of the Federal Department of Public Economy the assurance of its
high consideration.
BERN, November 5, 1940.

To the
DIVISION OF COMMERCE OF THE

FEDERAL DEPARTMENT OF PUBLIC ECONOMY,
Bern.

The Divi8ion of Commerce, Swi8 Federal Department of Public Economy, to
the American Legation

BERN, November 14, 1940.
FEDERAL DEPARTMENT OF PUBLIC ECONOMY

DIVISION OF COMMERCE

The Division of Commerce of the Federal Department of Public Economy has
the honor to acknowledge the receipt of the note of the Legation of the United
States of America dated the 5th instant (no. 100) concerning the modification
of the provision respecting handkerchiefs (no. 1529 (b) of the American tariff)
contained in Schedule II of the trade agreement between the United States of
America and Switzerland, signed on January 9, 1936. The Division of Commerce
notes that for the reasons set forth in the above-mentioned note, the American
Government does not consider it possible to accept the proposals contained in "jI
the Division's note of October 4 last. These proposals having been presented
merely as suggestions, the Division of Commerce has the honor to state that the
Federal Council accepts the modification proposed by the Government of the
United States in conformity with Article XVI of the trade agreement of January Hj.
9, 1936. In view of the notes exchanged between the Legation of the United
States and the Division of Commerce, the text of the provision concerning hand-
kerchiefs (no. 1529 (b) of the American tariff) contained In Schedule II of the
trade agreement of January 9, 1936, will henceforth be worded as follows:

"1529 (b)
Handkerchiefs, wholly or In part of machine-made lace; handkerchiefs embroid-
ered (whether with a plain or fancy initial, monogram, or otherwise, and whether
or not the embroidery is on a scalloped edge), tamboured, appliqued, or from N
which threads have been omitted, drawn, punched, or cut, and with threads
introduced after weaving to finish or ornament the openwork, not including one
row of straight hemstiching adjoining the hem; any of the foregoing, finished ,
or unfinished, which contain no handmade lace, which are not embroidered, tam-
boured, or appliqued in any part by hand, from which threads have not been
omitted, drawn, punched, or cut by hand, and having no threads Introduced by
hand to finish or ornament the openwork:

Composed wholly or In chief value of cotton 20 each and 30% ad
val.

Composed wholly or in chief value of vege-
table fiber other than cotton:

If finished and valued at 80 cents or more 20 each and 30% ad
per dozen val.

If unhemmed and without any finished 20 each and 30% ad
edge, and valued at 450 or more per val.
dozen

"Provided, that no handkerchiefs which were provided for in Item 1529 (b)
of Schedule II of the Trade Agreement between the United States of America
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and Switzerland as proclaimed by the President of the United States of America
on January 9, 1936, shall be excluded from classification under this item by reason
of incidental handwork necessary to finish the machine work or to mend or
correct defects."

The Division of Commerce of the Federal Department of Public Economy takes
this occasion to renew to the Legation of the United States of America the
assurances of its high consideration.

FEDERAL DEPARTMENT OF PUBLIC ECONOMy
DIvISION OF COMifERCE

To the
LEGATTON OF THE UNITED STATES OF AMERICA,

Bern.

Mr. BROWN. The agreement can be terminated on 6 months' notice.
Mr. LYNE. I am glad to have that confirmation. That was my under-

standing, sir.
Senator LUCAs. That is true with any trade agreement, is it not?
Senator MILLIKIN. I think they usually run 3 years; Senator, with

the privilege after 3 years; and then there are some emergency clauses
that give you a shorter out if you take them.

Senator CONNALLY. It all depends on the particular agreement, as
to fixing the determination.

The CHAIRMAN. They have comparatively uniform duration: a life t
of 3 years, with a certain renewal, and certain termination provisions
in them.

Mr. LYNE. May Iproceed, Senator?
The CHAIRMAN. Yes, you may proceed.
Mr. LYNE,. As I stated, Senator, the United States entered World

War II against the Axis Powers in 1941. Immediately thereafter,
Waltham went to war. The importance and variety of the products
manufactured by Waltham in support of the war effort against the q
Axis Powers appears from the following partial list.

Aircraft clocks of four types.
Aircraft and camera techometers.
Chronometers of several types.
Compasses.
Base detonating fuzes, percussion fuzes, and mechanical times fuzes.
Pick counters.
Recording drift sights.
Remote-control cables. f
Rifle parts
Speedometers.
Compensating precision springs.
Watches for navigation, fire-control, railroad, and general military services.
Precision parts in wide variety.

As of February 28, 1945, when the war was drawing to a close,
Waltham's shipments of war goods totaled $28,458,000, and its un-
filled war orders stood at $9,688,000. r

Senator CONNALLY. May I ask a question there?
The CHAIRMAN. Senator Connally.
Senator CONNALLY. In manufacturing these products for war agen-

cies, did the company have to build up new machinery and new equip-
ment to do this?

Mr. LYN. Well, the machinery, Senator, could be procured from
other sources, as they procured their other machinery. They used their
skilled-force workers to apply that machinery to the precision work
in the war effort. They had to adapt some of those machines. They
had to bu some others. But the important thing was the skilled group 'I

of men who could make those machines operate and operate effectively
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Senator CONNALLY. Of course, the modifications of the machines and
the adaptations cost money, did they not?

Mr. LYNE. Yes, Senator.
Senator CONNALLY. That went into your bookkeeping arrangements

as to whether you were making any profits.
Ml. LYNE. Yes, Senator; and was subject to renegotiation. And

the watch-selling industries, we later found, were not subject to rene-
gotiation as to their profit. Those things took money. They also took
American watchmakers out of the watch market. It was impossible to
manufacture all American watch movement during the war. because
the entire facilities of every one of three companies, Elgin, Waltham.
and Hamilton, were requisitioned for the war effort.

Senator CONNALLY. Yes. Now, when the war was over, did you have
a loss, in retiring some of this equipment, some of these machines that
you had converted into war purposes?

Mr. LYNE. Yes, Senator, there was such a loss. I believe, though, in
fairness, in the situation. I should add that I think it was compensated
for by the payments made by the United States to Waltham for its
work. The great loss that we had, however, was that we were out of
the market, and our competitors hlad been in the market. Because the
flow of Swiss movements continued uninterrupted from Switzerland
(luring our war against the Axis Powers, and we were out of the mar-
ket. That was our great loss, resulting from our contribution to the
war effort.

Senator CONN.LLY. That is all. Mr. Chairman. 01
Mr. Lymi. I might add that no Government contract with Waltham

was ever canceled for failure to deliver as promised. In the matter of
quality, Waltham workers manifested a high standard of excellence.
For example, in 1943, the average Government watch shipped from.
Waltham gained or lost not more than 12 seconds a day, a much better ;01
performance than the rigid Government standards required, and some 11
were within plus or minus 3 seconds per day.

Because of this fact which I have mentioned, that American watch- C)
making plants were requisitioned in their entirety for national defense
during the-war effort, no American watches could be manufactured
for civilian use during the war period.

Senator LUCAS. Mr. Chairman, may I ask a question ?
The CHAIRMAN. Senator Lucas. N
Senator LUCAS. How long was that that they were completely out

of business? S. I
Mr. LYNE. That was from immediately after Pearl Harbor which,

as you know, was December 7, 1941, to VE-day, which was in the sum-
mer, I believe in July or August of 1945.

Senator LUCAS. And during that time you manufactured no
watches ?

Mr. LYNE. For civilian consumption. No American watch move-
ments for civilian consumption were manufactured. They were man-
ufactured for the armed forces.

In the years 1941 to 1948, to illustrate that, Senator, 60,000.000
Swiss watch movements were imported into this country. And when
the war ended in 1945, the American watchmaking industry faced the
need of converting from wartime work to civilian production, a task
made more difficult by the strongly entrenched position which the

86697-49-pt. 1-21
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Swiss importers had established in this country, during the period
when American watch manufacturers were devoting themselves ex-
clusively to the prosecution of the war effort.

In the year 1948, as I have stated before, 80 percent of all the watches
marketed in the United States contained movements manufactured
in Switzerland.

It will assist if we analyze very briefly the nature and effect of the
competition of Swiss watch movements with American watch move-
ments. The fundamental operation in the manufacture of a watch
is the manufacture of its movement. The movement is the heart of
any watch and contains all its working p arts. It is the workers who
create the movements who are the skilled precision workers of the
industry and of the United States. Watch assemblers do not manu-
facture watch movements in the United States, but import their move-
ments from Switzerland, with the single exception of Bulova, which
has recently commenced to manufacture part of its movements.

Senator MmLXN. Would you mind making that statement again?
Mr. LrNN. I say watch assemblers do not manufacture watch move-

ments in the United States, with the single exception of Bulova, which
has recently established a plant for the manufacture of watch move-
ments here in America, and which uses those watch movements thus
manufactured in America, together with watch movements manufac-
tured in Switzerland in the production of its watches, which are sold
here.

Senator MARTIN. Mr. Chairman, may I ask a questionI
The CHAIRMAN. Yes, Senator Martin.
Senator MARTIN. Can you tell us when the Bulova Co. started to

manufacture movements and the number of movements that they have
been able to produce each year?

Mr. LYNE. I sought to get that information by a painstaking reading
of the testimony before the other branch, Senator. That question
was asked, as I recall it, of one of the officers of the company. He did
not answer it. He is able to answer it, and I cannot. I am very
sorry, Senator, but that is the situation.

Now, I have finished with the movement, the heart of. the watch.
A movement may be converted into a completed watch either at the
place of manufacture or elsewhere, merely by dialing the movement
and inserting it in a case of precious or other metal, and making the
necessary adjustments, for accuracy before the watch is delivered to
the dealers for sale to the ultimate consumer. These completion op-
erations do not require anywhere near the skill which is'required in the
creation of the watch movement.

It is clear from what I have said that the manufacture of the move-
ment and the production of the finished watch, the casing, and so forth,
to which some of you gentlemen have adverted in your questions,
may be conducted in separate establishments or in the same establish-
ment, as economic conditions may dictate. Prior to 1936, the greater
part of the watches sold to the American public contained movements
which had been manufactured in the United States, and those watches
were American-made in all respects. That is not the situation today.
As is well known, the Swiss, with the natural talent that they have,
have become adept in the manufacture of watch movements, not only
so far as concerns the utilization of hand labor, but also in devising,
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producing, and using labor-saving machinery to make with precision
the minute pinions, gear wheels, and other parts necessary to make up
the finished watch movement.

In order to assure greater accuracy in the operation of a watch, it
has been found that the placing of jewels as bearings among the mov-
ing parts is highly desirable. These jewels in recent years have been
small pieces of synthetic sapphire, or ruby, which are concave, and
which have a tiny hole accurately bored in the center, so as to constitute
a bearing in which the moving part operates. An increase in the num-
ber of jewels in a watch is generally taken to indicate a greater ap-
proach to accuracy in its operation.

In 1936, as a result of the above-mentioned reciprocal-trade agree-
ment entered into between the United States and Switzerland, a low
basic tariff was established for watch movements having less than 19
jewels, although watch movements containing 19 jewels or more con-
tinued to pay a tariff much higher than the lower jeweled movements.

As a result, Swiss watch movements containing less than 19 jewels
could be and are imported into this country duty-paid at a price sub-
stantially less than the cost of a similar movement in this country.
In other words, the Swiss can manufacture in Switzerland a watch
movement, can pay the cost of transportation to New York City, can
pay the duty, and still have spent less that it costs with our higher
scale of wages to manufacture a watch movement in the United States.
And that presents a serious problem.

Senator MILIKIN. May I ask a question, Mr. Chairman?
The CHAIRNIAN. Yes, Senator.
Senator MILLIKIN. What is the life of a good watch?
Mr. LYNE. That is too difficult a question for me, Senator. It 'til

depends upon the particular watch. I don't know. I know thatI 'l
have the watch that was given to me when I graduated from high M1
school, and it still goes well. I would say 60 years. -j

Senator MILLIKIN. I asked you the question, because you said there .<:
were 60,000,000 Swiss movements brought in here during the war. 0
You have, with the sale of 60,000,000 movements, lost a pretty big
segment of the American market, I suggest, for a long period of time.
It might be interesting to know for just what period of time.

Mr. LYNE. Just from personal experience, as I say, I might state
that the watch that was given to me, was given to me in 1917, and ,
it is still a good watch.

Senator MARTIN. Here is one that was given to me in 1906, that
I carried through World War I, and it is I think, still a good watch.

And it was made in your State, Senator Lucas.
Senator SALTONSTALL. May I respectfully say, Mr. Chairman, that

here is one made in 1906, which was made in Senator Martin's State.
Mr. LYNE. Noblesse oblige I
Senator LUCAS. May I ask one question?
The CHAIRMAN. Yes, Senator.
Senator LUCAS. With respect to the 60,000,000 watches that were

imported here during the war over a period of years, how does that
compare with previous imports in a previous given number of years?

Mr. LY E. It was a tremendous increase, Senator Lucas; a tre-
Inendous increase.

The CHAIRMAN. Well, there was a tremendous increase in the pur-
chasing power of the American people, as a matter of fact.
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Mr. LYNE. That is true.
The CHAIRMAN. And everybody has from one to four watches now,

practically, in his household, taking it by and large. You find thenI
all around your house, if you look for them.

Mr. LYNE. That sounds like four chickens in every pot, Senator,
and two cars in every garage.

The CHAIRMA N. That may be a slight exaggeration. But you cani
find more than one in most American households.

Senator LuCAS. I think it is a fact, however, that during the time
of the war, when these watches were being shipped in here. at the
same time one of the great munitions factories of the world wa,
shipping all their munitions into Germany.

Mr. LyNE. I have heard that that is so. I wonder if I understand
the Senator's question. I have heard that the Swiss, being a neutral
country, and having the right to do so, supplied the Axis Powers as
well as supplying the Allied Powers.

Senator LuCAS. They were siding with the Axis Powers in doing
that.

Mr. LYINE. They did supply the Axis Powers as well as the Allied
Powers.

Senator Co.NNALLY. Was it not true that the military situation in-
creased very greatly the demand for watches?

Mr. LYNE. That is true, Senator.
Senator CONN.LLY. Every officer and most of the sergeants and

corporals had a wrist watch, did they not?
Mr. L-2NE. That is true, Senator.
May I proceed, Mr. Chairman?
The CHAIRMAN. Yes, sir.
Mr. LYNE. As a result of these conditions I have endeavored very

briefly to outline, the business of the watch assemblers has become
very lucrative, and many of them are reported by Moody's Industrial
Reports to have made very large profits.

The net income of one such corporation is reported by Standard
Corporation Records to have increased from $25,143 in 1940, to $1,182.-
845 in 1948. How many thousand percent that is anyone may figure
out.

Hamilton and Elgin both had less net income in 1948 than in 1940.
Less! And Waltham had a loss. The differential in cost favoring
the sellers of watches containing imported movements has been applied
not to lowering the prices paid by purchasers of watches in this couln-
try, but rather to large expenditures for radio and other advertising,
so as to popularize the watches containing Swiss movements, and thus
give them an advantage in distribution which American watchmakers
cannot afford.

The trustees take it as granted that the standard of wages and
living which American workers have achieved by a hard struggle
should not be lowered because the standards of wages and living in

other countries is lower. But a higher standard of wages and living
is completely illusory for a grup of workers who receive no wages;
and there cannot be any American watchmakers receiving any wages

unless the advantage in price which foreign manufacturers of watch
movements enjoy, as a result of this taken-for-granted higher Ameri-
can standard of wages and living is in some way counterbalanced.

Senator CONNALLY. May I ask a question there I
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The CHAIRMAN. Senator Connally.
Senator CONNALLY. Your company is in trouble, of course.
Mr. LYNE. Yes, sir.
Senator CO-NALLY. How about Elgin and Hamilton? They are

still doing business, are they not?
Mr. LynE. Hamilton and Elgin, I stated, made less in 1948 than

in 1940. The squeeze is on them. The assemblers made more. The
one that I just quoted made 3,000 percent more profits.

The president of Elgin testified that a 20-percent contraction of
sales would put him out of business. They made less than they made
before the war.

Senator CONNALLY. He is still in business, is he not?
Mr. LYNE. He is still in business; yes. sir. Unfortunately, we were

the marginal producer. Or, not we, but the company which we trus-
tees are endeavoring to reestablish, and which we hope to reestablish.
We were not concerned with the management of this company.

Senator CONNALLY. I am not against Waltham. I remember when
I was a very small boy. not big enough to carry a watch, my father
bought six Waltham watches at one time for the girls and my mother,
and so on and so forth. So it was about the first watch of any value
that I ever saw. But I was just curious to know why Waltham fails
and these others seem to be getting along.

Mr. LYNE. It failed because it was the marginal producer. There
may be many reasons for it, Senator. It may be that in New Eng- ""1
land-I didn't intend to go into this-we may have a disadvantage
from the standpoint of production and an advantage from the stand-
point of the well-being of the country, in that we pay somewhat higher
wages than are paid in other sections. It may be that we have had
mistakes in management.

As I say, our management has been under Mr. F. C. Dumaine and
Mr. Ira Gilden. It may be that mistakes were made there. That is
what erasers on pencils are for, as we used to say when we were
young, to correct mistakes. And that is what reorganizations are CI
for, to correct mistakes. ' "TI

We do not deny that mistakes were made. We say that should not
be a reason for executing the company, and it is a reason for reap-
praising the situation of the American watchmakers.

The foregoing situation, as you Senators know, has resulted in agi-
tation to equalize the cost of movements to American manufacturers
and assemblers. The trustees take no position upon this issue, except
to point out the necessity of preserving the capacity of American man-
ifacturers of watch movements as an important link in the chain of

national defense.
The Senate of the United States, represented by this committee, is

in a position to take suitable action for that preservation. Whether
that action is taken, or any equivalent action, does not of course con-
cern the trustees. Some action, of course, should be taken to pre-
serve this vital industry. That is their position. If the prior manage-
"Ient of Waltham made some mistakes-and, as I have said, that. ele-
ment has been assiduously nurtured for some reason or another-it
must be borne in mind that those now handling its affairs are not the
prior management of the company; and the lessons learned from
those mistakes cannot but help in the future, if a future there is to be.
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The trustees are not watchmakers, nor are they legislators. They
are trustees of the debtor corporation only because a United States
court believed them to be competent to appraise the problem of keeping
Waltham Watch Co. alive. And, if possible, to solve that problem.
Toward that end, they have done what three individuals could do, by
very intensive work in a period of less than 2 months. In that period
they have acquired considerable information concerning the watch-
making industry, which they have submitted to this committee. They
repeat, however, that their statement concerning the American watch-
making industry must be weighed by this committee as the testimony
of men upon whom a task has only recently been imposed, and upon
whom that task only temporarily rests.

I know my presentation has been inadequate, for those reasons and
also because of the fact that this is my first appearance before any con-
gressional committee of the United States of America. Experience
usually helps in those matters, I think.

The CHAIRMAN. We have been very glad to have you. And as I see
your picture, your company, as you very aptly put it, went to war
when we went to war.

Mr. LYNE. Yes, sir.
The CHAIRMAN. And your highly skilled workers were, of course,

diverted into the making of other things, that were essential then to
the prosecution of that war. And in the meantime, of course, there
were tremendous increases in the Swiss watch movements brought into
this country. Your difficulties were aggravated by virtue of the fact
that you were diverted from your main activity during this war period;
and I would assume that you have had some difficulty and some prob-
lem in recouping the necessary workers who, by reason of advancing
age, may have gone out of the active working pool in this field.

All the while, however, the watch producers have had generally very
high duties. And even with what reductions have been made, I think
it can be shown that duties are relatively high on watches or watch
parts, or watch works. It has seemed to me, both from prior hearings,
and from your statement today, which I think I can speak for the
committee in commending as a very good expression of this case as you
see it and as you know it from your experience, that yours is a problem
which would seem to lie in a field other than that of mere increase in
duties.

In other words, if you, or the American makers of watch works are
to have anything like assured protection, it must be through quotas,
or some other method than increase in duties. Because I think you e
would agree that these Swiss manufacturers could come in over almost
any reasonable duty that might be imposed. Do you not agree, gen-
erally I

Mr. Lyx. I do not dissent from the substance of your statement,
Mr. Chairman. I do agree with it heartily. And our position is that
one possibility is an escape clause. But we can do only 1 day's work t

at a time, any of us.
The CHAMAN. Geneva, of course?
Mr. LyNz. An thin that solves the problem would be satisfactory.
There is one t. ing ! wanted to emphasize. You gentlemen might

decide that this is not the only solution of the problem. You gentle-
men might well come to that conclusion. But the problem that has
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been presented here does exist. And you gentlemen might come to the
further conclusion: But this is not the proper way to solve it.

I agree with the Chairman's statement in its entirety; and it well
may be, as you have stated, that the imposition of a quota would solve
it. It may be that the issuance of an Executive order would solve it.
There are various methods of operation in the arsenal of democracy
which could solve it. It sould be solved. Whether it is to be solved in
this way or in another way is immaterial, so long as it is solved.

But all we can do, gentlemen, is to come before you; because this is
one of the means of solving it. We don't believe in passing the buck,
and we believe that the Senate of the United States does not, either.

Senator MILIN. May I ask a question, Mr. Chairman?
The CHAIRMAN. Senator Millikin.
Senator MuaN.q. What steps have you taken with the State De-

partment, for example, to attempt to get a renegotiation of this
agreement?

Mr. LY~m. As I say, I have been in this situation less than 2 months.
The State Department has been approached numerous times in the
past. If you are interested in that, Senator-I do not wish to make
a lengthy statement which would be a rehash-that is all stated, about
the efforts made with the State Department, which efforts were made
many years before we got into this picture at all. And those efforts,
according to the testimony before the lower branch of the Congress,
or I should say the "other" branch of the Congress-

Senator CONNALLY. Yes, you should correct that.
Mr. LYwE. Those efforts, according to that testimony, were not pro- :31

ductive. That is all I can answer. 0I
Senator SALToNsTALL. Might I say, on that, in answer to Senator ."J11

Millikin, that I personally have seen the present Secretary of State, I'TI
Dean Acheson, when he was Under Secretary, twice on this subject. I ;0I
have seen Mr. Clayton either once or twice. And I have had a number -l
of discussions, and have a very full file on our interviews and discus- -<:
sons with the State Department.

Might I, Mr. Chairman at the risk of extending this, and taking
advantage of being one oi your colleagues, reemphasize, a point, or
bring out a point, that Senator Millikin touched upon? And possibly
Mr. Lyne can give you the accurate information.

You speak of escape clauses. There is no escape clause in this watch
agreement with Switzerland, as I understand it.

Now, there is another point that seems to me very vital. Currency
exchange values were touched upon by Senator Millikin. I am not cer-
tain of the accuracy of this information, but in accordance with my
understanding as to relative currency values, the rate was changed once
against the United States, but when' the relative situation reversed
itself, and we made a request to Switzerland, that request was not
granted, and that rate has never been changed back again, even though
the relative values of the Swiss and United States currencies have
changed.

Now, I am not certain of the accuracy of that information, but I
do think it of value for this committee to consider.

The CHAMMAN. I think Switzerland is not a party to the Geneva
agreement.
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Mr. IY.NE. That is a fact, Mr. Chairman. And if I may explain
very briefly, so far as I can, what I believe Senator Saltonstall alludes
to: One of the reasons for the negotiation of the 1936 treaty, advanced
by those who were favoring the interests of importers and assemblers
of foreign movements into the United States, was this:

The United States had recently revalued its currency. We are all
familiar with that. At that time there was talk about the Swiss im-
porters and assemblers being thereby placed at a disadvantage. Within
a. relatively short time after the Reciprocal Trade Treaty of 1936, the
reciprocal-trade treaty between Switzerland and the United States
had been completed, Switzerland depreciated its franc to practically
the same extent that the United States had depreciated its dollar.

Was that what you had in mind, Senator?
The CHAIRMAN. Senator Lucas?
Senator L-Lc-Cs. I might make this additional statement with ref-

erence to the inquiry made by the Senator from Colorado. The Elgin
Co.. which is located in my State-

Senator BUTLER. And Nebraska.
Senator LUCAS. Well, that is just a sort of a detour, over there.
They filed a complaint in March 1944, with the State Department,

and no decision was reached on that until April 1946; and the action
taken at that time was, as I understand from the Elgin people. not
particularly effective. Just why they took 2 years to make that deci-
sion, I am not advised.
But I should like to ask the witness this one question: If it is not a

fact that in 1946, relative to the statement on quotas made by the dis-
tinguished chairman, we did enter into a temporary arrangement,
more or less of a gentleman's agreement, with Switzerland, to limit
the quotas to 7,700,000 watches, which was equivalent to the 1945 im-
portation of Swiss watches?

Mr. LYINE. My information indicates, Senator, that you are entirely
correct in the statement you have made.

Senator LUCAs. That is ny understanding; and one question that
I wanted to ask Mr. Thorp, when he returns was with respect to that

trade agreement which they had, which was more or less outside.
Mr. LYNE. It was set so high that it could not and did not solve the

problem. Its enforcement was also a matter of dispute and disagree-

nient in years even subsequent to that year.
Senator LUCAS. Well, my informant advised me that actually,

according to the United States import figures, and I have no way
of knowing whether this is correct or incorrect, total imports for

1946 were 9,655,000 watches. I do not know whether that statement

is correct, but I am now laying the foundation to make some inquiries

through Mr. Thorp when he returns to the stand.
Mr. LYNE. There is evidence that your statement is correct. That

evidence perhaps should be explored. There was further evidence

that subsequent to that setting of the quota, the imports from Canada

and Mexico of movements manufactured elsewhere than in Canada
and Mexico were greatly increased.

Senator McGRATH. Do you know whether or not American watch-

makers had exclusive access to the Government market during the war?

Or did the Armed Services also buy Swiss watches?
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Mr. LYNE. I believed the Armed Forces also bought Swiss watches,
Senator McGrath.

Senator McGRATH. Do you know how many watches were produced
for the Armed Forces during the period that the 9,655,000 Swiss
movements were brought into the United States?

Mr. LYNE. I do not. Of course, the Swiss were producing some
watches for the Allied powers, and some for the Axis powers during
that period.

Senator MCGRATH. The American watchmakers did not have an
exclusive control of that market.

Mr. LYNE. They did not.
Senator McGRATH. And you say you do not know how many

watches actually were produced by American manufacturers for
the Armed Services?

Mr. LYNE. I do not have that figure. I have given you the figure
of the total of orders placed by the Government, and that took up
the entire capacity of Waltham.

Senator MCGRATh. Dollar figures?
Mr. LYNE. Dollar figures, yes. I do not have the break-down on

that, Senator.
Senator McGRATH. Are you prepared to say that a percentage of

increase in duty, if that were to be the solution, would be helpful
in solving the Waltham problem?

Mr. LYNE. Any increase in duty which, on investigation by an
impartial body, such as the Tariff Commission, establishes the amount
Iy which the Swiss have ain advantage at the border of the United
States would be helpful. That is, the difference of the cost of the
manufacture of a watch movement in the United States and its cost
of manufacture in Switzerland, plus the transportation to the United I
States, plus the duty to the United States, anything which would aid ;01
in filling that (rap. iI.

Senator Mc(RATII. Has the industry, the three companies you have<
mentioned, discussed between themselves what increased duty they C
would ask for if they were appearing to lay this case before the Tariff
Commission?

Mr. LYINE. The trustees have not, because we have been in it less
than 2 months.

Senator MCGRATH. Do you know what the view of the other manu-
facturers is?

Mr. LYNE. I do not, Senator.
Senator MCGRATIL I note here, from the testimony before the House.

that the trade balance between the United States and Switzerland is
21/2 to 1 in favor of the United States. Are you familiar with that?

Mr. LYNE. I believe that your figures are correct, Senator; or they
are surely substantially correct.

Senator MC(iRAT11. It was stated here that it was just the opposite;
that it was something like 3 to 1 against us.

Mr. LYN-E. That isn't my information.
Senator MCGRATH. Mr. *Chairman, I think it might be appropriate

if reference was made in the Senate record to the trade balance as
set forth on page (42 of the hearings before the House on the exten-
sion of the Reciprocal Trade Agreements Act. That, of course, is
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figures on all imports and exports, and has nothing particularly to
do with the watch situation.

The CHAIRMAN. Yes. We will be pleased to do that.
(The information referred to is as follows:)

Imports from Swiss exports Imports from Swiss exports
UitedtStfromto United United States to United

United States States States

Franc Franc Franc Fanc
1938 125, 300,000 90,700,000 1944 ----------------- 21,200,000 140,800,000
1939 ---------------- 132,700,000 129,700,000 1945 --------------- 135, 800, 000 385,300,000
1940 ---------------- 199,200,000 139,900,000 1946 ---------------- 547,800,000 453, 300, (o )
1941 ------------------ 151,300,000 108,000,000 1947 ------------- 1,026,842,000 394,750, (m,
1942 ------------------ 235 300,000 102,200,000 1948 (first 9 months) -- 747,400,000 314,900,000
1943-----------------56, 400,000 152,800,000

Mr. LYN-E. Senator McGrath, getting down to the fundamental of
your question, as to whether the Swiss furnished us with watch move-
ments too during the war, the issue that I think is the important issue
there, which is important to me, at least, as a citizen, and apart from
my capacity as a trustee, is that we must have manufactures of watch
movements here. Switzerland is not far from the iron curtain, and
bombers could very easily get over there. We have to have a source
of supply here.

Senator MCGRATH. I understand that.
Do you know whether the three American companies that you have

made reference to have made any purchases from Switzerland, either
of completed works, or any parts of works?

Mr. LYNm. The American companies have made no purchases of
completed works or parts of works from Switzerland, with the single
exception of the Bulova situation, to which reference has been made.
None of the other American companies has, so far as my information
goes.

The CHAIMMAN. May I ask, Mr. Lyne: You have not stated the
capacity production of the three companies that produce complete
watches here and do not import from Switzerland. Can you give us
the capacity production with reference to Waltham?

Mr. LyNz. I do not have that here. I can send it to you, but I do
not carry those figures in my head.

The CHAnmAN. Perhaps some of the other witnesses will have
that.

Mr. LyrE. I think they will. I should not want to volunteer some-
thing on which I am not informed.

Senator LUCAS. Right on that point, I would like to ask the witness
a question which I was getting ready to propound to him a moment
ago.

With respect to the Waltham Co., I think you testified a short time
ago that you employ 2,300 men.

Mr. LYNm. Yes.
Senator LUCAs. Are they all engaged at the present time in mak-

in watches?
r. LyN. They are not. They are out of work. They are weeiv-

ing unemployment compensation from their Commonwealth.
Senator LucAs. How many?
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Mr. LYRE. All excepting a skeleton force necessary to guard the
plant and protect it against vandalism, a skeleton force of salesmen
to pick up the threads, and a small group which is endeavoring to
continue the repairing and servicing.

Senator LucAs. Were these 2,300 men employed when the petition
was filed for bankruptcy?

Mr. LYNE. They were employed at the time the petition was filed,
sir. The petition was filed on December 28, 1948. They were em-
ployed at that time, during that workweek. On the following day,
December 29, the board appointed three disinterested trustees. The
disinterested trustees faced a situation where they did not have one
nickel to rub against another, literally. That is, creditors had liens
upon all the tangible assets by way of mortgages, and had a factor's
lien which covered cash and intangibles and receivables. So the
trustees were without funds even to pay for that current week; and
with some difficulty, they were able to procure the authority of the
court to issue $350,000 par value of trustees' certificates, so that the
work people would be paid for the week which they had practically
completed at the time the petition was filed.

Senator LUCAS. Well, up to the time the petition was filed, you
testified, the 2,300 men were employed. Had they been continuously
engaged in the watchmaking business up to that time?

Mr. LY -. Yes, sir.
Senator LUCAS. All right. Now, what was the company's condition

with respect to the orders that you had on hand at the time you went
into bankruptcy?

Mr. LYNE. That was one thing that caused the company's failure,
Senator. We had 80,000 completed watches, cased and dialed. I am
using round figures. We had 85,000 completed movements; that is, il
movements that were not dialed, not cased. That left 165,000 watches.
We couldn't sell them in competition with the others. And because of
that fact, because we had piled up inventory-a not uncommon cause
of financial embarrassment-and because those watches were there
and they hadn't moved, and we couldn't sell them against this well-
advertised competition, and we didn't have the money to advertise "II
them in order to sell them, we were left with plenty of watches, but no
time to do anything.

Senator MILLIKIN. Mr. Chairman, I have a tabluation prepared by
the Tariff Commission, which I shall ask to put in the record.

But I notice some rather interesting figures on it, and I shall only
refer to a few of them.

In terms of the ratio of United States consumption of domestic
watches to apparent consumption, in 1941, we produced 37 percent of
the apparent consumption; in 1942,22 percent; in 1945, 10 percent; in
1946, 14 percent; in 1947, 22 percent.

And, Senator Lucas, the figure of this tabulation also confirms your
figure of 9 655,000 imported watches in 1946. Then that goes down to
7,757,000 in 1947, and goes up again to 9,045,000 in 1948.

Mr. Chairman, I ask that the tabulation be put into the record.
The CHAnuMAN. Yes; I intended to put this into the record.
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(The tabulation referred to is as follows:)

Jeweled watches: United States production, exports, imports, apparent coutrnp.
tion, and ratio of United Ntates eon.imiption of domestic waters to appar-ent
consumption, 1981-42 and 1945-48

[Quantity in thousands]

Ratio of United

States con-Apparent sumption of

Year I Production Exports Imports consump- domestic
tion 2 watches to

apparent con-
sumption

Percent
1931-35 average ------------------------ 876 3 770 1,643 53
1936 --------------------------------- 1,841 23 2,222 4,040 45
1937 --------------------------------- 2,156 38 3,124 5,242 40
1938 --------------------------------- 1,388 16 2,387 3,759 37
1939 --------------------------------- 1,819 25 2,919 4,713 38
1940 --------------------------------- 2,227 29 3,536 5,734 39
1941 --------------------------------- 2,583 45 4,301 6,839 :17
1942 --------------------------------- 1,583 72 5,293 6,804 22
1945 ---------------------------------- 982 41 9. 398 10, 339 10
1946 --------------------------------- 1,684 315 9,655 11,024 14
1947 --------------------------------- 2,368 546 7,757 9,926 22
1948 -------------------------------- () 199 9,045

t Years 1943, 1944. and 1945 not representative for United States production.
2 Apparent consumption is United States production minus exports, plus imports.
* Not available, but reported to be 5 to 10 percent less than 1947.

Senator McGRATH. Could you tell us what percentage of Wal-
tham's normal business was in clocks as distinguished from watches ?

Mr. LYNE. I couldn't, Senator. I can tell you it was a small per-
centage.

Senator McGRATH. A small percentage?
Mr. LYNE. A small percentage relatively; yes.
Senator McGRATH. D o I understand that you now have an appli-

cation before the Reconstruction Finance Corporation for financing
this compay?

Mr. LYNE. That is right.
Senator MCGRATh. And have they indicated that some relief with

respect to tariff would be desirable?
Mr. LYNE. We have not discussed the tariff with them. They have

protected themselves very adequately, - and justly so. That is, tcht.y
ave asked for a lien on all the assets, similar to the lien the banks now

have. They have also asked for a voting trust agreement; so that
they will control the management company, approval of management,
approval of the new stockholders. And (he new management will
determine policies. But they are not in yet.

Senator McGRATII. Did they question the bankability of a loan of
of this kind, because of the fact that this industry is probably a
dying industry by reason of foreign competition?

Mr. LYNE. They must have considered that. I can't tell what goes
on in the minds of any board of directors, including the Board of
the Reconstruction Finance Corporation. They must Save considered
its vital necessity to the welfare of the United States. They nut
have considered that other people are required to put $2,000,000 back
of them so that they will have that additional buffer of protection.
They must have considered all of those things.
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Of course, as I understand it, the Reconstruction Finance Corpora-
tion acts where the welfare of the United States requires action and
where other banking sources are not available. They act in the
performance of their duty. They have not acted yet. They have
committed themselves to do what we have stated, and I would be very
glad to tell you what they have committed themselves to do.

Senator McGRATii. I am interested to know what the plans are for
the rehabilitation of the company.

Mr. LYNE. The two principal elements in the rehabilitation of the
company are these, Senator:

(1) New management to correct the mistakes of management,
which have been underscored;

(2) Some arrangement by the United States Government to assure
that this industry vital to it will be permitted to obtain a reasonably
decent share of the American market.

Those are the two essentials in rehabilitation of this industry.
Senator Luc.ts. Do the allegations of your petition in bankruptcy

disclose that this foreign competition was a contributing factor to the
failure of the Waltham people ? Or do you know about that'?

Mr. LYNE. I know about it in this way, Senator: We did not file
the petition in bankruptcy, of course. We are disinterested trustees.
The comal)any filed the petition in bankruptcy. I shouldn't think
that would be in it, because you don't go into argument in pleading;
you state that you are in financial difficulties, and ask for relief under
chapter 10 of the Bankruptcy Act. But you dont write a novel wile.i
you write a pleading. As a matter of good pleading, I think that is
all that was stated there.

Senator LUCAS. I think, legally speaking, you are absolutely correct
that the main emphasis has been placed primarilv on the failure of :101
Waltham due to foreign competition. I thought'perhaps in a court
of equity you might have been able to prove that, or go into that situa- 1.
tion, without having it ruled out by His Honor on the bench.

Ifr. LYNE. I doubt if it would be the best of pleading to do it. C0'
The CHArRMAN. Any further questions? -li
Thank you, Mr. Lyne.
Mr. LYNE. Thank you, Mr. Chairman.
The (nA.wMAN. Senator Saltonstall'?
Senator SALTONSTALL. This is Mr. Walter Cenerazzo, Mr. Chair-

man, who is the ]ead of the Watchworkers Union of the country, which
includes under its jurisdiction Elgin, Hamilton, and Waltham.

The CHAIRMAN.i. All right, Mr. Cenerazzo. Will you state your
name and identify yourself, for the benefit of the record, please?

STATEMENT OF WALTER W. CENERAZZO, NATIONAL PRESIDENT,
AMERICAN WATCHWORKERS UNION

Mr. Ci&NERAzzcx Mv name is Walter W. Cenerazzo, Mr. Chair-
man. I am national president of the American Watchworkers' Union,
Waltham, Mass.

The CHAIRIMAN. I am sure you will deal with it Mr. Cenerazzo;
but I would like to have the figures on the capacity of these three
coin panies.

17r. CFNErmAzzo. I will give you those, Senator, approximately 3 mil-
lion watch movements a year.
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Before I start my prepared brief, Mr. Chairman, and gentlemen,
I believe there are some points that ought to be cleared up, here, in
view of Mr. Lyne's statement.

The CAMMMAN. Do you want to be interrupted while you are read-
ing your prepared statement, or would you rather finish that first?

Mr. CENmRAzzo. It is immaterial, Senator. It is up to you.
Senator McGrath brought out the point in talking to Mr. Lyne

concerning watch cases. Watch-case manufacture is completely dif-
ferent from watch-movement manufacture; and watch-movement
manufacture is what this whole argument is about. Watch-move.
ment manufacture is only done in America by Elgin, Hamilton, and
Waltham, in its entirety. Bulova, according to the testimony of its
own treasurer, started about 20 years ago, to start a watch-movement
plant in this country. Now, Mr. Bulova has had the advantage of
having the profits of Swiss watch imports to utilize in the develop-
ment of a United States watch-movement manufacturing plant; be-
cause that is chargeable as an expense under our income tax structure.

Whatever it costs to manufacture movements at Woodside, L. I.,
could be put into the gross operating expenses of the company.

The treasurer of that company testified that it took 8 to 10 years
before they could make a completed movement; and today I doubt if
that company makes, from my conversation with employees in front
of the plant who work at Bulova, over 500,000 completed movements
in that plant. And those movement are practically entirely 21-jewel
movements, where the duty is $10.75.

As far as those 21-jewel movements that Bulova makes are con-
cerned, it is cheaper for him to make them in this country, I should
imagine, than it is for him to import those movements. And if you
look at the number of movements which came into this country during
the year 1947, of 21 jewels or more, you will find that they number less
than 4,000 movements, out of the great many movements which came in.

Now, Bulova is in a position of having his imports come in to cover
the greatest number of sales, and he can charge off the cost of his
manufacturing facilities, his assembling facilities, and so forth, into
his operating expense.

In the table which I would like to present to the committee concern-
ing Bulova, you will note that the company's assets in 1940 were $11.-
444,620. At the year ended March 31, 1948, the company's assets
were $30,984,578. Its operating income was $2,860,964, back in 1940,
with sales of $14,707,895; and in the year ended March 31, 1948, its
sales are not stated, but its operating income was $9,231,113; and in
the previous year, 1947, sales amounted to $38,394,080, while the operat-
ing income was $6,805,092. Its net income for 1947 was $3,888,502,
and in the year ended March 31, 1948, $5,231,697.

I think that is important.
Senator MIMIKIN. Against what figure?
Mr. CENmiRAzzo. Against a 1940 figure of $2,015,171. And remem-

ber this: that the sales at that point, where they made the $2,015,000,
were $14,707,895.

Mr. Thorp, in his testimony of day before yesterday, brought out
that there were now going to be five movement manufacturers. Well,
really there are only three movement manufacturers in their entirety
in this country. There is a fourth man who can afford to go into this,
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because of his income-tax structure. I hope he produces two million
movements in this country. I want to see watch movements, as many as
possible, manufactured in this country, and I think Mr. Bulova de-
serves praise for the job that he has done in developing a watch-move-
ment-manufacturing company in this country. I only wish that all of
his sales, instead of just part, represented manufacturing done in this
country.

The CHAMMAN. Are you familiar with Bulova's plant in Switzer-
land?

Mr. CwERAzzo. No; I am not. I have never been to Switzerland;
but I have talked to men who have been in Switzerland.

The CHAIRMAN. Do you know the square feet of the plant they have
there?

Mr. CENERAZZO. No. That information is available in the Dun &
Bradstreet reports, sir.

The CHAIRMAN. Does it compare to the square feet of their plant inLong Island ?
Mr. CENERAZZO. That would not necessarily determine anything,

sir, because Bulova may get movements from more than one plant in
Switzerland.

The CHARMAN. I understand that, but I just wanted to see the
relative size of that.

Mr. CENERAZZO. I mean, I think you will find that Bulova's im-
ports must be at least on a ratio of 2 or 3 to 1, as compared to his do-
inestic manufacture. The fact remains that his treasurer did not
and would not give those figures, at the hearing before the Ways and :M1
Means Committee.

Now, I would like to come back to Mr. Thorp's statement. He says
there is a fifth plant starting. Now, the president of the Gruen Watch 1.'TI
Co. appeared before the Ways and Means Committee and made some
very extravagant statements, which Mr. Shernnan, in a brief which -j.
couldn't be put in as part of the hearings, but which was read on the
floor by Congessman Curtis of Nebraska, refuted. 0

This man, Katz, says he has a small pilot plant. Now, I can want to
start a watch plant in the United States, and I may have an idea and
may have blueprints; but until I actually manufacture movements, I
am not in a position to say what the cost of manufacture is in this coun-
try from my own personal standpoint as a manufacturer. I may
know from a survey of other plants, but I don't know from my own
actual experience.

Now, there is no Gruen watch-manufacturing plant in America.
They are assemblers. They have an assembly plant in its entirety in
Cincinnati. They have another, known as the Mount Vernon Watch
Co., in Mt. Vernon, N. Y. And they did some manufacturing there,
but just a small minute part, which I doubt would be over 1 percent of
their sales, at this plant.

Mr. Thorp is either mentally dishonest with himself, or something
is wrong with the man's thinking. I mean, he comes in here and says
that Hamilton and Elgin make more profit than they ever had pre- 6

war. That is not according to the facts. It isn't according to the
facts which were presented before the Ways and Means Committee,
the tables which I presented before that committee.
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Hamilton's profits were 7 percent less in 1947 than they were in
1940. Elgin's profits were 10 percent less in 1947 than they were in
1940. Elgin's postwar profits dont compare with 2 or 3 years of their
prewar profits.

When youtalk sales, I don't care what company in America you
take; if they produced a million units in 1940, you must figure that in
1947 or 1948 the cost of production will be double what it was in 1940.
The labor cost in the United States has gone up. Here we have
on the one hand an administration which is pledged to a wages-and.-
hours law which puts equality between the North and the South in
the cost of production. We have an administration which says, "We
are for collective bargaining." Collective bargaining brings what V

Since VJ-day we have put 45 cents per hour on the cost of manufac-
ture on most every company in the United States, and there has been
an increase in average hourly wages under collective bargaining as to
every manufactured product in America today. We have six paid
holidays. We have 2 weeks' vacation with pay. We have pension plans
which have been practically brough about through collective bargain-
ing throughout the United States. We have group insurance, unem-
lloyment compensation, social security. All of these benefits cost from
17 to 21 percent, in addition to average hourly wages; and all of this
has come about in this last decide, and it has been added to the cost
of manufacture in this country.

This administration says, "This is what we want in America. This
is the liberal way to do it." And we say, "Wonderful." Because it in-
creases the security of the employees. But on the other hand, that is
bound to be reflected in the cost of production, so that your total sales
costs today must necessarily be at least double what they were in 1940
for the same number of units.

Now, when you have your sales costs doubled, your break-even point
necessarily goes up much higher. And if you are going to make profits,
you have got to have a larger number of units, and that takes greater
w -1king capital. Where is that greater working capital going to come
fyfim? That is the problem which most manufacturers in America
liave to face. But the Swiss watch importer doesn't have that problem
to face, because of his great profits during the war years. And what
happens is that he has those assets and that cushion, and does not havc
to worry about it like the other domestic manufacturers of jeweled
watches do, as well as the other manufacturers in America.

The Hamilton Watch Co. last year borrowed $900,000 in order to
finance its accounts receivable. In other words, the cash assets of the
corporation were not sufficient to finance its accounts receivable.

I think that these are very important points, and that Mr. Thorp,
in his testimony, as well as every person who has testified from the
State Department, are failing to recognize these economic facts in their
anxiety to put across this program.

I am for reciprocal trade as well as anybody else. I happen to have
traveled through the countries of Peru, Chile, Argentina, Uruguay,
and Brazil, last January and February. I wanted to see for myself. I
had heard, before this committee and other committees, that the for-
eign worker was not as efficient as the American worker. I visited
plants. I went through textile plants, machine plants, silver-manu-
facturing plants in Peru, textile plants and machine shops in Argen-
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tina and Uruguay and Brazil and Chile. And I want to say, gentle-
men, that we are going to come to a rude awakening in American life
unless we come to a realization that we have got to run the tariff prob-
lem as scientifically as American business runs its operations. Because
we don't want to go back to logrolling on tariffs, but we have got to
have the necessary information on production costs.

I think it is a sad commentary on the state of this particular bill
before you when any Senator has to ask what the costs of production
are, from witnesses appearing from private industry or from a labor
organization.

The Tariff Commission should have the cost of production on any
article in America available to it in its files, and it should have the cost
of production of any article in any foreign country in the world. Then
we would have true scientific tariff making, so that we would know the
true differential between costs of production here and abroad.

A young lady from Fortune magazine came into my office the other
day. She was talking about this great one world that we should have.
And I agreed with this idea as an admirable objective. But I also know
that if you have a vision of a beautiful cathedral, a beautiful church-
and we all love a beautiful church-you have to first have an architect
(Iraw the plans, and then you have to build, brick by brick, until you
have that wonderful cathedral, that wonderful church, that you can
enter and worship God in. The same is true with the reciprocal trade
programs. We have to have an architect's plan based on scientific
knowledge, so that while we build the program we make sure that we
are protecting the opportunities and interests of American business and
American workers, while we are so doing. That is the failure, in my 'Im'
opinion, of the reciprocal trade program. We have not buttressed it,
with the correct scientific knowledge and the right type of industrial T11
engineering, the right type of marketing statistics, so that we would
know exactly where we are going in the future, as far as our cost of
production is concerned.

How can you say to American industry, "You shall pay all these Ci
increment benefits, running from 17 up to 21 percent. and you shall
pay similar average hourly earnings, whether your plant is in the North
or the South, or the East or the West"-and then allow a product to
come into this country, as in this case-and say that "foreign imports
(io not change the economic structure".?

Once they enter the American markets, they lost their label. How
can you allow those goods to come in as they are permitted to come in,
based on wages which are one-third to one-fourth the wages paid to
American labor, products made with efficient machinery, machinery as
good as ours-in fact its our machinery in many other countries of the
world? How can you allow it?

I went into a plant in Santiago, Chile, and I saw a man running three
Draper looms 72 inches in width. The man running those three
machines was getting 15 cents an hour; a unit cost of a nickel a ma-
chine, with less than an average of 5 percent down time.

In New Bedford, Mass., a man running a Draper loom runs one that
is about twenty-odd years old. It doesn't have an automatic shuttle.
He gets $1.45 an hour. So you have $1.45 an hour unit cost. with 20
percent down time, against a nickel per machine unit cost, with only
5 percent down time- Goods come off that machine, and they come
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into the same market. Who is going to compete or can compete with
such conditions I

All I am trying to point out is this: That what this country has to
do is something more than pour its dollars into other countries. It
has to do something more than buy the merchandise of other countries.
We have got to give to the peoples of the world leadership, virile lead-
ership, by giving to the countries of the world the format which made
the United States so great. And that format starts, gentlemen, with
the Bill of Rights in the Constitution of this country, which gives free-
dom of speech, freedom of religion, freedom to organize; so that we
can have a virile labor movement in all the countries of the world, so
that the workers of the world can sit down in collective bargaining
and get a share of the fruits of the productivity, so that they can have a
real standard of living, so that they too can buy an automobile, a
refrigerator, and the things that we have in our homes that make the
American standard of living.

But to make the rich richer by giving them our machinery and our
technical know-how, by allowing dictatorial government, by allowing
the Communist format to be expanded and the socialist format to be
expanded doesn't make a real standard of living for foreign workers.
It simply makes the rich richer, and the poor poorer.

And the trouble with our State Department is that we don't have
trained businessmen, that kind of hard, tough guys that have made
this country great, providing leadership, and seeing to it that we have
a capitalistic system abroad exactly like ours. We are the only coun-
try in the world that has a true capitalistic system by which investor,
management, and labor may share alike. And until we accomplish
that format, gentlemen, no reciprocal-trade program that you are
going to accept is going to give the workers of America a fair shake:
because all we are going to do is let outfits with American money go
into foreign countries, organize foreign corporations with American
machinery and know-how, and furnish as foreign export out of those
countries the goods which were formerly shipped out of the United
States. Under that approach, we allow goods to come into this coun-
try which are going to lower our standard of living and which are
going to cause a depression in this country.

This is from my own personal observation, and I say this to you:
that I want those human beings whom I saw to have the same standard
of living as do the workers of America. After all, I am only one
g generation removed from Italy. My father and my mother came to
these shores as immigrants seeking the opportunities of America.
And I want to say that I know that those people over there are en-
titled to what we have here, but they are not going to get it until
they have the architect's plan and are thereby enabled to build a
structure based upon our Bill of Rights and based upon our capital-
istic system.

And now I would like to go to my statement, if I may.
Senator Mnuma.ix. Mr. Chairman, may I ask one or two questions?
The CHAIRMAN. Senator Millikin.
Senator MUJIKIN. I would like to remind the witness that the

State Department, in testimony here on this same subject a year ago,
strenuously resisted the notion of considering the cost of production
abroad. One of their chief objections to considering the peril point
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was that the Tariff Commission might consider the cost of production
abroad.

Mr. CzN=Azzo. That is the answer to this thing. There is no
other answer than the cost of production. Once you eliminate that,
you are not proceeding on a businesslike basis.. Senator MmLauN. Well, is it not perfectly clear that once you elim-
inate that, you are not safeguarding American industry, including
the workingman?

Mr. CENERAZZO. You are not safeguarding the job opportunities
of American workers once you eliminate the cost-of-production fac-
tor in your foreign trade. Because you can't compete; it stands to
reason that you can t compete. When you have two manufacturers
with the same machinery, and one paying wages a lot lower than
the other, how can there be competition? What is the very purpose
of the wage-and-hour law? The very purpose of the wage-and-hour
law, with the effect which it has had as to southern mills, was to do
something about a situation in which plants were leaving the North
to go to the South. Now that you have in the South today a wage-
and-hour law and collective bargaining, the situation is changed. You
hear about a plant moving, but it doesn't go to the South. It goes to
Burma, China, or Puerto Rico, where they don't have the wage-and-
hour law. That is the answer to it; the cost of production is a definite
factor in the unit cost on the basis of which goods are sold.

Senator MnIKiN. Thank you very much.
The CHA=RMAN. All right, sir. You may go to your regular "u'

statement.
Mr. C'QzERAzzo. Today, and on several occasions previously, the

American Watch Workers Union has brought to the attention of the "I
Congress the pressing need for action to save the American jeweled- t.T1I
watch industry. We have presented, again and again, facts and argu-
ments showing that the American jeweled-watch industry is im-
periled by foreign competition, and we have urged, again and again,
that Congress act to keep the American jeweled-watch companies from C
being run out of business. "II

Today, our mission is slightly different. We are not opposing the
bill which is now being considered by this committee; we are simply
asking you as the elected representatives of the American people to
establish procedures by which we can have true reciprocal trade.

We are prepared to show in concise form the growing plight of
the American jeweled-watch companies. Our case is based on facts
and figures. we request that you, with these facts and figures before
you, take steps to satisfy yourselves that these facts and figures are
correct, and to obtain all other relevant information about the needs
of the American jeweled-watch industry.

If you report this reciprocal trade bill, we request that at the same
time you establish the necessary machinery for a thoroughly legisla-
tive investigation of the American jewele2-watch industry, the Swiss
watch importers, and the American watch market, and the disastrous
effect of Swiss watch-movement competition on the American jeweled-
watch industry.

It is not for me to tell you how to do this; I suppose you could create
a special subcommittee or perhaps-if you feel that the Tariff Com-
mission should have a voice in this investigation-you could follow
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the course adopted by this same Senate committee, on motion of
Senator Vandenberg. 12 years ago in connection with social security.

You will recall that in 1937, by action of the Senate Finance Coni-
mittee, a joint commission was established on social security, including
Senators. Social Security Board officials, and representative members
of the public. It did an extremely useful work, leading to amend-
ments of the Social Security Act, of 1938. In the sane way, a similar
investigating commission established by you now would do a very
valuable work leading to amendment of the trade agreement with
Switzerland.

We believe a similar investigating commission established by you
now would enable the peoples of the nited States to properly under-
stand the workings and administration of the Reciprocal Trade Act
as it is now administered, and believe me. it will be a revelation to
you all to find how little the interests of the American workmen and
their job opportunities are protected. We believe that such an in-
vestigating commission will once and for all clarify the issues con-
cerning the American watch market and will stop the hit-and-run
statements which the Swiss watch importers and their representatives
have so often made.

Such an investigating commission, after adequate hearings were
held, would ascertain honest. answers which would once and for all
convince the American people and you, their selected representatives.
that action should be taken to preserve this industry so essential to
national defense. We are a small national union. The three em-
ployers of our members do not have the funds of the Swiss watch
importers. It is a practical impossibility for the workers or the em-
ploye s of the American jeweled watch industry to offset the skillful
propaganda campaign of the Swiss watch importers. It is therefore
up to you to decide through such an investigating commission what
the answers are to these serious questions which are being raised in
this American watch market. Failure to do so on your part will be a
serious blow to our future. It will be a blow that will be directed
against the national defense of our country as well as the job oppor-
tunities of American watch workers. Is it asking too much for you to
investigate this matter?

In the first year of the agreement with Switzerland, which dates
b ack to 1936, the difficulty of the American jeweled watch industry
started, just as the industry was coming back to good levels of success
following the depression. In the first half of that year, the trade
agreement with Switzerland was promulgated and the duty on Swiss
watches was drastically reduced. Let us look at some of the results
of that tariff reduction.

In the first year of the agreement, Swiss jeweled watch imports

doubled. By 1940, they were just about three times as great. With

the coming of the year, Swiss jeweled watch imports kept on rising.
until bv 1946 they were nearly nine times what they had been in 1935.

The reduction of the tariff, taken together with monetary develop-
ments in the United States and Switzerland, and the betterment of

wages and working conditions in this country, give the Swiss watch
importers a tremendous advantage over the American jeweled watch
manufacturers. The Swiss watch importer buys the uncased, 17-jewel

watch movement in Switzerland and brings it to this country at an
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average cost of $6.50. Upon it he pays an average duty of about
$2.10, bringing his total cost before casing the watch to $8.60. This
figure of $8.60 must be compared with the average cost of production
of movements for a jeweled watch made in the United States, which is
$13. The Swiss watch importer starts off with an advantage of $4.40
for each unit.

Now, why is this? The Swiss have been famous as watchmakers and
have undoubtedly got good machinery-but so have the American
jeweled watch companes-Elgin, Hamilton, and Waltham. The
Swiss are reputed to be fine workmen-but I am here to tell you that
the American watch workers are fine workmen too, and I know that
in that statement I will have the full support of their employers.
American jeweled watches are as good as any in the world.

We believe that your investigation will show that the Swiss advan-
tage is gained chiefly by lower labor costs in Switzerland. We be-
lieve, furthermore, that you will find that American watch workers
do not earn excessive wages. It is certainly true that their wages
and working conditions have tremendously improved in the last 8
years. We have had good substantial increases, but it still does not
bring the wage levels to any excessive height: they are no more than
just considering the cost of living and the high skill of many of these
workers. We of the American Watch Workers Union have tried,
we think successfully, to bring decent wages and conditions to our
members at Waltham, Elgin, and Hamilton, while at the same time
refraining from unreasonable demands that would hurt these
compares.

We say that if those companies have been hurt in competition with a

the Swiss, it is not the fault of the American wage levels, which are
fair and moderate, but that the trouble is that Swiss wage levels are
still extremely low. We think that you will find that labor costs repre-
sent some 78 percent of the unit cost of production. From that it is
easy to see that this wage differential is the biggest single factor in
giving the Swiss a large competitive advantage.

Let me turn now to another factor, which has helped to give the
Swiss such great advantage that if the trade agreement continues 8

unmodified, it seems likely that the American companies will be swal-
lowed up altogether in a few years.

In 1941, all three American jeweled-watch companies converted to
war production-virtually 100 percent war production. From then

auntil 1946, the American civilian watch market was supplied entirely
by the Swiss importing companies. Here is what happened.

The net income of Bulova Watch Co., the largest Swiss watch im-
porter, nearly doubled. The next largest importer, Gruen Watch Co.,
more than doubled its net income. Benrus Watch Co., another im-
porter, managed to increase itsonet income more than 500 percent;
and a fourth Swiss watch importer, Longines-Wittnauer Watch Co.,
which had a net income of, roughly. $25,000 in 1940, earned a net in-
come of roughly, $950,000 in 1947.

Senator MMLIKIN. Mr. Chairman, may I ask one or two questions
at this point?

The CHAIRMAN. Yes, Senator.
Senator MLLKKiN. Did the American watch companies go into war

manufacture at the request of the Government?
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Mr. CENERAZZO. One hundred percent, right after Pearl Harbor
day. They went into it 100 percent, at the request of the United
States Government.

And at this time I would like to make a statement with reference to
what was said by Senator McGrath, when he said that the arned
services were supplied by the Swiss watch importers.

The contracts of the Government itself were not supplied in any
way by the Swiss watch importers. We had PX exchanges in thi's
country, where young men could buy any products that were for sale.
Now, those were for their own personal use and not to be used in the
armed forces for use in synchronizing time in connection with warfare.
These were used by these young men for their own personal use to
give as gifts to their mothers, and so forth. So that is what the Swi.
watch importers gave to the post exchanges, and they were not used
in the armed forces for military use.

Senator M.L.LTif. Now let us get it straight, again. All three of
these companies went into the munitions business

Mr. CENERAZZO. And so did Bulova's plant in Woodside, Long
Island.

Senator MIruKIN. All four of them. They did that in response to
the request of the Government. Is that right?

Mr. CU&NmAzzo. That is right. In other words, the watch move-
ments, such as used in the watches of airplane pilots and by our in-
fantry and mobile units, and so on, were made by Elgin, Hamiltoni.
and Waltham, and some of them were made at the Woodside, Long
Island, plant of Bulova.

Senator MILLIKIN. I am not talking about the watches that were
made, now. I am talking about the munitions that were made. They
were made at the request of the United States Government. Is that
right ?

9Mr. CNE.RAzzO. But those watches were part of the munitions,
sir; because without timing mechanisms you couldn't synchronize
warfare. They are a very, very important part of it. You take thie
chronometers that Hamilton made. It was not possible to ship any
chronometers out of Switzerland, because Switzerland was completely
surrounded by the Axis. In less than a year, Hamilton made chronom-
eters at far less unit cost, machine made, than that at which they
could bring them in from Switzerland.

Senator %=iuN. You made timing devices?
Mr. CENziAzzo. Time fuses, and so on.
Senator MILLIKiN. But you did that at the request of the United

States Government.
Mr. CENERAZZO. The plants were commandeered entirely. As a

matter of fact, these plants worked long hours in order to get these
things out. Waltham even worked 50 hours a week in order to get
the work done.

The total number of Swiss watch imports of jeweled watches which
had been 3,267,000 in 1940 had risen to 9,037,000 in 1946. In other
words, the volume of imports had almost exactly trebled in five war
years.

By 1947, the three American jeweled watch companies, Elgin, Ham-
ilton, and Waltham, had reconverted and were competin vigorously
for the American market. The dollar volume of their safes increased
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-although, to be sure, the increase was not very much larger than
the increase in costs during that period. The dollar volume for the
three American jeweled watch companies in 1947 was a little less
than twice as much as the dollar volume of their sales in 1940. Com-
pare this with the experience of the Swiss importing companies-
excluding Gruen, for which we have no sales figures-the dollar vol-
une of sales of these Swiss watches in 1947 was more than three times
as great as in 1940.

Much more striking is the comparison of the net income of the
Swiss companies as against the American companies. The net income
of the Swiss importing companies rose from about $3,000,000 in 1940
to almost $11,000,000 in 1947; their net income in the latter year was
more than 31/2 times greater than it was in 1940. In contrast, the
American jeweled watch companies went downhill in that period from
a total net income of, roughly, $2,700,000 in 1940 to $1,800,000 in
1947. While Swiss importer profits boomed American jeweled watch
manufacturers' profits sank to only two-thirds of their former level.

With the permission of the committee, we will submit at the con-
clusion of this statement a number of tables setting forth in full and
with exactness the figures upon which are based the conclusions which
I have just drawn. Those figures show indisputably that the Swiss
importers, beginning in 1936, began to invade the American market
and that they took full advantage of the war to grasp approximately
80 percent of that market.

I would like to get permission, Mr. Chairman, if I might, to put
tables A through F into the record.

The CHAIRMAN. You may do so.
(The tables referred to are as follows:)

TABrz A.-Swiss watch imports of jeweled watch movements from 1935 to 1948

137, 000
131, 000
947, 000
135, 000
700, 000
267, 000
169, 000

1942 ......
1943_
1944_
1945_
1946_
1947_
1948 (11 months)

Cr1

'111
C:II5, 107,000

7, 609,000
6, 754,000
8,709,000
9,037,000
7, 357,000
7, 146, 000

TABLE B.-Sale8, ratio of 1947 to 1940

1940 1947 Ratio, per-
cent

SWIS IMPORTER GROUP

Lnnes-Wittsue ------------------------------------------
1enrus Watch -----------------------------------------------
Bulova Watch_

T otal ---------------------------------------------------

AMERICAN GROUPE lgin w atch --------------------------------------------------
Hamilton Watch ...........................................
Waltham Watch ---------------------------------------------

T otal ---------------------------------------------------

$2, 561, 298
3,723,316

14, 707,895

20, 992, 509

12,255,449
7,893.012
, 737,875

25,886,336

$13, 797, 924
14,947,583
38,394,080

67,139, 587

22, 157, 658
15, 595, 723
11,233,117

48, SK 498

539.0
401.0
260.0

319.8

180.0
197.0
196. 0

189.2

1935
1936-_
1937
1938--
1939_-
1940
1941
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TABLE C.-Ratio of net worth, 1947, to net worth, 1940

1940 Ratio,
percent

SVVISS IMPORTER GROUP
Bulova ------------------------------------------------------- $9,163,304 $21,001,125 229
G ruen ....................................................... 2,616,592 6,470,250 247

Total ------------------------------------------------- 11,774.896 27,471,375 2.33

AMERICAN GROUP
Elgin --------------------------------------------------------- 14,144, 183 16,396,970 116
Hamilton ---------------------------------------------------- 6,078,643 8,341,525 137
Waltham ---------------------------------------------------- 4,743,544 943,659 19

Total -------------------------------------------------- 24,966,370 25,682,154 103

TABLE D.-Ratio of 1947 net income to 1940 nct income

1940 1947 Ratio, percent

SWISS IMPORTER GROUP

Longines-Wittnauer ----------------------------------------- $25, 543 $951,472 3,725 0
Benrus Watch ----------------------------------------------- 227, 157 1,650,961 72,; 0
Bu]ova Watch --------------------------------------- 2,015,171 6,805,092 338.0
Gruen Watch ------------------------------------------------ 745, 268 1,552, 228 208.0

Total -------------------------------------------------- 3,013, 139 10, 959,753 363.7

AMERICAN GROUP

Elgin Watch ------------------------------------------------- 1,540,149 1,387,244 90.0
Hamilton Watch -------------------------------------------- 899,424 833,198 93.0
Waltham Watch ----------------------------------------- 284,501 -390, 115 (1)

Total ------------------------------------------- 2, 724, 074 1,830,327 67.1

Deficit.
TABLE E.-Ratio of net income to net worth

Year Net income Net worth Ratio, per-
cent

SWISS IMPORTER C.ROT*P

Benrus Watch ------------------------------- 1947 $1,650,961 $2,873,480 57.4
Bulova Watch ------------------------------ 1947 3,888,502 21,001. 125 Ix 5
Longines-Wittnaucr --------------------- 1947 951,472 3, 208, 290 29 6'
Gruen Watch ------------------------------- 1947 1, 552, 228 6.470,250 240

Total ----------------------------- -------------- 8,043,163 33,553,145 2 9

AMERICAN CROUP
Elgin Watch -------------------------------- 1947 1,387,244 16,396,979 S
Hatmilton Watch ---------------------------- 1947 833,198 8,341,625 9
Waltham Watch ----------------------------- 1947 390,115 943.659 -----------

Total ------------------------------------------- 1,830,327 25,682. 163 7 1

TABLE F-1.-Bulova Watch Co.-Data on capital stock, dividends, and surplus
1940-4 7

Common (Number of Net Cumulative
Year stock shares) out- ne Dividends Surplus ul

authorized standing Income s urplus

1940 ------------------------ 500,000 324,884 $2,015,171 $974. 643 $1,040,528 $5,463,422
1941 ------------------------ 500,000 324.884 2,363,236 1.137,084 1,226,152 6,805,875
1942 ...--------------------- 500,000 324,884 2,000,145 974,643 1.025,502 7,865,329
1943 ------------------------ 500,000 324,884 1.287.060 649,762 637, 298 8,661,004
1944 ------------------------ 500,000 324,884 1,921,849 649,762 1,272,087 10, 097, 792
1946------------------------ 00, 000 324,884 2,448,071 649.7762 1,798, 309 11,896, 101
1946------------------------ 500,000 324,884 3,486,956 893,423 2,593,533 14,379,049
1947 ----------------------- 1,000,000 649,762 3,888,502 1,949,286 1,939,216 16,336,096

Stock split; 2 $5 per shares for each share of common stock (no par) as of July 24, 1947.
Source of data: Moody's Industrials; Cramex Research, Inc., Boston.
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TABLE F-2.-Gruen hatch Co.-Data on capital stock, dividends, and surplus,
1940-47

Common (Number of' Net Cumulative
Year stock shares) Out- n Dividends Surplus

author ized standing Income surplus

1940 --------------------------- 650,000 505,337 $745, 268 None $722, 023 $1,704, 949
1941 ..------------------------- 650,000 505,337 903,402 $105,966 767,560 2,342,248
1942. --------------------- 650,000 505,337 899,415 270,656 605,597 2,910,776
1943 -------------------------- 650,000 505,337 908,079 372,886 512,645 3, 222,925
1944------------------------ 650,000 505,337 940.706 249,771 668,387 3,889,226
1945 -------------------------- 650,000 505,337 664, 883 307, 401 340, 571 4, 212, 551
1946 -------------------------- 650,000 505,337 1. 071, M7 345. &31 726,006 5. 000, 100
1947 -------------------------- 650,000 505,337 1,552,228 461,104 1,091,124 6,085,994

Source of data: Moody's Industrials; Cramer Research, Inc., Boston.

TABLE F-3.-Benru8 Watch Co.

SELECTED FINANCIAL DATA, 1940-48

Year Ntals Net income

1940 -------------------------------------------------------------------- $3,723. 316 $227.157
1941 ------------------------------------------------------------------- 5,301,0062 275,760
1942 -------------------------------------------------------------------- 3,260,990 404.644
1943 -------------------------------------------------------------------- 7,291.582 292,470
1944 ------------------------------------------------------------------- 10,033,338 606.927
1945 -------------------------------------------------------------------- 11.080.109 323. 306
1946 -------------------------------------------------------------------- 5, 802, 29S 254,865
1947------------------------------------------------------------------- 14.947. 5%%3 1,650,961
194 ---------------------------------------------------------------- 12,646,249 1,265,783

I Data for 6 months only ending Jan. 31.

SELECTED DATA FOR 1947 AND 1948

1947 1948

Total assets ------------------------------------------------------------ $5, 505, 35, 4. 986, 879
Net worth -------------------------------------------------------------- 2, K73. 4SM 3, 131,263
Sales ------------------------------------------------------------------- 14. 947,-7J143 12, 646. 249
Operating income ------------------------------------------------------ 2,674. 941 1. S94; 023
Net income ------------------------------------------------------------- 1,650. 961 1,265,783

Source of data: Standard Corp. Records, December-January 194-49, Standard & Poor's Corp., publishers

Longines-Wittnauer Watch Co.
SELECTED FINANCIAL, DATA, 1940-48

Year Net sales Net income

1940 --------------------------------------------------------------------- $2,561, 12S $25.543
191 -------------------------------------------------------------------- 4.019,256 178,544
1942 -------------------------------------------------------------------- 5, 415, 4r O 214.975
1943 --------------------------------------------------------------------- 8,125,22) 170,146
19-14 --------------------------------------------------------------------- 9, 743,823 206.963
15 .---------------------------------------------------------------- 10.214.271 195,506
1C 13.533,943 .107,798

1947 --------------------------------------------------------------------- 13,797,924 951,472
I4- . . --------------------------------------------------------------------- () 1,182,845

SELECTED DATA FOR 1947 AND 1948

1947 1948

TOtal assets ............................................................. $5,580.834 $6. 581, 999
Net worth ------------------------------------------------------------- 3,208,290 4.094. 171
Sales .................................................................... 13.797.924 (,)
Operating income - ------------------------------------------------- 1,699,421 1.830,024
Net income --------------------------------------------------------- 951,472 1,182,845

& Poor s Corp.,

Ci
"T11

'Not reported.

Source (,f data: Standard Corp. Records, December-January 1948-49. p. 9984. Standard
Publishers.



338 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

TABLE F-4.-Elgin National Watch Co.-Data on capital stock, dividends, and
surplus, 1940-47

Common (Number of Net
Year stock shares) out- income Dividends Surplus Cumulative

authorized standing surplus

1940 ------------------------ 400,000 400,000 $1, 540,149 $1, 200, 000 $340, 149 $4, 144, 183
1941 -------------------------- 400,000 400,000 1,550,721 1,200,000 350,721 4, 694,904
1042 .------------------------ 400,000 400,000 1,123,627 800,000 323,627 5,104,77s
1943 ------------------------ 400,000 400,000 1,140, 176 800, 000 340, 176 5, 444, 954
1944 -------------------------- 400,000 400,000 973,456 800,000 173,456 5, 618,410
1945 -----------.-------------- 400,000 400,000 1,050, 562 800,000 250, 562 5, 868,972
1946 -------------------------- 800,000 800,000 1,430, 763 860, 000 570,763 5, 739, 7:35
1947 -------------------------- 800,000 800, 000 1,387,244 80, 000 507,244 6,396,979

Source of data: Moody's Industrials; Cramer Research, Inc., Boston.

TABLE F-5.-Hamilton Watch Co.-Data on capital stock, dividends, and surplus,
1940-47

Common (Number of Cumulative
Year stock shares) out- iNet Dividends Surplus Cumulus

authorized standing come

1940 ----------------------- $600,000 386,585 $899,424 $682,779 $216,645 $1,273,599
1941 ------------------------- 600,000 386,585 857,524 681,555 275,969 1,549,569
1942 --- --------------------- 600,000 386,585 822, 886 507,210 315,676 1.865.245
1943 ------------------------ 600, 000 386, 585 576,843 506,062 70,781 1.936,026
1944 ------------------------ 600,000 386, 585 736,709 486,733 249,976 2,122,003
1945 ------------------------ 600,000 386, 585 634, 718 596,802 64,917 2, 133,403
1936. ------------------------ 600,000 387,019 930,245 526,619 403,626 2,537,030
1947 ------ ------------------ 600,000 387,019 833,198 526, 619 306,579 2,843,609

Source of data: Moody's Industrials: Cramer Research, Inc., Boston.

TABLE F-6.-Bulova Watch Co.-Selected financial data, 1940-48

Year Total assets Net worth Plus Sales Operating Net income
reserves income

1940-- -------- --------- $11,444,620 $9,163,304 ---------- $14,707,895 $2,860,964 $2,015,171
1941 -- -------------------- 14,340,441 10,505,756 $150,000 18,179,206 3,545,565 2,363,236
1942 ---------------------- 15,851,812 11,565, 211 300,000 19, 741,779 3, 573, 206 2, 000, 145
1943 ---------------------- 15,863,219 12,360,886 450,000 20, 689, 506 2,365,730 1,287, 160
1944 ---------------------- 19,503,308 13,797,673 600,000 33,794,863 5,423,557 1,921,849
1945 ---------------------- 23,842,901 15, 595,983 750,000 46, 521,775 10, 112, 514 2,448,071
1946 ------------------ 25, 627, 027 19,032,006 571,675 40,959, 100 11,227,849 3,486,956
1947 --------------------- 27,532, 053 21,001,125 375,000 38,394,080 6,805, 092 3, 888, 502
Year ending Mat. 31, 1948 30,984,578 24,372,430 375,000 Not stated 9,231, 113 5,231,697

Source of data: Moody's Industials, 1940, p. 442; 1941, p. 337; 1942, p. 434; 1943, p. 162; 1944, p. 145; 1945,
p. 943; 1946, p. 186; 1947, p. 726; 1948, p. 168; July 3, 1948, p. 2831.

TABLE F-7.-Gruen Watch Co.-Selected financial data, 1940-47

Year Total assets Net worth Sales Operating Not income
income

1940-
1941. ....................
1942..
1943 .....................
1944 .....................
1945 ............................
1946 ----------------------
1947 ----------------------

$4, 285, 481
6,226, 107
6,570,385
6, 904, 665
8,632,138
8,053,599
9,382,726

10, 161, 754

$2 616,592
3, 257,921
3,792,383
4,058,031
4,724,332
4, 596,807
5,384,35
6,470,250

$1, 062,777
1,400,390
1,794,352
2,130,208
2,648,723
1,690,914
2,816, 121
2, 853, 492

$745, 268
903, 402
899,415
908, 079
940, 706
64,883

1,071,837
1,552,228

Not stated.

Source of data Moody's Industrials: 1940, p. 1642; 1941, p. 985; 1942, p. 1168; 1943, p. 265; 1944, p. 1173
194, p. 2319; 1946, p. 224; 1947, p. 792.
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TABLE F-8.-Elgin National Watch Co.-Selected financial data, 1940-48

Year

1940 --------------------------
1941 ---------------------------
1942 --------------------------
1943 --------------------------
1944 --------------------------
1945 --------------------
1946-----------------------
1947 --------------------------
148 --------------------

$18,084,355
20,097,000
22,385,322
22,696,888
23,803,762
21,535,501
21,591,102
22,533,661

(2)

Source of data: Moody's Industrials, 1940, p. 604; 1941, p. 451; 1942, p. 485; 1943, p. 563; 1944, p. 237; 1945,
p. 727, 1946, p. 589; 1947, p. 339; 1948, p. 633; Nov. 13, 1948, p. 2283.

1 Sales data reported in volume Two Years Following.
Not stated.

I To Oct. 9, 1948. only.

TABLE F-9.-Hamilton Watch Co.-Selected financial data, 1940-48

Year Total assets Net worth Sales (net) Operating Net incomeeol t, income

1940 ------------------------- $8, 145,058 $6,078,643 $7, 893,012 $1,418, 339 $899, 424
1941 ---------------------------- 10,157,830 6,673,420 9,768,031 2,026,248 957,524
1942 -------------------------- 8,984,037 7,004,362 9,936,149 1,814,488 822,886
1943 ---------------------------- 9,990, 567 7,091, 165 10,029,455 907,033 576,843
1944 ----------------------------- 9,926,104 7,301,157 11,349,193 1,563,185 736,709
1945 ---------------------------- 8,514,275 7,631,320 11,825,538 979,706 634,718
1946 ---------------------------- 9,962,768 8,034,946 10,980,237 1,485,264 930,245
1947 ---------------------------- 11,008,251 8,341,525 15,595,723 1,663,795 833,198
1948 ---------------------------- () (1) (1) (1) 2789,548

Not available.
'To Sept. 30, 1948.

Source of data, Moody's Industrials: 1940, p. 624; 1941, p. 1469; 1942, p. 911; 1943, p. 305; 1944, p. 270; 1945,
p. 347; 1946, p. 476; 1947, p. 387; 1948, p. 891; Nov. 6, 1948, p. 2315.

TABLE F-1O.-Waltham Watch Co.--!Selected financial data, 1940-48

Year Total assets Net worth Sales Operating Net incomeincome

1940 ---------------------------- $7,941,116 $5,136,861 $5,737,875 $421,287 $284,501
1941 ---------------------------- 7,905,181 5,670,513 7, 331, 262 893,548 550,827
1942 -------------------------- 8, 913,518 6, 126,788 8,487, 013 1, 159,251 481,231
1943 -------------------------- 9,137,236 6,815,666 10,688,194 1,421,485 692,872
1944 -------------------------- 8,520,827 6,524,193 11,682,714 1,546,457 489,142
1945 --------------------------- 6, 731,290 2, 156,981 9, 543, 653 153, 219 203,276
1946 ---------------------------- 9,076,207 1,592,774 9,790,270 -1,094, 707 -411,412
1947 ---------------------------- 9,392,612 943,659 11,233, 117 -193,936 -390,115
1948 ---------------------------- () (1) 23,738,631 (I) ' -1, 160,409

Source of data, Moody's Industrials: 1940, p. 1277; 1941, p. 1058; 1943, p. 1871; 1944, p. 1517; 1945, p. 2321;
1946, p. 2822; 1948, p. 1292.

Not reported.
'To June 26, 1948, only.
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$14, 144,183
14,694,904
15, 104, 178
15, 444, 954
15,618,410
17,939,735
15,868,972
16,396,979

(2)

$1,500,000
1,500,000
1,700,000
1,800,000
1,950,000
1,950,000

350,000
200,000

(2)

$12,255,449
16,347, 774
17,094,082
20,895,325
21,628,924
20,675, 922
17,688, 953
22,157, 658

118,491,784

Net income

$1,540,149
1,550,721
1,123,627
1,140, 176

973,456
1,050,562
1,430,763
1,387,244
3872,090

$3,143,018
3,778,633
3,683,851
4,005,830
3,626, 923
3,082,284
2,356,265
2,749, 723

(1)
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Mr. CENFRAZZO. Thank you. sir. At this point we set forth the
summary conclusions drawn from those tables which show graphically,
and emphatically, the tremendous advantage'gained by the Swiss
importing group during the war years. Using 100 as the base figure
for sales, net worth and net income in 1940, we find:

Swiss Im- A eia
porting Americn

group I

Sale (dollar volume):
1940 ------------------------------------------------------------------------ 100 100
1947 ------------------------------------------------------------------- 319.8M.

Net worth:
1940 -----------------------------------------------.-------- 100 100
1947 ------------------------------------------------------------------------ 233 103

Net income:
1940 ---------------------------------------------------- -------------------- 100 100
1947 ------------------------------------------------------------------- 373.7 6.

Ratio of net Income to net worth: 1947 -------------------------------- percent-- 23.9 7.1

The sales figures exclude Gruen and the net-worth figures exclude Longines and Benrus, as we do not
have this information on those companies.

Now, one of the standard arguments for tariff reduction is that con-
sumers should be able to buy goods at the lowest possible price. That
is supposed to be one of the functions of competition. Someone will
say, therefore, that even though the American jeweled-watch com-
panies are hurt, the American consumers are helped by the Swiss
agreement because it means that they can buy watches cheaper. This,
however, is not so. If you make a careful investigation, we believe
you will find that the differential which favors the Swiss watch im-
porters has not been used by them to bring lower prices to the Ameri-
can consumer. No, indeed.

The Swiss importers have used their financial advantage, not to
benefit American consumers with lower prices, but rather to drive into
the ears of every American family the brand names of Swiss watches.
Listen to the r:, (lio before any popular program and you will hear the
time signals. Many times every day you and tens of millions of
Americans hear the name of Swiss watches coming at you over the
radio. The Swiss importing companies, such as Bulova, are able to
do this because they can put into radio advertising part of the huge
gross profits that result from their cost differential. The American
jeweled-watch companies, even though two of them have been able
to maintain a profit which has been less than they made prewar, make
so little profit that they cannot possibly compete with the large adver-
tising budgets of the ,Swiss watch importers.

At this time I would like to give you a contrast. According to a
statement just issued in one of the jewelry magazines, the Benrus
Watch Co. has an advertising budget of $1,600.000. Waltham had
an advertisting budget of $600,000 last year. If the Waltham Co.
were to have taken all of its profit and put it with that $600,000-as
a matter of fact it didn't have any profit; it had a deficit-it could
not have matched the Benrus Watch Co. advertising, which was
$1,600,000 during the year.

As a result, the Swiss have not only cornered four-fifths of the
American market, but are using the advantage given them by the trade
agreement to capture the rest of it, through tremendous advertising
campaigns that will gradually make everyone think that the only fine
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watches that exist are Bulova and Benrus and Longines and Gruen,
when we know that the finest watches in the world include Elgin,
Hamilton, and Waltham.

Now it is argued that in the face of the cost differential and the
tremendous Swiss advertising campaign, two of the American jeweled-
watch companies, Hamilton and Elgin, are nevertheless successful. It
is true that by skillful and aggressive management and the full co-
operation of labor, these two companies have had good years since
they reconverted. But we are asking you to remember that these
were boom years, and to look to the future. If you will examine the
tables submitted herewith, you will see that both'Elgin and Hamilton
in 1947 had a net income which was less thai 10 percent of their net
worth. The ratio of net income to net worth is an accepted standard
of the profitability of an enterprise. In the same year, the four Swiss
companies had ratios that ranged from 18 to 57 percent of their net
worth.

All the figures indicate beyond a doubt that the Swiss importing
companies have become enormously profitable enterprises and that
their position grows stronger every day. Elgin and Hamilton, on the
other hand, had net profits in 1947 which were less than their net
profits before the war, and the third company, Waltham, had deficits
beginning in 1946 that finally forced it into reorganization at the end
of 1948.

Your investigation will, of course, include the question of why
Waltham failed. Much has been said about mismanagement prior M1
to April of 1948 and undoubtedly that was a considerable factor in
Waltham's failure. But you cannot overlook the other factors about :)I
which I have been speaking. If Waltham is successfully reorganized 001
this winter, where will it get the money, where will it get the profits 0711
which it needs to beat the competition represented by the Swiss watch :101
importers' great advertising campaigns? Remember, too, that if
those advertising campaigns begin to show diminishing returns, the -e4,
Swiss watch importers can always cut prices and still make a profit.
Not only Waltham bit the other American companies are being C1
squeezed, squeezed harder and harder. I am advised, and believe that "t1
you will find that the break-even point for Elgin and Hamilton is
now 80 percent. Even though their profit today is less than it was
prewar, if there should be a slight recession and their sales fell off
only 20 percent, they would bothbe in the red., And their sales might
fall off even without a recession, as the Swiss importer advertising
becomes steadily more effective, or as the low-cost Swiss producers
temporarily cut prices in order to run our companies out of business.

I might mention that the effect of Swiss importer price cutting
would not really benefit the American consumer for any length o
time, but would result in a monopoly condition with the wbole market
belongings to the Swiss-and then, of course, the importers could
charge whatever prices they liked for Swiss watches. Your commit-
tee will want to investigate, I think, among other things, the relation-
ship between the various Swiss watch importers. I doubt if you will
find much competition, as between them. It would appear that they
are all working together to put the American producers at an impossi-
ble disadvantage.
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Someone will ask one final question: Why should the Americail
jeweled-watch industry be saved? What does it matter, except to a
small group of workers and investors I

There are two answers to that one. First, of course, it matters very
deeply to the communities where for many decades the American
jeweled-watch industry has operated. Waltham Watch Co. has beell
down for 7 weeks now, and the whole city of Waltham is hard hit.
There are about 8,000 workers in the American jeweled-watch indus-
try, many of them highly skilled workers, as fine a type of American
citizen as we have.

But wholly aside from the individual fortunes of these 8,000 watch
workers, their families and communities, there is another reason. An
overwhelming reason why the American jeweled-watch industry must
be saved. • That reason is stated authoritatively, and better than I
can state it in the letter of Rear Admiral Denebrink of December 17,
1948, on behalf of the Munitions Board, to the Chairman of the RFC.
a copy of which I am submitting herewith.

Let me read to you now the last words of that letter:
* * the maintenance of at least a minimum level of operation by the

Waltham, Hamilton, and Elgin Watch Cos. is vital to the defense of the United
States and should be preserved.

And I would like to be able to put a copy of that letter in the record.
The CHAMMAN. You may put the whole letter in.
(The letter referred to is as follows:)

UNITED STATES MUNITIONS BOARD,

December 17, 1948.
DEAR MR. HISE: Reference is made to Mr. Carpenter's letter to you of Novem-

ber 18 regarding the importance of the Waltham Watch Co. in the field of national
defense.

In Mr. Carpenter's last paragraph he mentioned that the highly skilled labor
employed by the Waltham Watch Co. is a valuable, intangible resource for
national defense. Mr. Carpenter has asked me to write to you to give additional
information as to this important factor. The information given has been reported
to us and is believed to be reliable.

There are now 8,000 people in the American jeweled-watch Industry, 40 percent
of these people require from 2 to 10 years to train. Of this 40 percent, at least
1,000 require 5 to 10 years to train. Sixty percent of the 8,000 people are women,
40 percent are men. These figures establish the fact that there is a large nucleus
of personnel now in the industry that would be almost impossible to replace ill
a mobilization period.

The Waltham, Hamilton, and Elgin Watch Cos. were employed to 100 percent
of their capacity In Government work from December 1941 to August 1945. During
this period they manufactured jewel bearings, chronometers, fire-control watches,
time fuzes, aircraft instruments, and other essential products. Most of these
items could not then nor could they now be produced by other domestic watch
companies.

It is considered that maintenance of at least a minimum level of operation
by the Waltham, Hamilton, and Elgin Watch Cos. is vital to the defense of the
United States and should be preserved.

Sincerely yours,
F. C. DENEBRINK,

Rear Admiral, United States Navy,
Director of Procurement, Manpower and Utilities.

Mr. CE-NERAZZO. Gentlemen, it is vital that the American jeweled-
watch industry continue in operation. Under present conditions we
believe that it cannot continue in successful operation long. We have
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stated the grounds of that belief. We ask you now, without further
delay, to authorize and direct a thorough investigation to produce all
the facts. If you find we are right, as we think you will, you can then
act to save the situation, while there is yet time.

Gentlemen, in order that the record may be made straight, the
American Watch Workers Union today does not desire a quota. We
asked for a quota in 1945, for we felt, justifiably so, that the Swiss
importers had had free, complete access to the American market during
the war years and that the American jeweled-watch manufacturers
were entitled to a fair chance to reestablish themselves on the American
market. We knew then that Waltham had to reconvert its facilities
entirely to the making of watch movements from 17 jewels to 21 jewels
in contrast to its prewar manufacturing operation when they manu-
factured 45 percent of Waltham's production in 7-, 9-, and 15-jewel
watch movements, and that they could no longer compete in this field.
We knew the problems of reconversion for the American jeweled-
watch industry and wanted them to have a chance at the growing
American watch market. We failed in that attempt to obtain a fair
share of the American market through the use of a fair quota. The
State Department failed the American jeweled-watch industry and its
employees when it reversed its position of asking the Swiss Govern-
ment for a quota of 3,000,000 in November 1945, and settled for 7.-
700,000 in April of 1946, and during 1946 actually 9,037,000 jeweled-
watch movements entered the United States.

A quota today would be of no value. All we are asking for is that
Swiss watch movements enter the United States in fair competition 3I
with United States jeweled watch movements. We want equality in
production costs at the border of the United States. There is so .U
much controversy on this matter of Swiss watch imports that we ask 6711
of you that you establish this investigating commission so that the :;71
facts can be put on record where everyone will know what they are.
We lgiow to the best of our knowledge and belief that we are telling
the truth; we ask that you bring the importers before such an inves- Ci
tigating commission and make them produce the facts and figures
which will prove our case.

The national defense of our country is a prime factor in our case.
Let anyone disprove it; they cannot.

Table A, which is Swiss watch imports of jeweled watch move-
ments from 1935 to 1948, has eliminated from it all of the zero to one
jewel watches, the so-called pin-level watches, and are just those jew-
eled watch movements which directly compete with the American
jeweled watch industry.

The CHAIRMAN. Are there any questions at this time?
Senator SALTONSTALL. Mr. Chairman, I think the only other witness

who has come down from Boston on this subject is Mr. Partridge.
Mr. CERNERAZZO. If I may add one thing more, Senator:
I think it is important that I put into the record at this time that

Mr. Carnow, when he appeared for the Bulova watch people, admitted
that he did not personally know what the wage rates were in Switzer-
land. But he said he had some figures from the Swiss Legation, and
he said that the average wages as of October of 1947 were "two francs,
92 centimes, which would be about sixty-odd cents an hour."

343
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To quote from the House committee record:
Mr. CURTIS. And you do not know what your wage rates in Switzerland are?
Mr. ('ARNOW. I personally do not know.' I have some figures here sent to mie

by the Swiss Legation, if you want me to quote those, I can quote those.
Mr. CURTIS. What are they for?
Mr. ('ACRNoV. They give you the watch industry, skilled workers in October

of 1947, which is the last figure they had available.
Mr. CURTIS. What was that?
Mr. CARNOW. Two francs, 92 centimes, which would be about sixty-odd cents

an hour.

Now, I would like to point out that from the best figures that we
have available, from people who have been in Switzerland-and I
have talked with people who have visited there during this last sum-
mer-the average wages in Switzerland co from 30 cents an hour for
women, to 60 cents an hour for the highlv skilled mechanics. Then,
to compare that with the minimum rate in the American jeweled watch
industry: The minimum expected earned rate at Waltham at 96 cents
an hour, $1.04 at Elgin. at Hamilton $1.08, and those rates run all the
way up to $1.86 an hour, and some tool and die makers make in ex-
cess of that figure. You can see what the differentials are in cost of
production there.

I have tried to give you gentlemen as best I know the information,
and I have tried to be as factual as I know how, and I hope we can
get an investigation for the benefit of the industry.

I would like to point out that the next witness who is going to speak,
Mr. Partridge, has written some articles for one of t'[e newspapers
in which he deprecates Waltham. Mr. Partridge is a former employee
of Waltham, but he has not been inside that plant for a number of
years.

He has established a g ood plan for a horological institute, with
which we are in sympathy. But there are not the finances in the
American jeweled-watch industry to cover such a plan, and the em-
ployees do not have the funds to finance such a plan.

And as far as his knowing what has happened in the last few years
at Waltham, he doesn't know. He doesn't know the amount of energy
and effort that has been put into making the Waltham watch move-
ment the precision movement it is.

I hope he will take into consideration the fact that Waltham is
being reorganized, and that the entire community is being asked to
buy stock in that company so that we can reestablish it.

The CHAIRMAN. Thank you very much.
Senator MILLIKIN. Mr. Chairman, may I ask the Tariff Commission

gentlemen if they have an data on costs of production in Switzerland;
or rather, the wages paid to watchmakers in Switzerland? If there
is any data of that kind, may I ask that a statement including such
data e submitted to the committee?

Mr. CENERAZZO. Mr. Chairman, we have in every country, under
the State Department, a labor attach. That labor attach should be
able to get.that information very rapidly and see to it that it gets into
this committee before the hearing is adjourned, if the request is made
of the State Department.

The CHAIRMAN. Mr. Brown is here from the State Department.
Can you supply the figure requested by Senator Mifllikin of the

Tariff Commission?

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT
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Mr. BROWN. I don't know whether we can or not, sir, but I will look
into it and give you the best information we can get.

The CHAIRMAN. If you can, please give us those figures as early as
possible.

Mr. BROWN. We do not have a labor attach in Switzerland.
The CHAMMAN. You have none in Switzerland?
Mr. BRowN. No, sir.
Mr. CENERAZZO. Mr. Chairman, I would like to say that that is

one place where they could really accomplish something with a labor
attach, and it seems to me they should send one there quickly to get
those figures.

(The information requested is as follows:)

COMPARISON OF WAGE RATES IN THE AMERICAN AND SWISS JEWELED WATCH
MANUFACTURING INDUSTRIES

Switzerland (Average hourly earnings)

October 1947:
Skilled workers. -------------------------------------------- $0. 684
Unskilled workers ----------------------------------------------. 572
Women workers -----------------------------------------------. 427

This information was obtained from La Vie Economique, July 1948, p. 237,
which is published monthly by the Swiss Federal Department of Public Economy.
Wages have increased since these rates were assembled (1947), but no official
figures reflecting the rise have been published.

United States "al

Average hourly earnings, clock and watch workers ------------------- $1. 264 :>
Voluntary wage rate information received by the Department of Labor is 001

considered confidential and cannot be released without the written permission OT1
of the companies concerned except as a part of a division total. This latest
United States figure is from the Monthly Labor Review, January 1949, p. 110.

The most current, although unofficial, information on wage rates in the two 1;
countries may be found in the testimony given during the recent hearings before
the House Ways and Means Committee. The president of a company owning
plants in both Switzerland and the United States testified as to the wages paid 0 1
employees for similar work in the two plants (pp. 708, 709). Page 518 of the
saime hearings offers a statement of the average wages paid by one particular
domestic jeweled watch manufacturing company.

No official complete break-down and comparison by job skills is available at
the present time.

Senator SALTONSTALL. May I say that Mr. Partlidge is a distin-
guished Boston jeweler. As far as I know,l he has no connection with
Waltham. He asked me for the opportunity to testify on this sub-
ject, and I present him as one of the leaders of a very old Boston firm.

The CHAIRMAN. We would be glad to hear you now, Mr. Partridge,
if you wish to make your statement.

We have one other witness, who is anxious to get away about 4
clock. I thought perhaps N e might. adjourn and come back. How-
(ver, we will hear you now.

8 6 6 97-49-pt. 1- 23
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STATEMENT OF HAROLD T. PARTRIDG4 RETAIL JEWELER,
BOSTON, MASS.

Mr. PARTRIDGE. Mr. Chairman, I am not going to take very long.
The CHAI3.A. I understand yours is a brief statement.
Senator MamoN. Mr. Chairman, may I interject for just a mo-

ment?
The CHAIRMAN. Senator Millikin.
Senator MILLIKN. I have been informed, and I hope that some

witness from the State Department or somebody else will later meet
the point, that in the negotiation of our reciprocal trade agreement
with Switzerland, the Swiss watch manufacturers were a part of the
negotiating panels, or at least were kept very closely and currently
informed as to what was going on; whereas our watch manufacturers
were completely excluded from anything of that kind.

The CHAIRMAN. Mr. Brown, please note that, and have a witness
who participated in the negotiation of the Swiss trade agreement come
before us, if one is available in the Department at this time.

Mr. BROWN. I will get the facts on that for you, sir.
The CHAIRMAN. All right, Mr. Partridge.
Mr. PARTRIDGE. My name is Harold T. Partridge. I am in the retail

jewelry business in Boston, Mass. It is a pleasure to appear before
your committee on a matter affecting the American watch industry,
of which I have been a part since 1910. I believe my 16 years as a
watchmaker, combined with 23 years in the retail jewelry business,
leaves certain facts in my mind, which I surely feel should be of some
consideration.

I am not employed by any watch company, and I am not employed
by any jewelers' association. I was at one time president of the
Massachusetts and Rhode Island Retail Jewelers Association. I came
here on my own to present this idea to you gentlemen, and I have had
good reception on this idea from very important men, such as the dean
of engineering at the Massachusetts Institute of Technology.

AsI said, I worked 16 years as a watchmaker, and I was in the
Waltham Watch Co. for 12 years.

We have read over a period of years many arguments on the pro-
tective tariff on watches. This is an old subject with many of us
as I well remember the tariff question of previous years. There can
be no doubt of the present need of a tariff for the protection of the
American watch manufacturers. They are in a bad position, gentle-
men, and it is claimed that the three American manufacturers make
and sell only 12 out of every 100 watches sold in the United States.
That was quoted in the newspapers sometime ago, and figures were
quoted before a committee here in Washington. That means 88
watches that are sold out of every 100, gentlemen, are Swiss-made
watches.

We must remember that during the war period the American watch
manufacturers were almost wholly on war work, and are really just
getting started again.

I am here to ask for a tariff, gentlemen, but a tariff combined with
a plan designed for the not too distant future when the American
watch industry will be able to stand on its own feet. And I think
the figures show that they are rather weak just now.
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I have the plan, which I have advocated for several years. I have
taken this up with Elgin, Waltham, and Hamilton. It is a very
simple plan and calls for the establishment of a chair of advanced
horology similar to the Swiss plan, with perhaps some Swiss help,
where watch engineering and machine designing will be taught to
a few bright prospects, most of them selected, probably by the watch
manufacturers themselves. And, of course, this attractive course
should find others willing to consider it. It would be useless, in my
estimation, to adjust a tariff wall, as has been done in the past, just
simply a tariff wall, because the three American manufacturers, judg-
ing by past experience, would not take advantage of the situation.

At the time of the Payne-Aldrich tariff bill-which is ancient his-
tory, but not too ancient for me to remember-the provisions of the
tariff were almost wholly written by Romney Spring, a Boston lawyer,
who at the time was on the Waltham Watch Co. pay roll. I talked
with him last week and have permission to use his name here. He is
available if you gentlemen want to get in contact with him.

Now, of course, this was good legislation and smart protection,
but the weakness was that the American manufacturers did nothing to
improve their competitive position. They sat back and manufactured
watches behind this tariff wall. And I am afraid that is what they
will do again if they get a tariff without some strings tied to it. They
have been down here several times since, and have asked for tariff
protection. This is just one of the times.

The American manufacturers have many complaints, one of their
chief complaints being that the State Department failed to make
necessary arrangements whereby Swiss watchmaking machinery can
be leased to them at favorable terms. This is very true. Where the 101
Swiss may purchase our heavy machinery, they are reluctant to sell .Ti
to the American manufacturers the complicated machinery for the ;101
making of the many small parts necessary to the manufacture of .
watches.

The Swiss, due to the national set-up, are in an enviable position.
Negotiations between our State Department and the -Swiss have been "
dragging alone for some time, and I feel quite sure the dragging. is
not al the fault of the State Department.

I have advocated a program whereby the three American watch
manufacturers could combine to form an association, with the object
of establishing a chair of advanced horology, not matchmaking but
advanced horology, at some such institution as MIT. I mentionMIT
because it is near to me, and I know quite a few professors there and
this watchmaking thing which the watchmakers try to tell you is so
complicated is just a matter of engineering.

I worked in many watch factories for many years as a boy or as a
Young man, and these old-time watchmakers all tried to make youthink it was something they just brought out of the air, something
that they had to get by working at for a long, long time. But the
real situation is somewhat different.

The American watch.industry has been very dependent upon the
Swiss for horology engineers and designers, and almost wholly de-
pendent upon itself for the development of watchmaking machinery.
A chair of advanced horology which, as I suggest, would, in time,
eliminate this trouble; for surely the American engineers could de-
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velop our own machinery, and we would eventually have a strong
American watch industry depending upon no outside source.

That is my only reason for being. I want to see a good. strong
American watch industry. I am not battling with anybody.

In Switzerland the watchmaking businesses almost national, and
the Government supports the schools of the trade, thereby developing
workmen for the trade, watchmakers, as I was. And it also supports
the schools of engineering, thereby developing designers and watch
engineers, the men who can design the complicated machinery which
the American manufacturers claim they cannot get from Switierland.

We don't need to get it from Switzerland. We do everything else
and mind everybody s business all over the world ;, why c"*t we make
our own watches and our own machinery I I claim we can. We have
just got to develop men to do it. The American watchmakers do not
want to do that themselves. The American watch manufacturers are
backward in getting together on the program, and I suggest that the
Government Jo something about it.

Now, you will hear a screech from the watch manufacturers. They
don't want the Government in on it. But who is going to do it if the
Government doesn't do it? The American watch manufacturers hate
proven over :I period of years, since 1910, in my knowledge, that they
will do nothing, absolutely nothing, to develop technical research in
their own behalf.

We should have the Government do something about this, or at
least look into the subject, and I believe that, under the super-
vision of the Armed Forces, real progress could be made. Surely
there is no denial of the necessity of a strong watch industry in this
country. Nobody is going to deny the necessity of it. Watches are
worn by all persons of all ages, for machine-shop work, aviation, Army
and Navy activities, all types of war work. In all of these fields ant
many others, a watch is an absolute "must."

To grant a protective tariff alone for the three American watch com-
panies would be only temporary relief. To tie up the protective tariff
with an educational program would be simple, and I believe the Armed
Forces should be the leaders in any such move.

As in time of war. the watch industry of this country is fully tried.
beyond its capacity. If war should develop in Europe this time I
feel sure the iron curtain would be dropped on Switzeiand, and with
the American manufacturers of movements engaged entirely on war

*work, we would have no watches.
Preservation of the American watch industry is essential to the

national-defense program. We should tie up the tariff with a -inust"
watch engineering project.

In following up this program a year ago last March, I asked repre-
sentatives of HIsmiiton, Elgin, and Waltham to meet with me at the
Hotel Statler in Boston at the time of the Boston Jewelers' Club diii-
ner. and I asked them if they could get the fever and take back the
idea to sell to their manufacturers.

And while I an on that subject, I want to impress you gentlemen
with one thing. I am not looking for a chance to be hero. I don't
want to see my name up in lights. I have a nice business and I am
tending to it. I want to sell this idea. I want somebody to take it
over in the watch industry. So far I have had darn burn hick.
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I contacted the former president of the Hamilton Watch Co.,
Charles Beckworth, a fine man and known by everybody, and he did
not even answer my letter. So I think it is time that the Government
took over. If these lame-duck watch manufacturers cannot help them-
selves, somebody ought to put them out of business and bring the
Swiss over here. There is nothing wrong with the Swiss. They are
fine people, and we should have a lot of them over here.

Now these six men, the manner of Waltham at that time, sales
manager of the Elgin, and myself, met in a room at the Hotel Statler,
and I told them my story and we all had a drink and we all talked
it over. I said, "Will you fellows dare go back to your factories and
place this before your management?" .

They all agreedit was a good idea, and Mr. Boucher, the then man-
ag gr of Waltham, suggested that I follow up the program a little
further, and seeing that I had the idea, I could see what I could do
with it.

In other words, stick my neck out instead of his, which I was glad
to do. I got in touch and made arrangements to meet with Mr.
Sherwood. Mr. Sherwood is quite an engineer, and he is dean of the
Engineering School of the Massachusetts Institute of Technology. I
asked him how much time he would give me, and he told me to pro-
ceed on my subject. In other words, he gave me all the time I wanted.

He understood what I was talking alout, even to the little inter-
departmental politics that went on in the Waltham Watch Co.
as it did when I was boy and a young man.

I asked Dean Sherwood if he would take my correspondence on this
subject and read it over, and if he would write me a letter. He kindly
did this, and I will read only a part of this letter to you because it is a
long letter, and I would like to submit it to this committee.

The CHAIRMAN. You may put it in the record.
(The letter is as follows:)

MASSACHUSrrS INSTITUTE OF TwHNOLOGY.
OFFICE OF THE DEAN OF ENGINERING, (

March 2, 1948.
Mr. HARoLD T. PAmrRiDGE.

Trefry & Partridge, Inc., Corner Park and Beacon Streets.
Bostos, Mass.

DEAR ML PARTRIDGE: Following our conversation of last Thursday. I talked
with several of our people regarding your proposal that the institute consider the
establishment of an educational program in the field of horology.

My colleagues confirm my preliminary judgment that we are in no position
to specialize to the degree you had in mind, and that we would not wish to offer
a specialized curriculum for those interested in watchmaking and the watch
industry.

-As I explained when you were here, we have found it essential that we stick
to the fundamentals of science and technology and not attempt to offer specialized
training for the many hundreds of industries into which our men go. As an
illustration of what we mean, I explained to you that as many of our chemical
engineers go into the petroleum, pulp and paper, fine chemical, leather, and other
industries, yet their education at the institute consists of the same program of

fltfiematics, physics, chemistry, humanities, and certain professional subjects
quite broad and basic in nature. We have never established a curriculum in
Petroleum refining or one in paper technology, and It would seem that the watch-
Making Industry would have a smaller demand for graduates than either of these
other two.

I think I understand your general problem, and would like very much to be
pftul. It is obvious that the industry might support basic research activities,

but I gather something is already being done along this line, and I suspect that
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the thing most needed is to attract top-notch engineers for employment by the
principal manufacturing concerns. Our people who have contact with placement
of our graduates tell me that the watch industry does not ordinarly attract our
best men. I suspect that the first thing to do is to correct this situation. Whether
or not the industry's reputation is based on fact is beside the point. The thing
to do is to correct it so that top-flight engineers and physicists will be interested.

The foundry industry is in very much the same situation. Their answer ti it
has been the organization of a series of well-advertised scholarships instituted
both here and at other schools for good undergraduates who show interest in the
possibilities of the foundry industry. Two of the foundry-trade associations
have established scholarships of this kind, paying from $700 to $1,500 per year
to third and fourth year students. I believe the total of these is eight in each
year. They are awarded on a competitive basis to men who indicate their will.
ingness to work in a foundry between the junior and senior year, and who in-
dicate their willingness to consider employment in the foundry industry when they
graduate. Some of these men will be lost to the industry, but the thing has
considerable appeal and a lot of students, other than those receiving the awards,
are hearing a lot about the opportunities in foundries.

It occurs to me that the situation in the watch industry is similar, and that
perhaps the watch manufacturers would be willing to support two or three such
scholarships for undergraduates with similar conditions. I would think that
such scholarships might be awarded to undergraduates in mechanical engineering
or in our course in business and engineering administration, with the idea that
these students would select elective courses in machine design and perhaps be
assigned to Prof. John A. Hrones, head of our machine design divsion, who would
act as their adviser. Our Prof. C. S. Draper has had considerable experience
with the Waltham Watch Co., but is very deeply involved in a heavy Government
research program at the present time and is associated with the aeronautical
engineering department- If and when his burden lightens, I suspect he could be
persuaded to offer one or two interesting courses in horology.

I am sorry that I cannot be more helpful, but I feel we would be getting very
much out of our field if we attempted to train men specifically for an industry
confined to a relatively few companies.

I am returning the correspondence which you loaned me, and which I found
very interesting indeed.

Yours very truly,
THOMAS K. SHERWOOD,

Dean of Engineering.

Mr. PARTRnIGE. I would like to read just this part:
I suspect that the thing most needed is to attract top-notch engineers for em-

ployment by the principal manufacturing concerns.

That is Waltham, Elgin, and Hamilton.
Our people who have contact with placement of our graduates tell me that

the watch industry does not ordinarily attract our best men. I suspect that
the first thing to do is to correct this situation. Whether or not the industry's
reputation is based on fact is beside the point. The thing to do is to correct
it so that top-flight engineers and physicists will be interested.

I hope that answers the remark by my Waltham friend.
At this meeting with Dean Sherwood the name of Cliff Rogers was

dropped. I inquired who Mr. Rogers might be, and the dean of
engineering said, "Well, he is the engineer down in charge of the re-
search department of the United Shoe Machinery Corp."

The United Shoe Machinery Corp. is a big corporation. This man
Rogers employed 880 engineers, researchers, and physicists, and
that is not peanuts. The watch manufacturers should listen to that.
He can take any lame-duck industry that has fallen into the river,
whether it is the Elgin river or not, and he can revive it.

The first question is "How much do you want to spend?" They
will spend the Government's money, and they will spend a lot of it.

I went down and talked with Mr. Rogers. He employs 880 of
these men that the watch manufacturers should employ. He gave
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me plenty of time, but he had no suggestions to make, and he would
not bother with my correspondence, because he had other things to
do. But I asked Dean Sherwood, head of the engineering department
of m. I. T., and I asked Mr. Rogers the same question. I said, "Now,
Dean, if you think I am a crackpot, and if you think this idea of mine
is screwy, why not say so? After all, I have been around quite a few
years, and I have been kicked down quite a few good stairs, and if
you think I am a nut, tell me so."

He said, "No, I don't think that you are a nut. I am going to read
over your correspondence, and I would not waste my evening's time
reading it over if I thought that about you."

He said his opinion of this thing was that it was a good idea, but
it is too late.

When I talked with Mr. Rogers, after taking up 2 hours of his
time I said, "Now, Mr. Rogers, I want your opinion. I have gone
into this quite a lot, and it is my dream, and I would like to see it
established in this country as a good, sound American watch industry.
Do you think the idea is crazy ? Do you think I am a crackpot? And
if you do just say so."

He said, "I don't think that your idea is crazy, I think that you are
too darn late."

The difference between the opinion of Dean Sherwood of M. I. T.
and Mr. Rogers of the United Shoe Machinery Corp. is one "darn,"
and that is all. I am looking forward to the time when we are going 10
to have a good, sound American watch industry and it is not going
to be established by waving your arms, it is going to be established
by men getting down to work at the watchmaker's bench. A man is
not going to make it by hollering and yelling. 'tit

These mayors of these cities ettincr together in a mass meeting and
not one wora was said about m 'ung abetter watch is ridiculous. What
I would like to see those people do who are suffering and are in a bad
ways is sit right down and sign a pledge: "I hereby pledge that if they
take me back to work I will do a better job than I have ever done Cl
before, and I hereby pledge myself to help cooperate in producing
the very best watch I possibly can." All of this "hooray, boys" is not "T11

worth anything, and they are not going to make a good watch that
way. If they get money out of the RFC on that talk they are smarter
than I think they are.

Gentlemen, I am going to ask for your cooperation further in this
plan, and if the armed forces take it over we can have a sound and an
American watch industry.

Senator SALTONSTALI. May I say this? Mr. Cenerazzo has asked
me if he could answer this statement. I told him the committee's
time was limited, but that I was confident that if he wanted to write
a letter or suggest a memorandum in answer to some of these things
Afr. Partridge lhas said, the committee would be glad to receive them,
and put them in the record. !

The CHAMMAN. That is right. We are not the Labor Board, r
though, as you know, Senator. We will be glad to have a memo-
randum.£

Senator MANTIN. Mr. Chairman, I would like to make this observa-
tion, that while the witness just leaving the stand has given a lot of
consideration to this problem I am fearful that he has not given the
important consideration its proper due, and that is the difference in



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

the wage standards and that in the United States they are a little
higher. We cannot keep up our standards of manufacturing and
production and our living standards unless we do maintain the high
wage standards that we have enjoyed here in the United States.

Mr. PARTRIDGE. I fully appreciate that.
Senator MARTIN. I am fearful that you have not taken that into

consideration at all in your study.
Mr. PARTRIDGE. I was a victim of that in 1913 when they laid off

about 65 percent of the help in the watch factories, and I have been
through that, from practical experience, and I was thrown out of a
job because of the change in the tariff and because of the Swiss watch-
makers coming in, and I know there is a big difference between the
standard of living and the wages we read about in the paper, and it is
very true, but what they have to do in the country is this: I talked
yesterday morning with the president of the Hamilton Watch Co.,
and he called me at my store in Boston and he tells me about the
research.

I said, "The trouble with you manufacturers is that you are all going
in different directions. Why do you not get together?" He said,
"We have tremendous research going on down here: I want ou to
come over here and see it," andI am going over to see it. e an-
swered my question in exactly the way I expected him to. The lawyer
from Elgin is here, and I talked to him this morning and they have
tremendous research going on there. Why do they not get together?
A watch is a watch, and it has an 18,000 train, which means the wheel
goes back and forth 18,000 times per hour.

Senator MARTIn. Have you taken into consideration the antitrust
laws of the United States?

Mr. PARTRIDGE. I do not know anything about that, but if they do
it under Government supervision there can be something done. As it
is, they are shooting in all directions.

Senator MmN. Would you favor the nationalization of the indus-
try of America?

Mr. PARTRIDGE. They have to do something about the watch indus-
try. Over a period of years that industry have proven that it cannot
support itself against foreign competition.

Senator BUTLER. Unprotected, you mean?
Mr. PARTRmG.. Unprotected competition; yes.
Senator MARTIN. Is it not a fact that about the only difference is

the wages paid in the United States and the wages paid in Switzer-
landI

Mr. PARTRIDGE. And the type of product they produce. You go
into your own jewelers, and they will tell you.

Senator MARTIN. Wait a moment. Here is a watch that I bought.
It is the first thing that I bought for myself. I bought it in 1906,
and this watch served me on the front line for several months in
World War I, and it is still operating in grand shape. It is American.

Mr. PARTRIDGE. This watch here was given to me when I was 21
years of age, and it is still operating. It is a pocket watch, Senator.
These pocket watches go on and on and on. I have a watch which will
pass on to my son when I die. It is a pocket watch. But where you
get your turn-over is on the wrist watches.

Senator MARTIN. I also have a wrist watch from Hamilton that I
have worn out on campaigns, and it is still operating in grand manner,
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and I also have an American watch that was given to me by my
father, an old silver watch that I used in the Philippines in 1898 and
it is still operating in fine shape.

Mr. PARTRIDGE. They make good watches, but they do not do so
good a job as the Swiss. If you ask a jeweler to show you the best
watch they have in stock, it will be Swiss.

Senator MARTIN. You have a jewelry business?
Mr. PARTRIDGE. Yes.
Senator MARTIN. Is it not also true that the man who operates a

retail jewelry store can make about $16 more on the Swiss watch than
he can on the American-made watch?

Mr. PARTRIDGE. He can make more money on the Swiss watch, yes;
and many would rather sell that.

Senator MARTIN. He pushes it for that reason. That is human
nature.

Mr. PARTRIDGE. I think some of them do.
Senator MARTIN. Wheri you get back to the real difference, I think

our workmen are just as skilled as those of Switzerland, and we have
the skill to make the machinery, but the real difference is the wage
scale of the two countries.

We have to make up our minds in America as to whether we want
to pull down our wage scale or not. I would like to put into effect the
suggestion of the previous witness, that we get into force in these com-
peting countries the same idea as that we have gotten in America, to
improve the condition of the workingman by workmen's compensa- !01
tion and old-age benefits, and things like that. 33

I apologize for taking so much time, Mr. Chairman. DI
The CHAIRMAN. We have one other witness for today, and if the 131

committee will sit awhile, we would like to call that witness now, if "11
he is ready to go on. X1

That is Mr. Canfield of the American Paper and Pulp Association.
We will hear you this morning so we will not have to sit in the

afternoon.
Mr. CANFIELD. I appreciate that very much. 0'1
The CHAIRMAN. Will you give your name to the reporter and your

association. You are representing the association?

STATEMENT OF ROBERT E. CANFIELD, REPRESENTING THE AMERI-
CAN PAPER AND PULP ASSOCIATION, NEW YORK CITY, N. Y.

Mr. CANMFELD. I represent the American Paper and Pulp Associa-
tion. My name is Robert E. Canfield, 122 East Forty-second Street,
New York City. I am counsel for the American Paper and Pulp
Association.

The manufacture of pulp, paper, and paperboard is the sixth largest
industry in the country, having a capital investment of over $3,000,-
000,000 and annual production currently valued at about $4,000,000,000.
I mention that only to show the fact that the industry is of some im-
portance, and its views could be considered as something more im-
portant than purely individual views.

The statement I have prepared here is not specific with with refer-
ence to the paper industry, but it is addressed to the general proposi-
tion that I understood was before this committee: Should this par-
ticular bill under consideration be passed or should it not ?
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The CHAIRMAN. Yes, you are correct in your understanding of that.
Mr. CANFILD. The industry is opposed to the bill you are con-

sidering. It is opposed to it on two grounds: First, that it males
possible results not only not intended by Congress, but actually
directly contrary to what Congress does intend, and second, that it
constitutes an improper transference of legislative function from the
legislative branch of the Government to the executive branch.

Let me take up the first of these objections, and give you examples
of what I mean. I am confident that you will agree with me that
when the act was first passed, it was the intention of Congress that
duty rates could be cut as much as 50 percent but in no instance more.
I wonder if you are aware of the fact that under that act, the original
act, the duty on one commodity, at least, could have been cut 80 percent
and in fact was reduced 60 percent.

With reference to the same commodity, the administration is now
considering a 50-percent further reduction which would leave the duty
rate at one-fifth of what it was under the act of 1930.

I am confident that you will agree with me that Congress did not
intend that duties should be so reduced as to cause the shifting of the
entire production of a commodity used in this country from this
country to a foreign country. Yet, that has happened.

I am confident that you will agree with me that it never has been
the intention of Congress that duty rates should be reduced on any
commodity by an agreement pursuant to which the United States does
not get in return the reciprocal treatment agreed upon. Yet, that
situation exists.

I am equally confident that you will agree with me that Congress
did not visualize that duty reductions would be of such magnitude as
to cause imports of particular commodities to increase thousands of
percent. Yet that has happened.

I am confident that Congress never intended that duty rates should
go far below those in existence in the so-called Underwood Free-Trade
Act of 1913. It has repeatedly been stated that the purposes of the
act were to get away from the unduly high rates of the Smoot-Hawley
Act of 1930 and to return toward those of the Underwood Act of
1913. Despite this fact, the average tariff today on paper under re-
ciprocal-trade agreements is less than half what it was under the act of
1913, which was the all-time low until the Reciprocal Trade Acts
started to operate.

I am confident that Congress never intended the Executive to have
any power with reference to commodities on the free list and specifi-
cally intended that anything done with reference to such commodi-
ties was reserved to Congress. Yet, the Executive has, by interna-
tional agreement, precluded Congress from exercising any power to
determine whether or not cetain commodities should stay on the free
list, and it has so arranged things that as a practical matter certain
commodities on the duty list may come into this country on what
amounts to a duty-free basis if the exporting country's government
so desires.

These are just examples of what I meant when I said that the kind
of law your predecessors passed, and which is now proposed to be
reenacted, makes possible results contrary to the intent of Congress.
As a matter of fact, I am amazed at the restraint of the statement.
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Such results would appear from the record to be nof only possible, but
probable, if not virtually certain. I am sure the list could be mul-
tiplied many times over if all the facts from all industries were
brought out here.

Those results lead right into the heart of the second part of our objec-
tion to the bill under consideration. That objection is that it con-
stitutes an improper transference of legislative authority to the execu-
tive branch. That objection has been raised before this committee by
me and by others, specifically on June 4, 1945 with no effect. It was
raised by me a couple of weegs ago before the iouse Ways and Means
Committee with no effect. Perhaps the reason it was not persuasive
was that the discussion was in terms of the theory of constitutional law.

I pointed out then that the power to determine duties was specifically
vested by the Constitution in the Congress and that by all ordinary
principles of constitutional law, something specifically reserved to
Congress by the Constitution could not properly be given by Congress
to someone else. I pointed out that Congress could, of course, delegate
detailed work to an administrative agency but that what constituted
proper delegation had been stated repeatedly by the Supreme Court.

It requires that Congress state in general terms what it intends to be
done and that it set forth specifically criteria pursuant to which the
administrative agency to whom the job is delegated can determine what
action to take under what circumstances. I further pointed out what
is perfectly plain, that the proposed act does neither of these things.

I hope that a consideration of the results obtained under an act 101
which does not set forth criteria which will assure the carry-out of 301
congressional intent will be more persuasive than the statement of :)I
theory was by showing exactly why the Supreme Court has decided, 101
as it has in the past, what constitutes proper delegation of congressional T11
authority. M1

When Congress has the obligation, as it clearly has in connection -j:
with duties, to determine what shall be done and when it shall be done,..<
the mere granting of power to someone else to do those things within
broad over-all limits, gives no assurance that the actions which would i1
have been taken by Congress will, in fact, be taken by the authority to "|1
whom the power is delegated.

The facts I have recited demonstrate, I think conclusively, that
when Congress does not in its delegating statute establish its policy
specifically and establish the criteria to be followed in carrying out
its policy, inevitably actions taken by the uninstructed delegate go far
beyond what was intended.

!For Congress to give away the power to determine duties with no
statement of what changes are to be made, or to what extent they are to
be made, or under what circumstances they are to be made, it is not
delegation but abdication. It is no more reasonable to do it in the case
of the problem of determining duty than it would be in the case of the
problem of determining taxes or determining when and under what
circumstances to declare war. I cannot quite visualize Congress pass-
ing a law which purports to give to the President the power at any
time, for any reason, or no reason, on his own initiative and as his
whim of the moment may dictate, to increase or decrease income taxes
by 50 percent. I cannot quite conceive of Congress passing a law pur-
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porting to give to the President the right at any time, under any cir-
cumstances, as his whim of the moment may dictate, the power to de-
clare war. Yet the bill you have under consideration proposes to do
an exactly parallel thing. It purports to give to the Executive the
right to determine, without reason and as his whim of the moment may
dictate, what is to be done in another field just as specifically reserved
by the Constitution to Congress as is the right to determine taxes and
the right to declare war.

Senator MILLIKIN. You are aware, I am sure, that the President
resents even having to make an explanation of what he does under
the delegation.

Mr. CANFIF.U. That, of course, is the primary reason for the pro-
posed bill. That is the only basic change between the existing bill
and the proposed one.

Senator MiLLiKIN. That is correct.
Mr. CANFIELD. In the hearings before this committee in 1945 1 stated

my firm conviction and that of the industry I represent. I stated
it in the same words recently before the House Ways and Means
Committee. I would like to state it again here in the identical words:
"It is our firm conviction that this is neither good law, good govern-
ment, good democracy, nor good policy."

It does not make matters any easier that in most instances improper
transference of authority from .Congress to the Executive could be
corrected by subsequent legislation. There is grave doubt that cor-
rection in this instance could be made even if Congress were to desire
to do so. It has been held by the Supreme Court, as you gentlemen
must be aware, that international agreements may transcend the power

"* of the Congress and be binding commitments regardless of the sub-
sequent desire of our National Legislature. Since the act before you
has to do specifically with international commitments, it probably falls
within that same category. It may be relatively easy under the
pressure of political expediency to pass laws which are contrary to
constitutional provisions, if one has a realization of the fact that the
situation may at any time be reversed. It should not be so easy to
persuade one's conscience to permit such action when there is the dis-
tinct possibility that the action once taken cannot be corrected.

There is no reason why the intent of Congress to facilitate inter-
national trade through reciprocally negotiated reduction of tariff
barriers should not be carried out in an entirely constitutional and
legal way. What is required in order to do it is for Congress first
to determine specifically what its policy is and, second, to state that
policy clearly in a statute which sets forth yardsticks sufficient to
assure, through normal channels of judicial review of administrative
actions taken, that the will of Congress shall be carried out.

It is my belief, and that of the industry I represent, that the best
interests of everyone in the country demands truly democratic pro-
cedures with our own Government and that truly democratic
procedures require government by law enacted by the duly elected
representatives of the people in accordance with the Constitution
approved by the people.
What we ask is not that Congress abandon the principle of negotia-

tion of reciprocal tariff modifications, but that it pass laws establishing



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 357

such principles in accordance with the adjudicated standards for
properly safeguarded delegation of congressional authority. Neither
the present act, nor the proposed act accomplishes this result, although
the present act is a hesitant step forward in the right direction.

The CHAIRMAN. Any questions .
Senator MILLIKIN. I wish to congratulate the witness on his analysis

of the situation. It has been so long since anyone has talked about
the Constitution around here that you would have to get a page with
a powerful microscope to discover the last instance.

Mr. CANFIELD. Perhaps the last instance was the last time that I
spoke about it.

The CHAIRMAN. We will insert in the record of today a letter from
.\ir. Paul G. Hoffman, the Administrator of the Economic Cooperation
Administration, bearing upon this subject before the committee, and
also a letter from the Secretary of Commerce relating to H. R. 1211.

(The letters are as follows:)
ECONOMIC COOPERATION ADMINISTRATION,

Wahington 25, D. C., February 17, 1949.
The Honorable WALTER F. GEORGE,

Chairman, Senate Finance Committ e, Room 3812,
Senate Office Building, Washington, D. C.

DEAR SENATOR GEORGE: Enclosed please find a statement of ECA's views on the
trade-agreements legislation now before congresss . A similar statement has
already been sent to the chairman of the House Ways and Means Committee.

Sincerely, PAUL G. HOFFMAN, Administrator. Vo

FCA's POSITION IN REGARD TO THE FORTHCOMING RECIPROCAL TRADE AGREEMENTS :>
LEGISLATION To BE USED AS A STATEMENT To BE SENT TO THE CHAIRMAN OF THE 1
WAYS AND MEANS COMMITTEE ON OR SOON AFTER JANUARY 24, 1949 "T11

ECA strongly supports the trade-agreements legislation now before Congress. Z
In line with the over-all objectives of the Foreign Assistance Act of 1948 ECA
is especially concerned with accelerating the export of goods from European
.ountries to all foreign markets including the United States, as a means of enabling
these countries to balance their international payments and so reduce the as-
sistance they require from the United States. We support the legislation now
pending before Congress in that it aids in this effort. "Tt

ECA's interest in reciprocal-trade-agreements legislation stems from the basic
objectives of the Foreign Assistance Act of 1948 which are to furnish materials
and financial assistance to the participating countries "in such a manner as to
aid them, through their own individual and concerted efforts, to become inde-
pendent of extraordinary outside economic assistance within the period of
operations under this title * * *"

An increase in the world volume of trade is not only desirable but vitally nec-
,,ssary if the other countries are to recover their ability to pay their own way.
The reciprocal-trade-agreements legislation now pending before Congress Is a
basic means to the expansion of world trade, for this legislation will give the
President authority to adjust tariff rates and enter into tariff agreements (sub-
ject to definite limitations and procedures) for an extended period of time, thus
affording continuity of action.

Six countries now receiving ECA assistance are already parties to the general
agreement on tariffs and trade, a comprehensive tariff agreement entered into
by the United States under the authority of the Trade Agreements Act. Four
additional countries which now receive ECA assistance will participate in tariff
negotiations this coming April, looking toward accession to the agreement. The
Potential for recovery inherent In these negotiations depends upon favorable
action by Congress in establishing the proposed trade-agreements legislation
now pending before Congress.
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THE SECRETARY OF COMMERCE,
Wash4ngton 25, D. C., February 18, 1949.

The Honorable WALTER F. GEORGE,
Chairman, Senate Fintanoe Committee,

United Rtate8 Senate, WashingtoM, D. C.
DEAR SENATOR GEORGE: I understand that your committee has begun public

hearings on H. R. 1211, the reciprocal-trade-agreements legislation. Although I
do not card to appear before the committee to speak on the bill, I do wish to
have the views of the Department of Commerce included in the record of the
hearings.

The history of this legislation is well known to your committee and the policies
it represents need not be elaborated. There Is no doubt but what the disturbed
conditions of world trade arising from World War II and the conditions which
have existed since then have not been peculiarly favorable toward securing the
fullest benefits from these policies. However, it does seem clear that the tariff
adjustments which have resulted have benefited our consumers at a time when
supplies were short. The concessions received from other countries have also
been of significance to some of our exporters.

I should like to urge that the authority to conclude trade agreements under
this legislation be extended for at least 3 years from June 30, 1948. I also en-
-dorse the proposal that this extension be in substantially the same form as the
act prior to the 1-year renewal last spring. The former act was tested in prac-
tice and enabled the administration to carry out effectively the intent of the
Congress.

Sincerely yours, CHARLES SAwYER,
Secretary of Commerce.

The CHAMAN. I believe thaf that concludes all of the scheduled
witnesses for today.

The committee will recess until Monday at 10 o'clock.
(Whereupon, at 1:05 p. m., the committee recessed until 10 a. m.,

of Monday, February 21, 1949.)
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MONDAY, FEBRUARY 21, 1949

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Wa8hington, D. C.
The committee met at 10 a. m., pursuant to adjournment, in room

312, Senate Office Building, Senator Walter F. George, chairman, pre-
siding.

Present: Senators George (chairman), Connally, Lucas, Hoey, Mc-
Grath, Millikin, Butler, Brewster, Martin, and Williams.

The CHAIRMAN. The committee will come to order.
The first witness scheduled for this morning is Mr. H. L. Coe of the

Bicycle ]Institute of America.
Senator CONNALLY. Mr. Chairman, may I interrupt? I have a

telegram here from one of these witnesses scheduled, and he will not
be here. He wants this telegramput in the record, if I may have con-
sent to do that. The telegram is from Mr. Ernest 0. Thompson, mem-
ber of the Railroad Commission of Texas.

The CHAIRMAN. Yes, Senator, you may put it in the record.
Mr. Russell Brown, here, has more or less charge of the arrange-

ments for the entire petroleum group, but you may put this into the
record.

Senator CoNNALY. I will not quote it all:
My interest in protecting the general economy of my State Is connected with

the conservation of oil and gas. Any importation of foreign oil that would seri-
ously curtail the demand for oil produced in Texas under strict conservation
measures would necessarily be harmful to this State's economy.

That is the view. I would like to put the whole telegram, explain-
ing this, in the record.

The CHAIRMAN. Yes, it will be inserted in the record.
(The telegram referred to is as follows:)

Senator TOM CONNATY,
Senate Office Buiding, Washington, D. C.:

Just returned to Austin in time to get wire from Senate Finance Committee
Clerk Elizabeth Springer advising me Governor J'ester had asked that I appear
before Senate Finance Committee hearings Monday, February 21, on extension
of reciprocal trade matters outlined In H. R. 1211. Since it will be Impossible
for me to appear I will appreciate your getting into the record the following
statement: "My interest in protecting the general economy of my State is con-
nected with the conservation of oil and gas. Any importation of foreign oil that
would seriously curtail the demand for oil produced in Texas under strict con-
servation measures would necessarily be harmful to this State's economy." I
am sure that you appreciate this just as much as I do. Am sorry that the invita-
tion reached me too late to comply with the Governor's request. I appreciate
the committee's courtesy.

ERNEST 0. THOMPSON,
Member, Railroad Commission of Texas.
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Senator CONNALLY. Mr. Thompson, as I said, is a member of the
Texas Railroad Commission, and is very active in all railroad matters.

The CHAIRIMAN. Is Mr. H. L. Coe here?
(No response.)
Dr. Jolm L. Coulter?
Dr. Coulter, you are appearing in behalf of the National Renderers

Association?

STATEMENT OF DR. JOHN LEE COULTER, CONSULTING ECONOMIST,
WASHINGTON, D. C., IN BEHALF OF NATIONAL RENDERERS
ASSOCIATION

Dr. COULTER. Yes, sir.
The CHAIRMAN. You may have a seat and proceed with your pre-

pared statement, if you have one.
Dr. COULTR. I have a relatively short statement., which I would like

to present at the outset, and then develop any phase of the subject the
committee may wish to explore by questioning.

The CHAIRMAN. Yes, sir. You may proceed.
Dr. COULTER. My name is John Lee Coulter. and I am a consulting

economist, speaking on behalf of the National Renderers Association.
The National Renderers Association is a nonprofit trade organiza-

tion with headquarters at 945 Pennsylvania Avenue NW., Wash-
ington, D. C. This organization has a total of approximately 275
member companies scattered from the Atlantic to the Pacific coasts,
and from the Canadian border to the Gulf of Mexico.

These companies, largely single, independently operating estab-
lishments, are primarily engaged in the production of inedible tallow
and grease but have as major joint products hides and skins, protein
foods, tankage, bones, dried blood, and so forth.

This entire industry is built around the recovering of oil- and fat-
bearing materials resulting from livestock industry operations. In
turn. the United States is perhaps unquestionably the leading nation
of the world from the standpoint of number and classes of livestock,
including poultry.

Malny different kinds of animals are produced in great. numbers in
practically every one of the 3,000 counties of the United States and
on most of the more than 6,000,000 farms. Livestock of all classes
are an imlp)ortont part of the domestic economy, not only for the
edible commodities they yield, such as meat, dairy and poultry prod-
ucts, but also because joint products, such as fats and oils, hides and
skins, protein feeds, tankage, bones, dried blood, glands, and so forth
have a perfectly tremendous value when recovered properly.

It is not within the power of those engaged in this industry, or
within the power of the Government, to artrfically restrict the number
or classes of animals produced on farms, or slaughtered, or which fall
froim accident or disease, or to control the percentages of most fats
and oils, or the yield of other joint products or byproducts which
naturally flow from the livestock industry.

In other words, it is not a flexible industry. It is not easily con-
trolled by individual farmers or individual rendering plants, or indi-
vidual packers. They have to take the result of the weather and the
grass and the animals, and so forth.
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Therefore, when we bind ourselves in trade agreements not to im-
pose tariffs or excise taxes or to restrict imports except as a part of an
agricultural program, unless we agree to reduce domestic production
pro rata we are promising to do the impossible. This is one of the
reasons why we are vitally interested in the pending bill, H. R. 1211,
to amend and extend the Trade Agreements Act.

Senator MILLIKIN. Dr. Coulter, I would like to ask you a question
about that last paragraph. You say:

Therefore, when we bind ourselves In trade agreements not to impose tariffs
or excise taxes or to restrict Imports except as a part of an agricultural program,
unless we agree to reduce domestic production pro rata we are promising to do
the impossible.

The impossible in what respect?
Dr. COULTER. In the respect that we could not promise to reduce pro

rata our production as a part of an agreement with another country;
and unless we did promise to restrict our production we would be bind-
ing ourselves not to impose a tariff or an excise or processing tax or
a quota.

Senator MILI-KiN. And we cannot do that, because-
Dr. COULTER. Because of the nature of the business; the livestock

business being spread over every part of the Nation, every county in
the Nation. And we would be binding ourselves as if we were saying
"We never will ask for any concessions in any agreement."

CONSERVATION AND UTILIZATION OF USEFUL PRODUCTS OF 131
LIVESTOCK INDUSTRY 1

It is to be remembered that about half of the land in the United 101
States is not in farms but is waste or forest land. Furthermore, fully T1
half of all land in farms is primarily devoted to the production of Z1
pasture, hay, and forage crops. Most of this land is not adapted to the -j
direct production of such human foods as cereals, grains, seeds, fruits,"<
nuts, and vegetables, vegetable fats and oils, cotton, tobacco, and other
commercial crops. Furthermore, such crops as are grown commer-
cially as feed for livestock are almost universally produced in rota-
tion with cereals and other food or fiber crops, and it has been scien-
tifically ascertained that the original soils under cultivation would
have more rapidly deteriorated as a result of overcropping and
exhaustion, and loss from that process would have been supplemented
by wind and water erosion, had .it not been for the livestock economy.
In other words, the livestock industry is the sine qua non for the pres-
ervation of soil fertility as well as the food supplies and many other
useful commodities for the human race.

HEALTH AND SANITATION

The major function of members of the National Renderers Associa-
tion is the production of inedible tallow and grease, animal proteins,
and other products from literally billions of pounds of material which
would otherwise become a sanitation and health hazard. It is a mat-
ter of record that the operations of the industry are very closely
supervised and regulated by city, county, or State health authorities
and it is now a general practice that members of the industry be
bonded and otherwise licensed to assure diligent performance of this
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special type of assignment. Moreover, were it not for existence of
this industry, city, county, or State units of government would have
to provide for collection and disposal of such materials at great addi-
tional expense to the taxpayer.

While eliminating the possibility of extra local tax assessments by
their operations members of the association also pay very large sums
of money annually to farmers, ranchers, feed-lot operators, meat pack-
ers, slaughtering establishments, retail meat shops and chain stores,
hotels, restaurants, institutions, military establishments, and even the
homes of the Nation-through the household grease salvage program-
for the privilege of collecting these oil- and fat-bearing animal ma-
terials. Payments of this nature actually have the effect of lowering
the cost to consumers of such primary articles as meat, dairy, and poul-
try products, and also result in a somewhat increased return to the pro-
ducer of the animals.

CONSTITUTIONAL DUTY OF CONGRESS TO REGULATE FOREIGN TRADE

I think there is no need to consume time in discussion of the general
proposition that during periods of war or other extraordinary emer-
gencies it is a proper function of the National Government to provide
such regulation of foreign trade as may be necessary in order to main-
tain economic stability in this country or in the world. Section 8 of
article I of the Constitution specifically provides that it shall be the
duty of Congress to regulate the trade of the United States with for-
eign countries.

Senator MIION. Will you not have a large increase in your busi-
ness in the snow-bound areas?

Dr. COULTER. That is unquestionably going to be one of the things
which we will be confronted with.

Senator MILLIKIN. So if you are going to regulate that part of it,
you would have to regulate the snow.

Dr. COULTER. We would have to regulate the amount of grass and
the amount of fat which the animals put on their bodies. And if
you do that, and limit your livestock, you immediately are encourag-
ing erosion. It is nothing but the livestock industry in the pastures,
the hay, and so forth, that now makes possible prevention of erosion.

The CHAIRMAN. Where are you taking up now, Doctor?
Dr. CouLTm. On page 4.

INTERCHANGEABILITY OF ANIMAL7 VEGETABLE, AND MARINE FATS AND OILS

Animal fats and oils of domestic origin over any considerable period
of years normally provide substantially more than one-half of the
total quantity of fats and oils derived from all sources and used for
all purposes in the United States. It is well known that butter, lard,
tallow, and grease are the major items in this group of commodities
derived from the livestock industiT . One-third or more of the total
animal fats and oils comes within the classification of tallow and
grease. Production of those items has for a number of years been
in the neighborhood of 2,000,000,000 pounds annually. It is this item
with which the National Renderers Association is most directly con-
cerned. It must be added at once, however, that indirectly we are

362



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

equally concerned with the situation as it pertains to all fats and oils
and oil-bearing materials because of the general widespread inter-
changeability among the different fats and oils without regard to
whether they are of foreign or domestic origin and without regard to
whether they are from animal or vegetable origin because of the ex-
treme extent to which interchangeability in use is possible.

It is well known that a considerable number of extremely important
American industries are dependent upon imports for special techno-
logical reasons. Thus the tin and terne plate branch of the iron and
steel industry has found it highly desirable to secure, from foreign
sources, about 40,000,000 or 50,000,000 pounds of palm oil annually.

Senator CONNALLY. Is paln oil used in the production of edible fats?
Dr. CouLTFi. Yes; as a matter of fact, while I am not representing

the edible fats group, it is significant that just before World War II
started, in 1937, '38, and '39, we were importing as much as 400,-
000,000 pounds of palm oil. Now, the tin-plate industry only needs
about 40,000,000 pounds. And that is nontaxable. Now, tlen, the
rest of the 400,000,000 pounds used to go into the soap kettle. But
that was the lowest-priced field. Therefore other industries quickly
took palm oil into their hands, and commenced using as high as
20,000,000 pounds in the margarine and shortening industry.

Senator CONNALLY. That is what I was asking about, whether or
not its mixture with domestic oils, such as cottonseed oil, would make
an edible product out of it.

Dr. COULTER. Yes. And soybean oil and corn oil. That is right. 11
So while we started in with this as a product from Liberia that the >
iron and steel people needed for the tin- plate industry, and it then
got into the soap industry, it eventually found its way to the extent g11
of two or three hundred million pounds into the margarine and short-
ening field, displacing the other oils.

Again, in the paint, varnish and floor covering, oil paper and oil- I
cloth and related industries, the American market normally has found
it desirable to secure in the neighborhood of 100,000,000 pounds of J
tung, oiticica, and other quick drying oils to supplement or comple- -T t
inent the very much larger volume of linseed oil produced from
domestic or imported flaxseed.

Again, the soap industry ordinarily finds it highly desirable to
import substantially 20 percent of their fats or oils requirements in
order to provide the lauric acid present in such tropical oils as those
derived from copra, palm kernels, babassu and others in that par-
ticular group. Ordinarily, this means that there is a basic American
market for substantially 400,000,000 to 500,000,000 pounds of these
oils which come in the lauric acid group.

Again, the American market has become accustomed through long
use or tradition to use large quantities of olive oil largely secured
from Mediterranean countries although considerable quantities are
produced in the United States and other domestic oils are in large
measure used interchangeably with the imported olive oil. Other
less important illustrations could be cited.

But the same thing applies there, Senator. Linseed oil may be
used in many other uses than just paints and varnishes, and coconut
oil, copra, and palm kernel oil, oil derived from babassu, and the
others, are used, of course, in tremendous volume-half a billion
pounds-in the edible field. So that these imports not only affect our
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tallow and grease market and distort our lard market, but are equally
burdensome to the vegetable oils, the soybean oil, corn oil, peanut oil,
and cottonseed oil, which is the most important.

Altogether, it will be seen that ordinarily there is an American
market for some 500,000,000 to 600,000,000 pounds of tropical vegetable
fats and oils and/or oil-bearing materials, because of certain special
characteristics for specific purposes. On the other hand, American
producers have enjoyed an equally large market primarily in Latin
American and European countries for an equivalent quantity of fats
and oils of domestic origin. Lard has been the item of greatest im-
portance from the export point of view over a long period of years.
although cottonseed, soybeans, peanuts, and corn, and/or the oils
derived therefrom hold, an important place in the export market.
During earlier years, flaxseed, including linseed oil, held an important
place in the export market, and at the present time should again be
given an opportunity to find a place in the markets of Europe, since
the domestic crop in 1948 apparently will exceed our total require-
ments.

As a matter of fact, our crop of flaxseed this past year is such that
we have a considerable surplus to dispose of some place in the world.

Senator BREWSTER. Has that not been the subject of an agricultural
program designed to stimulate flaxseed production in our country?

Dr. COtLTER. Yes. In order to adjust the acreage between wheat
and other spring crops, the effort has been made to greatly increase
our flaxseed, and our farmers have expanded, especially during the
war and postwar period, with the result that now we are again on an
export basis; whereas for some years we were importing half of our
flaxseed.

Senator BREWSTER. I ran into that in the Imperial Valley last week.
where they had stimulated very large production; and they spoke of
it almost humorously out there, because of the stimulus which they
had received under the program. A great many of them had switched
to flax production.

Dr. COULTER. As a matter of fact, they found out there, that flax-
seed, a straw crop, was an admirable intercropping plant between suc-
cessive crops of vegetables.

Senator BREWSTER. A rotating crop.
Dr. COULTER. It was used so as to get two crops in the same year.

and also to rotate for the sake of the soil, to preserve the soil from
erosion and wind.

So we get ourselves into it, and then we find that we are displaced
by the imported commodity, and we bind ourselves to do nothing
about it in these agreements.

During the year 1945, the last year of World War II, imports of
fats and oils, including the oil content of imported materials, exceeded
exports by only about 64,000,000 pounds. In other words, we were
in fairly good balance in the closing year of the war. During the first
full year after the war, 1946, imports exceeded exports by 124,000,000
pounds. We were already commencing to get excessive amounts of
foreign fats and oils beyond our needs. During the full year 194T
imports exceeded exports by 622,000,000 pounds, and during the first
11 months of last year, 1948, imports exceeded exports by 629,000,000
pounds. The estimate is that it ran over 700,000,000 pounds of excess
imports during last year.
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I am going to pause for just one sentence there, and that is to this
effect: that as a result, certainly following right after it, the prices
of tallow and grease, lard, soybean oil, cottonseed oil, peanut oil, all
of them, have been vitally affected, so that at the present time, while
the packers would pay $20 a hundred, we will say, for hogs on foot,
the lard, which is the most valuable part of the hog, sells for 10 and
11 cents. The tallow and grease, likewise from the livestock, is now
selling at 8 cents, which is lower than the ceiling price during the
war period; whereas everything else has advanced some 70 percent.
It is not now paying the increased wages, charges for freight, cost of
coal, and other costs. In other words, the industry is now very vitally
affected, and we know, of course, that cottonseed oil is down to a
matter of 12 cents, whereas it was something like 24 cents at the
normal price.

In conclusion, it should be remembered that while the population
of the United States is about 145,000,000, the population of the coun-
tries of western Europe included in the ECA programs is substantially
double that figure, or 290,000,000. But these countries of western
Europe are peculiarly deficient in domestic supplies of fats and oils,
whereas the United States has demonstrated its ability to produce
substantially all domestic requirements, although there are certain
advantages involved in the importation of perhaps as much as 500,-
000,000 or 600,000,000 pounds of special fats and oils annually, for
special uses provided American producers can at the same time be 13
assured a reasonable export market for approximately equivalent 1I
quantities of domestic items normally produced in surplus. >

In other words, if we are going to bring in six or eight hundred
million or a billion pounds beyond our basic needs for specialties, we T11
should, then, somehow or other be sure that we are going to be able :0
to export an equivalent amount of our surplus cottonseed oil, peanut -i
oil, soybean oil, corn oil, lard, which I should have put first, and.<
tallow and grease. 0

It is true that the Scandinavian countries, especially Norway, bring '11
into the European market a very large quantity of whale oil from the "111
South Atlantic and Antarctic Ocean. It is also true that the Mediter-
ranean countries produce very substantial quantities of olive oil. On
the other hand western Europe with 290,000,000 people to serve, pro-
duces practically no corn, and therefore does not have resulting quan-
tities of fat beef cattle, dairy cattle, sheep, hogs, and poultry. Again
western Europe produces little cotton, practically none; therefore is
without the tremendous volume of cotton and cottonseed oil. Further-
more, western Europen produces relatively small amounts of soybeans,
peanuts, flaxseed, and other oil-bearing materials. Without delving
into all of the details of this subject, the general conclusion may be
drawn that western Europe, with double the population of the United
States, is deficient in most of the important fats and oils needed for
human consumption as well as for industrial uses. They must look to
the whale fisheries and the tropical countries of the world and to the
United States to make up these deficiencies. On the other hand, the
United States is capable for producing for export an amount of fats
and oils or oil-bearing materials at least equal to quantities of various
specialities which it seems advantageous to import from tropical
regions.
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Having briefly reviewed the more important problems which relate
to our industry-that is why we are concerned-from the standpoint
of international trade in animal, marine, and vegetable fats and oils,
and materials from which they are derived, the National Renderers
Association comes before the Congress with the request that in ex-
tending the Trade Agreements Act of 1948, or in repealing that act
and reenacting the act of 1945, and extending it from 1948 to 1951 with
amendments, full consideration be given to the following suggestions
for amendments.

We have in mind the bill as it came over from the House.
I. That before negotiations are commenced with any foreign coun-

try which may lead to concessions in rates of duty, excise, or processing
taxes, or to binding of the status quo as to these taxes, the President
shall cause a comprehensive study by the Tariff Commission as a
guide to him as to all pertinent statistical, economic, and scientific
acts which would have a bearing upon possible injury to domestic

agriculture, industry, and/or labor. Provision should be made for a
public hearing of interested parties as a feature of these investiga-
tions. If it is thought that 3 or 4 months is too longa time, and would
slow down the trade-agrements program, then a snorter time should
be specified. But the investigation must be made. Any finding by
the Tariff Commission should be by the entire Commission, with oppor-
tunity for majority and minority reports.

Under this procedure, if a member of the Tariff Commission sits
with the Trade Agreements Committee, it should be to inform that
committee of the findings of the Tariff Commission, and not to deter-
mine public policy. The President would still be in position to con-
sider other factors in deciding what, if any, concessions to make; such
as national defense, general security, conservation, public health, and
so forth. Whether and/or under what circumstances the President
should explain his reasons for action to Congress--or to the Senate,
in the case of a treaty-is a matter for the Congress to decide. The
results of the comprehensive investigation by the Tariff Commission
should be given to Congress and should be public in the same manner
as the pub ic hearings, after proclamation of any final agreement.

This proposal is in complete harmony with the so-called escape
clause in the Mexican agreement, now included in all new trade agree-
ments under the Geneva Agreement on Trade and Tariffs, and as
proposed in the Habana Charter. But the investigation would be
before the concession and therefore before possible injury, instead of
after injury or threatened injury. An ounce of caution is better than
a pound of cure.

Senator BiiwsTER. Then it is not in complete harmony. Under
those agreements, they have a postmortem.

Dr. COuLTER. That is all they have. But they do have in that escape
clause, a provision that in case of injury or threatened injury, the
Tariff Commission shall make an investigation of the economic, sta-
tistical, and scientific facts.

Senator BREWSTER. After the fact.
Dr. CouLar=. After the fact. That is true.
All we ask is for the investigation; and if, after the investigation,

the President finds that the public health or something else is an im-
pelling risk, he must then take that over and above the economic and
scientific facts.

I
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Senator MILLIKiN. Do you have any objection to the President tell-
ing the people why he took that action?

Dr. COuLITR. I do not care one way or the other on that point. Nor
am I concerned with whether it is 3 months or 4 months. I sat for
years as a member of the Tariff Commission, and know that there
never was an investigation that needed to be dragged out more than
3 or 4 months, even when we sent experts to foreign countries to browse
around and get us background information. And if the President,
as the Chief Executive, feels that a domestic industry shall be sacri-
ficed, in spite of these facts, let him act accordingly, and let him make
his peace with Congress.

Senator MILLIKIN. Are you willing that the President should have
that power?

Dr. COULTER. Not unless the Congress sees that this is one of the
problems that they want to take up with the State Department.

Senator MILLIKIN. I am asking you what you think, Doctor. Do
you think that the Executive should have the power to destroy Ameri-
can industry?

Dr. COULTER. I have always taken the position that these were
treaties, Senator, and they either should be approved by the Senate as
treaties-there is no reason why we should worry about a little delay
there-or else submit them to the Congress with opportunity to either
approve or reject a trade agreement.

Senator MILLIKIN. Let me ask you for your personal opinion. Do
you believe that the President should be permitted to sacrifice an in-
dustry "for some impelling reason" as you describe it, without his
being required to make an explanation to the Congress?

Dr. COULTER. 1 think he should, but I am not here trying to de- !I
termine the jurisdiction of Congress, but only to bring forward the T11
fundamental fact that this thing cannot be done adequately and safely 31
for the Nation until we have the facts. Of course, there might be a -1.
matter of national defense, let us say. 0c

Senator MILLIKIN. What better reason could the President give *"%
than that of national defense? let

Dr. CouLTR. I think he should tell that to the committees of Con-
gress without fail, and present it for rejection or approval. But cer-
tainly we do want this investigation made in advance, because we do
know that at the present time, and in the last 2 years, each year. the
imports have exceeded all that we have been able to get rid of. And
we were restricted even under ECA to the extent of six or eight hun-
dred million pounds, and it has brought the price of all these products
down to an insufferable level.

II. That the so-called escape-clause, now generally accepted as one
of very wide practical application, shall be added to all of the out-
standing trade agreements negotiated before the Mexican agreement
and before its inclusion under GATT and its proposal in the Habana
Charter. uh

I shall not attempt to further develop that; although you had an
excellent illustration before you, I think, on Saturday, where there
is no such escape clause in the Swiss agreement, and therefore the
watch people are unable to even get access to an escape clause, let
alone a court review.

III. That the so-called escape clause be modified to make it more
automatic in application. After an investigation by the Tariff Coin-
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mission, with report to the President, he should be authorized to sus-
pend any concession, pending further negotiations, in the same manner
as he now proclaims concessions after Tariff Commission study and
consideration of other factors. It is recognized that the principal
supplier in turn would be empowered to withdraw equivalent conces-
sions.

But certainly we then should not drag it out for a year or 2 or 3,
with further negotiations, not only with the country in question, but
all other countries, and then.with the ITO and something else. There
should be an automatic suspension if present damage is claimed.

Senator MILLIKIN. He has that power under the Geneva agreement.
Dr. COULTER. But we are binding ourselves to such an extent that

it has to go back through all of the channels.
Senator MmLiKIrN. -Ie can take an immediate escape. But the

channels then operate in the postmortem fashion that Senator
Brewster was speaking of.

Dr. COULTER. One of the bad features of it as it stands in that re-
spect I make, point four.

IV. That the provisions in section 336 of the Tariff Act of 1930.
to the effect that adjustments in tariff shall be related to trade with the
principal foreign producer or supplier, shall have equal application
in proposed concessions in the negotiation of trade agreements. In
other words, this would require that in future negotiations the con-
cessions must in the first instance be in return for equivalent conces-
sions from the principal supplier of the like or similar domestic com-
modity. There could then be no objection to the continued applica-
tion of the unconditional most-favored-nation provision extending all
concessions to all other cuntries--except where cuntries were found
to be discriminating against our export trade.

The reason I am emphasizing that point here is that pending at the
present moment are about 400 items, in concessions to be granted to
about 13 countries in a new Geneva meeting beginning in April.
And one of the items is this item of palm oil. We have picked out
poor little Liberia as the country to which we are going to make a
concession in the way of binding it on the free list and perhaps cut-
ting processing taxes, and so forth, although Liberia I think at no
time has produced more than one or two or three million pounds.

Well, the Belgian Congo and Nigeria and the British areas, the old
Cameroons, the German areas, Tanganyika, Sumatra in the Dutch
East Indies-why, there are 10 others far more important. Why bind
this and then extend and generalize that to everybody else? Then if
we get into trouble-and we know that we are in it a ready-we have
no escape. Because even if you canceled your concession to Liberia,
all the rest of them are going to come up and say, "Why, we under-
stood that was bound there so as to generalize it to all of us, and now
we are all injured, and we are going to upset all of the trade agreements
which we have with you."

Well, that is why I put that in: because of our immediate fats and
oils situation.

Senator BimwsTFR. Do they have the right to protest if you rewind
a concession to a minor supplier, although it is not included in their
agreements except byi mplication?

Dr. CoUrTMi . It is extended to them under the law.
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Senator BREWSTER. I understand that, but I say: Do they have a
ri rt then to reopen their whole agreement?

Sr. COULTER. Y es, they have a right under the GATT the Genera!
Agreement on Trade and Tariffs, under the ITO Charter that is
pending, to put in their protests, and to cancel concessions which they
claim to have made.

Senator BREWSTER. That is entirely ex-post facto. They made an
agreement in which this was not included. Subsequently we made an
agreement with a minor supplier in which it was included. If we open
that up, that then opens up the whole field.

Dr. COULTER. But the 23 countries that entered into the first Geneva
agreements are parties to the second agreement, which is going to be in
April. And they will, pro forma, while not making any new conces-
sions, extend to these new 13 countries their blessing, and get all of
the concessions extended to these 13 new countries.

Senator BREWSTER. I understand that. But I want to be perfectly
clear that that then enables them, if any concession is withdrawn from
any single small supplier, to reopen their entire agreement.
Dr. COULTER. It does.
Senator BREWSTER. Is this by the validation of all of these by this

new arrangement, or is that incident to the old arrangement?
Dr. COULTER. That is both. Because when they meet with the 13

new countries at Geneva-or I think they are actually going down to
a summer resort at Annecy to have their meetings-

Senator MmLiKIN. That results from allowing them to draw their Oh
"GATT" on us. 01

Dr. COULTER. Yes. Well, they say that GATT is not "Geneva agree- >
ment"; it is "General agreement." So they do not need to meet at 101
Geneva. T11

So that when, in the first group, they extend the most general favor-
able treatment to these newcomers, they are in turn getting a conces-
sion; which is any concession which we may grant to those 13.-S

Senator BREWSTER. We have that involved in the clothes-pin situa-
tion. We suddenly gave Mexico a concession on clothes-pins, and im-
mediately the other major suppliers moved in. It was a perfect illu-
stration. But as I understand you, if we reopened that, all of the
agreements could automatically be reopened.

Dr. COULTER. That is true.
Senator Mir.rIN. Doctor, is it the fact that whether you make your

deal with the principal supplier or with any other supplier, all affected
countries have a right to make compensatory escapes?

Dr. COULTER. That is true. That is the summary statement, as I
understand it.

The CHAIRMAN. All right, Doctor.
Dr. CouLTER V. We think, somehow or other, there ought to be

opportunity for judicial review of this proposal, or certainly the details
of it, if American industry and labor and agriculture are to be closed
down by an administrative act; somehow to get into the courts.

VI. In the case of all future trade agreements, it should be more
specifically provided that no concession shall be effective which shall
be in conflict with acts of Congress, which reserve the eight to develop
domestic agricultural or other programs to assure equitable treatment
and prosperity to all segments of the domestic economy. The Sugar
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Act of 1948 may be cited as an illustration of the specific act. Other
general agricultural and labor legislation might equally well be cited.
Other legislation of a domestic nature might have a direct bearing
upon international exchange.

Senator MILLIKIN. Dr. Coulter, would you say that the President
has any power to repeal an act of Congress under the grant of au-
thority that has been given to him under the Reciprocal Trade Agree-
ments Act?

Dr. COULTER. I think he should not have, but he has done so system-
atically. The Constitution, section 8 of article I, says specifically that
Congress shall determine the exchange rate between domestic currency
and the currency of foreign countries. Yet we went in and made a
trade agreement with Belgium, with exchange ratios definitely estab-
lished. The day after our President proclaimed the trade agreement,
Belgium left the gold standard, cancelled all of her concessions,
doubled her concessions she got from us, and started pouring in prod-
ucts. I refer here to "other legislation of a domestic nature which
might have a bearing upon international exchange" and "government
trading by foreign countries", that is, where the Government itself
can take a loss on any item in order to get rid of something they have,
or in order to build up a dollar exchange, or for any other reason. We
are trading ourselves away.

I refer to "treatment of imports shipped by foreign cartels." We
prosecute our own people if they engage in monopoly or anything of
that sort. Congress may find it necessary to provide for situations of
that sort in the field of critical and strategic materials, stock piling,
and other subjects.

This provision should be made to apply to all trade agreements
already negotiated, including those grouped under GATT and similar
provisions, which should be included in the Habana Charter if, as or
when, it is presented to Congress or the Senate for approval.

The acts of Congress shall prevail over anything put into a trade
agreement, which is not a treaty.

VII. No human being, however endowed with foresight or power
to interpret indications of what is in prospect, could possibly deter-
mine whether it would be better, for America or for the world, to
extend the act to 1951 or 1952. We have no very definite recom-
mendation to make on that point.

When the law now in effect was enacted last year, however, it was
limited to 1 year for two very definite, and I think very desirable
reasons:

(1) It was understood that the Habana Charter for ITO would
be ready to take the place of GATT. It was desired to give plenty of
time to study that attempt to codify and elaborate upon the whole
field of international economic law. And the law was extended for
1 year, so that trade-agreements extension now could be tied in, in
whatever way seemed best to the Congress and to the country, so that
Congress, if it approved ITO would be approving these hundred
articles, which are added to the rate concessions. And we would know
what the law was, either in treaty form or in legislative form.

(2) Plans called for an extension of ECA, the European recovery
program, to June 30, 1952. It was thought probable that these three
pieces of related legislation could or should be coordinated. In other
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words, in each of our agreements with each of the 19 western Eu-
ropean countries, we have entered an agreement, which is substan-
tially the Trade Agreements Act. We -have said to each of the 19
countries, "We have a Trade Agreements Act, and you and we are
going to work this thing out up to and through June 30, 1952." If
you have examined those 19 agreements between this country and
those countries under ECA, you will find that they have adopted the
trade-agreements program as a binding program, even though no
appropriation has been made except for this first year.

Whether these plans had or have merit, remains a matter of uncer-
tain speculation.

Those are the main points. There are a great many other things.
As you know, from hearing me before, I feel that this is one of the
most vital pieces of legislation pending before the Congress and be-
fore the Nation.

The CHAIRMAN. As a matter of fact, Doctor, you have never agreed
to it, have you?

Dr. COULTER. Oh. I was one of the very first proponents. Mr. Chair-
man. I wrote a number of memoranda, at Secretary Hull's request,
and as a member of the Tariff Commission at that time, pointing out
suggestions which I thought would be helpful, many of which were
included. I was then on the Tariff Commission. This act was passed
on June 12, 1934, and I wrote a commendatory letter and made a
number of suggestions which I thought would be very helpful.

Incidentally, I did say that I could do it in all good conscience, be- 01
cause the Republicans, from the days of McKinley and way before
that, had been talking about trade agreements and reciprocity, and >
had not gotten as much done as I would like to have seen done, as a D0
Republican, as a progressive Republican. That came to the Presi- T11
dent's attention soon afterward, not on the 12th of June 1934, be- 701
cause a matter of 2 or 3 days afterward the President asked me if I
would just as soon serve as a member of the Connittee for Recip-
rocity Information. I readily agreed to do so. But I said, "Mr.
President, I am not in the Army or Navy. I can't represent the
national defense. I am not in the Commerce Department, so I can't
represent them. I am not in agriculture or labor, so I can't represent
them."

The President said, "Yes, but there are others. I am going to ask
you to give up your Tariff Commission assignment and be appointed
as a special adviser in this field and sit with the Committee for Recip-
rocity Information." And I did. A few days afterward I was re-
assigned and became a member of the Committee for Reciprocity In-
formation and was one of the first ones appointed.

I helped to draw up the first rules and regulations and sat in all of
the hearings for a considerable period, about 20 trade agreements,
and practically wrote the first agreement, a Cuban one; because I had
been on the Tariff Commission and had made a complete study of the
tariff on sugar.

The Tariff Commission, as a result of my study there, recommend-
ed-and it was unanimous--three Republicans and three Democrats-
that the tariff on sugar be reduced 50 percent at that time, which was
1933, provided quantitative agreement could be entered into with
Cuba that they would not flood this market. And the President liked
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that idea, and said specifically that he favored including that in the
first trade agreement, the one with Cuba. And I included that, and it
was the specific recommendation of the Tariff Commission.

The CHAIRMAN. Did you sit in on the Swiss treaty'?
Dr. CoULTR. I think I was still there when the hearings were had.

But when I found that they were not limiting themselves to the prin-
cipal supplier and that there was no escape, I resigned and began an
independent professional career, and now for a dozen years have had
my own offices and have been urging some of these things for about
10 years.

The CHAIRMAN. I misunderstood you. For a long time I thought
you originally took the position that these trade treaties were treaties
and ought to be ratified as such.

Dr. COULTER. I put that as a preface. But I said then and all the
way through that if you will negotiate with the principal suppliers,
so that if there is any concession made you will get a concession, and
if you will provide some reasonable way of getting out if you find
you have misjudged the situation, or changed conditions, or new ac-
tions by other countries, like Belgium, the day after her agreement
when she departed forthwith from the gold standard which she and
Holland and Switzerland had maintained-I said that unless there is
a mistake, I feel that I can do better work by urging some of these
improvements. And most of these are nothing new with me, and have
not been for 10 years.

The CHARMAN. That is what I recollect. You appeared in all of
these hearings on each renewal.

Dr. COULTER. Yes, indeed; urging not the repeal, but urging that
this method of procedure was so far superior to the congressional
method, where, when you have so many thousand items it is so diffi-
cult. I had followed this matter. I was on President Wilson's per-
sonal economic staff, you know, in 1913, and at his behest visited some
25 countries of Europe, even the sugar beet fields of Russia, because
sugar was one of the vital questions at that time. And I was an
economist, and in professional work at that time, and knew President
Wilson very well, and he appointed me with Secretary Bryan to serve
in a special capacity.

So I have been following this since the act of 1913. And I still
think there is a better way than the congressional way. And as a re-
sult of several years on the Tariff Commission, I think that the 336
flexible way is a slow way, and that many situations arise where we
should not merely make the concession by cutting rates, but we should
get them by negotiation.

Therefore I have over and over urged that since we did not include
tariffs in our commercial treaties, we should have the counterpart in
the way of either trade agreements available for Congress to veto
if it pleases, or else make them treaties, and let the Senate pass its
approval.

Now, that has been my position all the way through.
The CHAIRMAN. Any questions, Senator Connally I
Senator CONNALLY. No questions.
The CAIxA . Do you have any questions, Senator MillikinI
Senator Mrunx . I have none.
The CHAIRMAN. Any questions, Senator Brewster?
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Senator BREWSTER. Yes; I have some.
I would like to have in the record a little history of this tariff mat-

ter as you apparently are in the best position to give it.
6 oing back to its very early days, to my earliest recollection, at

least, under President Wilson and subsequently a very substantial
body of thought grew up critical of the so-called political determina-
tion of tariffs, under what were alleged to be a very serious evils
arising from logrolling in the Congress. That tariff was more or less
of a local problem, and that culminated in the various tariff acts which
were under very serious challenge. It was felt that domestic politics
should not enter so largely into the confirmation of tariffs.

Dr. COULTER. That is right.
Senator BREWSTER. Is that a fair appraisal of it?
Dr. COULTER. And that was why President Wilson after the act of

1913 took immediate steps to try to get a Tariff Commission. And the
Tariff Commission was created at that time. I was here at that
time. Dr. Tom Page, of Virginia, and I served for many years both
in an advisory capacity and later as members of the Commission.
And may I say that while Dr. Page was, as much as Dr. Taussig, a
"free trader" in his general economic theory, after we had finished
the first 150 rate-change studies under the Tariff Act of 1930. we
found that he and I had never disagreed in any case in 150 cases,
and that he had agreed to as many increases in rates as I had agreed
to reductions in rates. And they had been based in every case auto-
matically on the findings of the economic, statistical, and scientific Oi
backgrounds; except in one or two cases where there was a question 01
of trying to measure prestige. Britain wanted our tariff reduced on 31
pen points, because the Spencerian point had been the point of the 101
world, and they wanted to supply the American market, and we had T11
two or three companies making pen points, and there were questions 1
of intangibles or imponderables that we did not feel we should go
into beyond the specific facts.

Senator BREWSTER. They did not want the tariff point on pen points ?
Dr. COULTER. And Dr. Page and the others, including Dr. Dennis,

had agreed equally on about 50 cases, where we couldn't find ally basis
for either an increase or a decrease. Now, there was not a single
case upset in that period. And the first one that raised a question
was on the 23d of September 1931, when we had sent three recom-
neldations to President Hoover, unanimously, for reductions. I re-
fer to the Tariff Commission. And that day Britain left the gold
staudard, and we recommended to the White House that those be
held in abeyance until we could observe the effect of manipulations
of currencies.

Senator BREWSTER. Now I would like to establish this record a little
consecutively.

When was it that the Tariff Commission was established?
Dr. COULTER. In 1916. There had been tariff boards before that for

in divi dual periods.
Senator BREWSTER. Now, the entire philosophy for that was to seek

a scientific determination of appropriate tariff rates?
Dr. COtLTER. That is exactly it.
Senator BREWSTER. And that was the whole background and the

tradition of the Tariff Commission which gradually developed to
have it on primarily a scientific basis?
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Dr. CouLTER. That is right.
Senator BREWSTER. To get away from what were alleged to be the

evils of domestic politics and logrolling in the determination of tariff
rates ?

Dr. COULTER. Yes; and they did the most extraordinary thing in
setting up a Commission of six members, three of each party, whereas
no other committee, court, judicial body hardly ever known, had other
than an odd number, so that it could break a 50-50 vote.

Senator BREWSTER. You will give credit to Senator Connally for
creatin such a committee in foreign relations, when we created the
UnitedNations.

Dr. CouLTER. Yes; I think Senator Connally and Senator Vanden-
berg made a wonderful record.

Senator CONNALLY. Thank you.
Senator BREWSTER. That is a matter of public record. Now time

marches on. We go to the Smoot-Hawley tariff, and its allegedly ex-
cessive rates, and the depression, and the creation of this new method
of approach.

As time passes on, it is now, as I understand it, alleged-and I
would like to haveyour estimate of this-that while we have moved
substantially away from the zone of domestic politics in the determina-
tion of rates, now international considerations become a very important
factor. Perhaps they always were; but at any rate, that is the basis on
which the departure from the so-called protective standpoint for indi-
vidual industries is brought in question. And it is alleged that these
other considerations of which you speak, of Government policy, inter-
national problems, exchange problems, and all these other things, must
be a substantial if not a determining factor.

Does that not boil down now, having departed materially from do-
mestic politics in determining tariff rates, to entering the realm of
international politics to determine tariff rates?

Dr. COuLTER. It is getting very, very much that way.
Senator BREWSTER. Is there not as much danger that considerations

of that character will undermine the scientific approach to tariffs, as
far as protection of individual industries is concerned?

Dr. COULTER. The great danger there is that if you have no Tariff
Commission study of your facts and the scientific details and the nego-
tiations are carried out primarily from the standpoint of representa-
tives on the reciprocity committee, from Commerce, Agriculture,
Treasury. and so on they are going to determine the whole thing from
that standpoint, and almost completely ignore the basic factors.

Now, I remember very vividly that in 1916 when President Wilson
was so anxious to get that through. He wanted it for the one-hun-
dredth anniversary of the act of 1816, which was the first protective
tariff. He said, "Now, after a hundred years we can start down."

Up to 1816 we had entirely a revenue tariff, but after the war of
1812-16, we were so sick and tired of being bullied by the rest of
the world, with them setting the prices, and so on, that in 1816 we
started in on a hundred-year program. In 1916, the new Tariff Com-
mission was established. But it had no flexible powers. It was merely
to study. Then, in 1922, it was thought that the time had come for
Congress to set up in the Commission an additional power, and that t
was for adjustable rates. And there the formulas or criteria, or yard-
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sticks were set forth in section 315 of the Tariff Act of 1922. That
was in effect then up to 1930.

Senator BREWSTER. Was that the Fordney-McCumber tariff ?
Dr. COULER. Yes.
Senator BREWSTER. Was that where they allowed the President to

increase or decrease rates of duty as much as 50 percent?
Dr. COULTER. Yes.
Senator BREWSTER. And that power still exists?
Dr. COULTER. That power still exists. But as soon as any item is

taken over for consideration, for concession in a trade agreement, it is
withdrawn from the jurisdiction of the Tariff Commission, and they
can no longer investigate any such item. And now 75 or 80 percent
of all items in the tariff act have been taken under advisement for
trade agreement.

And may I say that in a great deal of that they have taken the
classification phase. There are about 4,000 items where rates have been
changed or bound, and under the trade agreements thus far negotiated
there have been about 2,000 items added by subclassifications and new
definitions. An item that is in a blanket clause or n. s. p. f. or general
clause, they have picked out and put a special rate on it, so that if you
should start now in Congress to legislate, taking our present rates as
a base, you would have 2,000 or more items to decide on more than you
had when this act was passed.

Senator BREWSTER. Now, you are familiar with the statements of
President Truman as to the protection of domestic industries. 01

Dr. COUER. Yes. 01
Senator BREWSTER. I believe his language has always been "in- >

dustries" as distinguished from "industry." That is, he repeatedly, D1
I think, and publicly stated that he would not permit any mercan r l
industry to be injured, or very seriously injured by this program. 101

Dr. COULTER. Yes.
Senator BREWSTER. Is it possible for anybody to determine whether ",

or not there is injury if you do not have a determination by such
a body as the Tariff Commission?

Dr. COULTER. I have not been able to think of any other way.
Senator BREWSTER. That was the concept of President Wilson in

its creation, undoubtedly.
Dr. COULTER. Absolutely. It was to get away from the experience

he had, as he said, in getting the Underwood Act.
Senator BREWSTER. Does not the finding of the Tariff Commission

as to the peril point for a domestic industry with the further power
of the President to disregard that, if he feels other considerations
are paramount, combine the two approaches very effectively?

Dr. COULTER. I think that is correct.
Senator BREwsTER. That is why you contend so earnestly for a

preliminary finding by the Tariff Commission as to its impact upon
a given domestic industry.

Dr. COULTER. A thorough study.
You know, while I am not representing here today any other group-

I do have various clients-it is a fact that the Tariff Act of 1922
did not even mention rayon. Your cotton people, Senators, had
never heard of rayon. The word "rayon" did not appear in the
tariff act. But there was artificial horse hair, and one or two other

375
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synthetics, so that when this synthetic thing called rayon came along,
it was another item in that general proviso. Changes are coming so
rapidly in our modern period. I heard, within 24 hours, that the
steel industry may not need any palm oil after this year. And yet
they have told Congress since the turn of the century, "We have to
have palm oil, and we don't want any tariff or processing tax on it."
And when an excise tax was put. on palm oil, it was provided, however.
that if made indelible and used for the tin-plate industry, the excise
tax was waived; so important was it. And now I am told within 24
hours that they are sure they have a substitute and will not need
palm oil, and they don't care what happens to it now.

Senator BREWSTER. What has been the condition, Doctor, in the
past 16 years as to the tariff situation, first during the depression
and second during the war? What has been its effect as far as tariffs
were concerned?

Dr. COULTER. Well, so far as the trade agreements are concerned.
they have been substantially inapplicable.

Senator BREWSTR. Why do you say that?
Dr. COULTER. Because of the depression and the getting ready for

the war, and the war period, and the postwar period. This market
has not been, until relatively recently, overwhelmed by any mass
of imports at industry-breaking prices as a result of some concession.

Senator BREWSTER. In other words, the question of whether we have
approached or passed the peril point for American industries gen-
erally has never been tested in the last 16 years, first because of the
.depression in the whole world, and secondly because of the war.

Dr. (OULTER. That is right.
Senator BREWSTER. So that it is impossible to have, at any rate.

a scientific opinion as to whether or not we have reached too low
a point as far as protection of American industry is concerned.

Dr. COuLrER. The Tariff Commission, in a five-volume report within
the last year, in response to an Executive order from the President,
says specifically that from all of the facts, and from their constant
study of every item, they are unable to place their finger upon any
evidence, measurable evidence, indicating that American industry has
been benefited or injured, up to that time.

Senator BReWSTER. During that period?
Dr. CouuiTr. Yes. Now, that brought us up past the war. And

that is an admirable report. It is a mimeographed study.
Senator BREWSTER. What was the effect on the tariff situation of the

departure from the lold standard?
Dr. COULTER. Web, of course, that distorts at once the values of

currency and the terms in which commodities are paid. And I may
say that I think that it is and was before 1934, the most vital thing,
.and had it been dealt wit'b as an international monpfk-- problem at
that time, we need not have had the collapse in this country in '32, e
"33, and '34, and we -- ... :J,,y would not have the distortion of rates.

Under the Tariff Act of 1930, actually the rates enacted by Congress
averaged out at just about 38 percent. Yet because of that price col-
lapse, precipitated by the international monetary manipulation, our
tariff rates were actually almost 60 percent; or 59 percent.

Senator BREWSTER. You are referring now to the Smoot-Hawley
ActI
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Dr. COULTER. Yes, the Smoot-Hawley Act. We are told constantly
that Congress passed an act providing a 69-percent tariff, the highest
in the history of the world, the highest of any country; which, of
course, was just a lot of talk. But the 38 percent, because of the price
collapse, which in turn was a feature of the international exchange
changes and manipulations is, when converted into effective rates,
actually 59 percent average on all of our dutiable imports.

Senator MmmxIN. Let us look at the obverse side of the coin. Is it
not axiomatic that if you depreciate your currency, you improve the
position of your exporter?

Dr. COULTER. That is right.
Senator MILIKIN. So that the depreciation theoretically, at least,

helped the exporter, although it may have had the effect on imports
which you described.

Dr. COULTER. And the reason the other countries depreciated-all
these countries-was in order to stimulate their exports.

Senator MILLIKIN. There was a balance there between the advan-
tage to our exporters and-the disadvantage to foreign exports to this
country, theoretically.

Dr. CoULTE. That is true. But my contention was the same all
the way through at that time. I think the proceedings before the
Ways and Means Committee in 1932, in January or February, will
show that I was a witness there for several hours, just on the one ques-
tion of whether some way couldn't be found for evaluating the cur-
rency exchange manipulation and the price manipulation. 31

Senator MmLKIN. Now, I may be oversimplifying, but is this not 31
roughly true, that in a period where the world currencies are as >
unstable as they are at the present time, you simply cannot make effec-
tive tariff agreements unless you have all sorts of provisions in there
for adjustment of the changing values in currency?

Dr. COULTER. That is true. And I think it is equally true that the
'modern scientific era is such-I mentioned rayon just as an example-
that we have literally revolutionized our procedures. When we
brought in palm oil for the tin-plate industry, we had no idea that .2
that was going to displace cottonseed oil to the extent of 200,000,000
pounds and break the price of it at the present time.

Senator MLLIKIN. May I refresh your memory, Doctor, that the
Reciprocal Trade Act was passed as an emergency measure to get us
out of the depression?

Dr. COULTER. I think that was a talking point.
Senator MiLLiKN. The language is in the act.
Dr. COULTER. Yes; well, those who wrote the act wrote too much

in it. And the House now, I am very thankful, in the pending meas-
ure, have asked permisison to "let's drop that and get away from
all that foolishness." That wasn't a fact, and it was just a good talk-
ing point, and it was thought of as a selling point. But it never was
elective.

Senator BREWSTER. At any rate, if it were passed for that objective,
it did not accomplish it, as we still had 8,000,000 unemployed in 1940,
after years of its application.

Dr. COULTER. Yes. Other things, you see, were so fundamental.
The CHAIRMAN. Have you any further questions, Senator?
Senator BRIEwsTE. Yes, I have a number of questions.

8S697--49--pt 1-25
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The CIAIRMAN. We have a long list of witnesses.
Senator BPiwsTFR. Well, we have a long list of unemployed up in

the State of Maine, and we are interested in the fact, and we want to P
find out, if we can, what is the difficulty.

You spoke of the effect of the gold standard, that it helped the
exporter and conversely injured the importer. ti

Dr. COULTER. When any country departed, it affected the price, t
and by so doing it stimulated exports.

Senator BREWSTER. And assisted the foreign exporter to this coun-
try; who came in, in other words, as an importer. W,

Dr. COLTm. That was the intention. V
Senator BREWSTER. In other words, if you were proceeding on a

protective tariff theory, when you departed from the gold standard, t

and you materially modified the protective principle in its appli-
cation.

Dr. COULTER. That is quite right.
Senator BREWSTER. So that that was a very substantial factor in the I

situation. We went, did we not, at that time, to a so-called 60-cent
dollar? f

Dr. COULTER. Yes. a]

Senator BREWSTER. Would that mean that there was an approxi- ai

mately 40-percent variation in the protective tariff as a result of tc

that? 0]
Dr. COULTER. As to the effectiveness of it.
As a matter of fact, when Britain left the gold standard, in Sep- te

tember 1931, even Canada, which stayed on the dollar-exchange basis
with us, imposed what they called an exchange duty, to supplement
the regular duties, whatever they were, in an amount depending upon
the extent to which the British pound sterling departed from the st
gold base. France did the same against England. Belgium did the
same. d

In other words, those countries said, "Well, you can go off gold if C
you want to, and think you are going to export and dump on us, but

you are not going to. We will impose, in addition to our regular
duties, an exchange duty." Several countries did it.

Senator BREWSTER. That is very interesting. I know I 1jad that
from Mr. Bryan who I think was chairman at the time. And as I
recall his statement to me it was that when we went off the gold a
standard, we practically tIrew the protective tariff principle into
chaos.

Dr. COULTER. That is right.
Senator BREWSTER. That is a fair appraisal of the situation? b(
Dr. COULTER. Well, those who did so thought we should match

what the other countries had done, to get back into the oikd basis. cI
Senator BREWSTER. But then you came into a competitive depre-

ciation.
Dr. COULTER. That is right. ii
Senator BREWSTER. Was the economic stabilization conference

London held in 1934 or 19331
Dr. COULTER. In 1933, in June. r
Senator BREWSTER. That was designed to attempt to terminate that

competitive depreciation, was it not?
Dr. COULTER. That is true. That was the big thing that they were ti

talking about. el
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Senator BREWSTER. And that was the thing that Secretary Hull was
profoundly interested in?

Dr. COULTER. Yes, indeed. He went there in April, I think, of 1933.
Senator BREWSTER. To achieve that objective. And it was a deci-

sion in this country at that time by President Roosevelt against con-
tinuing that conference that resulted in terminating at that time the
attempt to stabilize the exchanges.

Dr. COULTER. I think it perhaps is true that during that early pe-
riod, March, April, and May. the President had decided to devalue our
own. In other words, unilaterally he decided, as a result of his ad-
vice that the way to do it was to bring ours back to their level, all of
them being on a depreciated basis.

Senator BREWSTER. In other words, he did not think it was a favor-
able time for us to enter into such a stabilization agreement.

Dr. COULTER. That is true. He thought by devaluing our own gold
and getting on their line-George Warren, of Cornell, who was a close
personal friend of the President and of mine, who was a fellow pro-
fessor with me for many years, and who exchanged books with me,
and all, told me that that was on the cards, and that was the only way
aiy of them could see to do it; and that is what they were appealing
to the President to do. And that is, perfectly clearly, what took place.

Senator BREWSTER. Coming back to my original point, we did create
the Tariff Commission to try to remove the tariffproblem and pro-
tection in some measure from the realm of merely political deter-nuilation. 31

Dr. COULTER. Exactly. 31
Senator BREWSTER. And international politics now are a very sub- >

stantial if not determining factor in the making of these tariff agree- 31
ments, woutd you not say. rl

Dr. COULTER. All of us who have represented hundreds and hun- 101
reds and hundreds of commodities feel that that is true; that a Tariff -j
Commission investigation is just absolutely basic and should be re-
quired by act of Congress as a yardstick or criterion or guide, even
though the other factors are given weight.

Senator BREWSTPl. What were the rates under the Underwood "1I
tariff, which was effective at the close of the First World War, on the
average ? Do you recall?

Dr. CoULTER. in the last year, before it was displaced by the Ford-
ney-McCumber, the average rate was about 36.

Senator BimwsTm. Of the Underwood tariff?
Dr. COULTER. Yes. But during the war, in 1915, 1916, and 1917,

because prices went up so high, relatively, rates correspondingly de-
dined, so that. at the peak of prices the average rate was about 16
percent.

Senator BREWSTER. Now, have you followed the current rate?
Dr. COULTER. Yes. Under the Trade Agreements Act the rate dur-

ing the last mouth for which we have the details, about 3 months ago,
is about 13 or 14 percent.

Senator BREWSTER. In other words, we are now under the lowest
rates of the Underwood tariff.

Dr. COULTER. That is right.
Senator BREWSTER. And we are less than one-half of the rates at the

time of the 1920 difficulties following the World War which led to the
emergency tariff and then to the Fortney-McCumber tariff.
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Dr. COULTF. That is true. The emergency tariff in 1921 was in
May, and that was followed the next year by the Fordney-McCumber.

Senator BREWSTER. Now, I have asked some of the preceding wit-
nesses, and I should like to ask you, too, if there would be any objection
to your filing a list of the firms which are represented in your asso-
ciation.

Dr. COULTER. No objection, I am sure. Mr. Wise, the secretary of
the association, is here, and I am sure he would be perfectly willing.
There are about 300 independent renderers from coast to coast, from
the Canadian border to the Gulf. Every State is represented, because
there are one or more plants, generally in each, about 300 plants in
48 States.

Senator BPiEwsTm The thing that, it seems to me, is of importance,
is to consider the impact of this particular industry which you repre-
sent as concerned with our entire economy.

In many instances, there is a geographical specialty, but in your in-
stance you have a Nation-wide problem.

Dr. CoULmER. That is why our introduction here called attention
to the fact that cattle, sheep, and hogs, as well as poultry, are on every d
farm in 3,000 counties in every State, and our plants have to be dis-
tributed almost evenly in proportion to the agricultural industry.
We are a little heavy in the larger city areas where the products of
the butcher shops come in for rendering.

Senator BPxws m. And do you have the approximate number of ti,
employees who are concerned in these industries ? Or could you secure re
some approximation?

Dr. CouLTm. I think it would be an estimate. I think the Census
Bureau might give it to us. I should say 50,000 or something like tr
50,000, perhaps, of the regular staff.

Senator BREwS&-iR. What is the approximate time in which diffi-
culty develops over a period of months and years as a result of the
impact of these imports of which you speak?

Dr. CouLTER. Well, during 1946, as I indicated, we were in sub-
stantial balance. Then, the next year there was 62,000,000, and then
400,000,000, and then last year 600,000,000 pounds. We had gotten be
that much out of balance. And we have piled up inventories so high
that while the prices of cattle and hogs have been from 20 to 30 cents
a pound and hides and skins were about the same, with hides about
27 cents and tallow and grease and lard about 25 and 26 cents, and
cottonseed oil, and so on, now all of those are down, so that the lowest h.
tallow and grease, a major item of 2,000,000,000 pounds, is down under
the Government fixed price during the war period, 8 cents. an

Senator BiuwsTE. At what point will this begin to affect the em- am
ployment in that industry? as

Dr. Courirn. It is already affecting it. rey
Senator BREWSTER. To a very material extent? Jec
Dr. COUJTF. Well, you may have noticed that since January 1 yet

not a radio program in all of the soap operas has suggested that house- the
holders save any grease. They had to quit it. Thie stores couldn't I d
pay them anything for it. The householders who had built up a sur- 'r

plus as a war emergency had produced several hundred million pounds

and brought it into the butcher shops and turned it in. For what? dol
To make glycerine. Because until right now, until a matter of
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months, all of the glycerine, the basis for the munitions industry,
came from splitting the animal fats. I say "until right now," because
just within the last few months a synthetic glycerine from petroleum
in a pilot plant has proven its efficiency; and it may be that in the
future the munitions industry may not have to go to animal fats
and oils at all.

But now there are several hundred million pounds that were gath-
ered which now have been abandoned entirely in the shops, which
can't be bothered with it. The butcher shops have to get rid of their
own scrap. And instead of dumping that out, which they are pro-
hibited from doing for sanitary reasons, rat piles, and so forth, they
]lave to get that into rendering plants. But they are already curtail-
ing production, because stock piles have gotten too high and the price
too low.

Senator BREWSTER. What I am directing this to is the difference in
time as between the two approaches: if you have the preliminary de-
termination of the peril point, the President then ma ng a decision
as to whether or not that shall be determinative; or the other proce-
dure, of what I term a post mortem. What is the time lag?

As I understand it, the Tariff Commission can only make a finding
based on actual imports and actual injury,

Dr. COULTER. That is true.
Senator BREWSTER. What is the difference in time in those two situa-

tions, so that we may know how long the people must go without
redress?

Dr. CouvrE. Well, within 1 year the price of cottonseed oil and
soybean oil &.nd tallow and grease and lard have all gone down 50
to 75 percent. 31

The CHAIRMAN. Did not the restrictions on exports have a great 'ii
deal to do with that? DI

Dr. COULTER. We think so, and we were before the Banking and j
Currency Committee on that.

The CHAIRMAN. Well, that does not have anything to do with the
reciprocal trade program. Now those restrictions on exports have ,.
been lifted, have they not ?

Dr. CouLTR. Yes, they have.
The CHAIRMAN. But very recently.
Dr. COULTER. Just the 7th of this month.
The CHAIRMAN. Was that not a material factor, so far as those prices

here were concerned?
Dr. CouLTm. We think so. And we fought that with your Banking

and Currency Committee and got favorable consideration and the
amendment was made. And we hope that that will help us. Because,
as I pointed out in here, Europe is suffering for fats and oils. Every
report of the Department of Agriculture that touches upon the sub-
ject at all always says the greatest shortage is fats and oils. And
yet we have not been able to send them fats and oils. Now, of course,
they are saying "But we do not have dollars. We can't pay." And
I don't know where the next step will be, whether it will be aid from
ECA or what.

The CHAIR AN. Well, ECA, as a matter of fact, was furnishing
dollars, was it not ?

Dr. CouLTER. But earmarked.



382 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT I
The CHAIRMAN. Earmarked, yes.
Dr. CouLT=r. First, they had to save them from starving. Now

it is a question whether fats and oils shall come into the picture.
TheUHAR AN. I just wanted to bring that out.
Pardon me, Senator Brewster.
Senator BREWSTER. Well, I would like to have a little more about

the time. You have really answered my question.
Dr. COULTER. Within 1 year we have been brought down to the

present point, from a condition of reasonable prosperity, under which
out of the three or four hundred companies, probably, 75 or 80 per-
cent paid some income taxes, Federal or State, in addition to all their
usual taxes and everything else, and did not object to the Govern-
ment fixing minimum wage rates, and even boosting the freight rate,,
and doing other things. And now company after company of the
group I represent is telling us day after day, "We don't know whether
we will be in business next week or not, but if so, we will do so-and-so."

Some of them are shutting down. They have cut off all of this
fringe, which was not profitable business for them.

Senator BREWSTER. 'What happens now, in the actual procedure?
Suppose a case were filed under the escape clause for redress. Does
all the evidence have to bear upon conditions as of the date of the
filing, or can they take into account developments during the period
of the investigation? Do you know as to that?

Dr. COULTER. There are no restrictions set on that. The investiga-
tion is requested an(1 there is very little that we can hope for through
an escape clause anyhow in this case.

Senator BREWSTER. Supose you went ahead under the escape clause
now, to secure relief, if you could, in this situation. What would be
practicable, and what would be the probable time involved?

Dr. COt.TER. No action; because they started off binding palm oil
and coconut oil with the trade agreement in Holland at the time that
the East Indies were a part of Holland, and now that Indonesia and
Holland are at an impasse, you can't serve papers on anybody, and if
you started negotiations it would be impossible to get anywhere. I
think that is why they are now taking on little Liberia. They want to
bind it with another country, because they think things are going to
run out from under them as to Indonesia and Sumatra. We think
in our case we are just helpless unless the President is well advised
before he goes on with these things.

Senator BREWSTER. That is, you do not think you can get any
redress under the provisions of the law that prevailed under the orig-
inal reciprocal trade agreement program.

Dr. COULTER. That is true. The original binding, and so on, in
most of these fats and oils was back in the days before Mexico. But
in the GATT meeting, the Geneva meeting, it is true that Holland
was included, and Belgium and France and England. Now. then,
whether a new*binding over, shall I say, of recalcitrant colonies, or
whatever we shall call them, is binding or not, we don't know. We
know where all of these tropical fats and oils come from, that are
just as good as tallow and lard.

Senator BREwswrn. Do I understand that you do not feel the escape
clause in the existing agreements would operate effectively for your
reliefI
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Dr. COULTER. We think that if we had a Tariff Commission find-
ing, the President would not go further with this, and then we would
start in trying to get some of the bindings we have released.

Senator BREWSTER. Well, do they not have that power and responsi-
bility under the escape clause ?

Dr. COtLTER. Well, I say that all of the original bindings were be-
fore the escape clause came in, before Mexico.

Take Brazil;'for instance.
Senator BREWSTER. What I was trying to get at was the amount of

time that would be required for such a determination.Dr .COULTER. A year or two, and maybe long before that, everything
would be all closed down.

Senator BREWSTER. That is all.
The CHAIRMAN. Any questions?
Thank you very much, Doctor.
Dr. COULTER. Thank you very much, Mr. Chairman and members of

the committee.
The CHAIRMAN. Is Mr. Coe now present?
Mr. Coe, is your statement a lengthy one, or short?

STATEMENT OF H. L. COE, REPRESENTING BICYCLE INSTITUTE OF
AMERICA, INC.

Mr. CoE. Very short, Senator.
The CHAIRMAN. You are very welcome here.
You are appearing for the Bicycle Institute of America?
Mr. COE. Yes, sir. :3
The CHAIRMAN. And that institute, I assume, must cover more than

mere bicycles?
Mr. CoE. Yes, the institute is the central organization that covers

the bicycle industry. We have in our membership bicycle makers,
dealers, jobbers, wholesalers, and parts manufacturers. So that it is
really a fair cross section of what might be termed a general industry. .

The CHAIRMAN. Yes, sir. Well, you may proceed, Mr. Coe, with r
your statement, if you have a prepared statement.

Mr. COE. Yes, sir.
The Bicycle Institute of America is composed of-
1. The Bicycle Manufacturers Association whose members produce

98 percent of all bicycles made in the United States.
2. Cycle Parts and Accessories Manufacturers Association whose

members produce over 80 percent of all the component parts, such as
tires, coaster brakes, frames, saddles, and so forth.

3. Cycle Jobbers Association, whose members distribute over 90
percent of the bicycles and parts sold in the United States.

4. Merchant members group, comprising the leading wholesale dis-
tributors of bicycles and parts.

The organization, therefore, may proper, be considered as truly
representative of the United States bicycle industry, as its members are
not only manufacturers, but also dealers and jobbers primarily con-
cerned with the Nation-wide distribution, sale, and servicing of the
millions of bicycles now in daily use in this country.

The volume of sales of this industry now exceeds $100,000,000 a
year. Many of the manufacturers are located in relatively small com-
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munities in Massachusetts, Connecticut, New York, Ohio, Indiana, and
Illinois, where their pay rolls are an important factor in the economy
of these districts. Unless the industry can continue in a healthy condi-
tion, the results will be serious unemployment and ghost towns.

The position of the institute with respect to the continuous reduction
in tariffs has been presented to this committee at previous hearings, at
which time the particularly vulnerable condition of the industry, in
the face of foreign competition was emphasized. This situation was
further covered in great detail on briefs presented to the Tariff Com-
mission and the Committee for Reciprocity Information. ifowever,
each time that bicycles have been put on the bargaining list, the rate
of duty has been reduced. Originally some protection was offered
through a 30 percent ad valorem duty, but repeated reductions have
now brought the figure down to approximately 7/2 percent. or between
$3 and $4 a bicycle, which is far less than the difference in cost of
labor, due to the high scale of wages paid in the United States as
compared with that abroad.

The type of bicycle made in the United States has been developed to
meet the requirements of American riders and finds only a limited
acceptance from foreign buyers, the principal market being in Canada.
That is the principal foreign market. However, in spite of conces-
sions granted by us at Geneva last year, this market has now been
reduced by 60 percent through quota limitations of the Canadian
Government. That strikes right at the heart of our major foreign
purchaser.

The market for our bicycles is, therefore, limited almost exclusively
to the home trade.

Senator MntiattN. Do they make bicycles in Canada?
Mr. Co:E. Yes; they make some, Senator.
Senator MTTnTu . Do they get many in Canada from Great

Britain ?
Mr. CoE. They import a great many from Great Britain; yes, sir.
The industry, during the past 16 years, has spent large sums of

money in developing the special features of design and construction,
particularly suited to this market and in popularizing the use of
bicycles for health and recreation. Constant changes in design and
improvements in construction and manufacture have kept abreast of
the most modern and efficient techniques to the end that the Ameri-
can models now being offered to the public are the finest that can be
built, especially styled to meet the conditions in this country.

Keen competition insures the lowest possible cost to the purchaser
consistent with essential quality.

Recent reports from Switzerland are to the effect that foreignbicycles are being offered at $12 each, which is less than the direct
labor cost going into the conventional American model. t

Senator CONNALLY. May I ask you a question right there b
Mr. CoE. Certainly, sir.
Senator CONNALLY. I was out in Japan some years ago, and as you

know they are great users of bicycles.
Mr. CoE. Yes, sir.
Senator CoNNALLY. You see just an army of them going to work in

the morning and coming back at night. I do not know whether this
is authentic or not, but I was told that those bicycles could be bought
for $6 apiece.
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Mr. CoE,. I think you are right, Senator. They shipped them over
here at practically less than a quarter of our sales price; and there
was a good deal of agitation over that at the time. The present tariff
was established to discriminate against that particular type of im-
portation.

Senator COwNALLY. I am sure they were not comparable to our
bicycles in construction or workmanship; but still they said that was
the price that the ordinary bicycle could be bought for.

Mr. CoE. That is right. And while they were not comparable, they
built them to look, as nearly as they could, like our bicycles. Yet you
would buy one of them at this low price, and it would fall apart be-
fore you had ridden it very far.

Senator MumLinN. Mr. Chairman, may I ask: How many bicycle
manufacturers are there in this country?

Mr. CoE. There are 11 bicycle manufacturers who make bicycles
as their major activity. Then, of course, there are a large number
of parts manufacturers who build component parts that go into the
final assembling.

Senator MAiLXN. How many of those parts manufacturers are
there?

Mr. CoE. Oh, there must be a hundred or more, Senator. I am not
sure just how many.

Senator MILLIN. What would you say was the total pay roll?
How many are employed in the whole business?

Mr. Co. Well, the total payroll, excluding the small bicycle repair 31
shops scattered all over the country, runs between thirty and forty :I
thousand people. That is about our average at the present time. 3

Under our present policy of rehabilitating the industries of western JI
Germany and Japan, the production of bicycles is increasing to such an "11
extent as to cause serious concern.

That was the point you had in mind, Senator. In the prewar era, -i
the production of the Germans was almost equal to the British in their
total manufacture of bicycles. The British were. and always have
been, the greatest producers of bicycles. They have the volume, and
they are mass producers.

The CHAMMAN. Is France a big producerI
Mr. CoE. France is large, but it was not in the class of England or

Germany. Italy also is a considerable producer of bicycles, and
Czechoslovakia is now producing them, and Poland, and the Nether-
lands is producing a small quantity.

The CQAIRMAN. Of course, that production was checked during the
war period.

Mr. CoE. Yes, German production was entirely eliminated, and so
was that of Japan. But no wwere spending our money to rehabilitate
them. and they are coming back on their feet. The Germans are now
building up rapidly, and so are the Japanese. There is no serious
objection that I can see economically to that general theory.

On the other hand, when they do get going up to full speed, we are
going to be in serious trouble, because of the difference in cost.

That foreign manufacturers are ready to attack the American mar-
ket has been known for some time. Even prior to World War II,
British manufacturers were prepared to produce a line of bicycles
comparable to those sold to the American market, together with appro-
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priate advertising material. That these foreign manufacturers are
determined to take full advantage of their favorable position, free
from any quota or tariff restrictions on our part, is all too apparent.
Dealers and distributors have been established, and promotional liter-
ature is constantly appearing.

Recent reports indicate that substantial shipments from Japan will
enter this country during 1949.

That was based on one single order for 24,000 bicycles to be delivered
in 1949. Whether that willbe consummated or not, of course, we don't
know. But that shows the trend.

There is every indication that a vigorous effort will be made by the
British industry, whose production exceeds that of the United States,
to invade the American market. Commenting on the bicycle and
motorcycle show held in London last November, Engineering, an
illustrated weekly trade journal, published in London, in its issue of
November 26, 1948, states as follows:

An encouraging feature of the export drive is the way this industry has been
able to expand its activities in the United States and Canada * * *

Probably the most striking feature of the show was the use of color finishes:
the export markets have always called for colored machines, and the brilliant
hues displayed should satisfy their requirements. 0 * * There is little doubt
that so long as the bicycle and motorcycle industries produce the types of
machines exhibited at Earl's Court, no difficulty will be experienced In main-
taining the present remarkable export-figures.

So there is no inclination on their part of any reduction of exports.
Special favor is not sought by the American manufacturers. The

Bicycle Institute of America does not desire that foreign-made bi-
cycles be excluded from the American market, but does maintain that
American producers should be permitted to compete in our own domes-
tic market on terms at least equal to those of foreign manufacturers.
It is obvious that the present low tariff does not even approximate t
the difference in labor rates paid here and abroad, so that foreign r
models could be offered here at prices which would ruin the American
industry.

Now, the question is often raised, when we speak about wage rates,
as to the relative productivity of labor in the United States and our
competitive countries. But so far as the bicycle industry is concerned,
the British plants are as well equipped as ours. They are the mass
producers. They have excellent well-trained men, and in every re- a
spect are equal to our own best producers. a

Furthermore, I think they have some advantages in their raw mate-
rials, particularly in rubber for the tires. The productivity of labor S
is pretty nearly equal, I would say, and yet their wage rates are
very definitely lower than ours.

Senator MILLIKIN. How much, would you say? .
Mr. CoE. Well, there has been a tabulation made up on that, Sen-

ator, and it seems to me that their wage rates are not over a half;

between 50 and 60 percent of ours. And with the other advantages a
they have, and with their mass production, there is every reason to o
believe they could produce a bicycle cheaper than we can, and that hE
they are determined to get this market, which is the most favorable a
one to them. It is the highest priced market, and they need the dollar be

exchange. lil
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So there is every reasonable indication that is what they are going
to do.

Just how soon this situation may develop depends on the volume
of foreign-made bicycles which are permitted to enter this market.
The ruining of the United States industry through unlimited impor-
tation of foreign bicycles is a continuous threat hanging over our own
manufacturers.

Ever since the initiation of the reciprocal trade agreements, re-
peated efforts have been made to find out why the duty on bicycles
has been cut repeatedly, but reprw.ntatives of the Department of
State have refused to supply any information which might explain
their action. Certainly interested parties should be entitled to know
wiy tariff rates are reduced when such action jeopardizes the very life
of the whole industry.

Under the policy of the Department of State, this information is
known only to a select few who refuse to even discuss the circumstances
which, in their judgment, justify such action.

The best way to dispel the fear of ultimate ruin is to provide some
positive means of preventing such a situation.

By authorizing the Tariff Commission to establish peril points, be-
low which it is dangerous to reduce tariffs without sacrificing some
industry, warning signals would be set up and this information should
be available to all interested individuals.

The so-called escape clause as heretofore administered has been of
no practical value. It should be so worded as to make it function
immediately, if the existence of the American industry is threatened
under the arrangement prescribed by a trade agreement. If action
under this procedure were made mandatory with provision for its J1
immediate and effective enforcement, the most serious objections to
the extension of the Reciprocal Trade Agreements Act would be
removed.

We therefore earnestly request that in considering extension of the
Trade Agreements Act, procedures be established which will not only
permit the determining of peril points below which tariffs should
not be reduced, but also provide direct and definite procedure for ob-
taining timely relief before serious damage has resulted.

The time for establishing such a procedure through congressional
action is now, not only to help keep American industry strong, but as
an incentive to foreign manufacturers to improve their conditions to
more nearly approach those conventionally found in the United
States.

I think if those things could be worked into the extension of the
act, you gentlemen would find there would be very little general ob-
jection to the act itself. But it is that lack of any definite and posi-
tive means of relief that is the thing which is constantly hanging
over us. There is little comfort, if you are sitting under an avalanche,
and you see the catastrophe impending, to have somebody on the
outside say, "Well, you are all right now. The sun is shining. You
haven't been hurt"-when you know that if it ever breaks loose, you
are going to be entirely wiped out. If some positive method could
be developed by which under certain circumstances properly estab-
lished by an investigation of the facts, there was a mandatory pro-
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cedure, then I think there would be many industries that could go
right ahead and plan their future and expect to develop in an order y
sort of way.

The CHARMAN. The escape clause could be invoked V
Mr. CoE. Well, Senator, we have never invoked it.
The CHAnRMAN. I understand. But emergency steps could be taken.
Perhaps the difficulty is, in our present thinking about world con-

ditions and about international obligations, that it is pretty difficult
to get anybody here that will take the initiative, even if an emergency
situation did exist in your industry, or did develop in your industry,
which would call for it.

Mr. COE. I think you are right; there are so many other factors
that weigh, there.

The CHAIR AN. That is true. Of course, I suppose we all have to
recognize that.

Senator CONNALLY. Mr. Chairman, I want to congratulate the wit-
ness on his clear and comprehensive treatment of this subject, within
the narrow space of time. I think it has been very clear and very
fine. t

Mr. Chairman, I must be excused, because I must go to the floor.
The CHAIRMAN. I have to leave also. But, Senator Millikin, we

would like for you to proceed.with this witness at least, and call
another one if you wish.

Senator Mn.TaKIN. You want me to have this witness and perhaps
one more?

The CHAIRMAN. I would appreciate it, if it can be done. But if r
that cannot be done, you could take an adjournment, Senator, to, I y
would suggest, 1: 30 or 2 o clock; because that would give us all time
tog et to the floor and get back. p

Senator Mrr.JXI (p residing). I would like to invite your atten-
tion, Mr. Coe, to the fact that even if an escape is immediately taken
which, we will say, would help the bicycle business, the foreign coun-
tries would at once takd compensating escapes, which would necessarily ti
injure other businesses.

Mr. CoE. That is their privilege.
Senator MrmU.N. . So there is no over-all relief from taking any

escape. The compensating escapes that will be taken restore the
balance.

Mr. Co.. Do you not think, Senator, that when the other countries
all have taken advantage of these conpensating factors, it is about time 01
that we did a little compensating ourselves I

Senator MIIuKIN. I am heartily in favor of it.
Mr. Cop. Here is Canada, as I said before. Everything was lovely fl

at Geneva. We reduced our rates, again, 50 percent to accommodate
the foreign bicycle manufacturers. And then Canada, for their own cc
protection, establishes a quota, which cuts us down to only 40 percent
of our previous exports to that country. Why should we not have as
some similar arrangement that is mandatory, so that if a serious quan-
tity of bicycles at low prices come in, which could be easily settled by Cz
an investigation by the Tariff Commission or any other body, if it
got to the stage where it was seriously interfering with our prosperity co
and development, there could be a quota set up.

T
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Now, who would retaliate? Well, they have already done their
retaliating. And so far as bicycles are concerned, as a matter of fact,
they could put any quota they please on, because our export business
is a trifle in our total volume. Of course, they might retaliate by put-
ting an embargo on something else.

Senator MIaLoN. That is what I was speakingof a moment ago.
Let us assume you take an escape on bicycles. The retaliatory es-
capes will redress the balance and bring you about where you were.
Your business might be helped, but the other fellow's business is hurt.

Mr. COE. But don't you think, Senator, if that were in the law, in
the regulations, it would be a deterrent to some extent to other nations
not to go high, wide, and handsome with their currency and their em-
bargoes and their quotas, and so forth?

Senator MrLLiKiN. Of course, you are talking right down my alley
there. I agree exactly with what you are talking about.

Mr. COE. If we had something that stood out to the world which
said, "Gentlemen, under certain conditions, we will do thus and so,"
something that had teeth in it, it would be a very nice thing to have
there, even if you didn't use it.

Senator MILLIKIN. We are not proceeding to protect Ameri~an in-
dustry; the whole point is to make a deal, and then, as Senator Brew-
ster points out, if it turns out really bad, to try to take an escape.

Senator BREwsTEjR. And conduct a post mortem.
Senator MILLIKIN. Yes; conduct a post mortem. And then, when

you do that, if you succeed in making your escape you merely set up
repercussions in other directions which overcome whatever advantage
you get out of the escape.

Mr. COE. That is true. Unfortunately. that is the case. But the JI
point I have in mind is that if it were definitely set out in the act, that ii
if any of our industries are injured to that extent, quotas will be estab- Ji
lished, I don't think it would be necessary to establish them in many Aj
cases. Because, after all, we do hold the balance of power in a lot of
those things.

Senator MrLLrIKN. I do not want to discourage you unduly, but, in
my opinion, there is not going to be anything of that kind enacted '|

because the votes will not fall that way.
Senator BREWSTER. Your chief concern is over the future?
Mr. COE. That is right.
Senator BREwsTER. You have, up to the present, been able to carry

oi?
Mr. COE. That is right.
Senator BR~wsmRi. But you very much fear what may happen in

the next few months?
Mr. COE. Well, you see, we have heard here, from 1946 on, no normal

conditions.
Senator BRmwsT E We realize that. Now, you spoke about $12 for,

as I understood it, a Swiss bicycle.
Mr. COE. No; a bicycle sold in Switzerland, and made, I believe, in

Czechoslovakia or Poland.
Senator BREwsTER. You anticipate those might be offered in this

country?
Mr. COE. Very easily.
Senator BREWSTER. And you spoke about Japanese production.

They are producing heavily?



390 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Mr. CoE. I don't know. I have written over there for a report. Icouldn't get anything.out of the State Department, and the Army
wouldn't tell me anything.

Senator BpxwsTm. You realize that you cannot get any relief underthe escape clause until the imports actually arrive, do you?Mr. CoE. That is what I understand. And the experience of others
seems to bear that out, that it is so long and delayed, that the remedy
is of very little advantage.

Senator BREWSTER. Now, you spoke about your wage comparison.
Do you have that available ?

Mr. COE. It has been filed, I believe, with the House Ways and MeansCommittee, but I will be very glad to make available a copy for you.
Average hourly earnings in manufacturing (M) and industry (I), in specified

countries, 1946-48

[Data procured from U. S. Tariff Commission]

In local money

Exchange rate UnitedUnit Earning at date I States
or rate dollars

United States (M) ----------- October 1948- ... Dollars ------------ --------------- 1.37Canada (M) ---------------- July 19 8--------C Cents ---------.- 8 1.----------- -. 87Finland (men) (M) ---------- December 1947 .... Markkas ...... 86.17 136 ------------. 63Denmark (M) -------------- March 1948 ------ Ore ---------- 271 481 ---... 56Sweden (men) (I) ----------- 1946 ------- Krona --------- 2.10 25.859 'cents.. .54Switzerland (men) (I) --------- October 1946_----- Francs -------- 2.20 23.36 2 cents ..-- .51United Kingdom (I) --------- October 1947 -----. d ------------- 28.7 $4.032 ----------. 48 fBelgium (men) (1) ----------- March 1946 ------ Francs -------- 14.40 2.28 ' cents -- _- .33Germany (M) --------------- March 1948 ------ Reichsmark .. .97 30 2 cents ------ .29Italy (men, qualified, repre- 1948 ------------- Lire ---------- 156 575 ------------. 27 ttentative) (I). .Czechoslovakia (M) --------- June 1948 -------- Koruna ------- 10.92 80.15 -----------. 22France: 
rParis (men) (M) ------- April 1948 ------- Francs -------- 79.50 313.07 --------- 3.24Other towns (men) M)- -- -do -------------....... do-_-.0.7--- * 0Japan (men) (M) ------------ August 1948 ------ Y Yen -----------. 24 270 .-----------. 09

Units of national currency per United States dollar. t'Value of national currency in United States currency.3 Hourly wage rate.
4 From Federal Reserve Board.
Sources: Belgium, Sweden, Switzerland: U. S. Bureau of Labor Statistics, Wage Trends and Wage a.Policies: Various Foreign Countries, Washington, 194. Italy: Supplemento straordiaio alla GazzettaUfficiale n 224 del. 25 Settembre, 1948. Japan: SCAP, Japanese Economic Statistita, October 1948.Other: %Uted Nations, Monthly Bulletin of Statistics, November 1948.

Senator BREWSTE. Do you remember what it was, approximately?
Mr. CoE. I think their wage rate was about 60 percent of ours.
Senator BREWSTER. Do you know what you pay?
Mr. CoE. Yes, we are paying $1.60. S'
Senator BREWSTER. That is for an 8-hour day?
Mr. CoE. An 8-hour day. Yes, sir. And I think theirs was under

a dollar, as I remember it.
Senator BREWSTE. I think you will probably find it is very con- of

siderably under that. si
Mr. Co. I was speaking of the mechanical arts trades.
Senator BREWSTER. I was in the Vickers works in London last fall,and their highest-paid mechanics were getting around $30 a week.And they were the trained airplane mechanics, and I would imagine HI

that your bicycle people were getting much more. peMr. CoE. No, they are not. That would be comparable. of
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Senator BREWSTER. That was all on piece labor. Are your arrange-
ments on a piece basis?

Mr. CoE. No, very little piece work in our shops.
Senator BREWSTER. I was amazed to find that in the Vickers works

practically all the production on the airplanes was on a piece basis;
which I presume has a very material bearing on their costs.

Mr. COE. It should have. It keeps their costs down.
Senator 'BIEwsTER. So that has all to be taken into account.
Mr. COE. It would tend to keep their costs down, and also their

wages up.
Senator BREWSTER. And this is one particular field where the mass-

production argument is on the other side, and the shoe is on the other
foot.

Mr. COE. That is right.
Senator BREWSTER. Anyone traveling over in England will readily

appreciate that they have about 100 bicycles to every automobile.
Mr. COE. That is right.
Senator BREWSTER. So that while it is not as complex a vehicle, they

have refined production to assembly lines, I assume.
Mr. COE. Yes, it is very well handled, and well organized.
Senator BREWSTER. You spoke about the advantage on rubber.

What did you mean by that?
Mr. COE. Well. is there not some advantage that the British have

with the rubber producers? As I understood it, there was some dif-
ferential there. Jt

Senator BREWSTER. The British and the Dutch, of course, have con-
trolled the natural rubber market of the world, and held us up before
the Second World War to a point where Jesse Jones was practically
ready to become an isolationist, because of their attitude in the matter
of rubber. And that control is very rapidly being reestablished. That
is incident to this whole Dutch East Indies trouble. That is the ques-
tion under it.

Mr. COE. That is right.
Senator BREWSTER.-We have the same thing in the world situation

also, where a somewhat similar situation prevails.
That is all I have.
Senator MILIKIN. Thank you very much, Mr. Coe.
Mr. COE. Thank you, gentlemen.
Senator MILIKIN. Mr. Richard H. Anthony, please.
Will you identify yourself for the reporter, please?

STATEMENT OF RICHARD H. ANTHONY, SECRETARY, AMERICAN
TARIFF LEAGUE, NEW YORK, N. Y.

Mr. ANTHONY. My name is Richard H. Anthony, and I am secretary
of the American Tariff League, with headquarters in New York City,
sir.

Senator MILLIKIN. Have you a prepared statement?
Mr. ANTHONY. Yes, sir.
On behalf of the, American Tariff League, I appeared before the

House Ways and Means Committee on January 27, and urged that the
pending bill, H. R. 1211, be amended, so as to continue the current role
of the United States Tariff Commission as "peril point" determinant
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in preliminaries to trade agreement negotiations. I shall not repeat
here the arguments made then, but will briefly supplement them.

Senator MILLIXIN. Will you tell us something about the American
Tariff League, please, so that we may have some idea as to its mem-
bership?

Mr. ANTHONY. The American Tariff League is an organization that
represents various segments of industry, agriculture, and labor. About
80 different divisions are represented, and our membership runs above
300.

Senator MILLIKIN. Pretty well scattered over the country?
Mr. ANTHONY. Pretty well scattered all over the country, Senator;

yes.
Senator MILLIKIN. Limited mostly to producers?
Mr. ANTHONY. Yes, to producers. Of course these producers im-

port raw and semifinished materials, and they also in some instances
exort.

Senator Mh.LiKIN. Proceed, please.
Mr. ANTHONY. Within 2 weeks, if the pending bill, H. R. 1211, shall

not have passed, the United States Tariff Commission will advise the
President what are the so-called "peril points" on approximately 350
dutiable items which are to be the subject of negotiation among 25 coun-
tries at Annecy, France, on April 11. It will have been the first time
since the trade agreements program began in 1934, that the Tariff Com-
mission, as a commission, has advised the President as to the extent
reductions could be made in duties without causing or threatening in-
jury to domestic producers affected thereby. To put it another way,
for the first time since the program began, the American producer will
have had the confidence that a qualified body of experts had objectively
appraised his position in regard to a proposed reduction in the tariffs
on his product.

Let us assume that for some reason the passage of the pending bill
should be delayed beyond March 5. Would the United States be able
to go ahead with the Annecy negotiations? Would the President and
his negotiators be free to agree to duty cuts lower than the "peril C
points"? Would the President be free to put into effect any duties
reduced below the "peril points"? The answer to all three questions
is "yes." e

VThat, then, is the reason for this importunate haste on the part of
the sponsors of H. R. 1211 to derail the Tariff Commission before the r
deadline for its first "peril point" determinations?

I think we can find our answer in the testimony of Assistant Secre- b
tary of State Willard L. Thorp before the House Ways and Means
Committee on January 24. He said that under the act which the Presi-
dent has requested-and that is H. R. 1211-"every officer concerned
will be mindful of the need to safeguard the American economy, but,
at the same time, we shall have a clear mandate to broaden the bases
of United States foreign trade, to create purchasing power for Ameri-
can exports, and to guide the economy as a whole into the most produc-
tive lines possible."

That sounds to us like an ominous request for the power to extermi-
nate such agricultural and industrial enterprises as are producing cc
along lines considered inadvisable by the State Department. It is a ar
threat of injury to American producers in general which the admin- til

ar
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istrators of the Trade Agreements Act apparently intend to particu-
larize in forthcoming negotiations. They appear not to want the
Tariff Commission to file any advance warning of the results of their
proposed actions.

Thus we enter the second phase of the trade-agreements program.
During the first phase we were given assurances that no important,
efficient American producers would be injured. The extent of duty
reductions was then 50 percent of the rates in effect in 1934. In 1945
the base rates were changed to those in effect on January 1 of that
year, and thus subsequent reductions were allowed to be compounded
on earlier ones to a maximum of 75 percent of the 1934 rates.

As we approach this maximum the chances of potential injury nat-
urally increase, and so we are no longer told that no one will be injured.
The little safety signals that were written into the 1948 Extension Act
are now to be uprooted and you are asked to deliver to the State De-
partment a mandate to injure, if injury furthers its economic plans.

A mandate, you may say, only to the extent of 50 percent of the 1945
rates. We are not even to be granted that consolation for very long.

H. R. 1211 would extend the Trade Agreements Act to June 12, 1951,
2 years from now. Dr. John Lee Coulter, who earlier today testified
here, testifying before the House Ways and Means Committee, declared
that the reason for the short extension apparently was to permit a new
base rate to be written into the act in 1951. His recognition of this
motive was confirmed in a New York Times article of January 27,
1949, by John D. Morris, which said: 31

* * * it was learned from administration sources that it was a principal 31
consideration in the decision to seek a renewal only until 1951. )1

In a later article, also by Mr. Morris, on February 10, 1949, the New T
York Times said, in part:

The bill, H. R. 1211, limits tariff reductions to a range of 50 percent of 1945
levels, but this may be relaxed when the law comes up for extension in 1951.

Thus we have the prospect of reductions of duties down to 12 / per-
cent of 1934 rates, and that becomes virtually ind isti n guish able from
free trade. As we head toward the vanishing point in our tariff I
structure, the chances of injury grow ever more certain. Now, if
ever, would seem to be the time for the Congress to insist that the
executive branch give heed to "peril point" warnings. If Congress does.
not so insist we can only conclude that it is no longer concerned
whether the delegation of its constitutional tariff-setting responsi-
bilities results in injury to domestic producers, in unemployment of
workers, and in loss of capital investment.

When we read that such injury is a calculated risk that must be
ventured in the interest of the larger purposes of the Trade Agree-
nients Act, we believe it reasonable to examine those purposes and to
ask how near they have been approached in the 16-year history of
the act.

One of the principal purposes claimed for the trade agreements pro-
gram is that it reduces barriers to trade on a reciprocal basis. The
United States is pictured as trading away its tariffs to induce other
countries to lower their tariffs and restrictions of trade. At the Ways
and Means Committee hearings I pointed out that while we have dras-
tically reduced our tariffs, other nations have built up a formidable
array of restrictions and controls. I was asked by the committee to

8669--49--pt. 1-26
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furnish as many examples as possible of such restrictions for their
record. This proved to be such a considerable task that the list
could not be finished before their hearings were completed and the
record went to press. Therefore, I offer here, and respectfully re-
quest that it be included as part of my present testimony, our compila-
tion entitled "International Trade Restrictions and Controls Put Into
Operation by Various Listed Foreign Nations."

Senator MTLLIKINiwJt will be entered into the-record.
(The compilation referred to is as follows:)

INTERNATIONAL TRADE RESTRICTIONS AND CONTROLS PUT INTO OPERATION BY

VARIOUS LISTED FOREIGN NATIONS

(Compiled from reports coming to the attention of the American Tariff League
in the 6-month period prior to date, with background information supplied
in some instances)

The various measures hereafter listed are considered to be restrictive in the
sense that they tend to diminish or retard the movement of trade to and from
the countries involved. In our opinion, it is not possible to apply the word
"restrictive" in any absolute sense. One form of trade control may be more
"restrictive" than another. The so-called restrictions may not, in the widest
sense, be actually hampering to total world trade. In the absence of many
controls, maladjustments might become so acute as to result in a more restricted
world trade than exists in their presence.

Most so-called restrictions are instituted, not from ill-will on the part of the
countries imposing them, but because of the necessity of achieving a balance of
payments as between exports and imports, or of conserving certain currencies,
or of fostering or safeguarding elements in domestic economies.

For these reasons, the list is not offered in criticism of the actions of the coun-
tries involved. Rather, it is offered to show that trade controls are today so
prevalent as to constitute the rule rather than the exception, and that any foreign
trade policy in the United States which attempts to force other countries to
relinquish their controls is therefore more idealistic than realistic.

Also appended is a list of bilateral agreements between sets of foreign nations,
which have come to our notice in the 6-month period prior to date. While these
agreements, in our opinion, foster rather than restrict trade, it is the current
policy of the United States Government to consider them as "restrictive" in the

sense of being discriminatory, because they run counter to the multilateral
approach to trade currently favored by the United States State Department.
Most of these agreements provide for trade in stipulated commodities. Some

are barter agreements.
It is to be understood that neither list is offered as complete for the period

studied either as to the number of countries employing restrictions and bilateral
agreements, or as to the numbers and kinds of measures adopted in the coun-
tries herein discussed. In the list of restrictions, measures adopted by the

United States and the occupied areas of Germany and Japan are omitted.
In the lists, sources are identified either by the full name of the publication

or by one of the following explained code symbols:
FCW-Foreign Commerce Weekly, published by the Office of International

Trade, United States Department of Commerce.
SD-Release of the United States Department of State, in each instance num-

bered and dated.
NCB-Monthly letters on economic conditions and Government finance, issued

by the National City Bank of New York.
AIE)B-American Import and Export Bulletin, published monthly in New

York, N. Y.
THL BRITI&H COMMONWEALTH OF NATIONS

Continuance of the preference system, whereby the territories listed immediately

hereafter accord one another lower rates of duty on various commodities than

are accorded other territories, is specifically reserved under article I (2) of the

General Agreement on Tariffs and Trade (GATT): "United Kingdom of Great

Britain and Northern Ireland; dependent territories of the United Kingdom of
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Great Britain and Northern Ireland; Canada; Commonwealth of Australia;
dependent territories of the Commonwealth of Australia ;New Zealand; dependent
territories of New Zealand: Union of South Africa, including South West Africa;
Ireland; India (as on April 10, 1947); Newfoundland; Southern Rhodesia;
Burma; Ceylon.

individual territory controls
United Kingdorn.-British controls on trade appear to stem from the wartime

import of goods (control) order of 1940, and amendments thereto, under which no
goods can be imported into the United Kingdom except by authoty of a license
granted by the Boa Vd of Trade (FCW, September 4, 1948, p. 29)..

Following the war United Kingdom possessed a limited amount of United
States dollars and continued to restrict imports from the United States as well
as to limit the convertibility of sterling into dollars, in order to conserve her
dollar funds. The Anglo-American financial agreement of July 15, 1946, where-
by dollar credits of 3.75 billion dollars were established for Britain, placed her
under obligation to restore the free convertibility into dollars and other currencies
of all sterling exchange arising from current transactions after July 15, 1947.

Withdrawals under the Anglo-American credit were made at a more rapid
rate than anticipated, 1.65 billion dollars having been withdrawn through
June 30, 1947. As soon as free convertibility was permitted beginning July
15, 1947, withdrawals increased alarmingly and Britain was forced on August
20, 1947 to limit sterling convertibility and to tighten restrictions on imports
(NCB, September 19, 1947, p. 99 et seq.).

Britain was not expected, under the Anglo-American agreement, to abolish
her British exchange control, whereby she regulates the movement of capital
in and out of the country, nor did it prohibit her from continuing to control
imports and exports, although she was expected not to discriminate among
sources of imports (NCB, July, 1947, p. 83). However, her preference system,
as above described, is discriminatory and the state trading practices she has
established for some commodities tend to discriminate as to sources.

Thus the United Kingdom may be said to maintain a strict export and import- 31
licensing and control system, combined with exchange control, as well as quotas )
and embargoes on a wide number of import and export commodities, subject to
changes from time to time, but under direct state supervision, and integrated
with internal production, rationing and distribution controls. "11

Canada.-On the day (November 17, 1947) announcement was made of the I
provisions of GATT, the United States Department of State issued the text of j
two memoranda on the part of Canada and the United States, whereby Canada
announced she was forced "to curtail imports immediately" to conserve United
States dollars (SD No. 912, November 17, 1947). An extensive list of imports
from the United States was placed under embargo or quantitative restrictions, - I
effective November 18, 1947. Canadian Import Restrictions, published by the TI1
Office of International Trade, United States Department of Commerce, Novem-
ber 19, 1947.

The State Department declared that Canadian action was permissible under
article XII of GATT, as an imposition of quantitative restrictions to safeguard
a country's external financial position and balance of international payments
(SD No. 912, November 17, 1947).

The Canadian import control system has continued, with some changes and
some relaxations. While Canadian exports to the United States Increased in
early 1948 over a similar period in 1947, United States exports to Canada
declined, "under the restraining influence of the exchange controls" (FOW,
July 31, 1948, p. 16).

Australia.-The current basis for Australian import restrictions on imports
from the United States is the setting of quotas on imports from dollar currency
areas for the fiscal year 1.948-49, made July 1, 1948, with a continuation of an
import licensing policy (FCW, July 17, 1948, p. 15).

The quota for 1948-49 is described as an "irreducible minimum." Import
licenses are being issued only for one quarter ahead. Foreign investment in
Australian enterprises Is discouraged unlesi it represents a minority interest,
With the majority Interest held in Australia (F CW, September 11, 1948, p. 10).

New Zealand.-Import licensing schedules for 1949 are in operation. Licenses
for imports from dollar currency areas are granted only for absolutely essential
commodities not procurable from sterling sources. Stricter controls are con-
templated (FCW, December 13, 1948, p. 28 ).
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Union of South Afrioa.-On November 4, 1948, the Union reimposed a compre-
hensive system of import controls, declared necessary because of a steady drain on
her gold reserves. Imports of certain listed "nonessential" goods are prohibited,
regardless of country of origin. As to other goods, foreign exchange will be ra-
tioned for imports from nonsterling countries (FCW, November 22, 1948, p. 48;
December 6, 1948, p. 28). The Union has notified GATT of the need to impose
special import curbs (New York Times, December 22, 1948).

India.-Increased import duties on a number of commodities and extension of
the import licensing system were announced at the beginning of 1949 (FCW,
January 10, 1949, p. 19; December 13, 1948, p. 25). Licensing treatment of com-
modities differs with regard to the various currency areas. Few items from the
United States are licensed liberally. Comparatively liberal treatment is accorded
imports from sterling and soft-currency areas (FCW, September 4, 1948, p. 21).
Three categories established: (1) licensed liberally; (2) licensed subject to mone-
tary ceiling; (3) not licensed at all. Hard-currency allocations are in operation
in agreement with the United Kingdom (FCW, August 21, 1948, p. 22).

Pakistan.-Pakistan appears also to be operating under hard-currency alloca-
tions in agreement with United Kingdom. Import licensing, export quotas, and
export taxes are noted as controls in effect (FCW, January 24, 1949; January 3,
1939; December 20, 1948). Much the same system of import-license determina-
tion appears to govern as in India (FCW, July 17, 1948, p. 21). The partition of
India took place during the GATT negotiations, at which India acted on Pakis-
tan's behalf. Afterward Pakistan became convinced that the concessions granted
on her behalf were not in balance with those received, and she has requested
renegotiation on six items (SD No. 825, October 11, 1948).

Southern Rhodesia.-Strict licensing and exchange requirements were origi-
nally imposed in September 1947 on imports from the United States and subse-
quently were extended to include virtually all hard-currency areas. Import
duties have been increased on various consumer goods (FOW, November 8, 1947;
May 22, 1948; August 28, 1948; September 18, 1948).

Ceylon.-What are described as "more stringent exchange-control regulations
and extension of such controls to all sterling areas as well as to the dollar area"
were imposed June 1, 1948. At the same time an agreement with United King-
dom became effective under which arrangements were made to conserve earn-
ings of foreign exchange and to control expenditures of money on foreign trans-
actions so that the value of Ceylon imports will not exceed the value of its
exports (FCW, July 17, 1948, p. 16). Ceylon signed the protocol of provisional
application of GATT on June 29, 1948, but qualified its signature by indicating
that because of special difficulties facing the country it could not give effect to
many of the tariff concessions it granted. The GATT contracting parties at their-
second session considered that such a reservation came within the nullification or
impairment provision-article XXIII of GATT--and Ceylon agreed to renegotiate-
the concessions (SD No. 825, October 11, 1948).

Anglo-Egyptian Sudan.-Export royalties on certain commodities imposed as of
January 15, 1949 (FCW, December 13, 1948, p. 11).

British colonies
The increasing dollar difficulties of United Kingdom have been reflected ill

the various British colonies by a general tightening of colonial import control
regulations, which are designed to restrict to the greatest possible extent imports
from all sources, including United Kingdom. Colonial governments have also-
been encouraged to Increase the production in colonies of dollar-saving or
dollar-earning commodities (FCW, Feb. 7, 1948, p. 11).

In addition to the above general situation, the following particular actions have
been noted:

British Guiana.-The period of validity of import licenses was cut from 1
year to 7 months (FCW, Sept. 15, 1948, p. 19). New quotas for importation of-
certain products from hard-currency sources were set (FCW, Jan. 10, 1949, p. 11).

British West Indies.-Increasingly stringent measures to limit imports from
hard-currency areas were noted (FCW, Oct. 23, 1948, p. 16).

Hong Kon.-The Government requires the surrender of foreign-exchange pro-
ceeds, at official rates, arising from exports to the United States, with certain
exceptions (FCW, Oct. 2, 1948, p. 26).
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FRANCE AND FRENCH EMPIRE TERRITORIE

The preferences. which the territories within the French Empire, listed here-
after, accord one another, are reserved under article 1 (2) of GATT: France;
French Equatorial Africa (Treaty Basin of the Congo and other territories);
French West Africa; Cameroons under French mandate; French Somali coast
and dependendencies; French establishments in India; French establishments
in Oceania; French establishments in the condominium of the New Hebrides;
Guadeloupe and Dependencies; French Guiana; Indochina; Madagascar and
dependencies; Morocco (French zone); Martinique; New Caldonia and de-
pendencies; Reunion; Saint-Pierre and Miquelon; Togo under French mandate;
Tunisia.

Individual territory controls
France.-The French franc was devalued on January 25, 1948, in order to in-

crease French exports and as part of a comprehensive program to stabilize the
French economy. The French Government decided upon a "multiple currency
system" (NCB, Feb. 1948, pp. 18-21).

Official rates were to be used for (1) payments to French exporters for half of
the export proceeds, which the exporters are required to sell to the exchange
control; and (2) payments by French importers for goods designated by the
French authorities as "essential." All other transactions in the Uaited States
dollars and Portuguese escudos, and later in other currencies, were to be carried
out at rates determined in a free market.

France, on October 17, 1948, revised the rates of exchange between the French
franc and soft currencies not traded on the so-called free market, which action,
in effect, further devalued the franc by about 22 percent, as to those currencies.
The devaluation was expected to increase the franc cost of much foreign mer-
chandise, and thus tend to raise the French internal price level (FCW Oct. 30,
1948, p. 17).

All French imports payable in currencies negotiated on the free market must
be paid for with exchange purchased half from the exchange stabilization fund
at rates used by it and half on the free market, effective October 18, 1948
(FCW, Nov. 22, 1948).

Import licenses carry with them the right to foreign exchange. All merchan-
dise requires an import license (FCW, July 17, 1948, p. 19).

On December 2, 1948, a new list of products for which import licenses may be '1I
obtained in France under the "import-without-exchange" system, replaces the
one issued February 13, 1948 (FCW, January 17, 1949, p. 19).

Import duties which had been suspended since July 8, 1944, were restored on a
limited list of products by orders of December 26, 1947; April 22, 1948; and
October 16, 1948 (FCW, December 20, 1948, p. 17).

The order of October 16, 1948, restoring import duties was made applicable I

to imports entering Guadeloupe, Martinique, and French Guiana (FCW, January '1
3, 1949, p. 20).

Tunisia.-On August 1, 1948, a transaction tax on imports, exports, certain
internal services, sales, and local production was established (FCW, December
13, 1948, p. 21).

French West Afrioa.-Morocco established on January 1, 1949, a new regulation
limiting import licenses to 10 commodity groups. It was "expected to reduce
American exports to French Morocco substantially * * " (N. Y. Journal of
Commerce, January 11, 1949).

Madagascar.-All goods exported from Madagascar and Comoro Islands, ex-
cept those to France and French territories, are subject to export licenses and to
the turning over to the exchange office of the foreign currency realized from the
sale of the goods (FCW, November 15, 1948, p. 23). The exportation of fodder
from Madagascar was prohibited on October 11, 1947 (FCW, January 24, 1949,
p. 21),

Effective September 4, 1948, the export tax on vanilla beans was increased
from 21 to 40 percent ad valorem. New minimum prices were established for
Bourbon vanilla exported to any destination except France (FCW, October
23, 1948, p. 29).

On July 1, 1948, a new procedure for allocating import licenses was estab-
lished. Two committees were formed: (1) To control imports from foreign coun-
tries which necessitate the granting of an import license and an outlay of
foreign exchange; and (2) to have jurisdiction over import licenses for goods
furnished under quota by France and territories of the French Union. Foreign
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exchange allocation by Paris and Madagascar will apparently determine the
licensing limits (FCW, August 14, 1948. p. 20).

French Indochina.--On June 9, 1948, an Indochinese Rice and Maize Com-
mittee was formed to control cereal exports under a permit system (FCW,
August 14, 1948, p. 18).

BENELUX CUSTOMS UNION

Belgium, Luxemburg, and the Netherlands organized the Benelux Customs
Union, which became effective January 1, 1948. Previously Belgium and Luxem-
burg were joined in a customs union. In general, there is a common tariff
schedule on imports into the territory of the union from other countries and all
abolition of import duties on commodities originating in any of the three
countries.

The tariff schedule, however, is in two columns, a "general" tariff applicable
generally to countries outside the union, and a "maximum" tariff applicable to
countries which treat the Benelux members "less favorably than other countries.
or in a manner contrary to their vital interests." "Maximum" rates are double
"general" rates, with the lowest 10 percent ad valorem. Duty-free goods in the
general tariff are subject to an entrance tax of 10 percent ad valorem when im-
ported from maximum tariff countries.

Prior to the formation of the union, the Belgian-Luxemburg specific duties
were generally higher than the ad valorem Netherlands rates. The Benelux rates.
chiefly on an ad valorem basis, are said, in general, to be higher than the Nether-
lands and lower than the Belgo-Luxemburg rates which prevailed before the war,
but are actually "higher than the present (1947) ad valorem equivalents of
(Belgo-Luxemburg) specific rates, because of the great increase in unit prices
since 1939."

It is reported that "the Benelux tariff is more protectionist than the Nether-
lands tariff, and that it apparently is not less protectionist than the Belgo-Luxem-
burg tariff."

Goods traffic between members of the union, although supposedly free, is
actually subject to various fees and taxes, as well as to licensing requirements,
foreign exchange controls and quota restrictions. The Netherlands is per-
mitted a number of escapes and its Government "is enabled to regulate the
entire foreign trade of the country * * without * * * parliamentary
approval."

(All the foregoing, including quotations, from FCW, October 11, 1947, p. 3
et seq.)

Benelux has made upward adjustments In its duties. Most recent examples are
increased rates on wines and the reimposition of duties on certain types of sugar.
as well as complementary duties on certain commodities containing sugar (FCW.
November 15, 1948, p. 14).

Certain duties which the Netherlands suspended when Benelux became effec-
tive, were reimposed as of June 1, 1948 (FCW, July 31, 1948, p. 23).

EUROPE

Austria.-Under Austrian import licensing and exchange regulations, an im- t

port license carries with it the right to foreign exchange, but a separate applica-
tion for theexchange permit must be made after the import license is granted
(FCW, July 24, 1948, p. 21).

Czechoslovaioa.-From January 1, 1948, all Czechoslovakian foreign trade and
international forwarding was reserved exclusively to such companies or organi- a

zations designated by the Ministry of Foreign Trade which regulates all forms
of import and export trade, and determines which foreign trade or international
forwarding concerns are to be nationalized. Czechoslovakian official trade pub-
lications declare that the action "is founded on the principle that foreign trade is

a Government monopoly * * *" (FCW, September 4, 1948, p. 19).
On September 1, 1948, six state monopoly trading companies began operations

to handle transactions in chemicals, glass, ceramics, textiles, hops, and oil raw t

materials. The new organizations have the form of joint stock companies, each
with a general manager who is responsible to the Ministry of Foreign Trade
and the Ministry of Finance for its operations and the fulfillment of allotted
plans (FCW, October 2, 1948, p. 22; November 15, 1948, p. 18). a

Denmark.-Under Danish import-licensing and exchange regulations, all im-
port licenses carry the right to foreign exchange. Import licenses are required
for all imports of merchandise (FCW, July 31, 1948, p. 20).
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Finland.-Import licenses carry the right to foreign exchange If the amount
required is stated in the application (FCW, July 31, 1948, p. 20).

Greece.-The licensing of imports from the United States, suspended in Sep-
tember 1948, was later resumed on a small scale (FCW, November 15, 1948, p. 20).
Import licenses carry the right to foreign exchange and are issued only for
essential products. A so-called negative list of products exists for which no
licenses are obtainable. Payments for imports are required at the official rate
of exchange and importers must deliver to the bank for cancellation exchange
certificates of a face value equal to the amount of the letter of credit involved.
These certificates must be purchased by importers at their current market value
(FCW, July 24, 1948, p. 27). Import licenses on certain products are issued
only to the exclusive sales representatives of the foreign supplier (FCW, Sep-
tember 18, 1948, p. 21).

Ireland (Eire).-Announcements of impositions of duties, quotas, and import
licensing restrictions on various commodities over a period of 6 months indicate
an extensive and increasingly restrictive control over Ireland's import trade
(FCW, 1948: July 31, August 14, September 18, October 2, October 9, November 15,
November 22, December 20; also January 3, 1949).

Italy.-Revisions of list A consisting of goods importable into Italy from the
United States and other free-currency countries merely upon the presentation to
Italian customs officials of a bank "benestare," indicate a tightening of import
restrictions (FCW, January 31, 1948, p. 21 ; August 28, 1948, p. 23).

Italy's multiple currency system is basically similar to those adopted by France
and various Latin-American countries (NCB, February 1948, p. 19).

Norway.-Under current Norwegian import-licensing and exchange regula-
tions, import licenses do not carry the right to foreign exchange, the importer
having to obtain a separate exchange permit from the Bank of Norway (FCW,
August 21, 1948, p. 24).

Poland.-Four Government enterprises have been established to plan and ad-
minister the purchase and sale, both domestic and foreign, of all products of
the leather, electro-technical, chemical, and fish industries, under an order of
the Minister of Industry and Commerce. The organizations will fix prices for
the commodities which they are to handle (FCW, October 30, 1948, p. 24).

Portugal.-The Portuguese exchange-control authorities issued a list in Sep-
tember 1948, of "second-priority" goods which may be imported within the lim-
its of the monthly dollar exchange availabilities. Licenses for both first- and
s'eond-pribrity items are to be granted within the limits of a global dollar- i
exchange quota to be fixed monthly by the Minister of Finance. First priority JI
list was issued in July 1948 (FW, August 7, 1948, p. 23; September 4, 1948, -ii
pp. 25-26).

Under the long-time Portuguese import licensing and exchange regulations, re-
vised on February 9, 1948, all import licenses carry the right to foreign ex-
change. The import controls are described as designed "to conserve Portugal's,
reserves of dollar exchange for the purchase of supplies essential to the national At
economy. * * * Many imports from the United States not considered to be
essential are being denied licenses (FCW, July 17, 1948, p. 23).

Rumania.-Organization of a Ministry of Trade, was announced May 6, 1948,
to supervise fixing of prices, wages, and fees as well as "foreign-trade relations
of the country either directly between States, or through nationalized export
and import corporations and privately owned export and import -enterprises."
Establishment of the Ministry has brought "practically all of Rumania's domes-
tic and foreign trade under state control not only with regard to business trans-
actions, but also regarding planning, procurement, and distribution of mer-
chandise within the country and abroad."

Special units within the Ministry supervise export and import procedures
including export and Import planning, fixing of customs rates, quality specifica-
tion for export goods, and promotion and control of exports and imports. Two
directorates control foreign affairs including one which supervises the prepara-
tion and conclusion of trade and payments agreements and regulates the ac-
tivities of. foreign trade agents (FCW, January 24, 1949, p. 26).

A new method of calculating certain taxes on imports was put Into effect on
January 9, 1948. The ad valorem luxuary tax, turn-over tax, ad valorem fee of
16 percent, and extraordinary tax of 12 percent on specified commodities, which
are assessed in a single combined rate upon importation, are to be calculated
according to the purchase price stated in the import license in foreign currency,
converted into lei by applying a fixed exchange rate (FCW, November 22, 1948,
P. 23).
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Spain.--Under Spanish Import-licensing procedures the Ministry of Industry
and Commerce, upon application of the importer issues an import license. If
granted, the importer then applies to the Foreign Exchange Institute for dollar
exchange. Several payment terms are allowed under which import permits are
granted (FCW, September 18, 1948, p. 26).

Spanish control of foreign exchange has become progressively more compli-
cated. In the case of dollars, imports with "freely granted" exchange have dis.
appeared almost entirely, except for petroleum products. Most other transac-
tions were being carried out on a basis of "combined accounts" or "deferred pay-
ment" (FCW, October 9, 1948, p. 19).

Special exchange rates, applicable to import and export transactions of special
products, were announced by the Foreign Exchange Institute on December 17,
1948, as authorized by the Ministry of Industry and commercee on December 12.
1948 (FCW, January 24, 1949, p. 27; January 3, 1949, p. 26).

Spain devalued its peseta with respect to a wide list of imported goods on De-
cember 23, 1948. The specified products are said to compete with domestic items
and their importation into Spain is regarded as nonessential (New York Journal
of Commerce, December 22, 1948).

Sweden.-Discussions were held in the spring of 1948 between the United
States and Sweden with respect to Sweden's need to prevent further losses of gold
and foreign exchange holdings caused by the reported substantial deficit in
Sweden's trade with hard currency areas.

"The drastic reduction of Sweden's holdings of hard currencies since the close
of the war necessitated temporary modifications of the quantitative and non-
discriminatory commitments of the trade agreement of 1935" between the two
countries. Understandings regarding such modifications for the period ending
June 30, 1948, were reached on June.24, 1947, and February 11, 1948" (SD No.
519, June 28, 1948).

In an exchange of memoranda dated June 12, 1948, the United States agreed to
allow Sweden to continue taking those measures to correct its imbalance of trade
and to conserve its foreign exchange. The import restrictions imposed by Sweden
were permitted to continue until June 30, 1949 (SD No. 519, June 28, 1948).

On December 3, 1948, the Swedish Government announced its import plan for
the calendar year of 1949 limiting total imports from all sources as well as those
from dollar areas. The new import plan may be subject to revision by quotas to
be set at a later date in bilateral agreements covering the exchange of goods and
by changes in prices obtained for exports (FCW, January 3, 1949, p. 26).

Tur-key.-Authority to fix minimum export prices on olive oil, poppy-seed oil,
and oily residue from the processing of olive oil was delegated to the Vegetable g
Oil Exporters Union. This authority was previously exercised by the Ministry of f

Commerce (FCW, November 15, 1948, p. 48).

LATIN AMERICA

Argentina.-Argentina has an extensive system of foreign-trade control under of

the direction of its National Economic Council. There have been 10 different legal 8

rates of exchange, including those applying to various categories of imports.
Imports have been limited to essentials (New York Times, February 2, 1949).

Argentina has attempted to get higher than world prices on her agricultural a.

products. Her chief concern has been to protect her hard currencies (New York
Journal of Commerce, February 2, 1949).

On February 1, 1949, Argentina suspended all exchange permits and brought a.

its Import trade to a standstill (New York Times and New York Journal of Com-
merce, February 2, 1949).

Extensive changes were made Yune 23, 1948, when Argentina published a list ta.

of articles which might be imported freely from certain European and South on

American countries, and another, much shorter, list of essential items which re

might be imported from the United States and other countries, only after prior

study and approved by the central bank. Imports were to be limited to goods

on these lists save in exceptional cases. At the same time the free-market w

exchange rate was altered in such a way as to devalue the peso by about 20 p.
percent, and the rates at which foreign currency could legally be sold in Argen-

tina were subjected to regulation. Export and import quotas are noted (FCW, In

August 14, 1948, p. 12. Also FOW, January 10, 1949; October 23, 1948; Sep- le

tember 4, 1948; August 21, 1948). St

Bolivia.-Bolivia has tried to gear the Issuance of import permits to the for- sen

eign exchange created by current exports (NCB, -August 1947, p. 94; September tr
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1948, p. 105). Import lcensing and foreign exchange allocations are part of
the program (FCW, October 23, 1948, p. 15). A certain percentage of exchange
derived from exports is apparently retained by the Government. On tin, this
percentage was increased from 60 to 63 percent on July 1, 1948, and the surtax
for the differential of exchange on tin exports increased from 120 to 500 percent.
This resulted in an increase from 1 cent per pound of tin to about 4.5 cents per
pound (FCW, August 14, 1948, p. 13).

Brazil.-The basic law of February 25, 1948, placed imports and exports under
prior license. Regulations thereunder exempted same goods. There are two
categories for imports, essential articles, and all others. There are three ex-
change classifications: 75 percent of available exchange is allocated to corn-
modities not requiring a license and to category A goods, 20 percent to B, and
5 percent to C. An essential article is not necesarily placed in category A for
exchange allocation. Import quotas are established in some instances.

All exports require license. There are restrictions on the export of goods
exceeding a percentage of quantities consumed or industrialized the preceding
year (FCW, April 24, 1948, p. 10).

It was noted that Brazil's import trade took a continuous downward trend
under the above regulations (FCW, September 25, 1948, p. 18).

The import licensing policy is based upon percentages of past consumption
with percentages ranging from 25 to 75 percent (FCW, January 10, 1949, p. 9).
Effective November 17, 1948, banks were required to surrender to the Bank of
Brazil 75 percent of their acquisitions of hard currency exchange (FCW, De-
cember 6, 1948, p. 15).

An embargo on the importation of wheat flour was published January 7, 1949
(FCW, January 24, 1949, p. 14).

Brazil ratified GATT, but at the same time increased, up to 40 percent, most
of the nonagreement items in her tariff (FCW, August 14, 1948, p. 14). She also
sought and obtained permission to increase duties on certain of her GATT con-
cessions, pending negotiations (SD No. 825, October 11, 1948).

Chile.-A shortage of United States dollars prompted Chile to institute a
combination import permit and exchange allocation system (NCB, August 1947, 31
p. 94; September 1948, p. 105). Although Chile was one of the GATT con- )I
tracting parties she has so far not ratified the agreement. I I

Customs duties are stated in gold pesos, but collected in paper pesos at a
fixed ratio to gold. There is a paper peso surcharge imposed not only on gold
peso duties, but on warehouse fees and other charges collected by customs on
goods purchased at the banking rate of exchange. This surcharge was increased
from 540 to 790 percent, effective October 11, 1948, and covered about three-fourths
of the Chilean customs tariff. An import sales tax of 13 percent, import tax of
5 percent, and a luxury tax of 20 percent are assessed on duty-paid goods to
which they apply (FCW, Nov. 22, 1948, p. 14).

Colombia.-All Imports were reclassified as to the essentiality into three groups T11
on May 21, 1948. Group I, the preferential category was expected to consume
80 percent of available exchange, group II getting almost all the balance, with
little left for group III (FCW, July 3, 1948, p. 17). Exchange taxes of 10, 16, and
26 percent additional on imports in groups I, II, and III, respectively, were
assessed on duty-paid goods (FCW, Aug. 28, 1948, p. 18).

The Office of Control of Exchange, Imports, and Exports announced exchange
quotas for various kinds of goods in August 1948, based on individual importer
averages for 1946 and 1947, but with over-all limitations (FCW, Oct. 9, 1948, p. 14).

On December 18, 1948, the peso was devalued 11 percent. It was noted that
purchases of foreign exchange to pay for imports were still subject to a stamp
tax of 4 percent, and, in addition, such exchange is subject to a 6-percent tax
o group I imports; 12 percent for group II, and 26 percent for group III, which
reduces the tax on groups I and II by the amount of the stamp tax (FCW, Jan. 10,
1949, p. 15).

A continuation of license-quota-exchange controls is forecast in a program
Worked out by the Interparliamentary Economic Committee (FCW, Jan. 17, 1949,
p. 16).

The United States has a trade agreement with Colombia, as of May 20, 1936.
In answer to a telegraphic inquiry of June 30, 1948, from the American Tariff
League, Mr. Woodbury Willoughby, Chief, Division of Commercial Policy, United
States State Department, replied in a telegram of July 2, 1948: "Colombia pre-
sented verbal request May 13 for our consent to upward adjustment schedule I
trade-agreement rates arguing need for Increased revenues and shrinkage ad
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valorem equivalents since agreement signed. Trade Agreements Committee cur
rently considering request."

No subsequent information has been received. Colombia is listed among 13
countries to negotiate agreements under GATT in April 1949.

Costa Rica.-Under decree promulgated October 13, 1948, all imports are classi-
fied in three groups in accordance with essentiality, under an exchange control
program (FCW, Jan. 24, 1949, p. 14).

Cuba.-Cuba has not been particularly troubled by a shortage of dollars (NCB,
August 1947, p. 94; Septen~ber 1948, p. 105). A number of controls introduced
by her during the last year apparently were for the purpose of safeguarding or
fostering her industries. Cuba is a GATT signatory. At the first meeting of the
GATT contracting parties at Habana in March 1948, Cuba requested renegotia-
tion of certain concessions covering ribbons, knot fabrics, stockings, braids, tires
and tubes, which apparently had been originally negotiated with the United
States. The United States at the second GATT meeting in September at Geneva
agreed to begin renegotiations (SD, No. 825, Oct. 11, 1948).

In the meantime by a decree of July 10, 1948, the Cuban Ministry of Cominierce
established a complicated import licensing control on raw cotton and cotton,
rayon and wool fabrics and wearing apparel, which brought imports thereof
to a standstill for about 2 months (FCW, October 23, 1948, p. 20). The action
had the effect of nullifying in considerable part the benefits granted by Cuba
in GAT (SD No. 766, September 22, 1948). The GATT contracting parties at
their September session in Geneva asked Cuba to relieve the immediate difficulties,.
and to discuss the matter with the United States. Cuba on September 14, 1948
removed the restrictions except as to piece-goods remnants and wastes. The
United States and Cuba were also to discuss these continuing restrictions (SD
No. 766, September 22. 1948).

Dominican Republic.-Recent controls include increased import and export
duties, and establishment of export surtax on certain commodities (FCW,
January 24, 1949; December 6, 1948; December 13 ,1948; November 29, 194s:
October 23, 1948; September 11, 1948).

Evuador.-Ecuador has been forced to adopt controls due to her shortage of
dollars (NCB. September 1948, p. 105). She established strict controls by the
Emergency Exchange regulation of June 5, 1947, under which there appear to
be not only allocations of exchange among three categories A, B, and C, but
also import taxes and exchange surcharges. A decree of Juine 4, 1948 increases
the cost of dollar exchange for A. B, and C Imports by the Government, munici-
palities, and public institutions, by making them subject to the tax and, if for
resale to the public, to the surcharge (FCW, October 9, 1948, p. 15).

El Salvador.-El Salvador appears not to have been suffering from a dollar
shortage (NCB, September 1948, p. 105). Recent increased controls noted are
the abolition of the temporary free-duty status on imported corn and beans.
and an increase on certain types of cotton goods (CW, October 30, 1948;
September 25, 1948).

(hiatemala.-Guatemala appears not to be suffering from lack of dollars (NCB.
September 1948, p. 10&). She has prohibited the exportation of citronella and
lemon grass plants, seed and rootstock to protect the national industry of
essential oils, which is dependent on these products for its raw materials (FCW,
October 23, 1948). Special concern for this industry is evidenced by an author-
ization to set up an Office for Control of Sales and Exports of Essential Oils
(FCW. October 9, 1948, p. 15).

ifexico.-So widespread and restrictive have Mexican trade controls become
that the committee for Mexico of the National Foreign Trade Council released
on February 1, 1948, a report urging revision of Mexican policies and laws (New
York Times, February 2, 1949; New York Journal of Commerce. February 2, 1949).
The Times summarized the committee's description of Mexican controls as fol-
lows: "Import control decrees, substantially higher import duties and taxation
on exports."

The Mexican situation has become such a cause c~lbbre in connection with
United States foreign trade and trade-agreements policy that a rather detailed
chronological account of Mexican and United States action seems advisable.
Earliest steps are listed in the United States Department Release No. 966, of
December 30, 1949.

"1. Several times during 1945 and 1946 the Mexican Government suggested
revision of the trade agreement of December 1942 with the United States stating
that circumstances since signature had thrown the benefits out of balance to
Mexico's disadvantage.
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"2. In 1947, the Mexican Government, impelled by circumstances and after
consultation with this Government in the cases where it was required, took
various steps to restrict imports.

"3. The circumstances impelling this action were:
"(a) A marked and continuing decline In Mexico's foreign exchange reserve

largely due to an adverse trade balance with the United States contrary to the
prewar situation.

"(b) Strong domestic pressure for increased tariffs: (i) To protect war-born
industries; (ii) to encourage economic development: and (iii) to change the
specific duties to compound- duties equivalent on an ad valorem basis to those
applying when the agreement was signed in 1942.

"4. The principal steps taken by Mexico were:
"(a.) A prohibition, in July 1947, against imports of a wide range of non-

essential goods including some items in the trade agreement with the United
States.

"b) A change, in November 1947, to the ad valorem equivalent of the duty in
1942 or higher, of the rates of duty on some 5,000 items not in the trade agree-
ment.

"5. In December 1947 it became evident that Mexico would raise the duty
on items in the trade agreement."

The United States agreed to provisional increases in duties on trade-agreement
items and these were put into effect by Mexico. The United States State Depart-
nient then scheduled hearings before the Committee for Reciprocity Information
looking to renegotiation of schedule I only (Mexican concessions) of the 1942
trade agreement with Mexico. The hearings were held beginning February 25,
1948. After their completion negotiations began with Mexico. No official word
as to their outcome has ever been published, so far as can be ascertained.

On July 22, 1948, the Mexican peso was devalued. This move was expected to
increase exports, but the increase was moderate as merchants dealing in imported
commodities have increased their prices as a hedge against the higher cost of
dollar remittances" (FCW, October 16, 1948, p. 19). Prohibitions and restrictions
on imports of so-called luxury articles, together with the import licensing regula-
tions, resulted in an increase in contraband goods entering Mexico (FCW, July
24. 1948, p. 28). I

By a decree of August 24, 1948, Mexico imposed a 15-percent ad valorem surtax
on all exports, including those free of duty. It also authorized subsidies to ex-
porters of fresh bananas and coffee (FCW, September 11, 1948. p. 19).

On September 30, 1948, Mexico established a comprehensive list of approxi-
niately 300 commodities to consolidate and replace all former lists of goods
subJect to export control (FCW. November 15, 1948, p. 23). Import controls were
imposed on 36 commodities in addition to those previously covered (FCW, Decem- JI
her 13, 1948, p. 27). T11

The United States Is still honoring its part of the 1942 Mexican trade agreement.
(See information supplied to House Ways and Means Committee by U. S. State
Department; hearings on 1949 extension of the Reciprocal Trade Agreements Act
(p. 17.)

Paraguay.-An Important control commission of the Bank of Paraguay has the
function of granting foreign exchange for the purpose of importing goods (FCW,
October 2, 1948, p. 28).

Peru.-Peru has suffered from a dollar shortage and has instituted an extensive
import control-exchange allocation system (NCB, August 1947, p. 94; September
1948, p. 105).

Latest regulations are those of December 11, 1948, which provide for the
following:

Export control system: Forty-five percent of foreign exchange arising from
each export sale must be delivered to the Central Reserve Bank of Peru. Export
Rales must be made only in currencies authorized by the bank. The bank delivers
to exporters the equivalent of the 45 percent in national currency at the official
buying rate. Exporters pay export duties from this currency. The Ministry
of Finance grants export licenses.

Import control system: Goods listed by the Ministry of Finance may be im-
Ported without permit. Foreign exchange obtained from exporters will be used
to cover the Government's own needs of foreign exchange and for allocation and
Payment for basic imported products, such as foods and medicines (FCW, Janu-
ary 24, 1949, p. 25; January 3, 1949, p. 25).
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UruguaW.-Although Uruguay has not had too much trouble in maintaining a
dollar supply, she requires import permits and has restricted them largely to
industrial equipment and raw materials (NCB, September 1948, p. 105). In a
decree of September 10, 1948, the Government required all Uruguayan indus-
tries which import directly for their own consumption to report on stocks of
raw imported materials, in order "to facilitate the equitable allocation of import
and export permits" (FCW, October 30, 1948, p. 26). In the summer of 1948,
a price was fixed on linseed oil, a surplus of which was accumulating, in order
to foster an export market therefor. If the oil had to be exported at a price
lower than decreed, the difference was to be subsidized by the Government

FC W, September 4, 1948, p. 29).
Venezuela.-Venezuela does not appear to be In dollar difficulty (NCB, Sep-

tember 1948, p. 105). However, she imposes quota restrictions and import license
controls on certain products (FCW, January 3, 1949, p. 28; October 16, 1948,
p. 25). By a decree of October 15, 1948, the Government made the granting of
import licenses for butter contingent on the purchase of 240 units of domestic
butter for each 100 units of imported. At the same time prices of both were
frozen (FCW, November 15, 1948, p. 48).

MIDDLE EAST

Egvpt.-Egypt has an import license and exchange control system (FCW,
January 10, 1949, p. 16). She also fixes the percentage of profits for importers,
dealers, and manufacturers of certain foodstuffs (FCW, December 6, 1948, p. 10).
A year ago Egypt suspended the import of automobiles from the United States
(New York Journal of Commerce, Februgiry 2, 1948).

Iran.-By decree of July 26, 1948, Iran revised its foreign exchange regula-
tions to provide as follows: Sellers of exchange receive certificates to the value
of 100 percent of exchange sold. Exporters, within 1 month of date of sale, may
use a certificate to purchase exchange for importing permitted goods. Only one
transfer of a certificate is permitted. The Bank Melli may intervene in the free
market to buy or sell certificates so as to stabilize the prices thereof. On
certain listed goods, exchange will be sold at an official rate up to a certain per-
centage, the remaining percentage required to be paid for in certificates. For
the importation of all other authorized goods, certificates are required to 100
percent in payment (FCW, September 18, 1948, p. 21). The 1948-49 import
quotas were established by a decree of May 3, 1948 (FCW, August 21, 1948, p. 23).

Iraq.-Increased duties on a wide variety of imports became effective July
15, 1948. Textiles were said to be "particularly affected" (PCW, September 4,
1948, p. 21).

Israel.-New import duties became effective on June 28, 1948, constituting in-
creases over items covered in the 1946 list of the former Government of Pales-
tine (FWC, September 4, 1948, p. 21).

Lebanon.-A system of import licensing and exchange control is in operation
with essential commodities being allotted exchange (FCW, September 4, 1948,
p. 23). Importation of chemical fertilizers placed under direct control of the
Ministry of National Economy, charged with issuing import license. An import
tax of 30 percent is imposed. Sales prices are fixed (WOW, October 23,1948, p. 29).

Syria.-An exchange control system, effective August 12, 1948, provided for
the exchange office to retain 20 percent of all hard currencies derived from exports,
travel, etc., for which Syrian currency at an officials rate is issued. The re-
maining 80 percent is issued in transferable certificates for hard currencies that
may be used to purchase essential imports. Quotas are set for such imports.
Import licenses are required. Exports to Egypt, Iraq, Palestine, and Trans-
Jordan must be paid for in pounds sterling (FCW, September 4, 1948, p. 28).

ASIA

Burma.-Import licenses are required and are issued on a communal basis in
accordance with recommendations of chambers of commerce representing various
national interests (FCW, August 28, 1948, pp. 12 and 16).

Ohin.-The complexity of Chinese trade controls can only be increased by
recent political and military crises. Many of China's past controls have been
due to her desire to bolster a wartime economy.

China instituted a new import tariff on August 7, 1948, which increased sub-
stantially her ad valorem rates on all but a few commodities. International
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Reference Service, United States Department of Commerce (December 1948;
VoL V., No 111). Rates were increased 50-100 percent. Although a 5 percent
revenue tax and 45 percent temporary surtax, levied on import duties, were
simultaneously discontinued, China shortly thereafter announced a rebellion-
suppression surtax of 40 percent to be collected on all import duties on which
she had not made agreement concessions (FCW, August 28, 1948, p. 17).

Effective May 31, 1948 a procedure was introduced linking imports with exports
as "the latest in a series of regulations designed to control foreign-exchange re-
sources" (FCW, July 24, 1948, p. 20 et seq.).

A Central Trust of China was established as a Government purchasing agency
(FCW, January 19, 1949, p. 15).
law of June 30, 1948 designed "to conserve dollar exchange and protect local
imports of nonessential and luxury articles, implementing the import control

Philippines.-Regulations, effective January 1, 1949, were issued controlling
industries" (FCW, January 17, 1949, p. 26).

Siam.-Effective December 1, 1948, an import licensing system, based on quota
allotments, was established. Controls are designed to direct foreign exchange
toward the purchase of equipment for productive purposes, particularly industrial
machinery (FCW, January 10, 1949, p. 21).

BILATERAL AGREEMENTS ENTERED INTO BY VARIOUS LISTED FOREIGN NATIONS

(Compiled from reports coming to the attention of the American Tariff League
in the 6-month period prior to date)

Albania-Bulgaria, FCW, October 2, 1948, p. 20.
Argentina-Denmark, FCW, January 10, 1949, p. 8.
Argentina-Egypt, FCW, September 11, 1948, p. 8.
Argentina-Finland, FCW, August 14, 1948, p. 12.
Argentina-Hungary, FCW, January 10, 1949, p. 8.
Argentina-Poland, FCW, January 10, 1949, p. 8. ii
Argentina-Spain, FCW, October 9, 1948, p. 19.
Argentina-Sweden, FCW, January 10, 1949, p. 8.
Argentina-Switzerland, FCW, November 22, 1948, p. 24.
Argentina-Yugoslavia, FCW, July 17, 1948, p. 14.
Austria-Belgium-Luxemburg, FCW, August 21, 1948, p. 13.
Austria-Denmark, FCW, December 13, 1948, p. 12.
Austria-Poland, AIEB, September 1948, p. 674.
Austria-Yugoslavia, FCW, October 23, 1948, p. 14.
Belgium-Luxemburg-Norway, FCW, December 13, 1948, p. 12. N
Belgium-Italy, FCW, September 4, 1948, p. 22.
Belgium-Luxemburg-Sweden, FCW, October 23, 1948, p. 15.
Belgium-Luxemburg-Switzerland, FCW, November 22, 1948, p. 24. rI
Belgium-Turkey, FCW, October 2, 1948, p. 33.
Bulgaria-Denmark, AIEB, November 1948, p. 856.
Bulgaria-Finland, FCW, November 29, 1948, p. 19.
Bulgaria-Hungary, FCW, January 10, 1949, p. 18.
Chile-France, FCW, October 23, 1948, p. 18.
Chile-Netherlands, FCW, October 23, 1948, p. 18.
Chile-Peru, FCW, October 23, 1948, p. 18.
Colombia-Sweden, FCW, January 17, 1949, p. 16.
Czechoslovakia-Denmark, FCW, November 29, 1948, p. 23.
Czechoslovakia-Germany, AIEB, De~ember 1948, p. 981.
Denmark-Finland, FCW, October 23, 1948, p. 20.
Czechoslovakia-Pakistan, FCW, January 17, 1949, p. 17.
Czechoslovakia-Switzerland, FCW, November 22, 1948, p. 24.
Denmark-France, FCW, January 10, 1949, p. 16.
Denmark-Iceland, FCW, August 14, 1948, p. 17.
Denmark-Italy, FCW, October 30, 1948, p. 15.
Denmark-Netherlands, FCW, November 29, 1948, p. 23.
Denmark-Norway, FCW, October 30, 1948, p. 15.
Denmark-United Kingdom, FCW, October 30, 1948, p. 15.
Denmark-Union of Soviet Socialist Republics, FCW, November 29, 1948, p. 23.
Denmark-Western Germany, FCW, November 22, 1948, p. 16.
Denmark-Yugoslavia, FCW, October 23, 1948, p. 20.
Egypt-France, FCW, August 7, 1948, p. 18.
Finland-Hungary, AIEB, December 1948, p. 982.
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Finland-Sweden, FOW, December 13, 1948, p. 21.
Finland-Switzerland, FCW, November 22, 1948, p. 24.
Finland-Turkey, FCW, October 2, 1948, p. 33.
Finland-Union of Soviet Socialist Republics, FCW. January 24, 1949, p. 15.
France-Netherlands, FCW, August 7, 1948, I. 18.
France-Norway, FCW, October 23, 1948, p. 24.
France-Poland, FCW, October 23, 1948, p. 24.
France-Portugal, FCW, October 23, 1948, p. 24.
France-Spain, FCW, October 9, 1948, p. 19.
France-Sweden, FCW, September 18, 1948, p. 19.
Germany-Hungary, AIEB, December 1948, p. 982.
Germany-India, AIEB, October 1948, p. 757.
Germany-Netherlands, AIEB, October 1948, p. 757.
Germany-Norway, AIEB, October 1948, p. 757.
Greece-Sweden, FCW, August 7, 1948, p. 21.
Hungary-Poland, FCW, January 10, 1948, p. 18.
Hungary-Sweden, FCW, January 10, 1949, p. 18.
Hungary-Switzerland, FCW, January 10, 1949, p. 18.
Ireland-Netherlands, FCW, October 23, 1948, p. 29.
Ireland-United Kingdom, FCW, October 23, 1948, p. 29.
Italy-Netherlands, FCW, September 4, 1948, p. 22.
Italy-Spain, FCW, October 16, 1948, p. 18.
Italy-Sweden, FCW, November 15, 1948, p. 22.
Italy-Turkey, FCW, October 2, 1948, p. 33.
Netherlagds-Sweden, FCW, October 16, 1948, p. 19.
Netherlands-Uruguay, AIEB, October 1948, p. 758.
Norway-Union of Soviet Socialist Republics, FCW, December 6, 1948, p. 23.
Poland-Sweden, FCW, October 16, 1948, p. 21.
Poland-Turkey, FCW, October 16, 1948, p. 24.
Poland-Union of Soviet Socialist Republics, FCW, August 21, 1948, p. 24. Z
Portugal-Venezuela, FCW, September 4, 1948, p. 29.
Spain-Sweden, FCW, October 9, 1948, p. 19.
Spain-United Kingdom, FCW, October 9, 1948, p. 19.
Spain-Western Germany, FCW, January 24, 1949, p. 18.
Sweden-Switzerland, FCW, October 30, 1948, p. 25. t
Sweden-Turkey, FCW, October 2, 1948, p. 33.
Sweden-United Kingdom, FCW, September 18, 1948, p. 27.
Turkey-Western Germany, FCW, January 24, 1949, p. 18.
United Kingdom-Yugoslavia, New York Times, December 24, 1948.

Mr. ANTHoNy. The list includes recent restrictions put into effect ft
by 61 nations and territories outside of the United States and occupied
Germany and Japan, as well as 81 bilateral trade and barter agreements
recently negotiated. All of the 22 foreign signatories of the General he
Agreements on Tariffs and Trade (GATT) are included in the list, as tc
well as 10 of the 13 nations with which negotiations are to be conducted
at Annecy on April 11.

Mr. Thorp, in his appearance before the Ways and Means Com- th
mittee, argued that- ti(

the trade agreements program is an integral part of our over-all program for
world economic recovery.

He included in that program the International Trade Organization(ITO).St
It is to be remembered that the general provisions of the General

Agreement on Tariffs and Trade, negotiated at Geneva in 1947-that IT
is, the provisions other than the schedules of tariff concessions-were th".
lifted bodily from the language of ITO. The Protocol of Provisional stv
Application of GATT was signed by a representative of the United ter
States under the alleged authority of the Trade Agreements Act, and Wi
it has been the position of the State Department that no congressional to
ratification was necessary to bind the United States. However, ITO,
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which differs from GATT more in degree and extent, than in basic
concept or approach, is to be sent to Congress for ratification.

Both GATT and ITO transfer to a continuing international agency
the consideration of matters that heretofore have been regarded, so
far as the United States is concerned, as within the province of the
legislature, and, in the Senate, normally are subject to the scrutiny
of your committee. GATT, as I have said, is not to be referred to Con-
gress at all. ITO apparently is to be submitted through ratification
channels that would bring it before the Foreign Relations Committee
rather than before your committee.

Senator MIT-3KIN. kLshould say that under understandings which
have been reached, no matter how ITO comes before the Senate, it
will come to this committee. If it comes to the Senate as a treaty, the
Foreign Affairs Committee will ask our advice on it, and we shall con-
sider it in this committee.

If it does not come as a treaty, it will come directly to this commit-
tee, and I assume that Foreign Affairs will also be interested in the
l ,oceedings here.

Mr. ANTHONY. I am very glad that that will be the case.
I raise the ITO issue here only to point out that, in the view of cer-

tain students of the Habana Charter, there exists the possibility that
adherence to ITO might commit the United States to unknown courses
of action from which it could not deviate short of quitting the Organi-
zation. I do not say that United States ratification of ITO would
render further extension of the Trade Agreements Act superfluous,
because I do not have the legal competence to determine that question, 31
but I respectfully refer this committee to the following language of
the report on ITO by the Committee on Foreign Commerce of the
American Bar Association, as reported in The Business Lawyer, II
November 1948:

* * * adherence to a multilateral accord must be carefully examined to,
determinee under what circumstances, if any, the benefits or obligations as origi- ,
nally defined may be modified without the concurrence, or even over the specific
oI)jection, of the one or more nations most affected.

Even though an extension of the Trade Agreements Act would still $t
be required to implement the ITO, apparently it would be expected
to conform to ITO policy, else the United States might be charged
with failure to abide by its obligations.

Senator MILLIKIN. ou of course are aware of the provisions in
the GATT agreements that merge them into ITO under certain condi-
tions there mentioned?

Mr. ANTHONY. If ITO is ratified and comes into effect it absorbs
Ro to speak, the GATT.

Opposition to the Habana Charter of ITO is increasing in the United
States and I think it unsafe either to assume that its ratification is
assured or to consider the current bill in the nature of implementing
ITO before the fact. It is still possible for this committee to consider
this legislation free and clear of the moral, and perhaps legal, pres-
sures which would come down upon Congress were the Habana Char-
ter to be ratified. It is not possible to say bow long your committee I
will be able to act with such freedom, or whether it will be permitted
to act at all.
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The testimony before the Ways and Means Committee on the pend-
ing bill is impressive in one particular, and that is the unanimty of
opinion that the Tariff Commission is a valuable and well-regarded
agency, and that it is fully competent to determine "peril points."
The State Department witness complained that the trouble with the
1948 Extension Act was that it deprived the Trade Agreements Com-
mittee of the participation, at the policy level, of the valued services
of the Tariff Commission.

The purpose of the 1948 Extension Act was to insure the full utili-
zation of the potentialities of the Tariff Commission. That law re-
quires the Tariff Commission to act as a commission independent of
any other agency of Government, although responsible, as it always
has been, to Congress and to the President. The State Department,
as we understand its position, wants the members of the Tariff Com-
mission to act in their individual capacities, offering advice, and join-
ing in decisions at the policy level. It is our firm conviction that the
full potentialities of the Commission are not realized in that fashion.

The Tariff Commission is a quasi-judicial body. It is nonpartisan.
Its field of operation and inquiry is technical and complex. Its wis-
dom and judgment are, and should be, more than the sum total of the
individual wisdom and judgment of its members. It is the meeting
of minds, the reconciling of divergent views, that gives strength to
such a quasi-judicial group, and that offers the greatest assurance to
the public and to the parties affected, that the decisions reached are
wise wise and just.

While the 1948. Extension Act forbids the Commission or its em-
ployees to participate in the making of decisions with respect to the
proposed terms of any foreign-trade agreement or in the negotiation
of any such agreement, that provision merely recognizes the fact that
the Commission has already made the decisions it is most competent
to make. Any compelling reasons that might prompt the President
to disregard the recommendations of the Commission in the negotia-
tion of tariff rates would come, as a matter of course, from sources
other than the Commission.

Senator M.TILrLKN. I invite your attention to the fact that under
the nature of the Commission and its relation to Congress, it has no
authority to participate in negotiations.

Mr. ANTHONY. Its presence there, then, would come from an Execu-
tive order.

Senator MILLIKI. Those who favor the bill would have the Com-
mission participate in a purely executive function, to wit, the negotia-
tion of trade agreements. There is no authority whatever in the law
for doing that.

Mr. ANTHONY. The Commissioners, after making a decision in full
panel, should not then be forced to the indignity of reconsidering it
as individual members of another group, no higher in authority than
the Commission. Under the terms of the pending bill, the Com-
mission would not be expected to act as a commission or to make any
decisions as such. Its members would be integrated with representa-
tives of executive departments and agencies under the domination of
the State Department. It would not function as it was intended to
function under the laws that created it and clothed it with independ-
ent authority.

408

I
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The 1948 Extension Act provides that the Commission shall furnish
facts, statistics, and other information to Government personnel en-
gaged in trade-agreement preliminaries or negotiations. The scope of
this obligation appears to us to be sufficient to permit the widest kind
of consultation among the Trade Agreements Committee, the nego-
tiators, and the Commission, so long as the Commission does not par-
ticipate in the actual making of decisions as to terms of an agreement,
or in the actual negotiation thereof. If the Trade Agreements Com-
mittee desires the attendance of the Commission for consultation dur-
ing the preliminaries or during the negotiations, there seems to be
nothing' in the 1948 act to prevent such attendance.

The "League therefore urges that the pending bill be amended to
permit the Tariff Commission, as a commission, to determine "peril
points" in the case of duties on which concessions are contemplated, in
the same manner as currently provided under the Extension Act of
1948.

Senator MILLIKIN. Thank you very much, Mr. Anthony. Before
we recess, I would like to read into the record, from page 54 of the
recent hearings before the Committee on Ways and Means on H. .
1211:

Mr. BYRNES. And that is recognized in the act itself; is it not, because those
peril points are not binding upon the President?

Mr. THORP. That is literally correct.
Mr. BYRNES. That is actually correct, is it not?
Mr. THORP. Well, literally and actually. I was using them as equal words.

It is correct.
Mr. BYRNES. So that the act of 1948 does not bind the hands of the President

as some people try to tell the American public; it still leaves him free, does it
not, to consummate any agreement that he desires to do so, within the 50-percent P
limit? 11

Mr. THORP. Yes. He is free, although there are, let us say, some pressures
that are set up which may have some effect upon the exercise of that freedom.

Mr. BYRNES. The only pressure is the pressure of public opinion; is it not? ii
Mr. THORP. Yes; I think that is a fair way to put it.

We will recess until 2 o'clock. N
(Whereupon, at 12: 30 p. In., the committee recessed, to reconvene r|l

at 2 p. m., of the same day.)

AFTERNOON SESSION

(Pursuant to the taking of the noon recess, the hearing was resumed
at 2 o'clock.)

The CHAIRMAN. The committee will please come to order.
Mr. Strackbein, you are representing the America's Wage Earners

Protective Conference.

STATEMENT OF 0. R. STRACKBEIN, EXECUTIVE SECRETARY, AMER-
ICA'S WAGE EARNERS PROTECTIVE CONFERENCE

Mr. STRACKBEIN. That is correct, sir.
The CHAIRMAN. Tell us what you wish to say about your organiza-

tion, if anything, unless you have covered it in a general statement.
Mr. STRACKBEIN. I have that covered in my statement, and I might

as well give it in my statement.
The CHAIRMAN. All right. You may proceed.

8 6697-49--pt. 1-27
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Mr. STRACKBEIN. America's Wage Earners Protective Conference is
a nonprofit organization composed exclusively of national and inter-
national unions affiliated with the American Federation of Labor. We
represent upward of 500,000 workers in a dozen organizations. In
addition I represent the Allied Printing Trades Association with a
membership of approximately 200,000. Their interest in the matter
before the committee arises principally from the close connection be-
tween the trade agreements program and the charter of the interna-
tional trade organization.

Before proceeding with that, I would like to read into the record,
Mr. Chairman, the resolution adopted by the American Federation of
Labor in Cincinnati, the 20th of November 1948, with respect to the
trade-agreements program. It is rather brief and will not take up
much time. This is the resolution:

We recommend that the American Federation of Labor support the principle
of this act-that means the Reciprocal Trade Agreements Act-the reciprocal
trade agreements program offers a method for the future looking toward the fur-
ther freeing of international trade from restrictive tariff barriers. However, in
some instances the duty reductions already made have reached the point where
further reductions would endanger the employment in particular industries, ex-
posed to competition from abroad. In supporting the trade agreements program,
we recognize the need of safeguarding American labor in some industries, espe-
cially where wages are a relatively heavy factor in the cost of production against
competition that threatens to undermine our labor standards.

That is the end of the resolution.
We wish to make it clear at the outset that we do not oppose the ex-

tension of the Trade Agreements Act to 1951. Such observations and
suggestions as we may make do not represent irresponsible opposition
based on the promotion of selfish interests. We are sensible of both
the difficulty of the international economic problems that confront the
Nation and the need of subordinating group interests in reasonable
degree to the national interest.

We believe, on the other hand, that it is as easy in the pursuit of a
governmental-program of a partisan character, to regard all disagree-
ment, however sound and reasonable, as merely selfish and narrow, and
to brush it eft as such, as it is simply to oppose a program because some
features of it may offer threats of injury or cause actual injury. A
truly responsible and constructive approach will shun both extremes.

Therefore, while we do not agree with certain administrative fea-
tures of the trade-agreements program, we are not for that reason to
be cataloged as high protectionists, in irresponsible and narrowly
selfish opposition to a noble experiment. We are as vitally interested
in a sound economic future of the United States as anyone else.

We wish to address ourselves to a few of the points currently at
issue in the administration of the trade-agreements program. One of
these is the question of determination of peril points by the Tariff
Commission. Another is the character and value of the escape clause
and the relationship between these two questions.

We are fully aware that the complexity of the tariff question is
such that these two matters do not exhaust the subject. There is no
greater error in the consideration of the tariff than to generalize
and to simplify. The economics of different industries differ too
widely and the character of foreign competition encountered varies
too greatly to justify generalization and simplification. One who
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sees the tariff through the considerations that revolve about the export
of cotton or automobiles or steel or electrical equipment may easily fall
into the error of oversimplification and generalization.

Our reason for advocating the continuation of the power of the
Tariff Commission to hold hearings, to conduct investigations and to
make findings of the peril points arises from several considerations
that we believe to be neither trivial nor selfish. It is precisely because
we are aware of the difficulty of the problem that we think that it
should be taken seriously. If peril points could be found by gazing
into a crystal ball we would say that an interdepartmental committee
that lacks the kind of data that is necessary for arriving at a reason-
ably good judgment, would answer the purpose. It is our desire to
get as far away as possible from this type of tariff adjustment.

From the nature of the case perfection cannot be achieved. We
know that. What responsible person would advocate the proposition
that because perfection cannot be attained we should not do our best
and at the same time strive to improve our facilities and instrumentali-
ties? Such a view could be el d only with respect to a matter that
is of itself regarded as of no importance. We do not regard tariff
adjustment in that light.

We do not say that those who have adjusted our tariffs downward
have viewed their work in that light. We do say that the fact that
during the past 10 years we have experienced a seller's market in the
United States, with little to fear from the effects of imports, created
an atmosphere that was conducive to the idea that duties could be
reduced with virtual economic impunity. We are equally firm in our
belief that times are fast changing; and that if there was justification
for relatively careless procedure in the past, that day is gone.

Senator MILLIK ix. May I ask a question, please? i
The CHAIRMAN. Yes.
Senator MILLIKIN. In the industries that comprise those in which

your organization is fundamentally interested, what evidence do you N
see that we have now changed from a seller's to a buyer's market?

Mr. STRACKBEIN. Well, one of these industries is the fishing indus- r
try, and the movement of fish to the market in recent months gives
every indication that a surplus is beginning to appear. The prices
are weakening, softening, and for that reason the lower prices which
are offered by importers are beginning to be felt in a really competitive
sense.

A little later in my statement I come to that very point of what
difference it makes whether we have a seller's or a buyer's market.

Senator MILLIKIN. Thank you very much. I shall not disturb you
"1ow.

Mr. STRACKBEIN. We say that we need more information than we
have had for our guidance in the past. We need more information on
the competitive potential of our foreign competitors than we now
have. I say that in all seriousness. I think it is extremely important
to have more definite information on the potential of our foreign
competitors than we have now.

We 'need to know more about the type of equipment they have,
more about their productivity and wage rates, more about the expan-
sion of their production facilities.
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Frankly, we do not believe that, the Tariff Commission has now an

adequate staff to provide the necessary information. That is what
we should be thinking about now, not about how best to minimize the
need for this type of information. We have consuls, trade commis-
sioners, and commercial attaches overseas. They are not now under
specific instructions to report the sort of information that we lack. If
they do report it, they do so incidentally. Their reports revolve prin-
6ipally about factors that help to measure the markets for our pro-
ducts overseas.

I myself spent some 5 or 6 years in the Foreign Service of the
United States, and I have recently looked over the instructions to the
commercial attaches and consuls, and I know that they still report
much as we did in the past, developing the outlook, let us say, for the
products of our own industries overseas. Their reports are pointed
toward the development of that type of information.

We also have a few labor attaches abroad. Their reports are di-
rected principally toward provision of current information on the

political significance of labor trends. They have not been selected
or qualifications that would enable them to report on economic mat-

ters of the kind that would be helpful in determining tariff rates.
That is not merely an offhand statement. I have discussed that with

both the Department of Labor and the State Department, and they
admit that the labor attaches have not been appointed for any qualifi-
cations they might have to report economic and commercial matters.

If this whole question were being taken seriously, we would not be
arguing about the relationship of the Tariff Commission to the State
Department. We would readily see that the appropriate liaison could
be established between the Commission, the State Department, and
other departmental agencies. To make issues out of such relation-
ship is to raise to a point of importance questions that would sink to
triviality given good will and a positive purpose to consider seriously
the claims of our domestic producers.

We should be considering ways and means of building up informa-
tion about the character of foreign competition industry by industry
and product by product. We think that the Tariff Commission is the
appropriate agency for this work. Over a period of years it has
accumulated much information; but in many instances this is in-
adequate, particularly in view of the reequipment of many foreign
plants. We believe that the Commission benefits now from reports
made by our Foreign Service, but these reports could be directed more
definitely toward accumulation of the type of information that is now
lacking.

With rounded information the Commission would gain increasing
competence in determining duty levels, adjusted to the facts of foreign
competition, that would offer the degree of protection to which we
think the domestic producer is entitled.

We turn now to the escape clause.
This committee is familiar with the conditions that must be met

before the door may be opened for an escape. We wish to point to
the contrast between the stringency of these conditions in comparison
with the requirements for duty reductions. The latter are very gen-
eral and the Interdepartmental Trade Agreements Committee, the
State Department, or the President are under no compulsion to re-
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veal the standards by which they are guided in cutting the tariff. So
far as the groups that are affected are concerned, they have no way of
knowing what considerations are weighed or disregarded. If there
are any standards they are self-imposed. The degree of adherence is
a matter that remains wholly in the dark. a

When, however, an escape is sought, there is a phenomenal change.
The procedure is definite, the requirements, explicit and detailed.
There will be a hearing before the Tariff Commission, if preliminary
investigation establishes a case to the satisfaction of the Commission.

At this hearing the Commission will expect attention to be concen-
trated upon the facts relating to-

1. The competitive strength of the foreign and domestic article in
the markets of the United States during a representative period prior
and subsequent to the granting of the trade-agreement concession.

2. Costs of production of the foreign and domestic article during a
representative period prior and subsequent to the granting of the
trade-agreement concession, and costs of importation of the foreign
article during similar periods.

3. Developments since the granting of the trade-agreement conces-
sion which constitute advantages or disadvantages in competition
between the domestic and the foreign article in the markets of the
United States (U. S. Tariff Commission Rules of Practice and Pro-
cedure, p. 18).

Here there is no crystal gazing, no taking of votes on the basis of
general published information, gathered here in Washington. The
requirements place the burden of proof on the applicant. He has no
escape from factual demonstration. No calculated risks are open to
him, no loophole for escape. He must lay it on the line, and no mis-
take about it.

The two contrasting requirements represent a distinctly double
standard. The easy, lax standard is applied to the foreign country,
the strict, definite standard to the American producer.

What accounts for this very remarkable difference in standards?
The one has been set up under the guidance of the State Department
and is applicable to foreign products. The other is the work of the
Tariff Commission.

We have no objection to the definite and detailed requirements laid
down by the Tariff Commission. We do not think that concessions
once granted should be withdrawn lightly. We think the Commission
is to be commended.

What we do object to is the laxity of the standard used in granting
concessions. The difference is extremely marked and disturbing. It
creates an unfair discrimination against the domestic producer,
through no fault, however, of the Tariff Commission. We think in
all fairness that the escape clause should be relaxed with respect to
concessions granted under a loose standard. In order to bring the two
standards on to an equal basis, future concessions should be granted
on conditions no less stringent than those exacted for an escape.

Aside from the requirements that are imposed upon the applicant
under the escape clause, we wish to point out that injury may result
from a condition other than an increase in imports, whether this
increase is relative or absolute.

We refer to the prices at which imports may be landed. In a seller's
market such as we have experienced during and since the war, but
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which now is disappearing in various products, low landed prices of
imports are of little or no concern. The distributors simply reap a
handsome profit. The selling price to the consumer is determined by
the highest cost units, meaning in this instance the domestically pro-
duced items.

I may add there that the import items are sold at the same price.
In a buyer's market we face an entirely different set of conditions.

Supply then presses against demand. The competitor who is able to
undersell has a distinct marketing advantage. He can cut his prices
and yet realize a normal profit. In order not to be pushed out of the
market his competitors must meet his prices. Because their costs are
higher they must take a narrower margin or reduce their costs. The
latter may be accomplished by reducing wages, laying off employees,
or by other similar devices.

In such a contest the low-cost competitor continues to hold the ad-
vantage. He may even cut his profit to the point where his competi-
ors, in order to meet his prices, must lower their prices below the break-
even point.

The injury thus incurred could be suffered without any increase in
imports, whether relative or absolute. Therefore an increase in im-
ports, as such, should not be made a condition precedent to an escape.
The attendant circumstances such as those mentioned above, should
be given full weight in arriving at a conclusion.

Mr. Chairman, I think that is a very, very important consideration.
To lay down as a condition of escape the requirement that imports
must have increased, seems to me under certain circumstances to be
wholly unrealistic and not to be directed to the actual merits of the
case. The important thing is the injury, and where you have a buyer's
market and imports coming in at prices that are appreciably below
the domestic prices, you incur an injury and a serious threat, whether
your imports have actually increased or not.

The CHAMMAN. That would depend, would it not, upon the volume
of your imports? In other words, if you were left enough of your
own market to take up your own production, the size of your importa-
tion would not become material, would it ?

Mr. STRACKBEIN. Let us assume that you had an appreciable volume
of imports, perhaps 25 percent of consumption; the point I make is

that in order to incur injury in a buyer's market-mind you I am

talking about a buyer's market now-it is not necessary that that vol-
ume of import actually increase either relatively or absolutely; you
can have the injury there.

The CHAIRMAN. That would be true if you had sizable imports.
Mr. STRACKBEIN. Yes.
The CHAIRMAN. That is true, or if you had an overproduction in

your own market.
Mr. SmAcxBmN. That is correct.
The CHAIRMAN. But you are not complaining, are you, that this

thing is turning now somewhat into a buyer's market in the United
States?

Mr. SmACKMN. I think it is entirely possible from reading the

present-day trends that we are moving toward a buyer's market.
The CHAiMMAN. I think so. Axe you protesting that fact? I

thought that we had lived under the other condition so long where
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the seller had all of the advantage until it was time the buyer had
some run for his money, at least.

Mr. STRACEBEIN. It just depends on how far and fast we are going
to have to run, Mr. Chairman.

The CHAMMAN. Yes, of course.
Mr. STRACKBEIN. It depends on whether you can hold this at a

certain predetermined level or not. It is sometimes like a run in a
stocking. You do not stop it very easily once it is started.

The CHAMMAN. That is quite true; at least, I have observed that.
Mr. STRACKBEN. So the point that I make is that the escape clause

in insisting that there must have been an increase in imports is not a
good criterion.

The CHAMRMAN. We get your point.
Senator MILLIKIN. Mayl make this suggestion: The effect of what

you describe tends to fasten monopoly on the country. You squeeze
out everybody except the low-cost producers.

Mr. STRACKBEIN. Very likely you drive out the smaller units that
do not have the advantage of mass production. They are the first
ones to feel the brunt of the low-cost imports. They are likely to be
the higher-cost producers themselves, and while you have often heard
it said that tariff is the mother of trusts, I think it can be argued
equally effectively that the lack of a tariff under such circumstances
can lead to the concentration of industry; that it is only those indus-
tries with the larger production facilities who have the advantage of
mass production that can stand that kind of competition. The smaller
ones are driven out. *1

The CHAIRMAN. I would not be disposed to quarrel with your
premise. I only hope that you will apply it to the field of taxation,
because it is there where I think you can really bring about more
monopoly if you have an unwise taxing system that will squeeze out the N
little fellow, and leave only the big one there to take the field.

Mr. STRACKBFAN. Yes.
In conclusion we wish to say that because of the long reign of a

seller's market in this country the duty reductions made in the last it
10 years have not been tested. I think that has been said time and
again. I think, if we consider the fact that we have had a seller's
market, and that it was during the existence of this seller's market
that these reductions have been made, that actually until a buyer's
market does return, we will have had no adequate test of what these
reductions in duty will actually cause.

The effects are now beginning to be felt in scattered lines. We
anticipate that these lines will soon be added to and that the effects
will grow increasingly serious.

In our view tariff rates should be set as nearly as possible at a point
that will permit the average not the inefficient, domestic producer, to
sell his output in the domestic market in sustained competition with
imports at prices that, so far as they may be influenced by imports
will yield a reasonable profit, while the producer pays fair wages and
maintains decent working conditions. These are the rates that the
Tariff Commission should find and submit to the State Department as
a guide in their negotiations with foreign countries. Such rates would
not restrict desirable imports but would help maintain our standard of
living. This of itself would offer the best and broadest market to for-
eign exporters to our shores.
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I do not think that anyone denies that our imports are greater
when we ourselves are operating on a basis of prosperous economy.

I did want to say a little more about this matter of the appearance
of a buyer's market in some lines. I think the fishing industry is a
good example of that. That is not true of all fish products. It is
true of certain lines of fish products, and those that are now in most
trouble are the fresh and frozen fillets of fish, that is, the cod, haddock,
cusk, halibut, and so on.

As I said before, there is nothing more dangerous in considering
a tariff than to generalize; not only are the differences within an
industry and between industries very wide and differing, but even
with respect to particular products you find different conditions, dif-
ferent competitive conditions. In the case of this fresh and frozen
fillets of fish, there was a reduction in the duty made in an agreement
with Canada I think, in 1939. The rate was cut from 21/2 to 1%
cents a pouna. Then there was a quota fixed, which permitted only
15 percent of total consumption to be imported at the reduced rate.

What has happened is that not only is that quota filled, but the
imports continue to come in at the higher rate of duty, that is, the
1930 rate of 22 cents a pound to an extent as great again as the quota
itself, and a little greater. In- other words, the quota last year was
something like 24,000,000 pounds. Actually the imports were about
54,000,000 pounds. So that even your higher rate of 2/2 cents did
not operate as a brake on the imports.

I simply bring that out as an indication of what will happen.
The question is often asked if these imports come in at a lower rate

than our own fish. Why is it that the consumer never get the benefit
of those lower costs? The consumer interest is one of those matters
that is supposed to be taken into account in determining your tariffs.
Yet in the case of fish, I am sure that if any one of you went to a fish
market, you would find that you paid the same price, regardless of
whether the fish was imported or was produced in American waters,
because in a seller's market the highest priced producer is the one who
sets the price. All of the others get the same price and simply get
the marin of profit.

The CHAUMAN. You think that has occurred in the fish industry?
Mr. STRACKBEIN. I think it has occurred in all industries, in all

lines. It is an economic principle.
The CHAIRMNIAN. Especially about the fish. I know very little about

that industry as an industry. I speak of that particularly.
Mr. STRACKBEIN. It is certainly the thing that you would expect

to happen from your economic principles where you have a free market.
If the demand is strong enough, they will pay the price that is exacted
by the highest cost producer, and that becomes the market price.
Any producer who produces at a lower level can take the margin of
profit involved in that.

When the tide turns, then it is the marginal producer and the higher
cost producer naturally who feels the brunt immediately. If it so
happens that your domestic producers are all on a plateau in com-
parison with your imports, it is the domestic producers who feel
the impact of your foreign competition increasingly from day to day.
We are assuming now that the volume of production remains about
the same so that you have the surplus beginning to press downward
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on your price level. The importer or the foreign producer continues
to sell at a margin of profit, but your domestic producer has to reduce
his prices and sacrifice his profits and do the best he can.

There is no limit. If your foreign imports, if the volume were
limitless, they could drive the domestic producers out of the market.
Whether that condition has actually existed in a particular industry
or not is a question of fact and that is the sort of thing we think the
Tariff Commission ought to get, information so that we would know
where we are going, and not depend simply upon certain printed in-
formation that you can gather up here in Washington, and say, "This
is sufficient." We do not feel that we are getting the proper kind of
study, consideration of all of these important matters as the set-up
has been in the past.

Senator MILLIKIN. If you will refresh your memory by reading the
hearings of last year before this committee on the same subject, you
will find that the State Department is definitely opposed to the col-
lection of information having to do with the difference in cost of pro-
duction, definitely opposed to it. You will find it all through the testi-
mony of Mr. Clayton. You will find it all through the testimony of
the representative then of a front organization, and by that I mean
a front organization for the State Department, called the Citizens
Committee on Reciprocal Trade. You will find it all through there,
because they consider that that is a protectionist device, and they are
opposed to the doctrine of noninjury to domestic producers.

Mr. STRACKmBEI. I think that perhaps one other reason for oppos-
ing the cost of production approach is that they feel that such an
approach would retard the process of making trade agreements. I
would agree to this extent, that if you went out to obtain detailed costs
of production, you do have a very slow process. I do not believe that
it is necessary in order to develop what is the relative competitive N
standing between imports and exports to get the detailed cost of pro- !
duction. I think if you get the wage rates, and the relative produc-
tivity, then you have 90 percent of your cost of production, and you
can very quickly arrive at a conclusion as to what advantage the im-
porter might have in coming into this market.

Senator MiLi.KIN. I am talking about their philosophical objec-
tion to the accumulation of cost at production data. That is what I
am talking about.

Mr. STRACKBEIN. I understand that.
Senator MILLIKIN. It is difficult to collect that information in the

world, the way it is torn up at the present time, and of course it would
be difficult initially to build up that information and do it overnight.

Mr. STRACKBEIN. Yes, that is right.
Senator MILLIKIn. And if you had a functioning organization that

was actually accumulating every day, and especially when the world
gets more normal, I can see no reason why that kind of a job would be
insuperable. My whole point went to their philosophical objection
to the accumulation of that kind of information.

The CHAnRMAN. Are there any further questions, Senator Millikin ?
Senator MILLIN. Thank you; no.
Mr. STRACKBEIN. I do not know whether you are interested in go-

ing a little further into the question of relationship between the Tariff
Commission and the Committee for Reciprocity Information in the
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State Department. That question has been raised. I undertook to
set down the steps of procedure that would be followed, showing how
with a Tariff Commission determining the peril point, there is no
reason for regarding the Tariff Commission as being in any way
isolated. The pointhas been made, Mr. Chairman, by the State De-
partment, that this system currently in effect isolates the Tariff Com-
mission and deprives the State Department of the value of the judg-
ment exercised by the Tariff Commission on these various questions.
This is a matter of three pages, and I would like to read that into the
record, if you will bear with me a few minutes.

The CHAIRMAN. Yes, sir.
We have other witnesses, so make as much progress as you can.
Mr. STRACKBEIN. The question has been raised what relations the

Tariff Commission should bear to the State Department, and its nego-
tiators in the steps leading to a trade agreement. This is a question
that requires analysis of the time element involved, in such prepara-
tions, and also of the coordination of effort between two official groups
that collaborate to bring about a single result.

In the first place, someone must decide which country or group of
countries should be approached about a possible agreement. In reach-
ing a decision, production and trade statistics offer the best guide.
Here there is room for consultation between the State Department,
the Department of Commerce, and possibly the Tariff Commission.
Appropriate liaison between such departments and agencies could
readily pave the way.

The next step would consist of conversations with the representa-
tives of the foreign countries to determine their willingness to enter
into an agreement. This step would of course fall to the lot of the
State Department.

I do not think anyone suggests that anyone but the State Depart-
ment should carry on these preliminary negotiations with any foreign
countries.

The third step would call for the preparation of a list of items to be
considered for concessions by this country. In preparing such a list
collaboration between the State Department, other interested execu-
tive departments, and the Tariff Commission would certainly be in
order. The Tariff Commission has issued a number of informational
reports that would be available for this purpose. Proper liaison
would permit the consultation of the commodity experts of the Com-
mission. It would not be necessary for the Tariff Commissioners
themselves to act as a body in making such information and assist-
ance available except in the form perhaps of general instructions to
the staff. After appropriate sifting, the State Department would
issue for distribution a list of the items on which hearings are to be
held. They do that now.

A single hearing by a single agency would be sufficient. Such a
hearing should be open to all interested parties, including exporters
and importers.

The question now is who should hold the hearings, the Tariff Com-
mission or an interdepartmental body with Tariff Commission repre-
sentation. Since this whole question has been raised because of the
change brought about by the amendment of 1948, it will be appropriate
to consider the situation under which the Tariff Commission would
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hold the hearings. No one 'questions the competence of the Com-
mission in this field. The objections that have been raised relate to
the exclusion, I should say the alleged exclusion of the interdepart-
mental representatives from the procedure. Another objection goes
to the amount of time consumed under such a procedure. Objection
also has been made that the State Department would lose all the value
of the Commission's judgment.

There is no reason why the interested executive departments would
not detail representatives to sit in the hearings of the Commission.
The transcript of the hearings could be made available to them. There
need be no loss of contact with the information produced in these
hearings. Up to this point there seems to be nothing at stake beyond
departmental prestige.

From this point on we come to the merits of the principal objections.
One of these objections, to repeat, is the amount of time consumed be-
tween the completion of the hearings and the findings of the Tariff
Commission. I think that is something in the nature of 120 days.
During this period, it appears the State Department is locked out, so
to speak, from contact with the Commission. It should be kept in
mind, first, that the State Department and the interdepartmental per-
sonnel would have copies of the transcript, and other accumulated
data that might occupy some of their time. The real difficulty is
caused by the fact that the Tariff Commission may find it necessary
to supplement the hearings by inquiries of its own. If the hearings
themselves provided sufficient information, there would be no greater
delay in the Commission's proceedings than in the same procedure
as carried out by the Committee for Reciprocity Information in the
past. Even during this period, that is, after the hearings, and the
time that the Tariff Commission makes its findings, there is no reason
why Tariff Commission experts could not give technical information
andassistance to the representatives of the State Department, and
other agencies. .1.

To say that the State Department would suffer from delay at this
stage is like saying that a judge must hurry his consideration of evi-
dence in order not to waste time. It is a question of adequacy of
information, of its proper digestion, and of care in its consideration.

It has been said that the finding of peril points involves an act of
precision that is beyond the competence of the Tariff Commission or
of any other body. Yet all State Department concessions also come
down to specific points. Any time a concession is made it is naturally
of some particular percentage point or some particular rate per pound
or per foot or per ton. They end up with precise figures in terms of
ad valorem percentage, or specific duty rates. Some concern has been
expressed that the Tariff Commission would act in too narrow a field
of considerations. This objection carries some weight, but it is not
fatal to the quality of the results. The Tariff Commission having
made its findings, these would be communicated to the President.
The State Department would now be ready to negotiate.

Here the question arises whether the Tariff Commission personnel
should participate in the negotiations. There appears to be no good
reason why they should not act in an advisory capacity; presumably
the State Department representatives are the best equipped to do the
actual bargaining, and it would seem unnecessary that Tariff Com-
mission personnel take part in that function. They are not appointed
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for their qualifications as bargainers. Tariff Commission personnel
are appointed for their competence and their qualifications in other
fields, not in bargaining.

Senator MmLuuxnr. There is no legal authority for them to negotiate.
Mr. STRACKBmN. There is not. I am assuming even if there were,

there would be no good reason, as a matter of procedure. Once the
negotiations had been completed, and the President proclaimed the
agreement, the Tariff Commission would issue a public report of its
findings.

The CHAIRMAN. We thank you, Smr.
Senator M.LLiKN. I would like to make some requests of the State

Department for information, if the chairman wishes to read them over
first.

The CHAIRMAN. Thank you very much.
Mr. STRCKBmwI. Thank you.
The CHAIMMAx. The next witness scheduled is Mr. Robert F. Martin.
Mr. Martin, you may proceed. You are representing the Vitrified

China AssociationI

STATEMENT OF ROBERT F. MARTIN, EXECUTIVE SECRETARY,

VITRIFIED CHINA ASSOCIATION

Mr. MARTIn. Yes, sir.
The CwArIMAN. You may proceed with your statement.
Mr. MAr-rN-. Mr. Chairman, I am Robert F. Martin, executive sec-

retary of the Vitrified China Association, Inc., 312 Shoreham Build-
ing, Washington, D. C., and I am appearing to make some comment on
the issues involved and on the position of the American china industry
with respect to H. R. 1211.

Having removed from the act the emergency justification for the
extension of the unrestricted executive power that Cordell Hull once
said was "more power than a good man should want or that a bad man
should have" and justified only on an "emergency panic" basis, the
advocates of H. R. 1211 are now proposing that bypassing the demo-
cratic process be made a normal feature of the conduct of the foreign
economic relations of the United States.

Only five countries besides the United States, out of 39 with ihich
we have trade agreements, permit the executive to wield unreviewed

. power of the nature covered by H. R. 1211. The roll call is as follows:
Countries putting trade agreements into effect without requiring

specific legislative action: Belgium, Ecuador, Iceland, Paraguay, Peru.
and United States.

Countries requiring subsequent legislative review and action on
provisional executive action putting trade agreements into effect:
Argentina, Australia, Canada, China. Cuba, France, India, Lebanon,
Netherlands, Pakistan, Switzerland, Syria, Turkey, United Kingdom,
and Venezuela.

Countries requiring specific legislative action before putting agree-
ments in effect: Brazil, Burma, Ceylon, Colombia, Costa Rica, Czech-
oslovakia, El Salvador. Finland, Haiti, Honduras, Iran, Mexico, New
Zealand, Norway, Nicaragua, Southern Rhodesia, Sweden, Union of
South Africa, and Uruguay.
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Precept and Example.-Apparently the democratic process is a
"hampering restriction" only in the United States and five other coun-
tries in the trade-agreements operation, and this bypassing of the
system of checks and balances in the United States as a normal peace-
time procedure in this program is one of the demonstrations of the
flexibility of our principles that we offer the nations that we are
tutoring in the democratic way of life.

Being vitally concerned in the action of the Government in the trade
agreements program, this industry looks upon the assumption of un-
reviewable economic life and death authority by the Executive as a
normal rather than emergency function in this bill, as a critical point
in what General Eisenhower a week ago warned was turning into
"a constant drift toward centralized government."

Other groups might well choose some other point as the critical
turn where a stand should be taken. The big mass-production indus-
tries that are in line to benefit under this act from what the State
Department calls "guiding the economy into the most productive
lines possible"-because they are export industries and the purpose of
the act is to increase exports-might say that this critical point is
when the Congress grants the Executive the requested power "to make
contracts without regard to the limitations of existing law, and on
such terms and conditions as the President deems necessary" to enter
the steel manufacturing business.

The CHAIRMAN. What is that quota from?
Mr. lARTIN. This is from the anti-inflation bill.
The CHAIM1RAN. We have not yet passed that bill.
Mr. MARTIN. It has been introduced in the House. It has been

requested as an administration measure.
The labor unions in general might place it at the point when theGovernment decides that wages as well as prices must be controlled,

a direction in which it is delicately, but inevitably, moving if it is
unchecked on other fronts. Authority for this has been requested"
For the farmer it might well be when the Government can no longer
pay him liberally enough to purchase his continued acquiescence in
its planning directives. For the housewife it may be the day when
she faces prosecution unless she renders to the Government a financial
accounting of each transaction with the maid or a baby sitter. What-
ever may be the point when the process of encroachment strikes home
in different groups in our population, at some point a stand must be
taken if we are not to achieve at home the planned state society in
which the citizen exists to implement the directives of the central
committee, while calling it names like "communism" and "fascism"
and fighting against it abroad.

The current status8 of the china industry.-So much for the over-all
view. Ir the few remaining moments I will t to explain very briefly
the situation confronting the china indust wi ch makes it so anxious
for the establishment of peril points by e Tariff Commission. To
save time I have summarized these in chart form.

Ours is a handcraft-type industry, and as you will see in chart I,
labor costs are over two-thirds of total production costs, in spite of
mechanization wherever possible.
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(The chart is as follows:)

CHART 1

AVERAGE HOURLY WAGE RATES, POTTERY INDUSTRY
UNITED STATES AND FOREIGN COUNTRIES
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Mr. MARTIN. This makes it extremely vulnerable to competition
based on wages below the American standard, not just 50 percent
below, but down to more than 90 percent below.

I would like to comment in connection with this chart on the posi-
tion of the British. Although their wages in the pottery industry are
one-third of those in the United States, they are worried about imports

from still cheaper labor pottery-producing countries.
Senator MILIKIN. Do they relate exclusively to the pottery busi-

nessI
Mr. MARTIN. These data do; Jes, sir. They put a tariff a few years

ago of 20 percent on imports o china because they said wage rates in
Czechoslovakia, particularly, and Germany were too low to afford fair
competition with British pottery in the United Kingdom. That, how-
ever, was not sufficient, so they thereupon adopted an import-license
system. Just this morning I called up the United States Department
of Commerce and asked them what I should do to export chinaware
to the United Kingdom. I was told that I would have to obtain a
license from the British, but that the effort would be a waste of my
time, because chinaware was competitive with the domestic British
industry, and they were not issuing licenses for such importation at
the present time.

towC31
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Next is chart II.
(The chart is as follows:)

CHART 2

THE PRICE OF JAPANESE PRODUCTS
TO THE AMERICAN IMPORTER

UNDER THE AMERICAN MILITARY GOVERNMENT
EXCHANGE SUBSIDY ARRANGEMENT

GENERAL CHINAWARE
PRODUCTS
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Mr. MARTIN. In Japan and Germany the American Government has
financed and directed the building up of chinaware production ancd
channeled it to the United States market to get dollars to offset against
occupation costs. Then in Japan, in direct conflict with article 26 (1)
of the proposed ITO-"No member shall grant, directly or indirectly,
any subsidy on the export of any product-it has subsidized this
export by giving a special exchange rate to foreign buyers of china:
600 yen to the dollar as compared with only 350 yen to the dollar
granted on general products.

As will be seen in this chart, the American importer taking general
products gets 350 yen worth for $1; but if he takes chinaware, he is
given not only 350 yen worth but also an extra 250 yen worth for his
dollar. In other words, he gets the normal dollar's worth for 58 cents,
with a free bonus of 42 cents worth thrown in.

The tariff law is perfectly clear on countervailing duties on sub-
sidized exports to the United States. We made application to the
Bureau of the Customs on this last September 13; 5 months later we
have still had no definitive action. Meanwhile, imports from Japan
have more than doubled. Imagine what the delay would be if this
were an escape-clause application involving a sliding scale of invisible
peril points, consideration of whether or not other countries had satis-
factory alternative markets and the conduct of negotiations with other
countries, instead of an unilateral application of existing law.

I might point out in that connection that my first application to the
Bureau of the Customs got the brush-off.
Senator CONNALLY. The usual brush-off?
Mr. MARTIN. Yes, sir.
Senator CONNALLY. Did they brush all of you off?
Mr. MARTIN. I am getting accustomed to this.
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Senator CONNALLY. The usual brush-off?
Mr. MARTIN. Yes. The reply stated that the collectors of customs

at the port had received no documents showing that the imported
chinaware was receiving a subsidy in Japan. Therefore there was no
basis for action. "You are out."

Of course, I went back and pointed out that section 303 of the Tariff
Act of 1930 did not require that the collectors of customs receive evi-
dence that a subsidy was being paid on exports from another country
to the United Staetes, before the countervailing duty provisions,
whether the subsidy were direct or indirect, was to become effective.

I presented evidence: articles that had appeared in the New York
Times and such information as I had been able to get from the Depart-
ment of Commerce, and was told then that nothing could be done until
the Bureau of Customs could obtain a complete report on just how the
system was being operated from General MacArthur's office in Japan.

I do not know whether General MacArthur cares to report on that to
the B ireau of Customs or not. Meanwhile, an express provision of the
law of the United States is not being enforced.

Next is chart III.
(The chart is as follows:)

CHART 3

U.S. IMPORTS OF NON-BONE DECORATED
HOUSEHOLD CHINA UNDER TRADE AGREEMENTS

TARIFF REDUCTIONS, DECEMBER, 1948
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Mr. MARTIN. Our American Government, engaged in building up

our foreign low-wage competition, then resorted to a twisting of the
trade-agreements program to facilitate its competition with us. The

State Department, which works hand in glove with the American
military governments abroad, negotiated tariff reductions on china-
ware, in violation of Mr. Hll's announced policy, with the minor sup-

pliers, Czechoslovakia and France, so that their Japanese and German
china (this china is stamped on the back "U. S. zone Germany" and
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"Occupied Japan") would get tariff reductions. The American Gov-
ernment was in effect negotiating with itself for the major benefits of
these concessions.

I would like to let you see a sample of the way ware is being marked
by the American Government abroad, to assure the consumer it is ail
American Government sponsored product.
Senator MILLIKIN. Is there any documentation of your allegation

that this was a trick in order to give Japan the benefit of these con-
cessions ?

Mr. MARTIN. I have concluded this from the fact that there could be
no other justification for it. When we made the agreement with
Czechoslovakia, that country was going behind the iron curtain and
we knew it. The State Department itself was in doubt as to whether
or not we ought to proceed. But after our agreement had been ratified
by most other countries, Czechoslovakia did ratify, and we gave her
th'e concessions.

There is no point in giving Czechoslovakia a concession when it is
supplying under 5 percent of our imports of this china. There is
nothing that Czechoslovakia would give us knowing that 95 percent
of the benefit was going to other countries.

Senator MiLmKIN. Which countries are the principal suppliers?
Mr. MARTIN. Germany and Japan, and we did not negotiate .with

either country, of course.
So no claim can be made in this case that, well, there were other

considerations that were received from other participants in the
Geneva agreements which justified our giving a concession here, be-
cause others were also giving us something in return. The principal
suppliers were not at Geneva.
Senator MILLIKIN. They had nothing to give in return.
Mr. MARTIN. Thay nothing to give in return.
Incidentally, because of le export subsidy in Japan, almost 90

percent of our imports from that country do not now qualify under
the reduced rates. If we are successful in our efforts to have the coun-
tervailing duty law enforced and the subsidy is then removed, the I
proportion of imports from the countries with which we negotiated I|
would most likely drop to about half of the 16 percent shown in
this chart.

As I listened to the representative of the State Department here
last Thursday reply "Not necessarily" to so many statements of prac-
tices usually followed by his Department I was reminded of the fol-
lowing exchange nearly 2 years ago in the Ways and Means Committee
hearings:

Mr. MILLS. You say we are not importing from Germany and Japan because
the war is not over and the treaties have not been signed?

Mr. MARTIN. Yes.
Mr. MILLS. But, as soon as we complete our treaties with Germany and Japan,

(an be expect a great Increase?
Mr. MARTIN. Yes.
Mr. MILLS. Where are we going to get it? Where is it going to come from?
Mr. MARTIN. From Germany and Japan. The military government in Japan

reported that the china industry in Japan was very little affected by the war.
Mr. MILLS. Havo we negotiated a trade agreement to reduce our tariff on

German and Japanese products?
Mr. MARTIN. We do not need to. We are negotiating with the United Kingdom

and Czechoslovakia in this group, and these considerations will automatically
be given to Germany and Japan when the peace treaties are signed.

86697-49-pt. 1-28
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Mr. MILLS. Not necessarily. That will not come about until they become
members of the International Trade Organization.

Well, notwithstanding "not necessarily,' the State Department ex-
tended our concessions to the negotiating countries, also to Germaniy
and Japan the instant they were proclaimed--even before private
trading was resumed.

I might comment in connection with chart III that the other coun-
try involved was France, not the United Kingdom, and France was
then also supplying at the time less than 5 percent of the imports.

Senator MILLIKIN. What is the peculiar characteristic of this china
dish which you have resented for examination by the committee?

Mr. MARTIN. The c aracteristic that I want to call your attention
to is the fact that on the backstamp you Will find in rather large type
"U. S. Zone" and in rather small type "Germany," which illustrates
the point that I am making that the American Government wants it
to be clear even to American consumers that this is a United States
Government-backed product.

Senator MILLIKIN. Is it the kind of chinaware that we are im-
porting-

Mr. MARTjN. From Germany.
Senator MmLIKIN. That we make in this country?
Mr. MARTIN. Yes.
Senator MILLIKiN. This is in competition with us?
Mr. MARTIN. Yes; it is in direct competition with us.
In the case of Japan, the backstamp is marked "Occupied Japan.
Chart IV shows that imports of chinaware under all this American

planning and assistance have been increasing by leaps and bounds and
are already by value four times prewar, andin dozens rose above pre-
war in December.

(The chart appears on p. 427.)
Mr. MARTIN. In both dozens and dollars, imports have now sur-

passed domestic production in the United States, and they continue to
increase. We are already receiving order cancellations. I anticipate
that we shall have unemployment before the latter part of this year.

Senator MILLIKI.N. Is the percentage of labor cost roughly the same
in all of these countries.

Mr. MARTIN. Roughly; yes. In household china in this country, it
is actually about 75 percent, rather than the two-thirds I have given
here, but for comparative purposes, since I could et data only for the
entire pottery industry in other countries, I usthe entire pottery
industry in this country which is about two-thirds.
Senator MILIKIN. I notice under your chart that Japanese labor

gets 9 cents an hour* German labor, 30 cents an hour; and United
States labor, $1.30 an hour. Is that right?

Mr. MARTIN. That is as of 1947 and 1948 on a comparative basis.
That is correct. Our wage, and I presume the wages abroad, have
gone up since then. Ours is now $1.42 an hour.

Senator MrIuIKIN. Have you made any requests for escape clause
procedure ?

Mr. MARTIN. Not yet because of the provisions in the Tariff Com-
mission regulations which require us to show a whole series of items
on which I have not yet been able to get the data together. As a
matter of fact, we do not want to make a questionable inquiry or
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CHART 4
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application, and we plan to wait until we actually are threatened with
unemployment. This means taking a chance because, as you can see
here, within 5 months after we applied for a countervailing duty, the
Imports from Japan doubled. I do not know what will develop in
the interim while the Tariff Commission goes through all of the pro-
ceedip and the State Department negotiates with other countries
before a decision can .be made. But I am afraid that, if we go in

427
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before we actually can show an unemployment threat, the case will
be thrown out. Then we would not be able to introduce it for some
time, and meanwhile you can see from the chart the way the imports
are going up.

Senator CONNALLY. Do you get the raw materials here or do you
have to import a lot of them?

Mr. MARTIN. We get over 95 percent of our raw materials here. We
use clays from Georgia, Florida, Alabama, Ohio, and ball clays from
the Kentucky and West Virginia region. We also use feldspar from
some of the Mountain States.

Senator CONNALLY. Thank you.
The CHAIRMAN. Are there any further questions?
Mr. MARTIN. I have one concluding statement to make.
From this brief r6sume, you can see why we in the china industry

in this country feel that we have been either ignored by the State
Department, since its functions are not primarily concerned with
domestic affairs. or that we have been secretly chosen as one of its
"unproductive" industries, away from which it is guiding the economy
in its blind drive to increase our national dependence upon the unstable
boom-and-bust mass-production export industries.

This explains our stand against unrestrained power over us in the
hands of our foreign-relations agency. We need the protection of a
nonpolitical fixing of "peril points" by the agency set up for this
purpose-the Tariff Commission-with its 30 years of experience
removed from the heat and excitement of international political
dickering.

Senator MILLIKIN. What has been the effects of this on your busi-
ness-the effects of this importation?

Mr. MARTIN. The first effects that we have of a vital nature have
been a few cancellations this past month in orders in which the dealers
gave the reason that they were increasingly able to buy German and
Japanese china, and get it more cheaply. It has not been seriously

I- evident except as a threat up until this past month.
Senator MILLIKIN. It is not clear in my mind whether the German

and Japanese china is now coming in here.
Mr. MARTIN. Yes, sir; as you can see in that chart, both in larger-

than-prewar quantities.
Senator MILLIKIN. Czechoslovakia also?
Mr. MARTIN. That has practically passed out of the picture. It has

gone behind the iron curtain and is shipping very little to us. And yet
Czechoslovakia is a country we gave a reduction to.
Senator CONNALLY. Are these products that you are talking about,

was it France and Germany?
Mr. MARTIN. France and Czechoslovakia were the countries with

which we negotiated and gave reductions.
Senator CONNALLY. You are talking about the last month in which

they claim they can buy china cheaper from some countries. What
were those?

Mr. MAirrIN. From Germany and Japan.
Senator CONNALLY. Is that new products, now, or is that an old stock

pile they had during the war ? . . .
Mr. MARTIN. This is entirely new. This is coming in in very large

quantities now. December imports were almost double those of October
and November and amounted to over $1,000,000.
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Senator CONNALLY. I know the imports are recent. Is the china new
china, or is it old china held over from before the war?

Mr. MARTIN. Entirely new china.
Senator CONNALLY. Thank you.
Mr. MARTIN. I can be sure of that, because only the new china has

this "U. S. Zone" and "Occupied Japan" on the backstamp. That is
under the glaze, and it could not have been put there if it was old china.

The CHAIRMAN. You appeared a year ago, did you not, Mr. Martin?
Mr. MARTIN. Yes, sir.
The CHAIRMAN. At that time you testified as follows, and I read

from your testimony on page 266 of the hearings before the Committee
on Finance. You testified that--

we at present are preparing a document for submission to the Tariff Commission
concerning the injury that is occurring at the present time. Up to just recently
the shortage has been so great, and we have had wartime conditions, and so
forth, and we have not been injured. We are beginning, however, to feel the
impact very badly of imports from the United Kingdom and Japan. Japan is
coming up very rapidly.

That was your testimony at that time, was it not?
Mr. MARTIN. Yes, sir.
The CHAIRMAN. That was June of last year. And now your real

threat is to be read in canceled orders during the last 30 days?
Mr. MARTIN. Yes, sir.
The CHAIRMAN. There might be other causes, might there not, for

cancellation of orders?
Mr. MARTIN. These cancellations were explained by the dealers on

the basis of the availability of Japanese and German china.
The CHAIRMAN. I understand, but there might be various reasons

there why there was a fall off in purchases in the United States, not
only in china but in other lines. You would not attribute it all to the
tariff, would you, necessarily?

Mr. MARTIN. Oh, no, sir; the rehabilitation of the china industries
in Germany and Japan by our military governments there is the basic
cause of the increase in imports to the United States right now. The
tariff is simply our last defense resort. If that is thrown out, we are It
sunk.

Senator MILILIKIN. I wanted to ask about that piece of china that
you showed us. Is that cheap chinaware?

Mr. MARTIN. No, sir: it is competitive with American china in
price.

Senator MILLTiIN. I mean, is it cheap ware?
Mr. MARTIN. The china sells in competition with the American

china.
Senator Mn.unw. If you went into a store, what would you pay

for that?
Mr. MARTIN. I paid $1.10 for that plate.
Senator MmLuIIN. Is most of that handwork?
Mr. MARTIN. Yes, sir.
Senator MILLIK]N. Are the technological processes abroad as good

as our own?
Mr. MARTIN. Yes, sir; our American military government has had

American ceramic engineers in both of those countries and has financed
American methods and machinery for installation there.
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Senator MILUKIN. Is it American machinery that is making this
stuff?

Mr. MARTIN. To some extent; yes.
The CHAIRMKAN. Senator Williams?
Senator WILLIAMS. No questions.
The CHAIRMAN. Senator Martin?
Senator MARTIN. When did they start to make this in Germany and

Japan?
Mr. MARTIN. Chinaware, that is.
Senator MARTIN. I understand, but this recent stuff that is being

shipped into the United States?
Mr. MARTIN. Our first imports began in the spring of 1947. We

had nothing from either Germany or Japan to amount to anything
at all before that time. That is, after the war.

I would like to point out a factor here in comparing the statistics of
imports from Japan now and those of our imports prewar. You would
jump to the conclusion, I think, if you did not know the background,
that our present imports are as nothing compared to prewar. As a
matter of fact, our prewar imports from Japan were valued at about
52 to 56 cents to the dozen and were selling in our dime stores competi-
tive with American earthenware, and not with china. This that is
coming in now is valued foreign value at a little better than $2 a dozen.
which brings it up into the china range, and it is competing with china.

Senator MARTIN. Is it any better quality than that they sold in our
5- and 10-cent stores preceding the war?

Mr. MARTIN. I think on the whole, yes; although their quality
is not yet up to prewar in the better lines.

Senator MARTIN. Is that by reason of the improved machinery that
we have furnished them, and probably the improved technique that
we have given them? Is that the reason for the better quality?

Mr. MARTIN.. I do not say that as a whole it is of better quality
now than it was prewar.

Senator MARTIN. Is it not better quality?
Mr. MARTIN. No; on the whole. But it is improving right along.
Senator MARTIN. I will admit that, not being an expert, I cannot

tell the difference. That also applies to glass, although of course there
is a big difference. But, not being an expert, I cannot tell; but I
have noticed in the last few months, not only in glass, but the china
or pottery now appearing in our stores. I have been stressing it
because we have potteries and glass factories in my own part of
Pennsylvania, as you know.

Mr. MARTIN. Yes, sir.
Senator MARTIN. It alarmed me, and I have been investigating

prices; and, as I say, the quality does not come to me because I am not
an expert.

Mr. MARTIN. It is difficult to generalize, and some of them are quite
good. But they are selling with American china competitively, since
as you say, most consumers are not expert in this line.

Senator WMLAMS. Is that machinery that we sold them, or gave
them, this American machinery?

Mr. MARTIN. I have not been able to find out. As in some other
cases, I have tried to track these things down, and have hit a blank
wall. I have tried to find out whether the American military govern-
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ment funds were being used, and I got nowhere. I do know that
military-government funds are being used to buy raw materials, and
presumably machinery.

Here is a case in point of the difficulties of getting information.
The Vice Chairman of the Tariff Commission included in his state-
ment of what was to be considered in the application of the escape
clause, an item to the effect that the needs of the foreign country for
a market in the United States, and whether or not that country had
satisfactory alternative markets. I could not see what that had to do
with determining whether injury was done to the domestic industry
or not.

I wrote to the Tariff Commission and asked them if on all other
grounds a case had been made for injury to the domestic industry,
would they still not apply this escape clause because the foreign coun-
try claimed it had no other satisfactory market. The reply said, well.
they took a rather dim view of it, but that was a question to be de-
cided by the President. So I wrote to the President. Mr. Steelman
answered that they did not know now, of course, what considerations
would have to be taken into account when they finally came to decide
whether or not it was in the public interest. I have run into that
blank wall nearly every time I have tried to pin these things down.

Senator MARTIN. Where does a country like'Germany get its raw
materials ?

Mr. MARTIN. Mostly in Bavaria. They have the clays right there.
The CHAIRMAN. Senator Hoey, do you have any question's?
Senator HoEr. No questions.
The CHAIRMAN. Thank you very much.
Mr. MARTIN. Thank you, sir.
The CHAIRMAN. The next witness is Mr. Howard Richmond. You

are appearing for whom?

STATEMENT OF HOWARD RICHMOND, VICE PRESIDENT,
CROMPTON-RICUMOND CO.

Mr. RICHMOND. My name is Howard Richmond, and I am vice presi-
dent of the Crompton Co., manufacturers of velveteen and corduroys.

The CHAIRMAN. Where is it located?
Mr. RICHMOND. At West Warwick, R. I. We have wholly owned

subsidiaries, Crompton-Highland Mills in Griffin, Ga., Crompton-
Shenandoah Co. in Waynesboro, Va., Crompton-Richmond in New
York City, and Arkansas Cotton Mills, Inc., in Morrilton, Ark.

The CHAIRMAN. I believe you have a statement.
Mr. RICHMOND. I do, and I am also representing some 18 velveteen

and corduroy producers, and we represent 100 percent of the velveteen
production and approximately 75 percent of the corduroy production
in this country.

At the hearings on this bill before the Ways and Means Committee
of the House we appeared and presented a brief on behalf of the velve-
teen and corduroy industry. A copy of this brief was mailed to each
iriember of this committee, and we respectfully request that you give it
due consideration in your study of the testimony presented here.

Over the past 16 years our industry has been represented at various
hearings on this subject before congressional committees, the Tariff
Commission, and the Committee for Reciprocity Information. The
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record contains in some detail facts and statistics concerning our indus-
try in particular and our views regarding the trade-agreement pro.
gram in general. In order to conform to your request that we limit
our oral testimony to 15 minutes, we propose to emphasize here only
three points concerning the bill before you.

The peril point: Despite assurances from the White House we have
been fearful from the outset that the logical consequence of the trade-
agreement program would be the ultimate abandonment of the protec-
tive principle as a basic factor in our tariff policy and that the original
purpose expressly stated in the act "the expansion of foreign markets
for products of the United States" would be forgotten. As the pro-
gram has unfolded, we have been increasingly confirmed in that fear,
and now we are left in no doubt. In his testimony before the Ways
and Means Committee on January 24 the Honorable Willard L.
Thorpe, Assistant Secretary of State for Economic Affairs, made the
following amazing statement:

Under the act which the President has requested * * * we shall have a
clear mandate * * * to guide the economy as a whole into the most produc-
tive lines possible.

If this means anything at all, it means that if the bill before you is
passed as now written, the Statp Department will interpret your action
as their authority to use the powers delegated to the Executive under
the original act to make or break any industry in their sole discretion.
It is the most presumptuous declaration ever made by any responsible
agent of the United States Government and can be explained only on
the ground that we have now progressed far enough along the road to
totalitarianism to make it safe no longer to conceal the real purpose
of the administration.

It is our duty both as representing the stockholders and employees of
our industry, and as citizens of a democracy, to protest with all the
vigor at our command any action by the Congress which can by any
stretch of the imagination be interpreted as contributing to the zeal
for dictatorial powers on the part of an administrative agency. Mr.
Thorpe's statement highlights the absolute necessity for more, rather
than less, supervision by Congress of the use or abuse of delegated
powers.

Specifically, we recommend, and strongly urge that-
1. The provision of the 1948 act providing that the Tariff Commis-

sion determine peril points be retained.
2. The provision that the President must report to Congress his

reasons for exceeding peril points also be retained.
3. Hearings of the Tariff Commission and the Committee for Reci-

procity Information be held jointly.
4. The services of the Tariff Commission or members thereof be

utilized on the Committee for Reciprocity Information or at any other
level where their knowledge and experience can best be utilized.

The escape clause: In all of our contacts with Government agencies
we are constantly advised to rely upon the escape clause for relief if our
industry is injured or threatened with injury. First of all the escape
clause appears in only two of the trade agreements negotiated prior
to Geneva, and furthermore the revised form of the escape clause
adopted at Geneva introduces time-consuming factors which practi- P
ally nullify any benefits available to an injured party. Under the
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eneralization clause, concessions granted to any contracting country
or a consideration are enjoyed gratuitously by all other countries and

it is not likely that we would or could, without creating international
hostility, withdraw from noncontract countries rates, relying on which
they have created or expanded their industries, because of an offense by
a contract country.

Even if a domestic industry should establish injury before the Tariff
Conunission there is nothing in the law which requires the President
to take action and his decision undoubtedly would be influenced by
State Department advice. With the present mental attitude of the
State Department, its advice would be controlled not by whether in-
jury has actually been suffered or threatened, but by whether the con-
tinuance of the suppliant industry would or would not fit into its policy
of "guiding the economy as a whole into the most productive lines
possible."

No one can read the report of the Tariff Commission to the Ways
and Means Committee entitled "Procedure and Criteria With Respect
to the Administration of the 'Escape Clause' in Trade Agreements"
without an appreciation of the tremendous difficulties anticipated by
the Commission itself in carrying out its duties under Executive Order
No. 9832. If, as the Commission states, "the very purpose of a reduc-
tion in duty is to cause imports to be larger than they would otherwise
be" how "serious" does injury have to be to justify a recommendation
to the President that the purpose of the act be set aside?

During two periods before the war our industry suffered serious in-
jury from importations under rates higher than those now in effect
an today we are confronted with the probability in the near future
of further and much greater injury. In order to make out even a
prima facie case before the Tariff Commission we should have to prove
not that we are injured by foreign competition and therefore should
enjoy a higher rate, but that quantitative importations are "relatively"
higher than before and that they result directly from a trade agreement
made with the competing country although major importations may
be and, in our case, probably will be from countries with which we have
no trade agreement at all.

Under the flexible clause of the 1930 act we could make an excellent
case before the Tariff Commission. Under the Trade Agreement Act,
even with an escape clause, we are licked before we start.

It is probably too late now to revise the escape clause to make it prac-
tically operable but Congress can and we urge that it do amend the
present bill to make it mandatory upon the President either to act in
accordance with the advise of the Tariff Commission or to report to
Congress his reasons for not so acting.

Depreciated currencies: In the discussions with regard to the tariff
we do not think that sufficient attention has been directed to the effect
of unstable and unpredictable currency values upon the volume of our
imports. All foreign countries are dollar hungry, and, regardless of
trade-agreement obligations, most countries either artificially or under
pressure of economic necessity are juggling their currencies to entice
dollars into their treasuries. No tariff law which is not sufficiently
flexible to take into account radical fluctuations in foreign currencies
can serve any purpose other than to flood this country with foreign
products as normal production is resumed abroad. Under the Tra-de
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Agreements Act we are denied resort even to such frail relief as was
afforded under the old American valuation clause.

To provide for such and other unforeseen contingencies we recom-
mend and urge that a provision be inserted in the bill to the effect that,
when the depreciated currency of any country results in importations
in such volume as to injure or threaten injury to a domestic producer,
the Tariff Commission must, upon appeal by a domestic producer or
upon its own motion, determine the facts and, if the facts warrant.
recommend to a suitable agency, preferably the Department of Corn.
merce, that such importations be 'placed under reasonable control as
exports are now controlled. Obviously legislation would also be re-
quired to authorize and empower the Department of Commerce so to
act.

Senator MI[IKIN. Mr. Chairman, may I read a paragraph into the
record from the Watchdog Committee on ECA? It will just take a
moment.

The CHAIR AN. Is it on this point?
Senator MILLIKIN. Yes; it is.
The CHARMAN. Very well, Senator.
Senator MILiKIN. I am reading from page 2 of that report, dated

January 10, 1949. It says:
The basic economic problem confronting Europe is inadequate production.

Nevertheless, the inflation which has occurred in all countries, and the uncer-
tainty as the future value of their currencies tend to counteract direct action
which has been taken to increase output.

3 The following conditions prevail in most of the countries which participate in
the United States aid: There is a tendency to prefer commodities to money,
which results in withholding materials from production. There Is a tendency for
production to go into domestic consumption rather than to go into exports.
Foreign trade is conducted on a bilateral barter basis. Each of these trends is
contrary to the objectives of European recovery.

I mention that in relation to this discussion and to throw additional
light on the currency problem raised by the witness.

Mr. RICHMOND. Conclusion: Employment in this country already is
declining, backlogs of orders in some lines are disappearing, produc-
tion is catching up with demand, and stocks are accumulating. The
danger signals are set. The storm warnings are out for all to see. It
seems to us that this tense moment is the wrong time to further liber-
alize a law which has all but destroyed confidence in our ability to
weather the storm. No real or imaginary demands of international
diplomacy can justify further undermining the strength and security
of the only strong country remaining in the world. Our present eco-
nomic strength and resourcefulness are the only remaining guaranties
upon which the free countries of the world are depending for future
peace.

Senator MILLIKIN. Mr. Chairman, I would like to ask: What raw r
materials go into the manufacture of velveteen and corduroy? a

Mr. RICHMOND. American cotton.
The CHAMMAN-. May I ask this question: Are all the cotton-textile

producers now experiencing the pinch, due to falling off of orders, and
so forth, and filling up of the pipe line?

Mr. RICHMOND. I think generally that is the case in the cotton-textile
industry. But it is not because of foreign importations. t

The CHARMAN. Not because of foreign importations I
Mr. RICHMOND. I don't think so. tr
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The CHAIMAN. Not at this time.
Mr. RICHMOND. Certainly not in our branch of the industry.
The CHAIRMAN. Your imports are not actually increasing at this

time?
Mr. RICHMOND. They are increasing but they are still in such small

quantity that they are not affecting our over-all picture.
The CHAIRMAN. Would you mind saying, if you have the figures in

mind, whether any of the cotton textile manufacturers are now oper-
ating more than one shift?

Mr. RIcHOND. Yes, sir. I would say that I am not too familiar
with the industry as a whole, but it is our experience in our phase of
the industry that they are generally operating at least two shifts at the
present time.

The CHAIRMAN. At least two shifts. Has there been any fall-off of
employment in your industry?

Mr. RICHMOND. I think there has been.
The CHAIRMAN. You do not know to what extent unemployment

has ocurred in your industry?
Mr. RICHMOND. There has been unemployment in the cotton textile

industry; in our particular phase of it very little. I think more in
other branches of the industry. We ourselves in the corduroy and vel-
veteen industry I would say have had no falling off in employment
up to the present time.

The CHAIRMAN. Any questions?
Senator MILIKIN. I would like to ask:
Did your answer to the chairman as to the number of shifts relate

to your industry or to the cotton industry generally?
Mr. RICHMOND. I tried to answer as to the industry generally. I

know as far as our branch of the industry is concerned, we are run-
ning more than that.

Senator MILLIKIN. What foreign countries export corduroy and
velveteen?

Mr. RICHMOND. Japan, of course, has been our biggest problem over
the years. And I mentioned two times in history where we have suf-
fered very seriously under rates which are considerably higher than
are now in existence; once in 1936 through '39, from Japanese com-
petition, and once in 1928 through '29, through Great Britain; but
more recently from Japan.

The CHAIRMAN. Any questions?
Senator Williams?
Senator WLIAMS. No questions.
Senator MARTIN. When you state you are now operating two shifts:

Was there a time when you operated three shifts?
Mr. RICHMOND. Let me clarify that. I can only speak for the cordu-

roy and velveteen industry; and I would say that today we are oper-
ating at about the maximum peak. We have not felt the recession
that has generally hit the cotton textile industry.

Senator MARTIN. What is the main difference in cost between your
Operation and that of your competitors in foreign countries?

Mr. RICHMOND. The reason that we are so interested in this whole
question of tariffs, is because our small specialized branch of the
textile industry contains to the best of our knowledge a far higher
Percentage of labor than any other branch of the cotton textile indus-
try; and therefore we have been more vulnerable.
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Senator MARTiN. What is the difference in the hourly wage between
our industry in this country and in the competing countries?

Mr. RICHMOND. I don't have the figures today, as far as Japan is
concerned, but I do know that our industry averages pretty close to the
cotton textile industry generally, as far as what we are paying is con-
cerned, and I believe that we are paying at least three times as much
as Great Britain today, which is the next highest country. And as I
say, the reason that we take such an active interest in the whole subject
is because we are one small specialized branch of an industry that has
a higher percentage of labor in the cost than the others. And we have
been affected in the past, and we are well aware that we are very vul-
nerable, and we expect it again.

Senator MARTIN. Mr. Chairman, may I ask another question?
What is the labor percentage of cost in your production?
Mr. RICHMOND. On velveteens, labor costs considerably more than

the raw material; on corduroys, about the same.
Senator MARTMN. And what would that percentage be, about?
Mr. RICHMOND. Well, if you leave out overhead and just take your

direct costs of labor and raw materials on velveteens, I would estimate
that labor is about 60 percent or 65 percent, and on corduroys about 50
percent. The last figures that the industry got together were 2 years
ago, for hearings we attended at the Committee of Reciprocity In-
formation, and my figures are based on that information, which is not
up to date, because of the increases in wages that have taken effect in
the last 2 years.

Senator CONNALLY. May I ask one or two questions, Mr. Chairman'?
The CHAMMAN. Senator Connally.
Senator CONNALY. Are corduroy and velveteen made entirely of

cotton ?
Mr. RICHMOND. Yes, sir.
Senator CONNALLY. There are no other fabrics in them at all?
Mr. Ric-riANXD. No, sir.
Senator CONNALLY. It is just a question of method, then.
Mr. RICHMOND. Yes, sir.
Senator CONNALLY. How do you get this shine on the veleveteen?

It is very deceptive. It makes it look like satin.
Mr. RICHMOND. I could easily explain it to you, but it is kind of a

long drawn out affair.
Senator CONNALLY. Not if it is too long.
Mr. RICHMOicD. They belong to a group of fabrics known as fustians,

which. to get their pile, are surfaced from extra crosswise filling
threads that are cut after the fabric has been woven, and then proc-
essed, and brushed up to create the pile.

Senator CONNALLY. I see. All right.
Senator HoEY. Mr. Chairman?
The CHAMMAN. Senator Hoey.
Senator HoET. Did I understand you to say that your business so far

had not been adversely affected by imports?
Mr. RICHmomND. That is correct.
Senator HoEY. Do you know whether the textile industry's business

generally has been affected one way or the other by imports ?
Mr. RICHXOND. I don't know of any that have been seriously

affected.
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Senator HOEY. So, so far, the imports have not affected either one,
to amount to anything

Mr. RICHMOND. To the best of my knowledge.
The CHAIRMAN. Are there any'further questions, Senator Hoey.
Senator HOEY. That is all.
The CHAIRMAN. Thank you very much for your appearance.
Mr. RICHMOND. Thank you, Mr. Chairman.
The CHAIRMAN. I believe we are down to oil.
Mr. Russell Brown, I believe that you have been selected more or

less as the spokesman, here. Do you wish to call any particular
witnesses?

STATEMENT OF RUSSELL B. BROWN, REPRESENTING INDEPENDENT
PETROLEUM ASSOCIATION

Mr. BROWN. Mr. Chairman, if I may, I would like to state that we
have endeavored to try to get these statements down as compactly as
possible, so as to avoid a duplication in the character of testimony
as well as the witnesses.

I think we have pretty well done that; except, of course, that we
have no control over the representatives of the Governors. However.
I have talked to them, and I do not. thing in any instances there is a
very long statement from the State representatives. They leave to
the industry the statement of the case, except insofar as it affects the
States.

Otherwise, if I may, I would suggest that following myself, Mr.
Wirt Franklin would like to testify and present to a very large extent
the case for the industry, and then I will call the others, if I may, in
the order that we have indicated.

The CHAIRMAN. All right. You may proceed.
Mr. BROWN. My name is Russell B. Brown. I am general counsel of j

the Independent Petroleum Association of America. which is a
national association consisting primarily of producers of crude oil
within the United States. Every oil and gas producing area of the I I
Nation is represented in our membership. Although many of our It
members are engaged in other branches of the industry, our main
interest is in the production of crude petroleum. The association
represents approximately one-third of the national production of
crude petroleum.

We want to talk to your committee about the supply of one of the
materials most essential to our Nation's safety, petroleum, and its
relationship to the trads agreements program.

The reciprocal trade agreements program is relatively new to our
economy. The Congress has not as yet made it a permanent part of
our body of laws. Its periodic renewal gives the Congress opportunity
for a review of the effects of the law so that it may be amended where
necessary to insure best results.

Failure to make amendments indicated as proper might eventually
destroy the good effect implicit in the ideal of the law.

It. has been 10 years since the trade-agreements program was first
applied to the importation of petroleum into this country. We, there-
fore, are in a position to evaluate its effects upon the domestic pe-
troleumi industry. Before going into the effects of the program, I
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desire first to briefly review the histo ry of treatment of petroleui1m
under the Trade Agreements Act. Petroleum was first treated in the,
agreement with Venezuela in 1939, in which the import excise taxes
established by Congress were reduced by 50 percent on crude petro-
leum; topped crude petroleum; gas oil; and fuel oil. here was, how-
ever, in the agreement a quota restriction on the amount of petroleum
that could be imported under the reduced rates.

Next, petroleum was treated in the Mexico agreement in 1943.
In this agreement, the quota established in the Venezuela agreement
was removed entirely and the excise tax was reduced 50 percent on
kerosene, petroleum liquid asphalt, and road oil.

Petroleum was again the subject of treatment in the general agree-
ment on tariffs and trade formulated in Geneva in 1947. In this
agreement the excise taxes on all petroleum products, including gaso-
line, which had not been treated in the earlier agreements with Vene-
zuela and Mexico were reduced 50 percent.

Thus, at the present the excise taxes established by Congress in
1932 on the importation of crude petroleum and all petroleum prod-
ucts have been reduced across the board by 50 percent. In effect, a
policy of encouragement to foreign oil has replaced the congressional
policy of encouragement to the domestic industry.

The most important problem now confronting the domestic oil
producer is that of increasing imports. The independent producer
is concerned because his existence is at stake; but more important be-

- : cause the security of our Nation is at stake. In presenting our prob-
_3 lem, we think that there are two over-all results from the trade-agree-

ments program that this committee and Congress should have in mind
in considering the extension of the program.

First, that the trade-agreements program is operating to make the
United States dependent upon foreign oil, and;

Second, that the trade-agreements program is encouraging a world
monopoly in oil.

These two results are discussed in some detail in a petition filed by
the association on February 15, 1949, with the United States Tariff
Commission, for escape clause relief from existing trade agreements.
This petition is the latest in a series of efforts on our part over a period
of years to obtain relief from the injurious effects of the trade-agree-
ments program. I would like to introduce this petition at this time.
In this petition we have shown how the trade-agreements program
is endangering our national security and encouraging and aiding a
world monopoly in oil.

Also in the petition we have spelled out in detail the nature and
extent of injury to the domestic industry that has already resulted, and
is further threatened from trade-agreement concessions on oil.
Briefly, this injury is as follows:

(a) Imports have risen sharply from a prewar-1935-39--average
of 153,000 barrels daily to 645,000 barrels daily during December of
1948. The attached chart pictures the trend.
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(b) Prewar imports were 4.8 percent of domestic production but
now are more than 10 percent.

(c) Oil imports have risen and exports have dropped substantially
with the result that during the 10 years that the trade-agreements pro-
gram has operated on petroleum, the domestic industry has suffered an
aggregate loss of markets in the amount of approximately 655,000
barrels daily.

(d) The rapid increase in imports during 1948 has caused the largest
accumulation of petroleum inventories in history resulting in unneces-
sary physical waste.

(e) Concrete evidence as to the extent of injury already suffered by
the domestic industry is shown by the recent actions taken by the con-
servation agencies of the States of Texas, Oklahoma and Kansas which
have reduced producers' well allowables since the first of the year by
more than 500,000 barrels per day which is near 10 percent of our
national production. In addition, in other areas the largest importing
companies have reduced severely their purchases from independent
pro ucers.

(f) Further threatened injury in addition to actual injury already
suffered is also of much concern to the domestic oil producers. In-
formation from both industry and Government sources have indicated
the low cost and greatly increasing volume of foreign oil production.
The testimony last year before the Senate Special Committee Investi-
gating the national defense program shows that recent costs of pro-
duction of crude oil in the Middle East ranged below 50 cents per
barrel. Plans for expansion of foreign oil facilities show that more
and more foreign oil will be seeking a market outlet in this country
at the expense of the domestic industry.

This additional foreign oil is not needed. I believe the record to
date offers convincing support for this conclusion.

The achievements of 1948 were outstanding. At the close of the year,
oil production in the United States averaged about 6,100,000 barrels
per day (5,680,000 of crude oil and 420,000 barrels of allied natural gas
liquids). This all-time record was 430,000 barrels daily or 7 percent
above the January 1948 level. It was more than 2,000,000 barrels daily, It
or half again, above the prewar 1941 output. Petroleum supply is not
dwindling. It is increasing as it has done throughout its history.

In total last year more than 2,000,000,000 barrels of crude petroleum
were brought to the surface of the ground, transported, refined and
delivered to the consuming public. This might suggest that available
underground reserves were reduced to supply this large volume. On
the contrary, more than 3,000,000,000 barrels of new reserves were
found and developed during 1948 according to a recent authoritative
survey. In other words, new additions to reserves more than offset
Production. This resulted in a net addition to the national petroleum
bank account over and above withdrawals of more than 1,000,000,000
barrels. Known oil reserves as of the first of this year were at the
highest level ever attained.
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In 1948 close to 40,000 wells were drilled involving a total footage
of almost 140,000,000 feet. This drilling added 1,139 new oil- and gas-
producing formations to those previously known and developed, an
increase of 22 percent over the number found in 1947 and about double
the prewar rate.

This record to date is impressive evidence, I believe, of our ability
to meet future oil demands. It is not necessary, however, to rely
solely on past history. A few months ago, a committee of leading ex-
ecutives of the petroleum industry completed the first comprehensive
survey ever attempted covering the outlook for future oil production
in this country. I would like to file a copy of the report. This study
reflects the best consolidated judgment of those most qualified to
speak on the subject of future oil supplies. The report bf this com-
mittee concludes "that petroleum liquids from natural sources will be
available within the United States in substantially increasing
amounts." The estimated increase in availability of domestic oil
ranges up to 7,320,000 barrels per day in 1953 as compared with
6,100,000 barrels daily at the close of 1948.

Beyond the optimistic outlook for natural petroleum we have tre-
mendous reserves of natural gas to supplement oil in supplying the
Nation's energy requirements. In addition, if and when it should
become necessary to produce petroleum by synthetic processes, there
are abundant sources of raw materials within the United States to
meet our needs by these methods.

Through the unhampered progress of technology and free initiative,
this country's oil security can and must be maintained.

In view of the essentiality of petroleum to the security of the United
States it is in the interest of the Nation that the domestic petroleum
industry be placed in position so it will be capable at all times of sup-
plying national petroleum requirements. To this end, it is suggested
that an amendment to the pending bill be made providing in sub-
stance the following:

Quotas for the amount of petroleum and petroleum products to be
imported into the United States shall be provided limiting the total

quantity imported from all countries in any year to an amount not

to exceed the total exports of petroleum andpetroleum products from
the United States for the pervious year. Quotas established under

this provision may be suspended during any period of inadequacy
of petroleum supplies to meet currentnational petroleum requirements.

44O
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(The chart'and report referred to are as follows:)

TWENTY YEAR HISTORY OF TOTAL PETROLEUM IMPORTS
SHOWING EFFECT OF EXCISE TAXES AND TRADE AGREEMENTS
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Source: Import data from S. Bureau of Mines.
February, 1949

Prepared by
the Independent Petroleum Aseociahon of America

REPORT ON THE LONG-TERM AVAILABILITY OF PETROLEUM BY THE SUBCOMMITTEE ON

LONG-TERM AVAiLABILIAY OF THE NATIONAL OIL POLICY COMMITTEE, AMERICAN

PETROLEUM INSTITUTE, NOVEMBER 1948

INTRODUCTION

This report covers the results of a study of the amount of petroleum which
can be expected to be available to this country for all purposes during the 5-year
period 1949-63, Inclusive, and a statement covering the supply during the years
1954-69.

The study shows that petroleum liquids from natural sources will be available
Within the United States in substantially increasing amounts; that under favor-

8669--49-pt. 1- 29
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able conditions there will be increasing amounts of petroleum readily available
from other areas in both the Western and Eastern Hemtsiferes for importation
into the United States if needed; and that there are abundant sources of rau
materials within the United States from which petroleum products can be pro-
duced synthetically to supply all needs if it becomes necessary or advisable t,,
produce them by this method. In short, the Nation can continue to grow through
the use of petroleum products as a major source of energy.

THE STUDY

The study Is the most comprehensive undertaken by the oil industry in recent
years. It was thorough and painstaking. More than 75 individuals were nein-
bers of the subcommittee and its various working groups. Each group called upon
those geologists and production technicians who had intimate knowledge of the
area under study, with the result that several hundred trained personnel pair-
ticipated. Through these individuals and under the procedure followed, it wzis
possible to obtain and consolidate a large portion of the industry's information
on this subject.

In estimating future availability of oil for consumption in the United States,
both the importance of the subject as well as the inherent difficulties of the under-
taking have been recognized. Petroleum, being a natural resource contained in
subsurface formations, must be discovered and developed before it can be pro-
duced and converted into the many oil products used by the consumer. The dis-
covery of new underground reserves and the development of these newly
discovered fields is the industry's major operation, carried on continuously. It is
the most important single factor affecting the estimates of future petroleum
availability. The estimates are based on the industry's ever-increasing store of
knowledge as to the prospects for further discovery and development, but, in the
final analysis, the volume of newly discovered and developed oil cannot be deter-
mined accurately until the actual results of future drilling become available.
It was felt, therefore, that it was both necessary and desirable to show a probable
range within which future availability might be expected to fall. With this in
mind and subject to the conditions set out in this report, it is believed that this
study represents a reasonably reliable guide as to the probable availability of
petroleum for consumption in the United States.

Petroleum products for consumption In the United States may be obtained from
three principal sources: (1) domestically produced crude petroleum and natural-
gas liquids; (2) synthetic production from natural gas, oil shale, and coal; and
(3) petroleum produced in foreign countries in both the Western and Eastern
Hemispheres. All three sources have been considered in this survey with detailed
estimates being shown for the 5 years 1949--53, inclusive. For the following
5-year period 1954-1958, a more general analysis of probable availability has been
made.

BASIC CONDITIONS

The results of the study should be considered in the light of the following t

basic conditions prevailing: That there will be favorable economic conditions;
that there will be no Government regulation of, or restrictions upon, the in-
dustry's normal activities; that adequate materials will be available to carry t
on the industry's contemplated operations; that estimated availability will be C
based on maximum efficient rates of production under engineering principles con-
sonant with good conservation practices; and that there will be no serious inter-
ruptions in the industry's activities In the event of war. Any substantial devi-
ation from these conditions in actual developments during the 10-year period,
due to matters outside the control of the industry, necessarily would require
inodifiation of the forecasted availabilities.

CONCLUSIONS

ti
1. It is estimated that total availability of petroleum and petroleum products

for consumption in the United States will increase substantially during the 10
years 1949-58, inclusive.

pr
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2. During the 5 years 1949-53, inclusive, the availability of natural liquid
hydrocarbons (crude petroleum and natural-gas liquids) produced in the United
States is estimated to increase as shown in the following tabulation:

Probable range
Average

Lower (barrels Upper (barrels (barrels daily)
daily) daily)

1949 ---------------------------------------------------- 6,120,000 6,300,000 6,210,000
1950 ---------------------------------------------------- 6,310,000 6,630,000 6,470,000
1951 ----------------------------------------- ---------- 6,460,000 6, 920, 000 6,690,000
1952 ---------------------------------------------------- 6,560,000 7, 140,000 6,850,000
1953 ---------------------------------------------------- 6,600, 000 7,320, 000 6,960, 000

For comparison, the actual domestic production of these liquids in, 1948 is
expected to approximate 5,900,000 barrels per day (5,500,000 barrels daily of crude
petroleum and 400,000 barrels daily of natural-gas liquids). The estimated 1953
rates, therefore, would be equivalent to an increase over 1948 of 1,060,000 barrels
daily on the basis of the average estimate of availability.

3. Supplementing the natural petroleum liquids produced in the United States
during the next 5 years the estimated availability of petroleum products from
synthetic processes, under foreseeable economic conditions, is relatively small,
with the volume reaching approximately 30,000 barrels daily of oil products
converted from natural gas by 1953. However, technically feasible and operable
processes for the conversion of natural gas. oil shale, and coal to oil products
have been developed, and large sources of supply of those raw materials exist.

4. Production of foreign petroleum is estimated to increase substantially
(luring the 5 years 1949-53, inclusive. Total estimated production of crude pe-
troleum in the foreign nations of the Western Hemisphere (for use in those
foreign nations and for exp,,rt) is estimated to increase from 1,750000 barrels
daily in i948 to 2,490,000 barrels per day in 1953, and in the Eostern Hemisphere
(exclusive of Russia) from 1,500,000 barrels daily in 1948 to 2,520,000 barrels 'I
per day in 1953. Although it was beyond the scope of the study to estimate future
distribution of this foreign oil between consuming areas of the world, these in-
creases in total foreign production should increase the availability from these
sources for consumption in the United States. In this connection, it is im-
portant to note that consumption within the principal foreign oil-producing
countries is relatively small, and the largest part of the output of those coun-
tries is available for use in other areas.

5. For the second 5-year period 1954-58, adequate information on which to
base detailed estimates of availability of natural liquid hydrocarbons produced
in the United States will not be available for several years. From the best data
now obtainable, no significant decline from the 1953 estimated rates is anticipated I t
during following 5 years, but it is impossible to foresee definitely at this time
the probable trends. However, as these trends become defined, and if a moderate
decline in domestic output of natural liquid hydrocarbons should be indicated,
supplementary sources of petroleum and its products are estimated to become
available in larger volumes if needed. Large reserves of the raw materials for
the synthetic production of oil exist in the form of natural gas, oil, shale, and
coal. Future availability from these sources may be considered to be limited
primarily by the practical considerations of the need for such production and the
time, materials, and capital required to construct necessary facilities. Under the
conditions set forth in the report, the availability of petroleum produced in
foreign countries in both the Western and Eastern Hemispheres is estimated
to increase further during the second 5-year period and provide additional
supplementary supplies for consumption in the United S'tates if needed.

6. Provided reserves of natural gas are at a relatively high ratio to consumption
anI(d, as distribution facilities are expanded, it is estimated that larger quanti-
ties of this fuel will be available to supplement liquid petroleum products in
supplying the Nation's energy requirements.

ESTIMATED AVAILABILITY OF CRUDE PETROLEUM AND NATURAL-GAS LIQUIDS
PRODUCED IN THE UNITED STATES

In estimating the availability of crude petroleum and natural-gas liquids
produced in the United States,' it was both necessary and desirable to t.onsider
a1 probable range within which this availability Inmy reasonably be expected
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to fall. Future availability can be measured only to the degree of accuracy that
it is possible to measure the results of future operations in the search for, and
development of, additional underground sources of supply. Within a limited
future period, these results can be approximated. As the period is extended,
the margin of error unavoidably increases due to a lack of the information that
will later become available so as to permit a significant determination of the
volume of oil found and developed. The following tabulations, therefore, show
the estimates of future petroleum availability.with an upper and lower range.
The lower range may be considered as the minimum volume estimated to become
available. The upper range represents the probable availability with more
favorable results from exploratory and development activities, including un-
hampered leasing and development of the Continental shelf. For comparison,
figures are included for actual production (not availabilty) during the preceding
10 years, 1939-48.

Domestic crude petroleum

[In thousands of barrels daily]

Actual production (per U. S.
Bureau of Mines):

1939---------------
1940---------------
1941---------------
1942
1943---------------

3,466
3,697
3,842
3,799
4,125

Actual production (per U. S.
Bureau of Mines) -Continued

10444
1945
194 -
1947
1948 (partly estimated) ----

Probable range from
average

Average
Lower Upper

Estimated availability:,
1949 --------------------------------------------- 5,70 5,670
1950 ------------------------------------------------------ 5,995 5, 840 6,150
1951 ---------------------------------------------- 6,190 5,970 6.410
1952 --------------------------------------------- 6.330 6,050 6,610
1953 ------------------------------------------------------ 6,425 6,080 6,,770

In addition to the foregoing figures covering crude petroleum, supplies of
petroleum products are derived from natural-gas liquids. The actual produc-
tion of these liquids and the estimated future availability are shown in the
following tabulation:

Domestic natural-gas liquids

[In thousands of barrels daily]

Actual production (per U. S. Bureau of
Mines) :

1939 ------------------ ' 141
1940 ------------ 153
1941- ------------ 222
194------------------ 228I M - -- - -- - -- - -- - 240

Actual production (per U. S. Bureau of
Mines) :

1944------------------- 273
1945 ------------ 307

1946 --------------------- 316
1947 ------------------- 362
1948 (partly estimated) ____ 400

]Does not include some cycle condensate included in subsequent years.

Probable range from
average

Average

Lower Upper

Estimated availability: 0
1949 -------------------------------------------------------
1950 ---- -- -- -- -- --- -- -- -- -- -- --- -- -- -- -- --
1951 .......................................................
1952 -- -- - - - - - - - - -- - -- - - - - - -- - - - -
1953 -- -- - - - - - - - - - - -- - - - - - -- -- - - -

450
490
510
5305W

4o584
4,695
4,751
5,085
5,500
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Comzbining the figures for crude petroleum and for natural-gas liquids gives
the total volume of natural-liquid hydrocarbons produced in the United States as
shown hereinafter:

Total domestic crude petroleum and natural-gas liquids

[In thousands of barrels daily]

Actual production (per U. S. Actual production (per U. S. Bu-
Bureau of Mines) : reau of Mines) -Continued

1939 -------------------- 3,607 1944 --------------- 4, 857
1940 -------------------- 3,850 1945 -------------------- 5,002
1941 -------------------- 4,064 1946 -- - 5,067
1942 -------------------- 4,027 1947 -------------------- 5,447
1943 -------------------- 4,365 1948 (partly estimated) ... 5,900

N
Probable range from

average
Average

Lower Upper

Estimated availability:
1940 ------------------------------------------------------ 6,210 6.120 6,300
19W --------------------------------------- 6,470 6.310 6,630
1951 ------------------------------------------------------- 6,690 6,460 6, 920
1952 ------------------------------------------------------- 6,850 6,560 7,140
1953----------------------------------------------------- 6.960 6,600 7,320

As shown in the foregoing tabulations. the availability of liquid hydrocarbons
(('rude petroleum and natural-gas liquids) produced in the United States is esti-
mated to increase during the 5-year period 1949-53. As compared with the 1948
production of crude petroleum and natural-gas liquids of 5,900,000 barrels daily,
tile average of the upper and lower range of estimated availability equals 6,960,-
000 barrels per day in 1953, an increase of 1,060,000 barrels daily over the 1948
production. The probable range in availability from this average figure of
6,960,000 barrels daily varies from a minimum of 6,600,000 barrels per day in 1953
to an upper figure of 7,320,000 barrels daily for that year. The lower range rep-
resents an increase of 700,000 barrels daily during the 5 years over 1948 produc-
tion. whereas the upper range is equivalent to a 1,420,000-barrel-per-day increase
over the 1948 output.

For the following 5-year period 1954-58, a lack of adequate information makes
it impossible to present detailed estimates. Whether availability from natural
sources within this country will be subject to a moderate decline, a maintenance |[
of then existing levels, or a continuing increase after 1953 are questions that can-
not be resolved at this time. In this connection, however, the study does not
indicate any sharp or substantial decline in the availability of domestically pro-
duced crude petroleum and natural-gas liquids during the second 5-year period.
Also, in this connection, the availability of petroleum from alternative or supple-
mentary sources of supply, as set out in following sections of this report, must be
considered.

SYNTHETIC PETROLEUM LIQUDS

For a very long time the oil industry has been looking to synthetic fuels as one
means of augmenting the petroleum supply of this country. It is estimated that
private industry has already spent in excess of $100,000,000 In the development
of synthetic processes. The industry is continuing to spend funds at a rate in
excess of $10,000,000 a year and, as increased needs for synthetics should be
Manifested, far larger amounts would be applied to this field.

A already, processes for the conversion of natural gas, coal, and oil shale to oil
Pri1lucts have been developed which are technically feasible and operable. A
('011,ercial plant is now under construction to convert natural gas to oil. At
the present state of the art, refined products from coal and from oil shale are
Somewhat more costly than for natural petroleum, but it is possible that con-
tinued research and development work over the next decade will lead to processes
for producing such products from one or both of these materials as cheaply as
from natural petroleum.

The proved gas reserves of the country were estimated at 166 trillion cubic
feet at the beginning of this year, whereas production in 1947 was at a rate of only
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5.6 trillion cubic feet per year, or a ratio of reserves to production of almost 30
to 1. With this high ratio and with the probability that the reserves will con-
tinue to increase for the next few years as they have in the past, it seems reason-
able that an Increasing volume of gas could be dedicated to the synthetics Indus-
try without interfering with other demands for natural gas. The oil-shale
reserves are known to be in excess of the equivalent of 100.000,000,000 barrels of
petroleum. The coal reserves are so great that any estimate of potential syn-
thetics from this source would be too large to be of real significance. There
would certainly be adequate coal to supply the oil requirements of this country
for many generations to come.

Based on the present plans of the industry and on the basis of present economic
conditions, it is estimated that availability from synthetic production during the
5 years 1949-53, inclusive, will increase to approximately 30,000 barrels per day
by the end of the period. This estimated production will be entirely from con-
version of natural gas to oil. During the following 5-year period 1954-58, it is
expected that synthetic production of petroleum products from natural gas will
increase at an accelerated rate if needed, supplemented by a relatively simii!!
output from plants for the conversion of both oil shale and coal to oil.

In considering the foregoing outlook for synthetics, there is obviously a wide
latitude for judgment because of the many conditions that might arise to change
the conclusions significantly. Changes in the basic conditions, as set forth pre-
viously In this report, would have particularly Important effects upon develop-
ments in the synthetic field. An additional factor bearing on this situation is
the possibility of discovery of unexpectedly large new oil reserves. t

FOREIGN PETROLEUM

Petroleum produced in foreign countries in both the Western and Eastern
Hemispheres provides an additional source of supply for the United States, as a
substantial portion of this foreign production has been developed and is being
produced by American companies or their affiliates.

The following tabulation shows the total production of crude petroleum in t
foreign areas (excluding Russia) for the 10-year period 1939-48 and the esti- ti
mated production for the 5 years 1949-53, inclusive:

Foreign crude petroleum nfl
thi

[In thousands of barrels daily]

Eastern Total foreign
Western Hemisphere (exclusive or

Hemisphere (exclusive of Rusia)
Russia)

Actual production:
199 914 713 1,627
1940 ------------------------------------------------------- 877 666 1.543
1941 ------------------------------------------------------- 989 584 1,57 ".
1 9 4 2 9. ..............2 ...... 7 2 7 5 6 8 1 , 2 9 5
1943 94.3............. 823 673 1,496
1944 ....... 1,067 662 1,729
1945---------------------------- 1, 256 719 1,975
1946- 1,434 887 2,321
1947 ..................---------- 1,592 1,0 61 2,653
1948 (mid-year estimate) --------------------------------- 1,750 1,500 3, 250

Estimated production:
1949 ------------------------------------------ 1.900 1,680 3580
1950 --- ------------------------------------------- z060 1.840 3,90W
1 9 5 1 ............................-- 2 , 2 ,5 0 2 ,0 8 0 4 , 3 3 0
1952 ------------------------------------------------- 2, 450 2,260 4,710
1953------------------------------------------------- 2,490 2,520 5,010

The foregoing figures do not include a relatively small volume of allied liquid
hydrocarbons and synthetic production amounting to approximately 50,000 barrels
daily in 1948 which is estimated to increase to about 70,000 barrels per day in'
1953, approximately one-fourth of which is from the foreign Western Hemisphere
and three-fourths from Eastern Hemisphere sources.

With regards to these figures on foreign production, it should be noted tht
they are total quantities for ntse in foreign countries as well as supplying the
import requirements of the United States. World distribution or these supplies
Involves questions of estimated oil demands and political considerations beyond
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the scope of this study. However, certain observations may be made with relation
to the availability of this foreign production for consumption in the United
States.

Petroleum produced in foreign countries of the Western Hemisphere has been,
and is being: (1) consumed in the foreign nations of the Western Hemisphere;
(2) exported for consumption in the United States; and (3) exported to Eastern
lielnisphere countries to meet that hemisphere's deficiency in oil supply. Petro-
leum produced in the United States is also being supplied to meet a portion of the
deficiency in Eastern Hemisphere output. An increased availability of foreign
production for consumption in the United States may be expected as a result of
increased Eastern Hemisphere production, making that area no longer dependent
upon Western Hemisphere sources. To the extent that this may occur, It will
obviously increase the availability of Western Hemisphere oil for use in the United
States and other Western Hemisphere nations. In this connection it will be
noted that the estimated production in the Eastern Hemisphere (excluding
Russia) increases from 1,500,000 barrels daily In mid-1948 to 2,520,000 barrels
per day in 1953, a rise of approximately 70 percent in the 5-year period. Foreign
Western Hemisphere production is estimated to increase by about 40 percent
during this same period, from 1,750,000 barrels daily in 1948 to 2,490,000 barrels
per day in 1953. Oil consumption in the principal foreign oil-producing countries
is relatively small, with the largest part of the output in these countries being
available for export.

For the second 5-year period 1954-1959, foreign production is expected to con-
tinue to increase. In view of the large volume of proved reserves, production from
Eastern Hemisphere sources may be expected to continue to increase at a faster
rate than in the foreign Western Hemisphere.

NATURAL GAS

In view of the assignment to study the supply of petroleum liquids, no estimates
of the availability of natural gas have been prepared other than a consideration of
that portion of the gas for conversion into liquid products. However, the rela-
tionship of natural gas to petroleum liquids is an important factor in the over-
all availability of fuels to supply the Nation's energy requirements.

The three principal sources of energy in the United States are coal, oil, and
natural gas-with water power playing a lesser role. For many uses, these
three fuels are directly competitive.
As previously stated, the proved reserves of natural gas have increased steadily,

and were estimated at approximately 166 trillion cubic feet at the beginning of
the year 1948. These proved reserves are at the relatively high ratio of approxi-
mately 30 to' 1 to present consumption, and there is no question that availability
of this fuel at the producing wells considerably exceeds present distribution
facilities. As distribution facilities are expanded, a larger and larger volume
of natural gas will be made available to supply over-all fuel needs in this
country. To this degree, therefore, natural gas is closely related to the avail-
ability of liquid petroleum, and it represents a highly important supplementary
source of fuel energy.

Mr. BROWN. Mr. Chairman, before calling the other witnesses, I
will just make a remark or two in advance as to what we are talking
about here, to call attention to what we are going to cover. I want to
hand out these charts, if I may.

The charts that I have given you are designed to reflect the importsinto the United States of petroleum, and its products since 1928, and
we have set forth thereon the various actions that have affected these
imports. Then, after getting here today, I thought it might be of
interest, to superimpose, by pencil, the gasoline prices at certain stra-
tegic times. I am just calling that to your attention, so that as the
testimony goes along, you will have that before you.

What we are really talking about here is petroleum, which is the
Principal element of supply in the largest armed service in the world,
and that is the armed service of the United States.
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The first trade agreement that was made with relation to petroleum
was in 1939. At that time we had in the United States from domestic
sources, a supply of petroleum equal to our demand, with a reserve
producing capacity of about a million barrels.

The CHAIRMAN. That was in 1939?
Mr. BROWN. That was in 1939.
Following that, we did have an emergency that called upon the use

of that excess capacity, and that was World War II. That excess
proved a very helpful thing at that time, and did enable us to take
up the slack that was brought on us by the interruption of transporta-
tion of foreign oil into this country.

Since 1939, when the first trade agreement was effective, we have
gone off in our ability to meet our domestic demands, until last winter,
a year ago, 1947-48, we came very near having a shortage of oil in this
country, so much so that some people actually suffered and many were
greatly concerned that they might suffer as a result of the shortage of
oil.

Today, and for the last several years, our armed services have been
dependent for a large part of their oil on two sources outside of the
United States, one in the Middle East, which is controlled largely by
two Moslem rulers, and that being very near the Russians and certainly
far from our sources; and the other in South America, where it is under
the control of one of the Latin-American governments that can, and C
has in the last year, as a matter of fact, changed overnight.

I simply mention that to illustrate the uncertainties of depending C
on a foreign source for our military requirements. f

Some suggestion has been made that we might be benefited and pro- V
tected through the relief causes that are provided in these agreements. f
I know Mr. Hull was very anxious that that protection be accorded
us. We talked to him many times. That has not worked, and the vice
is that there is no way of getting open testimony before the committee;
and as a matter of fact it is by secret testimony that many of their
actions are determined. W

Resulting from the importation, as you have seen there, our domestic
production has, within the last 3 months, lost almost 10 percent g
of its market. We have had to reduce our production within the W

United States something over 500,000 barrels.
I mention those things in the beginning, just to give you a little de

of the background, and if I may, I would like to ask Mr. Wirt Franklin
to now appear. I will be here through the course of the testimony C
of the witnesses, who are here from different areas, and we will be
glad to make all of the witnesses available for questions. .i

Senator CONNA-LY. Mr. Chairmain, may I ask a question?
The CHAnM -N. Senator Connaly. va
Senator CONNALy. I would like to ask: How is the price of crude St

now? P
Mr. BROWN. The price of crude now, I should say, averages around Pe

$2.60 or $2.65.
Senator CONNALLY. How does that compare with the price of crude

back 2 or 3 years ago ?
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Mr. BROWN. It is much better. Since the war we have had a better
price.

The CHAIRMAN. Senator Hoey?
Senator HoEY. What is it that accounts for that reduction in pro-

duction ?
Mr. BROWN. The imports that have come in have taken the market

away from us, and there is just no market outlet for it. So we have
sufferer a severe cut-back.

Senator MILIMKIN. Mr. Brown, in connection with the whole range
of territory, it might be well to develop the higher costs of production
both in labor and materials.

Mr. BROWN. Fine. We will do that as we go along, if we may. Mr.
Wirt Franklin will testify now.

The CHAIRMAN. Mr. Franklin, you may be seated if you wish.

STATEMENT OF WIRT FRANKLIN, INDEPENDENT OIL OPERATOR,
ARDMORE, OKLA.

Mr. FRANKLIN. Thank you, Senator. I believe I would prefer to
stand.

My name is Wirt Franklin. I reside in Ardmore, Okla., and I have
been a producer of oil for about 35 years.

I first came to Congress on this question of imports affecting the
oil industry 19 years ago. That was shortly after the Colorado Springs
so-called conservation congress, which was called by Mr. Mark Requa,
on the authority of President Hoover, ostensibly to conserve the
petroleum resources of the United States. It had been preceded by
what I call false propaganda concerning our petroleum reserves for a
period of 3 years, in articles in the newspapers, magazines, and other
means of publicity, to show that this country was running out of oil.
And unless some steps were taken to prevent it, we would soon be at
the mercy of some foreign country with larger supplies.

It was even stated, at that conference, that our national security
was involved.

So the Colorado Springs congress developed into a reservation con-
gress, instead of a conservation congress, and it was proposed that
we should shut up our petroleum reserves, stop development, stop
exploration, leave the oil safe in the ground, undiscovered and un-
developed, and furnish our markets as far as possible with imported oil.

I was at that congress representing, among others, the State of
Oklahoma. I unhesitatingly and emphatically denounced such a
policy, pointin out that our civilization was based upon oil, that
the whole southwestern part of the United States would be laid
waste and destroyed by such a policy, almost as much as if an in-
vading army were to march across it; that the rest of the United
States industrial activity would likewise suffer, because of the loss of
purchasing power; that the army of technical men engaged in the
petroleum industry with the know-how to discover and develop oil,
would be dispersed, unless they wished to go to some foreign country
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to work, and that if a national emergency did occur, and we shoul(l
lose control of our ocean lanes, we would be completely helpless if
we got into a war with a first-class power.

I stated then, and I repeat now. that the only safety this country
has. the only security we have, is to at all times have developed a
producing capacity within the continental borders of the United States
to supply our requirements both for peace and war.

N ow, I appear before you not so much because of the evil effects
that these increasing imports may have upon the welfare of the small
independent producer, although that is a very important factor; but
because the most important thing is that if we rely upon these foreign
sources of supply, and if the emergency happens, we will be helpless.

Now, that has been illustrated in two world wars. You well recall
that in the First World War British statesmen said, "The Allie.,
floated to victory on a sea of oil." And who fu-L-ish ,, it? The United
States. And in the last World War we were unable to shift oil from
the Gulf coast to the Atlantic seaboard. Even one tanker couldn't
get through. And tankers were sunk in the mouth of the Mississippi
River, which made necessary the construction of what has been called
the Big Inch pipe line to transport the oil to the Atlantic seaboard
from that southwestern country, so that convoys could take it safely
to Europe for our armed forces.

What are we talking about. I wonder if you gentlemen realize
that the oil and gas produced in the United States is 44 percent of
all the metallic and nonmetallic mineral wealth produced in the
United States.

In that connection, Mr. Chairman, I should like to introduce for
the record a brief statement and tabulation on "Oil and Gas in the
National Economy."

The CHAIRMAN. Very well.
(The statement and tabulation are as follows:)

OIL AND GAS IN THE NATIONAL ECONOMY

The important role of oil and gas in our national economy is revealed by the
figures on the production of all minerals, both metallic and nonmetallic. From
the development of our mineral sources, a large part of the income and wealth
of the Nation is generated and flows out to every segment of American life.

According to information recently released by the United States Department
of the Interior, the output of all minerals in the United States in 1948 was valued
at 15.6 billion dollars. Of this total wealth created, over 6.8 billion dollars or
44 percent came from crude petroleum, natural gas, and allied petroleum
products. In other words, without oil and gas the Nation's income from its
natural resources would be cut almost in half.

Oil and gas development is important not only to the Nation as a whole but
also to many of our States. In 20 States oil and gas is among the first three
mineral resources in terms of value. The attached table shows the place that
oil and gas have in the economy of these 20 States based on the year 1946, the
latest year for which complete Government statistics are available.
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Mineral production in 20 oil- and gas-producing States, 1946

(Figures in thousands of dollars]

State

Product

Arkansas ---------------- Petroleum - - - -
California --------------------- do .......

Colorado ...............
Illinois .................
Indiana -----------------
Kanw-s..................
Kentucky............
Louisiana ...........

M ichigan.............
Mississippi -.....

Montana ---------------
New M exico --------------

C oal ----------
-----do......
-----do......

Petroleum....
Coal .........
Petroleum - -.. -

Iron ore .....
Petroleum....

Copper-..
Petroleum ....

New York .... I do -------
North Dakota --------- Coal .........

Ohio ---------------------
Oklahoma_...........
Pennsylvania -------------
Texas ...............

-----do .......
Petroleum - - - -
Coal .........
Petroleum - - - -

West Virginia ----------- Coal: -......
Wyoming -------------- Petroleum - - - -

I Principal mineral products in order of value

First Second Third

Value

$35, 400
393,300

22,619
160,764
55,418

138,800
216,496
204,950

28, 297
30,400

18,947
44,650

18,650
4,655

100,675
193,600
868,343

1,063,550

520,349
46,000

Product

C oal ----------
Natural gas- __

Petroleum - -
----- do .......

Cement I ------
Natural gas-._

.....do .......

..... do --------

Petroleum - - - -
Natural gas. - -

Petroleum - - - -
Potassium

salt.
Cement -------
Sand and

gravel.
Clay products.
Natural gas..
Petroleum --.
Natural gas._

----- do......
Coal.......

Value

$9,024
134, 750

16,360
119,420

55.760
36,800
90,180

27,770
1,656

12, 710
27, 187

17,547
726

39, 729
76,000
49,470

268,620

76,500
23, 103

Product

Bauxite -----
Natural gaso-

line.
Zinc_
Stone ---------
Petroleum - - - -
Zinc .........
Petroleum ---
Natural gaso-

line.
Cement -----
Sand and

gravel.
Natural gas. _
---- d o --------

Stone ---------
Natural gas.

----- do --------
Zinc.
Cement -----
Natural gaso-

line.
Petroleum....
Natural gas- -_

Value

$6,394
36,769

8.819
16,891
10,750
11,639
17,340
21,112

16,727
1,533

8,640
18, 774

12,086
126

29,400
16,970
48,294
79,326

9,880
7,875

Value not shown.

Source: U. S. Department of the Interior.

Mr. FRANiKLIN. It is important to the whole national economy that
that industry be not destroyed or injured. It is important not only
from the standpoint of national defense, but from the standpoint of
the national economy.

Take oil out of the Southwest and rely upon imported oil, and the
welfare of our people would go back 50 percent, and we would go
back to the pastoral age, because oil supports such manufacturing
industry as we have. And all of the industrial United States has the
best markets in all the world among the people of the oil-producing
States. That is a factor to be considered.

We thought that Congress had established an oil policy. When we
caine to Washington 19 years ago, we found that most of the Govern-
Inent officials here and many members of Congress had believed this
propaganda about the exhaustion of our petroleum reserves; and still,
after that, we built up this more than one million barrels of excess
productive capacity, over the demands for oil. And it was that
excess capacity, gentlement of this committee, which saved us in this
last war.

And we must not let anything interfere with our doing that same
thing again, due to the fact that we will need an increased supply.
Because of larger consumption of our bombers and our defense forces,
we will need an increased productive capacity over and above that
amount needed for the domestic market, of two or three million bar-
rels., Have it developed. Have it all ready. So that when the
emergency occurs, if it does, we can call upon it to supply our armed
forces.

451

I



452 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT I
In 1932, the Congress, after extensive hearings before the Ways and

Means Committee of the House, and this committee-some of you
gentlemen were present at those hearings, enacted an excise tax of a
half cent a gallon or 21 cents a barrel on crude oil, fuel oil, gas oil, as
well as 2Y2 cents a gallon on gasoline, 4 cents a gallon on lubricating
oil, 1 cent a pound on petroleum wax, and all other liquid derivatives,
not specified, took the rate of crude oil.

That was a declaration of policy which has been consistently fol-
lowed by the Congress, but has not been adhered to by the executive
branch of the Government, as I will show.

Mr. Brown has already referred to the agreement with Venezuela.
by which the tax on crude, top crude, and fuel was reduced 50 percent,
and immediately thereafter imports increased.

The chart which Mr. Brown has given you shows clearly the effect
of the tax. And the strange thing about it is that the opponents of t
this policy say that we ought to let it all come in so that the consumer C
would have cheap gasoline.

Look at your chart, and you will see that the highest prices for
gasoline are at the times when there is more oil imported. That is
history. So that argument doesn't work very well.

The best safeguard for the consumers of the United States is to have
a free, really operating, competent, efficient domestic oil industry,
with competition that will take care of the price. 01

In 1943 there was a further reversal of the congressional policy
under the Reciprocal Trade Agreements Act.

Before I leave that Venezuela agreement, though, I want to call
your attention to one thing: That when that was done a quota was to
established, under the Tae Agreements Act, that only an amount
equal to 5 percent of the domestic refinery runs would be entitled to
that reduction in tax, and if any more than the quota of 5 percent were
imported, it would pay the full tax that had been enacted by
Congress.Now I see the President is asking for more money. There is con-
siderable opposition to his general increase in the taxes over all. But

why not restore the tax that Congress enacted and let this foreign 50
oil that is imported into this country help to pay the expenses of the
Government? Do you know that oil enters here and pays no tax
whatever, while the oil industry throughout the United States is sub-
jected to taxes too numerous to count, by the States and the different
subdivisions of Government?Is it not fair that this foreign oil pay something to support thiste

Government when they expect the protection of this Government
throughout the world in their operations, and get it? And get a lot
of encouragement? Wrc

I just say that in passing. I think it ought to be restored. It will wrC
help to bring in some money to help pay the costs of Government. tor

In 1943, in the agreement with Mexico, the tax was reduced by 50 S
percent on kerosene, asphalt, and road oil, and the quota that had been
in the Venezuelan agreement was removed. No quota. Lon

Then in the Geneva agreement, of course, the same policy was M
carried through. M

I neglected to say that as a result of the Colorado Springs confer- lette
ence the Independent Petroleum Association of America came into
being to try to protect the domestic oil industry from extinction.
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Senator MILLIKIN. Mr. Franklin, you understand that the State of
Colorado is a very hospitable State and we entertain all kinds of
people out there.

Mr. FRANKLIN. I do.
Senator M.iLIKN. I hope you do not attribute this fault to our State.
Mr. FRANKLIN. I don't attribute it to the State in any way what-

soever, because the men who attended it were from all over the country,
and the whole oil industry was well represented, from the importing
oil companies, the major companies in the United States, to the inde-
pendents, and also representatives from every oil-producing State.
There are now 24 oil-producing States in the United States, and that
iinumber is rapidly being increased, as you have noticed. Since that
time the Southern States, Mississippi and Florida, and Alabama, have
come into the producing category. The Dakotas are now being pros-
pected. And as I stated at that time, the whole plains country, includ-
ing the Rocky Mountains, from the Canadian border to the Gulf of
Mexico, is prospective oil territory.

When these propagandists try to tell you that we are running out
Of oil, don't believe them. There is nothing to it. If we are given
the go-ahead sign by this Government, we can continue to discover
oil in this country, develop it, and have it ready for the national
.security. and for the requirements of the people for an indefinite
mu huer of years to come.

But if they take away our steel supplies, if the executive branch of
the Government, under the export controls, say it is more important
to develop oil in Saudi Arabia, and to build pipe lines there than it
is to furnish pipe to the domestic producer of oil in the United States,
and we can't get any pipe to drill our wildcat wells unless we pay
400 percent of its list price at the mill in the black market-then we
can't do it.

Those are the conditions we have faced this last year.
And even under those adverse conditions, we have increased the

pr-oduction in the United States in the last 12 months more than
500,000 barrels a day, and the shortage which was decried a year ago
has now disappeared, and we have today a sufficiency of oil in the
United States for our requirements.

In that connection, if Senator Connally will 1ive me his consent.
I would like to read from a letter addressed to Senator Comally by
the Secretary of the Interior.

May I have your permission, Senator?
Senator CONNALLY. Oh, yes.
Mr. FRANKLIN. This was in answer to a letter that Senator Connally

wrote the Secretary, sending the Secretary a letter from one of Sena-
tor Connally's constituents, bJ. A. Bodenheim, of Dallas.

Senator CONNALLY. Longview.
Mr. F&,NKLIN. Longview, is itV
Senator CONNALLY. Yes. There is some mistake. He lives at

Longview. He probably attended a meeting or something over there.
Mr. FRANKLI,. He was writing from Dallas at the time he wrote the

letter.
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The Secretary says:
I think there is no question that oil imports are one of the things which have had

an effect on the output of oil in Texas.

Now, what does he mean? These imports increased last year until
in December the imports had gotten up to the enormous figure of an
average of 645,000 barrels a day. He says:

You will recall that during the last year. the United States was confronted
with a shortage of petroleum.

Senator COXNALLY. What is the date of the letter?
Mr. FRANKLIN. February 17.
Senator CON-NALLY. This year?
Mr. FRANKLIN. Just the other day, yes. t
Senator CoNNALLY. That was for the record.
Mr. FRANKIMN (continuing the letter) :
Every effort was made by private industry, with the encouragement of Gov-

ernment to increase both domestic and foreign production, while at the same
time encouraging imports of oil, and discouraging, through export controls. t
petroleum exports.

I want to stop right there and say that shortage we had last year
was more a shortage of distribution than it was a shortage of oil.

Now I will go on with the letter: a

Tne State of Texas, which is by far the greatest single factor in the United
States, as well as in the world petroleum picture. was urged to produce every
posible barrel of oil that could be brought to the surface without physical waste.
As a result, the output of oil in Texas increased from 2,042.000 barrels a day ill
January 1946 to 2.;-Z3.000 in December 1148. During the same period, United
States exports of oil declined from 403,0(0 barrels a day to about 341,000 barrels
a day. Oil imports into the United States increased from 374,000 barrels a day
to 645,000 barrels a day.

Now, these are official figures, because they come from Secretary
Krug, and his Bureau of Mines, of course, keeps accurate tab on all
of these figures.

I am going to read one more sentence in the next paragraph:
Meanwhile, although demand for oil In the United States continued to increase,

the supply of oil increased even more rapidly, so that at the end of 1948 the United
States had reestablished domestic self-sufficiency.

That is quite contrary to a lot of stuff you read in the magazines and
the newspapers.

I will skip the rest of that paragraph.
At the same time, it must be remembered that the United States has for many

years imported petroleum and petroleum products even when the productive of C
capacity here at home was as much as a million barrels a day higher than actual tere
production. to.

Moreover, there is, of course, no statutory authority for the Federal Govern- dept
ment to limit oil imports. While it is of the highest importance that imports 81110

of foreign oil not be permitted to undermine the domestic petroleum industry, aug

the policy question involved in their limitation can only be resolved by the Witb

Congress.

That is the point I wanted to make, and I am glad that Secretary rest
Krug agrees with the recomnmendations that the National Petroleuii'
Council have made, and which for so long have been sustained and
advocated by the Independent Petroleum Association of America.

Senator MjKIN. Does Secretary Krug advocate that we put on owy
a quota I '0
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Mr. FRANKLiN. He doesn't say so. He says the policy must be
resolved by Congress.

Senator CONNALLY. He just. said, a little higher up there, though,
that Congress could not limit imports, did he not?

Mr. FRANKLrN. No; he said he couldn't limit them. But he said
the Congress could.

Senator CONNALLY. All right.
Mr. FRANKLIN. I will skip a little now.
The need for continuing search for and development of new sources of oil.

including synthetics, within our borders remains a matter of the greatest urgency.

He is right, thoroughly right. And this Congress should reenact
that policy. Let us have a national oil policy, under which this Nation
will be secure, no matter what happens.

Now, if you rely upon the oil in the Near East, in Iran. Iraq. Saudi
Arabia, Kuwait, as advocated by those high in the executive branch of
the Government, when they said it was more important to furnish them
the steel than it was the producers of the United States-gentlemen,
if you rely on that, you are relying on a false base. The Russian
Army is concentrated along that border. If we get into trouble with
Russia it won't be 30 days until we lose all of that oil, until we lose
all of the vast wealth that we have sent over there to develop it and
build the pipe lines. And then what recourse have we?

We s-end t ur bombers over there, and destroy our own installations,
to keep the Russians from getting the benefit of it. Is that sensible?

How much more important it is to follow the precedents of the First
World War and the Second World War and have a supply of oil at
home, where we can produce it and use it, and where these long-range
B-36's that now have a radius of 13,000 miles and can bomb any part
of the world and return to the home base, from our bases within the
United States, can use this oil here and protect us from any encroach-
ment by any power whatever.

-Now I would like to show you how this policy has been advocated,
how it has been announced, how it has been followed, by reading a few
extracts.

This is from the Petroleum Industry War Council, during the war.

19 4 5--ORIGINAL BASIC POLICY OF INDEPENDENT PETROLEUM ASSOCIATION OF
AMERIcA REAFFIRMED BY PETROLEUM INDUSTRY WAR COUNCIL

Now, therefore, be it
Reaolred. by the Petroleum Industry War Council. assembled on this 24th day

of October 1945, in Washington, D. C.. that it does declare that in the public in-
terest of maintaining national security it should be the policy of this Nation
to so restrict amounts of imported oil so that such quantities wil not disturb or
depress the producing end of the domestic petroleum industry, and only such
amounts of oil should be imported into this country as is absolutely necessary to
aug-rment our domestic production when it is produced under conditions consonant
with good conservation practices.

That was in 1945. In 1946, the Independent Petroleum Association
restated its national oil policy:

The national security requires a policy as to petroleum Imports which will not
retard the exploration and development efforts in the domestic industry.

It should be the national policy to restrict petroleum imports to such amounts
onv as are necessary to augment our domestic production when it is carried
On under conditions consonant with good conservation practices.
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Senator CONNALLY. May In interrupt you right there?
What kind of conservation practices?
Mr. FP.ANKLIN. The conservation practices of not permitting under-

ground or above-ground waste in the production of oil, Senator. To
bring too much oil to the surface is a waste, even though you put
it in the best steel tankage we have yet been able to devise.

Senator CONNALLY. My State has already adopted conservation
measures, and they limit the amount of oil that can be produced in
each well.

Mr. FRANKLIN. The State of Texas, as well as Oklahoma, Kansas,
Michigan, Arkansas, New Mexico, and others, have adopted conserva-
tion laws.

Senator CONNALLY. How about California?
Mr. FRANKLIN. California has not. Oklahoma was the first to set

the policy, in 1915, and since then those other States that I have
named have followed suit. And oil is produced under conditions that
will not permit waste either under ground or above ground, and at
what is not to exceed the maximum efficient rate of production. Be-
cause to exceed the maximum efficient rate of production means that
you dissipate the gas that is in solution with the oil; and that gas
escapes into the air and is lost forever, and the propulsive force which
brings the oil to the bore hole is then dissipated, and a greater per-
centage of oil is recovered ultimately under these conditions than if
the wells were allowed to produce without limit and dissipate that
reservoir energy. Briefly, that is the story, and Texas is following
that.

Then, as to the above-ground waste, even though you put it in steel
tanks and make them as tight as you can, there is a great loss by
evaporation. And it is the most valuable, most volatile portions of
the oil which escape by evaporation, leaving the heavy oils in the
tanks, and that loss is severe.

So it is now recognized that only such oils should be brought to the
surface as are necessary to meet consumption requirements, plus a rea-
sonable working stock to fill the pipe lines, pump stations, the storage
at the refinery, what are known as working stocks. And it takes
something like 500,000,000 barrels to supply those adequate working
stocks, both in crude and refined products. And we should not exceed
that.

The best place to store oil is in the ground, where nature put it.
Nature's storage is the best. There it keeps the best. If we can have
the productive capacity to fall back on, then we can draw on the under-
ground storage.

Now, I would like next to refer to the report of the Senate special
committee, commonly known as the O'Mahoney committee, which
made an exhaustive study of petroleum and, in their report to the
Congress, agreed with the policy which I have alreadyoutlined.

Senator MARTIN. What was the date of that, Mr. Franklin.
Mr. FRANKLIN. January 31, 1947.
Every American unit is In the national commitment to dedicate our country's

energies and its will as well as its hopes and prayers to the establishment of

world peace. International understanding in both commercial and political fields
is the aim of our people. But, until that understanding is achieved, the United
States must under no circumstances abandon to chance its industrial and military
capactly to uphold its ideals.
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This Nation now faces two alternatives: Either (1) to await with hope the
discovery of sufficient petroleum within our boundaries that the military require-
ments of the future will occasion no concern, and in the meantime to depend
upon foreign oil and trust that war will not cut off our imports; or (2) to take
steps to guarantee a domestic petroleum supply adequate for all eventualities
by means of-

(a) Incentives to promote the search for new deposits of petroleum within
the boundaries of the United States and in the Continental Shelf; and

(b) The continuation of the present program looking to the manufacture of
synthetic fuels to supplement our domestic crude supply.

All the facts before us impel the choice of the second alternative. Therefore,
the first principle of American petroleum policy should be to sustain our domestic
supply of petroleum and to maintain the American system of competitive free
enterprise at home and abroad. The second principle is to make human freedom
the cornerstone of our policy, liberty and opportunity for people without dis-
crimination or restraint, both within and beyond our borders.

I think that is as fine a statement of it as could be made. And, as
I said, that report was made after a very exhaustive study, lasting over
many months.

Now, I have referred to the trade agreement at Geneva. That was
effective January 1, 1948.

I read awhile ago the Petroleum Industry War Council's statement
on this subject. Here is a body that was created since the war, ap-
poilted by Secretary Krug to advise him, the National Petroleum
Council. Secretary Krug asked the Council for a statement of policy
on this question of our oil supplies, as related to imports, and here is
what the Council reported:

The national security and welfare require a healthy domestic oil industry.
Continuing supply to meet our national oil needs depends primarily on avail-

ability from domestic sources. Due consideration should be given to the develop-
ment of foreign oil resources, but the paramount objective should be to maintain
conditions best suited to a healthy domestic industry which is essential to national
security and welfare. To this end, adequate and equitable availability of essen-
tial materials is a fundamental requisite.

I referred to that a while ago as to sending steel over to Saudi
Arabia instead of letting us have it here at home.

The Nation's economic welfare and security require a policy on petroleum
imports which will encourage exploration and development efforts in the do-
mestic industry and which will make available a maximum supply of domestic
oil to meet the needs of this Nation.

The availability of petroleum from domestic fields produced under sound con-
servation praetices, together with other pertinent factors, provides the means
for determining if imports are necessary and the extent to which imports are
desirable to supplement our oil supplies on a basis which will be sound in terms
of the national economy and in terms of conservation.

The implementation of an import policy, therefore, should be flexible, so that
adjustments may readily be made from time to time.

Imports in excess of our economic needs, after taking into account domestic
production in conformance with good conservation practices and within the
limits of maximum efficient rates of production, will retard domestic explora-
tion and development of new oil fields and the technological progress in all
branches of the industry which is essential to the Nation's economic welfare and
security.

Now, that is a policy that this Congress has long recognized. And
it ought to be made effective. I tell you, gentlemen, if imports of oil
are allowed to increase, so as to shut back our production in this
country, and destroy the market demand for oil produced by these
men who have gone out over the country and explored and discovered
oil, and developed it, that work will stop, and in a few years we will
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be dependent on foreign oil. Because if you take away the market,
where are we going to get the money to discover the new supplies?

I don't know, I can't predict what effect increasing imports may have
on our price situation. I know what effect it had the last time. We
had 25-cent oil in the midcontinent field, 25- to 75-cent oil. In the
east Texas field it went to 10 cents a barrel.

Senator CONNALLY. Well, that was because of the flush production,
was it not? And no conservation and no regulation?

Mr. FRANKLIN. It was because of both factors.
Senator CONNALLY. They just took the bridle off and squirted all the

oil out at once.
Mr. FRANKLIN. The producers were largely responsible for the 10-

cent oil. I will agree with you, Senator, on that. But the other
prices that were in effect before that flood of east Texas oil came on,
went down to less than a dollar a barrel, to 25 cents, 50 cents, and 75
cents, and under those conditions we can no longer produce oil in
this country. Why.i We could when we were getting production
at 500 to a thousand feet. But today, when you drill a wildcat
well, unless you go 10 or 12 thousand feet deep you don't consider
it a test. And we have wells now producing over 14,000 feet deep.
A wildcat well is 10,000 feet leep now costs all the way from $150,000
to $300,000, depending upon the formations and the kind of luck you
have.

However, those fields, once they are discovered, are usually long-
lived and produce lots of oil. But you have got to get all of that money
back that you spend in drilling before there is a penny of profit, and
those wells-those wildcat wells--will never be drilled if the foreign
oil takes our market away from us and our price structure is destroyed.

Now, I know it is argued that the consumers' welfare has more
importance than the oil industry; that there are more consumers than
there are men engaged in the oil industry. Of course, I can't contro-
vert those figures. But let's examine the situation. Look at that
clart. and see if gasoline was any cheaper to the consumer when the
imports were large; they were not; and remember, if the domestic
oil industry is allowed to retrogress and to go backward, we may have
the production and the industry in the United States controlled by the
same seven companies that control all the foreign supplies.

Now, I am not making that as a charge. I don't think they want
it. I am not charging them with an overweaning desire to form a
monopoly. But if these policies are established whTiclh allow the im-
ports to destroy the domestic oil producer, it will follow as a logical
result, whether they want it or not.

Senator MILLiKIN. Mr. Franklin, the high-cost producer is the
fellow with the small well, is he not?

Mr. FRANKLIN. That depends upon the depth.
Senator MIIZ.rKIN. Well, if you have a stripper well, it is always

high cost to the producer.
Mr. FRANKLIN. Yes.
Senator MILLIKIN. He is the first one to be wiped out, and you never

can bring him back. His well is lost. Is that not right?
Mr. FRANKLIN. That is right.
I am glad you brought that up because I was about to overlook it.
Now, you know that every oil well that is drilled, finally, in its turn,

becomes a stripper.
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Senator MILLIKIN. That is right.
Mr. FRANKLIN. And we have about 5,000,000,000 barrels of our re-

serves under the stripper wells, and under secondary recovery enor-
mous amounts of oil can still be produced at a slow rate, at an adequate
price, from these stripper wells. Those reserves should not be
destroyed.

Still, if the imports take the markets, and oil falls below a price
where those wells can be operated, they eventually are all abandoned,
and the reserves which they represent then are lost to the United States
forever. That is very important.

Senator MImLIKIN. What percent of your daily production comes
from the smaller wells?

Mr. FRANKLIN. Well, as to what are known as the stripper wells,
I don't have the figures here except from memory, but I would just
guess at something like 500,000 barrels a day are being produced by
the stripper wells.

Senator MILLIKIN. That is a sizable amount.
Mr. FRANKLIN. It is a sizable amount. It is very important to the

national economy.
Senator MILLIKIN. And a critical amount, if you were in a touch-

and-go situation.
Mr. FRANKLIN. It certainly would be a critical amount in the event

of an emergency.
Senator C"ON*NALLY. Just for the sake of the record, not that I wish

to question your statement: A stripper well is a well that ha-s had what
is called its flush production, and has gone down in the amount of oil
it produces. Of course, it is more expensive to get the oil out of the
stripper well than it was when it was flowing.

Mr. FRANiKLix. That is right. The less the production per day
from a well the higher the lifting cost.

Senator CONNALLY. That is right.
Senator MILLIKIN. And if you do not lift, when you try to go in and

reactivate the well, you are usually in water.
Mr. FRANKLIN. That is right. The water will take it. t
Senator MARTIN. May I ask a question, Mr. Chairman?
The CHAIRMAN. Senator Martin.
Senator MARTIN. When these wells are lost by reason of inactivity,

can they be restored again?
Mr. FRANKLIN. In some cases they can. More often when a stripper

well is shut down, it has reached a stage where there is several times as
much salt water being pumped as there is oil. And when they are shut
down, the water comes irto the hole, displaces the oil, drives the oil
back from the hole, and after a long shutdown. when you go in some-
times you have to pump water for months before you begin to get any
oil at all, and in some cases you never get any more oil, even though
you try.

Senator MARTIN. And it would not be profitable to redrill those
fields.

Mr. FRANKLIUN. It is not profitable. It is impossible to think of
drilling them over again after they have reached the stripper stage.
That is because it is just like you were drilling a new field, as to cost.
When they are once abandoned they are gone for good.

Senator MARTIN. Then that investments to be just struck off the
books as far as the United States is concerned.
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Mr. FRANKLIN. That is right, Senator.
Now, gentlemen, I am going to suggest a remedy here. It is not

drastic. It follows the precedent setby the State Department in the
Venezuelan treaty. And I think it ought to be carried as part of the
renewal of the Reciprocal Trade Agreements Act. Maybe not in this
exact language: I am only submitting it to you as an idea which should
be incorporated.

This is on the theory that the domestic industry is entitled to supply
the domestic market, first, for the reasons of national security. That
is the important factor. [Reading:]

In view of the essentiality of petroleum to the security of the United States, It
is in the interest of the Nation that the domestic petroleum industry be placed in
position so it will be capable at all times of supplying national petroleum require-
ments. To this end, it is suggested that an amendment to the pending bill be
made, providing in substance the following:

"Quotas for the amount of petroleum and petroleum products to be imported
into the United States shall be provided, limiting the total quantity imported
from all countries in any year to an amount not to exceed the total exports of
petroleum and petroelum products from the United States for the previous year.
Quotas established under this provision may be suspended during any period
of inadequacy of petroleum supplies to meet current national petroleum require-
ments."

I want to say to you that we have a large refining capacity in the
United States. During peacetime, we could import oil from Vene-
zuela to be refined in those refineries, and reexported. That would be
in bond, and it wouldn't have any effect on the picture. Still it would
furnish American labor with employment. We have no objection to
that. We think it would be good.

But keep this thing in mind which I cannot emphasize too strongly-
the national security. You won't have any national security unless
you make a healthy climate for the continuing discovery and develop-
ment of oil supplies in this country. And we have the territory
within which this exploration can be made. We have enough oil for
the oil age; until perhaps, at some future time the atom may supersede
it. Why, between the Midcontinent field in the Southwest, and Flor-
ida, there are 2,000 miles of what is known as updip wedge-out, geo-
logical territory suitable for the accumulation and formation of oil.
Those are what are known as stratographic traps. They cannot be
found except by the drill. None of our geophysical instruments yet
devised makes it any more possible to explore for these stratographic
traps.senator CoNNALLY. May I ask you a question right there?

Mr. FRANKLiN. Yes.
Senator CONNALLY. What is the latest authentic estimate as to the

petroleum reserves in the ground in the United States I
Mr. FRANKLIN. Discovered, available? Our petroleum reserves in

the United States exceed 24,000,000,000 barrels, including liquid
hydrocarbons that are produced in the gasoline plants in the fields;
over 24,000 000,000 barrels.

Senator dONNALLY. All right.
Mr. FRANxLIN. And contrary to the predictions of all these pesi-

mists who, for 30 years have been saying the United States is running
out of oil, we have increased our reserves from 5,000,000,000 barrels
to 24,000,000,000 barrels, at the same time that we have been supplying
an ever-increasing demand, which rose so fast it would seem impossible
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for us to keep up with it. We are now ahead of it again, and have
added 500,000 barrels in the last year to our productive capacity, and
can continue to build it up for national security reasons, to be pro-
duced when we need it in an emergency.

Gentlemen, give us that protection, not for us, but for the welfare
and safety of the United States.

I thank you very much.
Senator MARTIN. Mr. Chairman, might I ask a question, just before

we leave this 24,000,000,000 barrels of reserve?
Is that practical under present methods, to raise that oil, Mr.

Franklin ?
Mr. FRANKLIN. Yes, all of that oil can be produced. That is 24,000,-

000 000 barrels of recoverable reserves.
senator MARTIN. Recoverable reserves.
Mr. FRANKLIN. Yes; and, of course, that wouldn't recover all the

oil that is in the ground.
Senator MARn. No; I know that.
Mr. FRANKUN. It has been estimated by some good geological and

engineering authorities that our stripper wells are underlaid with a
great deal of oil. For instance, in Pennsylvania, after they have
used the secondary reserves, one of the Pennsylvania producers tells
me, they still have, after they get everything they can by secondary
recovery, a very large remainder. Their analysis of cores taken in
the fields of Pennsylvania shows that there will still be left 700,000,000
barrels of oil in Pennsylvania that cannot be recovered by presently
known methods.

Senator CONNALLY. Mr. Franklin, was it not the history of the first
majory oil discovery in Texas, the one at Beaumont, the Spindletop,
that after they had exhausted what they thought was all the oil in the
Spindletop reserve, did not the Yantley Co. go ahead on the same
ground and drill down to a lower depth and discover another great
field of oil?

Mr. FRANKLIN. That is true. And the best place to wildcat for oil
today is down deeper in the shallow fields; by drilling deeper in the
shallow fields. And that is being done, and discoveries are contin-
uously made.

There is one factor which I am glad you reminded me of. I told you
about stratographic traps. Senator Connally, I know you will recall
that the experts of the major companies, and all the companies, in
fact, in Texas, when the first well in East Texas was drilled, just could
not believe it. There could not be any oil there, they said. The
geologists said there wasn't any to to be found. There wasn't any
geological evidence.

So someone from my town of Ardmore, Okla., had a hunch and
went down there and drilled a well, and discovered the greatest oil
field the world has ever known until Saudi Arabia, the greatest field
the United States has ever known, in a place where "there couldn't
be any oil."

So these stratographic traps are important. But nothing but the
drill will find them.

May I have permission to introduce this statement, to supplement
what I have said I

The CHAntm-AN. It will go into the record.
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(The prepared statement of Mr. Franklin is as follows:)

STATEMENT OF WTRT FRANKLIN BEFORE THE SENATE FINANCE COMMITTEE, ON THE

EXTENSION OF THE RECIPROCAL TRADES AGREEMENTS ACT. FEBRUARY 21, 1949

My name is Wirt Franklin. I reside in Ardmore, Okla.. and have been an in-
dependent oil operator for the past 35 years.

It was 19 years ago that I came to Washington to put the problem of imported
oil before the Congress. I was the president of the Independent Petroleum
Association of America, which had been organized a few months earlier. It was
a movement born of desperation and of an acute sense of further tragic results
to come. The temper of the independent producers was indicated by the fact
that my departure to Washington was preceded by a meeting in Tulsa which was
attended by about one thousand oilmen.

So, as the saying is, "This is where I came in." The situation now is again
one which calls for consideration by Congress, our primary policy-making branch
of Government. Great and pressing problems of many kinds call for the atten-
tion of Congress. We believe that ours is so closely related to most of the others,
including that of national security itself, that it cannot be passed over or long
deferred without serious consequences.

Shortly before our problem was presented to Congress, beginning in early 1930,
the first 1,000,000,000-barrel year had been completed. That was the crude-oil
volume which came from our oil fields In 1929. Last year-1948--was the first
2,000,000,000-barrel year.

It had been our hope that industrial statesmanship would prescribe a course
that would make unnecessary the further petitioning of Congress on the matter
of imported oil. The independent producer seeks to avoid wherever possible the
resort to official arbitration of Intraindustry difficulties. He is well accustomed
to adversity. The nature of his business inures him to shock. He drills dry
holes and wells that promise substantial production only to turn to salt water.
These he expects in the normal course of his activities.

But this import question is something which he cannot handle alone.
Beginning in 1930 we spent approximately Ilk years in acquainting the Con-

gress with our situation. The action taken in June 1932 was In the form of
excise taxes on imported crude petroleum and products.

It has been said many times that the amount of the tax was secondary in
importance to the declaration of policy which the act of taxation implied. Con-
gress heard the arguments on both sides of the question, made itself familiar
with the long-sustained campaign of the importers and some in the executive
branch of Government to lead to public acceptance of the theory that reliance
on imported oil spelled conservation of domestic resources. Congress rejected
the theory and declared itself in favor of development of our own resources.

When we presented our case to Congress in 1930 we expressed as the first
article of our faith and belief that the petroleum resources of the United States
were ample for our needs. In view of the fact that last year's production was
double the record year 19 years ago, I think we may rightly claim a dependable
perspective then. It was not guesswork. We had in our group some able geolo-
gists who were acquainted with the available data on the United; States. To
date everything we said about the future has been proven in overflowing measure.

We appear before you today as confident of the ability of the domestic petro-
speaks for itself. Paradoxical as it sounds, it is a fact that the more we use
leum industry to provide for the domestic needs as we were in 1930. The record
the more we have. That is partly because the discovery phase of our industry
is most vigorous when there is a healthy demand for crude oil. The more crude

oil we sell, the more we drill for new supply and throughout history the dis-
covered reserves have kept on growing as a result. In addition, an adequate e

market for crude oil stimulates efficiency in producing methods. p
In view of the essentiality of oil to our national security, it is important

that the national policy on petroleum, as indicated by Congress be one that
assures at all times an adequate supply to went national roquireinents. The
problem is to ascertain a program which will assure these objectives on which
all agree.

We believe that to assure these objectives the national policy first must be
one that encourages maximum development of our petroleum reserves and estab-
lishes the domestic industry as our first line of defense. We believe it is unwise
to become dependent upon foreign sources for any part of our domestic require-
ments. This belief is based in part upon our experience of World War II which
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clearly demonstrated that foreign sources, even in nearby South America, were
vulnerable to enemy disruption. In arriving at what constitutes a proper policy
as to oil we have several specific guides of recent date. During the war years
when our World War II experiences were fresh in min(l, the Petroleum Industry
War Council, an Industry group advisoy to the Federal Government, adopted
what it deemed to be a proper policy as to oil which included a clear statement to
the effect that foreign oil be used to supplement when needed but not to dis-
place domestic oil.

In 1947, a Senate Special Committee Investigating Petroleum Resources gave
consideration to this question. In its final report, the committee made several
pertinent observations on thjs point and stated that the facts impelled the con-
elusion that as a matter of policy the Nation should take steps to guarantee a
domestic petroleum supply adequate for all eventualities.

More recently the matter of a proper national oil policy has been the subject
of study by the National Petroleum Council, which is the existing industry
group advisory to the Federal Government, and consists of representatives of all
elements of the industry, including the importing companies. This study wits
made at the request of the Secretary of the Interior Kru'-. On January 13.
1.949, this Council mnaniniusly adopted a policy which recognizes that the
domestic industry is the first line of defense and that national security and
welfare in the first instance depends upon a healthy domestic industry. The
following excerpts from this policy are clear, positive, and unambiguous:

"The national security and welfare require a healthy domestic oil industry."
"Continuing supply to meet our national oil needs depends primarily on avail-

ability from domestic sources. Due consideration should be given to the develop-
ment of foreign oil resources, but the paramount objective should be to maintain
conditions best suited to a healty domestic industry which is essential to natiomal
security and welfare. To this end, adequate and equitable availability of essen-
tial materials is a fundamental requisite."

"The Nation's economic welfare and security require a policy on petroleum
imports which will encourage exploration and development efforts in the domestic
industry and which will make available a maximum supply of domestic oil to
meet the needs of this Nation."

"The availability of petroleum from domestic fields produced under sound
conservation practices, together with other pertinent factors, provides the means
for determining If Imports are necessary and the extent to which imports are
desirable to supplement our oil supplies on a basis which will be sound in terms
of the national economy and in terms of conservation."

"The implementation of an import policy, therefore, should be flexible so that
adjustments may readily be made from time to time."

"Imports in excess of our economic needs, after taking into account domestic
production in conformance with good conservation practices and within the limits
of maximum efficient rates of production, will retard domestic exploration and
development of new oil fields and the technological progress in all branches of
the industry which is essential to the Nation's economic welfare and security."

We think that it is imperative that the future policy as to petroleum be one
that provides a domestic industry capable of supplying all peacetime require-
ments and in addition assuring a reserve producing capacity available for use
In case of any emergency. In 1932 the Congress adopted a policy reflected in
the import excise taxes encouraging the domestic industry to attain such a
position. Under this policy the industry proceeded in its normal way in develop-
ing the petroleum resources of the Nation with the result that at the beginning
of World War II the industry had built up a reserve-producing capacity, above
current needs, of approximately 1,000,000 barrels daily which was readily and
under all circumstances available for use, and not subject to interruption by
enemy submarines. The congressional policy that resulted in this enviable
position prior to World War II has been disrupted by the reciprocal trade agree-
ments program. If we are to regain this favorable position, the trade agree-
ments program must be adjusted to meet the peculiarities of the world petroleum
situation.

We often hear the argument that the United States should conserve its
petroleum resources and rely upon imported oil for current needs. This argu-
ment is plausible on Its face. Upon examination, however, it is found to be
inherently fallacious and also involves a program that imperils our national
security.
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In the first place, the program posed by this argument is not one of "conserva-
tion" but one of "reservation" or "hoarding" or "nonuse." This Nation has not
attained its position of leadership among nations through nonuse of its resources
but to the contrary, full use thereof, recognizing, of course, the need for conserva-
tion and avoidance of unnecessary waste. It is through use that we have
progressed to new ways and means.

An analysis of the results of a program of "reservation" or "nonuse" is most
revealing. In the first place, let us assume that a given oil field is "reserved" or
"locked up" or "hoarded" for some future emergency use. It is an engineering
fact that due to the characteristics of many oil fields the closing In of the wells
therein would result in permanent injury to the productivity of the field. If the
oil wells are not productive the operators thereof are unable financially to main-
tain them and as a result the physical equipment involved deteriorates and
wastes away unless the Government through subsidy maintains them. In addi-
tion the manpower of the industry cannot be retained but would drift away into
other endeavors unless the Government keeps it in an unproductive state through
subsidy. Of even greater importance than the physical wasting away of the
industry there also would result a stagnation of its mental abilities and of the
efforts to find new ways and means of providing future supplies of petroleum.

It must be kept in mind that if such a program of reservation is followed the
industry would not be keeping pace with the increasing normal needs of our
Nation for petroleum. It would be stagnated at the present level so, as a
result, a few years hence-2, 5, or 20 as the case may be, if we should be faced
with an emergency and the foreign imports of oil on which we had become de-
pendent were cut off through enemy action, the stagnated domestic industry
would be able to supply only a part of our normal requirements, not considering
what an emergency might add thereto. It would take many years to revive it.

Gentlemen, the future military safety as well as the economic welfare of
the United States may well depend upon an abundant supply of nearby petroleum
along with a trained personnel sufficient to its production and use. The thin
thread that connects this country with the uncertain supply in remote places is
too slender for such dependence.

The power to determine a policy of national safety rests with the legislative
branch of our Government-it is yours to decide.

Mr. BROWN. Mr. Chairman, in connection with Mr. Franklin's state-
ment, there is a very interesting article in This Week, of, I think,
February 13, by Maj. Alexander P. de Seversky, in which he points
out the importance of a reserve of oil within the United States, and
also points out that the Saudi Arabian fields could not be defended.

I think that is so important that, with your permission, I would
at least like to call your attention to it, and with your permission I
would like to have it in the record.

The CHAIRMAN. It is a very lengthy article?
Mr. BROWN. Not very lengthy; one or two pages.
The CHAIRMAN. It may go into the record.
(The article referred to is as follows:)

Tuis MAP CAN SAVE AMERICA!

(By Maj. Alexander P. de Seversky)

With the danger of another world war grimly real. the American people today
are deeply concerned about military preparedness. But one critical element ill
the security equation has not received sufficient attention. It may prove to
be the weakest link in our chain of defense.

I refer to vital strategic materials indispensable to our survival.
When Japan sealed off our normal supplies of (-rude rubber and other key

materials in the last war, it struck a body blow at American industry. That
will seem a minor disaster compared to the industrial starvation which will be
imposed upon us in any new war-unless we recognize the danger in time.

That danger derives from revolutionary changes in war-making which, un-
happily, have not yet been fully grasped. The most crucial fact to which we
must adjust our minds, and the sooner the better, is this:
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From now on, transoceanic, interhemispheric air warfare is not only possible
but inevitable.

It is a fact which torpedoes many established ideas on national defense,
war production, and the future roles of armies and navies. It is bound to be
resisted by some military thinkers whose minds are hobbled by tradition and
service loyalties. But it is a fact to which we must gear our planning if the
United States is to remain safe in a turbulent world.

Let's look for a moment at some recent developments which underlie all
future plans for the security of the United States.

In the last war the biggest weapon of our Strategic Air Force was the B-29
long-range heavy bomber. Today the B-29 is already officially considered only a
medium-range bomber. Though its striking radius of 2,000 miles is still im-
pressive, we now have in the air and in production the B-36, which, with current
improvements, will have a 13,000-mile flying range. This means a 5,000-mile
striking radius for a fully loaded bomber. On December 7 and 8, the United
States had a dramatic preview of things to come when a B-36 flew nonstop
from Texas to Hawaii and back-a total distance of over 8,000 miles, with a full
military load (bombs, crew, and equipment required for a combat mission).

THEY LL STRIKE ANYWHERE

The B-36 is an example of the long-range strategic air power which will revolu-
tionize our ideas of military strategy. Such planes can rise from our own
continent. Then, without need for overseas bases, they can strike at almost
any point in the anatomy of a European or Asiatic enemy-and return home.

We do not know whether Russia has such aircraft today. But common sense
demands that we assume the development of such air power by potential enemies.
Even if a war should begin on a 2,000-mile basis, it will inevitably be transformed
into a 5,000-mile contest before a decision is scored. Such comparable extension
of range took place during World War I and World War II, and we have no
reason to doubt that it will happen again.

Now let's see what this new concept of 5,000-mile air warfare does to our
designs for national defense and military strategy. The map on the opposite
pages gives you a bird's-eye view of the situation.

Our conventional ideas of geography were formed on the basis of the old surface
methods of transportation. In the aviation era they have lost most of their
meaning for peacetime and all meaning in time of war. Distance and space
relations, measured both in time and direction of flight, are completely different.

RTSSIA'S BACK YARD

Once, we thought of the Orient as located to the west of us, with Europe to the
east. But in the aerial age we are getting used to looking "down" on our
planet from the North Pole. Thus viewed, the continents which seemed east and
west of us, we discover, really lie to the north. On this new map, Europe and
Siberia lies between us and Africa, the Sudan, India, Indo-China, the East
Indies and northern Australia. In hostile hands, the European-Siberian land
mass constitutes for us a barrier to the regions beyond, effectively blocking our
access to them.

In aerial terms, the places I have just mentioned are closed to the United
States. They have become a sort of back yard of Soviet Russia, the dominant
air-power nation of the Eurasian continent.

By the same token, however, South America is our aerial back yard, safely
outside the aviation reach of Russia. Our North American land mass stands
as a barrier between Eurasia and Latin America. Shipping between North and
South America is coastwise, generally beyond the striking range of the Soviet
Air Force. It will move under air power firmly anchored on the American
shore line.

The map reproduced here represents graphically this new power relation
between the American and Eurasian continents if they clash in war-given the
inevitable striking range of 5,000 miles.

The "reach" of North America is fixed by its four extremities--Alaska, New-
foundland, California, and Florida-in an approximate square. The portion of
the globe dominated by an American Air Force of 5,000-mile radius operating
from these outposts forms a vast circle (shown in blue). Theoretically, an
American Air Force of such range could destroy any target in this area.
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The Eurasian continent, bounded by such points as Murmansk, the Caucasus,
Kamchatka, and Baikal, is somewhat oval. The area covered by an equivalent
Soviet Air Force operating from the outer edges can be represented by an
ellipse (shown in yellow). In like manner, the Soviet Air Force could destroy
every target in this area. And should the present Communist advance in China
engulf the whole country, Russia would not have to wait for 5,000-mile bombers to
exclude us from its back yard in Asia. It can do so with its copies of our
B-29's already on hand.

Where the American circle and the Russian ellipse overlap (the green portion)
will be the aerial no-man's land. There the contest for mastery of the whole
air ocean will be unfolded. It is the area within air power of both nations, and
encloses the industrial vitals of both belligerents.

That will be the combat area, the area of decision. Here the offensive potential
of each nation will confront the well-deployed and well-supplied defensive air
force, the antiaircraft, ground-to-air missiles and the rest of the defensive
potential of the opposing nation.

NO ADVANCE POSTS

In the past a belligerent could establish local control of the sky over some
distant spot for use either as a military advance post or as a source of strategic
supplies. We maintained such patches of isolated control in the last war in
China, Burma, Iran, Iraq, and other points--just as the British Empire, in the
days of sea power, maintained isolated naval bases. But in the future local
dominance of this type will no longer be possible.

In the next war, a detached point inside the enemy's orbit of bombardment
will not be able to survive unless it is Vndowed with air defenses of a inagnitude
to challenge the enemy's entire striking air force. To hold a series of isolated
points, that is to say, we would need a series of air forces, each of them big
and strong enough to defeat the foe's total striking aerial strength. Clearly this
would be an economic impossibility. Thus everything in the yellow sector, which
is Russia's back yard, would be lost to us--Just as surely as everything in the
blue segment would be denied to Russia.

As this central fact becomes understood, it will bring explosive upsets in all our
established military concepts. The triphibious land-sea-air team devised in
World War II to carry short-range aviation within striking distance of the
enemy will be a thing of the past. Air power of global range will attack industrial
vitals directly and at once, operating from continental home bases.

But the emergence of such interhemispheric warfare will affect not only
military strategy. It will affect profoundly every aspect of our national life-
our industrial set-up, allocation of materials, deployment of manpower, nearly
everything. The most important effect will be on the sources of supply of critical
materials essential to the conduct of modern war.

The United States, for all its amazing natural riches, is still, in many respects,
a have-not nation. It depends on the outside world for a long array of strategic
materials, from crude rubber and additional oil to tungsten, cobalt, manganese,
etc.

To illustrate, the future Air Force will be jet-powered. Cobalt today is the key
material in the manufacture of gas turbines. Yet 75 percent of our cobalt re-
quirements must be imported. The same is true of chrome, so vital for high-grade
steel-alloy production. Only 15 percent of the needed amount is found in the
United States. The situation is just as acute with tungsten, manganese, and
other materials without which a war machine cannot function. All of these can
be found and developed in South America.

Unless we make certain that we shall enjoy a continuous flow of these products
in time of war, we may find ourselves dangerously, if not fatally, handicapped.

We have only to recall our plight at the start of the last war to realize the
seriousness of the problem. Our leaders had counted smugly on rubber, hemp,
a hundred other indispensable items from the East Indies, the Philippines, Indo-
china. Smugness gave way to alarm and near despair as Japanese aviation
closed one Pacific door after another to us.

THE AIR-POWER AGE

Are we heading for another such disillusionment-on a far bigger scale? I am
convinced we are-unless we wake up to the realities of the air-power age. Again
we are basing strategic and industrial plans on materials that will be denied to
us by hostile aviation.
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Consider a concrete example. It is no secret that a great deal of diplomatic

and military effort has been centered in recent years on the Near East. Strategic
blueprints are geared to the assumption that Arabian oil will be available to us.
But those oil fields are practically on the border of the Soviet Union. They are
within easy striking reach not only of Stalin's strategic bombers but of his short-
range (live bombers and fighters as well.

Within hours after the start of hostilities, we may be sure, the Arabian oil
fields will be subjected to devastating air attack by the Soviets. Our chances of
holding them will be no better than would be Russia's chances of defending oil
fields in the American orbit, let us say in Mexico.

AERIAL DESTRUCTION

What is true of the Near East is no less true of every other region within range
of the Soviet Air Force. What Russia cannot or does not need to capture for its
own use, it can deny us by destruction from the air. To place any reliance on sup-
plies from sntch regions is to stake our , ictory un self-,elusiou.

Such is the picture. It leaves us no reasonable alternative to the intensive
development of sources of strategic supplies in our Western Hemisphere. Re-
search on substitute materials must be stepped up. Those that have no substi-
tutes must be stock-piled without delay.

Our planning must discount oil from the Near East, rubber and tungsten from
China and the East Indies, all other vital supplies heretofore provided by areas in
the yellow zone Of our map. A premium should be put on weapons forged out of
materials located in our own hemisphere.

The common defense of our hemisphere by all the nations of the Americas is no
longer merely a desirable objective. Under the conditions of tomorrow's global
aerial range it becomes a dire necessity. South America cannot survive without
the kind of defenses that only industrial United States of America can generate.
The United States, in turn, cannot fight a modern war successfully without the
natural resources of South America, actual and latent.

The Eurasian Continent is naturally self-contained. To blockade it by air or
sea is a futile gesture, since it does not have to rely on outside sources of supply.
Unfortunately the Americas, in spite of their great abundance and diversity of
natural resources, are not yet completely self-contained. Our immediate goal in
the sphere of economic warfare must be to make them so.

WATCH THE FARMS

A systematic appraisal and reorganization of the economic potentials of North
and South America should be made. An Inter-American Resources Planning
Board should be set up at once, embracing agricultural as well as industrial poten-
tials in its scope.

Though we still think of farming as related only to food supplies, it is also a
vital industrial source. A great many of the products of the soil and of livestock
are important, since, through chemistry and other industrial processes, they pro-
vide essential materials for modern weapons. We cannot escape a far-reaching
revision of our farming and related industries in line with South American produc-
tive capacity. We must look to South America, and especially to Argentina, to
provide the cattle, leather, and farm products that will be drained off in the
United States for indispensable war purposes.

MILITARY PLANNING

Along with orderly economic planning on a hemispheric scale, we must, of
course, have military planning to match. Our fighter aircraft, ground-to-air
guided missiles, rockets, antiaircraft artillery, radar network-the whole elabo-
rate system of air defense-must be extended throughout the Americas.

The production of such defensive means, moreover, should be spread through-
out the hemisphere. Only thus can we avoid clogging and overburdening all
transport within the Americas when the test of war is upon us. The manu-
facture of fighter planes, guided missiles, and other defenses must be encouraged.
Where necessary, Latin-American manufacturing must be subsidized.

Because air-lift methods will inevitably grow as a substit'nte for surface
transportation, Latin-American air lines must be built up. They should be
helped to develop self-sustained operation by setting up depots, repair shops,
maintenance units, as well as plants for the production of cargo planes and
their spare parts.
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In the next war, as I see it, the American Hemisphere will be strategically
divided roughly into three belts:

The first, including primarily Alaska, Canada, and Newfoundland, will be
the deployment belt, from which our long-range striking Air Force will carry
war to the heart of the enemy.

The second, the United States proper. will become essentially -the industrial
belt, producing the means for waging war. It will be a primary target of enemy
attack-and this requires the most concentrated defenses.

The third zone, all of Central and South America, will become the supply belt,
the vital reservoir of food and strategic materials. This is the "safe" area, shut
off from enemy attack. It must be developed to support the effort in the other
two zones.

THREE-BELT CONCEPT

Functions of the three zones will of necessity overlap. But the three-belt con-
cept is useful as a guide to our over-all thinking and planning.

These are inescapable facts. Victory will be possible only if the Americas
become Just as self-contained as a Russian-dominated Eurasia. The time to begin
to achieve that economic independence is now. It is a challenge to American
statemanship, industry, and economic good sense.

Mr. BRowN. Mr. Chairman, California was mentioned, and Mr.
Rush M. Blodget of the Oil Producers Agency of California is here.

Mr. Franklin referred to California not having a law, and Mr.
Blodget is here representing the State, and I would just like to ask
him to explain that one thing.

The CHAIRMAN. All right, Mr. Blodget.

STATEMENT OF RUSH M. BLODGET, REPRESENTING OIL PRODUCERS

AGENCY OF CALIFORNIA

Mr. BLODGET. I want to thank you for allotting me some time. I
told Mr. Franklin and also Mr. Brown, that the Californians are very
modest, and we are content to stand behind our colleagues when we
agree with them.

But you remember that Webster said, in his reply to Hayne. "When

my leader sees new lights, I cannot follow them, or words to that

effect. And when he says the lights of California have gone out, I

want to say something about it. a

California has no control law, no law in which somebody takes con-

trol of the method of conservation. We put one in some 15 years ago,

but at that time only one-fifth of California were Texans and Okla-

homans. We had one about 5 years ago, and at that time only about

a quarter of our population were Texans and Oklahomans. I think
today one-third of our population is from Texas, and Oklahoma aid
Louisiana.

The CHAIRMAN. You may still improve it.
Mr. BLODGET. It may be that very soon another bill will be pre-

sented, it will go to referendum, and we will hope for the best. How-

ever, in the meantime we have perhaps one of the most magnificent

examples of private enterprise working cooperatively in the interests

of conservation that can be found anywhere in the United States.
We have a group of men elected by the companies in the field. Many

of them are field men. They meet once a month, as a body. They pay

their own expenses. And I thik you will find that we have as effective

a conservation program as they have in the United States. I should
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have brought in the reports that were made by officials and Members
of Congress, who have investigated.

Of course, it is our history that only about 95 percent of our opera-
tors are willing to completely abide by the rules of the conservation
committee. But that is possibly as good as they have anywhere. And
we do have conservation there. We have many, many laws on our
books. We have well spacing. We have gas conservation. We have
provisions for the shutting off of underground water to prevent its
penetration to other sands.

In fact, our conservation laws fill an entire book.
The only thing that is left out is the oak tree in the center on wien

the vine shall climb. That is, we haven't a control bill. W e do it
through our voluntary commission.

We are proud of that voluntary commission. I think, however, that
many of our more conservative operators would like to have a control
bill. So by putting that in the record, I am now willing to go back and
sit down, as all modest Californians do. and let Russell and Wirt go
ahead and take the lead. We are in accord with them in everything
else.

Senator CONNALLY. May I ask you, Does this voluntary group that
controls the industry ever run into conflict with the laws out there?
Does it have any trouble with the Attorney General?

Mr. BLODGET. I will explain that. We cannot allow that committee
to take control of economic waste; only physical waste. We do have
some fears. For instance, we have a very expert committee of our very
best engineers who establish the rules for MER, maximum efficient
rate. And that is the limit. We cannot reduce below maximum effi-
cient rate.

Texas can come below maximum efficient rate if they desire, because
they recognize, under the law of Texas, economic waste. We do not.
So far, we have not had any trouble about it, though, except that the
Federal Government has been always just treading on our heels. And
the grand jury and the FBI come up to see me once in a while, and I
talk to them, and they subpena all the records up before the grand jury.

Senator CONNALLY. You talk to them, and talk them out of it? t
Mr. BLODGET. No; although they say, "Well, now, Mr. Blodget, if

you come up before the grand jury and tell this story as you have told
it to me there won't be any trouble." Then they didn' subpena me
before the grand jury. They got a lot of other fellows and took them
up there, with all the microfilms of their records.

Yes; they do cast a shadow across our thresholds ever so often. But
I don't think, speaking as an old-time American, and, with your per-
mission, as an old-time Yankee, that they are going to do anythng to
us. I think we are doing it all right. I think it is all conscientiously
in the interest of conservation.

Thank you very much, sir.
Mr. BRowN. I am sure Mr. Franklin did not mean to cast any asper-

sions on California. It is simply that they have not had a law. They
do it voluntarily.

The CHAIRMAN. Thank you, Mr. Blodget.
Mr. BRowN. This is Major B. A. Hardey, of Shreveport, Mr.

Chairman.

469
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STATEMENT OF B. A. HARDEY, INDEPENDENT OIL PRODUCER,
SHREVEPORT, LA.

Mr. HARDEY. Mr. Chairman, and gentlemen of the committee, I
would like to begin my remarks by saying that I am an independent
producer in my own right. During the last 8 years I have been
activity connected with the State regulation of petroleum in the
State of Louisiana, as conservation commissioner and chairman of
its mineral board.

I served on the Petroleum Industry Wai Council during the war,
and am presently a member of the National Petroleum Council; and,
like Mr. Franklin, I did serve a couple of years as president of the
Independent Petroleum Association.

I tell you about these different associations that I have had in the
past, for the reason that I think it gives me a pretty good insight into
the conditions that prevail in the industry from time to time, and par-
ticularly at this time.

I thoroughly concur with Mr. Franklin's expressions on conditions
in the industry today, and particularly the fear that is existent in the
minds of the producers of oil and the people who drill wildcats and
who search for oil, the threat that is impending at this time, or al-
ready present, from a flood of imported oil.

I live down in a State that is third in the ranks of the producing
States, the State of Louisiana. We are the producer of a half million
barrels of oil a day under very good conservation control.

Our State and the State of Texas are the only two States that con-
sistently, over a period of 10 years, have been able to increase their re-
serves from year to year, and in addition take care of their fair part
of the load of an increasing demand from year to year.

Consequently, I believe that the producers of America look upon
our area down on the Gulf Coast particularly as an area right now
which is worthy of additional exploration, and a speeded-up develop-
ment program.

Because of the contacts that I have had in the petroleum industry,
I think I can correctly express what is going on in their minds from
time to time; serv1i on this War Petroleum Council, coming in
contact with thousands of producers.

I remember the Army-Navy Petroleum Board just 2 years ago tell-
ing us that it was necessary in the public interest, and in the interest
of national security, that we step up our productivity or our produce-
able capacity in the industry. I also remember people getting to-
gether in the industry and saying, "Now that we are operating under
a free economy, we have gotten away from the unreasonable sh ackles
of OPA control, and it is time we rolled up our sleeves and went to
work."

The petroleum industry has gone to work in the last 2 years, since
a reasonable price structure has existed in the industry, a price struc-
ture that has produced an incentive for the risk capital necessary for
finding and development of new oil. They drilled 37,500 wells last
year, an erroneous increase over the wells, of course, that were drilled
duringthe war.

W e have had to fight for steeljust as hard as we did during the war.
As a matter of fact we did not have an allocations committee to give
it to us as we did during the war. But, in spite of these handicaps, the

470



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

petroleum industry has gone out and increased its reserves, even dur-
ing the war, under those handicaps.

As Mr. Franklin told you earlier, this industry has increased its
producing capacity. But I do sense at this time from the contacts that
I make throughout the industry, that there is a real fear that the
effort to find new reserves will stop, and stop soon. During the last
few months, imports have gone up to the point where it has created con-
sternation throughout the industry. I know people who have can-
celed plans for the drilling of wildcat wells. We are living in a high-
level economy. We are spending a lot of money to drill wells today.
The cost of labor has not gone down. The cost of steel has not gone
down, and the cost of all of those factors that go into high-cost pro-
duction has not gone down.

The prudent businessman in the petroleum industry today is rather
reticent to get out and put his capital in, when there is a fear, and a
well-founded fear that he may not be able to sell a sufficient amount of
his oil, after he finds it, to pay out, with the high costs that he is
subject to.

Senator MILLIKIN. And if he finds it.
Mr. HARDEY. And if he finds it, of course.
These regulatory bodies, trying to prevent above-ground waste, have

cut down the production, largely, in the States of Texas, Kansas,
Oklahoma, and in other States. We are faced with pipe-line proration
today in some areas, where the regulatory authorities have not cut
down. That means that the pipe lines will take just so much from cer-
tain fields. In the State of Mississippi many of the fields are already
under pipe-line proration. Some fields in east Texas, in your State,
Senator, in Sulphur Bluff, in some of those areas, have pipe-line prora-
tion. In some of those fields the people are finding the best market
they can by shipping through tank cars, because the pipe lines can't
take the oil. In other words, we are going into a period of a slowed-
down market that is bound to bring a slowing cown in the search
for oil.

I appeared before the Armed Services Committee last year, and I
had a very fine hearing there. And with the Army and Navy Petro-
leuin Board there present, I told them, "I think that the armed services
of this country need have no fear of shortage of oil in case of emer-
gency."9

We want to upgrade. There is no disturbance at all. But the big dis-
turbance today is this increased ternpo of imports, with a gradual cut-
down of our production in our own States, will certainly cause a slow-
down in development of exploration. It is bound to come about. It
is a natural law of economics.

The people down in my State, and our country there, are awfully
dependent on petroleum. It pays over 50 percent of the taxes in our
State. We feel that the industry and the States involved, their tax
structures and their economies, require that the Congress take some
action to throw some protection around this, because the people who
would administer this law, and the proposed extension that is up be-
fore this committe now, are not oil men. They are not very familiar
with petroleum economics. And great harm might be done only to
the economy of this country and the petroleum economy itself, but,
and I agree with Mr. Franklin, the most important thing we are look-
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ing at today is the future welfare and the future security of this
country.

I do know that the people of this count inthe petroleum industry
want to build up the 2,000,000 barrels per day excess capacity that the
Army and Navy Petroleum Board wants out here. But they can't, if
you are going to shackle them, and hamper them and discourage them.
I don't think you will do it. I say somebody else will do it, if you
don't afford us the protection we think is necessary to bring that about.

With that statement, I want to thank you, gentlemen, for the
privilege of coming here from Louisiana and telling you of our con-
ditions down there.

The CHAIRMAN. Are there any questions?
Thank you, Mr. Hardy.
Mr. BRowN. The Governor of Oklahoma was interested in this, and

asked Mr. Walker Pound, of the State conservation commission, to
-come, and he has a very short statement he would like to make.

The CHAIRMAN. Mr. Pound, we will be very glad to hear from you.

.STATEMENT OF WALKER T. POUND, DIRECTOR, OIL AND GAS CON-
SERVATION DEPARTMENT, OKLAHOMA CORPORATION COMMIS-
SION, APPEARING ON BEHALF OF HON. ROY 3. TURNER,
GOVERNOR OF THE STATE QF OKLAHOMA

Mr. Pouw-. My name is Walker T. Pound, and I am director of the
,oil and gas conservation department of the Oklahoma Corporation
-Commission. I appear here, however, as the representative of the
Honorable Roy J. Turner, Governor of the State of Oklahoma, who is
also an active and successful independent producer of crude oil, and
whose views I am here to express.

In line with the expressed policy of the National Petroleum Coun-
-cil, the State of Oklahoma believes that only that amount of crude oil
and refined product needed to supplement domestic production should
be imported into this country. Naturally, such domestic production
should be restricted to that amount which can be produced under sound
conservation practices and without waste. The production in many
Oklahoma pools is now restricted to a figure well below an amount of
oil which could be produced without injury to the reservoir.

The Oklahoma Corporation Commission, the agency which regu-
lates the production of petroleum in Oklahoma, effective February
1, reduced the allowed crude-oil production in the State by some
44,000 barrels daily, or approximately 10 percent. This necessary
reduction may have to be followed by other reductions, unless the
above-ground stocks of crude oil and refined products are reduced
from their present unhealthy level. Any such reduction necessarily
reduces the exploratory and development program of the industry,
thus reducing the reserves and supply of petroleum that may be sup-
plied by our State.

Petroleum is Oklahoma's largest industry and naturally plays a
vital part in the entire economy of the State. Any unusual or un-
natural reduction in either the amount of oil produced, or the prie'
paid for it almost immediately affects the entire State.
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Not only do such reductions affect the petroleum industry itself,
but they affect most, if not all, other businesses in the State, and par-
ticularly the tax structure of the State itself.

The petroleum industry pays a 5-percent gross production tax on
oil produced in Oklahoma. That tax contributes almost one-fourth
of the total tax accruing to the general revenue fund of the State. The
recent necessary reduction of allowables in Oklahoma, for example,
reduced the State's revenue by approximately $2,000,000 annually, or
about one-eighth of the total revenue from taxes on crude oil.

When making reductions in allowables in Oklahoma's production,
made necessary by excessive imports, it is almost impossible to do so
without working a hardship on our local independent refineries.
Most of these refineries, of which there are 32 in the State, obtain their
crude from perhaps 1 or 2 pools, and when allowables in those pools
are reduced, in many instances the refineries are unable to obtain suf-
ficient crude for their actual needs, since they do not have access to
other crude stocks, either imported or produced elsewhere in the
Nation.

In August of 1939, when a situation with respect to crude and prod-
uct stocks similar to the present situation existed, it became necessary
for the Oklahoma Corporation Commission to direct that every well
in the State be shut in for a period of 16 days, even including the
small stripper wells, making only a barrel or two daily.

The effect of this shut-in was felt for many years. Many small
stripper wells and their owners never recovered from its effects. Many
of those wells were later unable to produce oil that was so vitally
needed during the war, and much oil was left in the ground, prob-
ably never to be recovered.

The history of the petroleum industry is replete with examples of
the disastrous effects of storing too much oil above ground.

This subject is of such importance to the people of Oklahoma that
the legislature and the corporation commission recently adopted
resolutions asking the Congress and the State Department to curtail
imports of oils to that amount necessary to supplement domestic pro-
duction.

Thank you.
The CHAIRMA.N. Any questions?
Senator Connallv?
Senator CONNALLY. I want to ask one question.
You are the director, then, of that branch of the corporation commis-

sion that handles oil?
Mr. POUND. That is correct.
Senator CONNALLY. So you are the head of their regulatory body; is

that ricaht 9
Mr. POUND. I am actually the enforcement officer for the corporation

commission, insofar as the regulation of oil and gas is concerned.
Senator CONNALLY. Were you in the oil business formerly?
Mr. POUND. Yes, sir- under our law, you have to be. I had 7 years

in the oil business in Oklahoma to hold that position.
Senator CONNALLY. You were an oil operator, were you!
Mr. Pou-rm. I have worked for major companies and independents,

and tried to make a little on my own on occasion.
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Senator CONNALLY. Are you still in the oil business in that way?
Mr. POUND. No.
Senator CONNALLY. You had to divorce yourself from that?
Mr. POUND. I didn't have to.
Senator CONNALLY. I thought you said you had to, under the law.

Did you say that under the law you had to be an oil man?
Mr. POUND. I had to have experience in the oil business.
Senator CONNALLY. All right.
The CHARMAN. Senator Millikin?
Senator MiLLx IN. The imported oil usually is refined at the sea-

board refineries? That is why it does not get to your part of the
country?

Mr. POUND. That is right. But, of course, when oil is refined,
whether it is from our State or any other State, it loses its identity,
and then it affects ours.

Senator MILLIuN. I understand that. If you are running a refin-
ery in your State, though, you would get your oil at the closest place
to get it.

Mr. POUND. That is true.
The CHAIRMAN. Any questions
Thank you, Mr. Pound.
Mr. POUND. Thank you. Mr. Chairman and gentlemen.
Mr. BRowN. May we have a few more minutes ? There were some

short statements, if we could have a few more minutes.
The CHAnRMAN. Yes; you have been so agreeable and obliging and

helpful that we shall be glad to give you the time you require.
Mr. BROWN. Mr. J. P. Coleman, of the North Texas Oil & Gas

Association, had some resolutions that he was authorized to bring, if he
will come up at this time.

The CHAIR31AN. Come right up, Mr. Coleman.

STATEMENT OF J. P. COLEMAN, REPRESENTING NORTH TEXAS OIL
& GAS ASSOCIATION

Mr. COLEMAN. I will be as brief as possible. I represent here the
North Texas Oil & Gas Association, which is an association com-
posed of small independent oil producers. I am an oil producer my-
self and have been for over 20 years. I am a very small producer,
and in our district we have some 600 small producers, that do nothing
but produce oil. They sell their oil to the pipe-line companies, to the
major companies.

We do no refining and we do no transporting. We are what you
might call the farmers of the industry. We are the ones that are first
affected by imports from other countries.

Our association saw fit to pass a resolution a. few days ago, which
we intended to send to Members of Congress, asking them to give us
the remedy which has been outlined by Mr. Franklin, and I have from
the president of that organization-incidentally, I was president of it
at one time-this communication and this resolution.

Along the line of the little producers, it might be well, though, at
this time to mention the fact that there are around 6,000 of these
little producers all over the United States, and they are greatly affected
by the imports of oil from these other countries.
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As to those 6,000 producers, they probably drill, and I think the
statistics will bear me out, around 75 percent of the exploratory wells,
That has been the history for a good many years. They are the fellows
that go out and drill most of these exploratory wells. It is not the
major companies that produce most of the oil--of course, the major
companies buy them out later on, and the majors do a lot of wildcat-
ting themselves, but these little fellows are the ones that go out and
find it, and their welfare out there is, I think, very important to our
national welfare. It is certainly directly related to it.

Senator MARTIN. May I ask a question there, Mr. Chairman?
The CHAIRMAN. Senator Martin.
Senator MARTIN. Of these 6,000 small producers, what would be the

total production per day ?
Mr. COLEMAN. Roughly, 40 percent of the national production. Of

course, it varies from time to time.
While, as I say, they have drilled 75 percent of the exploratory

wells, they do not always wind up with a large share of the oil. It
gradually passes out of their hands; and in recent years there has
been a tendency for their share of the production to become less and
less. I think during the war they only produced about 35 percent of
the national production. But. of course, it is a large enough segment
to be just as important, practically, as the other 65 percent.

Senator MILLIKIN. May I ask a question, Mr. Chairman?
The CHAIRMAN. Senator Millikin.
Senator MILLIKIN. Perhaps it should be developed that when the

little fellow makes the discovery he has an enormously expensive pro-
gram ahead of him, and seldom has the necessary do-re-mi. That
often leads to the big fellow getting into the game.

Mr. COLEMAN. Yes, sir; that often happens.
There is only one phase of it that it seems to me has not been touched

upon here, andthat is: "Who are these importing companies?"
The importing companies that are bringing in this vast amount of

oil consist of only about five companies. They are American com-
panies, largely. Of course, there are some British interests mixed in
with them.

Getting back to reciprocity, there is very little reciprocity connected
with these imports. There are two main sources of the imports. One
is the Middle East, where probably the greatest reserve is, and the
other is Venezuela. Now, Venezuela is ruled over by a dictator, and
the Middle East, in which there are several companies, is ruled over by
a group of nomadic sheiks, that rule over, you might say, desert tribes.
They buy practically nothing from us. There is no reciprocity. We
don't buy from the little fellows in those countries. Our American
companies go over there and develop that oil and bring back the oil
which they have produced in those countries. So, in a way, it is an
extension of American enterprise, I will agree, but it isn't reciprocity.

The sheik has to keep up his harem, of course, and there have been
many contributions to it by these American producers.

But it isn't reciprocity in the sense that I see this reciprocity agree-
ment, where we are trying to build up the little people of a country
with a large population; for instance, France, possibly.

I believe you gentlemen subscribe to the idea that whatever good
comes out of these reciprocity agreements is where the little people of
those countries benefit, and we benefit from an exchange of products
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with them. But we exchange no products with Saudi Arabia or with
Kuwait, or Bahrein, Iran, or those countries. Of course, we do ex-
change a little with Venezuela, but it is quite small compared to what
we take out of there.

Senator CONNALLY. Well, Venezuela does not present quite the same
problem as does the Near East, because most of the Venezuelan oil is
rought here and then refined and then reexported; is it not?
Mr. COLEMAN. A great deal of it, of course, is produced and refined

there, and shipped abroad.
Senator CONNALLY. If it is reexported, it does not pay the tax. It

saves the tax that we put on it for other countries.
Mr. COLEMAN. Yes, sir.
Well, we don't feel we should object to that, When I say "we," I

mean the little independent operators. We feel that that is all right
for them to supply the markets of the world with that oil, but, frankly,
we can't compete with the costs that they have in those countries. And
we may as well fact the fact that we can't compete with such costs as
they have in those countries. We have made cost studies in this coun-
try. and our cost studies have shown us without much reasonable doubt
that it costs us $2 a barrel to replace the oil that we are presently pro-
ducing in this country.

Of course, a great deal of oil was found at a lower cost, which is still
being produced, but the current replacement cost is certainly well over
$2 a barrel. And what it is in those countries is hard to say.

Their discovery costs were practically nothing. But there has been
a rush to liquidate the reserves that those countries have. Probably,
for one reason, they would like to turn it into American dollars.
Another is that they may fear that they may never get that oil, and
it is only a natural thing for them to try to glut this market, or rather,
try to liquidate their reserves. And probably I would feel the same
way if I had them. But I think that the national interest is involved
there, and we do not feel that they should be given the privilege of
destroying our domestic market in their rush to liquidate these foreign
reserves.

Senator CON NIALLY. I was going to ask you about your resolution.
The CHAIRMAN.%-. Do you wish to put it in the record?
Mr. COLEMAN. Yes, sir: and also this letter from the president of

the North Texas Oil and Gas Association.
The CHAIRMAN. They will be entered in the record.
(The material referred to is as follows:)

RESOLUTION ADOPTED BY THE DIRECTORS OF THE NORTH TEXAS OIL AND GAS ASSOCIA-
TION AT A MFETING HELD IN WICHITA FALLS, TEX., ON FEBRUARY 18, 1949

Whereas the national public interest requires that maximum reserves of
petroleum be developed and produced in the most efficient manner at all times
for normal domestic consumption and for security purposes in event of a
national emergency; and

Whereas the petroleum indilstry is one of the most important of basic indus-
tries; and the existence of practically all other industries, vital to our national
welfare, standard of living and national security, depend upon the availability
of a plentiful supply of petroleum products in this country; and

Whereas the petroleum industry in the United States has provided ample
supplies both for World War II as well as for domestic purposes and continues to
provide such ample supplies and to find new reserves; and

Whereas a few of the large integrated companies, Importing vast unrestricted
quantities of oil from the Middle East and other areas in direct competition
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with domestic markets, threaten to destroy our industry and discourage explora-
tory work necessary to maintain ample petroleum reserves in this country: Now,
therefore, be it

Resolved, That the directors of the North Texas Oil and Gas Association petition
the Members of Congress to protect the petroleum industry in these United
States by amending the Reciprocal Trade Agreement Act so as to provide quotas
for petroleum imports during periods of oversupply to the end that only such
imports as are necessary to supplement domestic supply shall be brought into
the United States.

NORTH TEXAS Om & GAs AsSOCIATION, INC.,
Wichita Fall8, Tex., February 19, 1949.

Senator WALTER F. GEORGE,
Washington, D. C.

DEAR SENATOR GEORGE: The officers and directors of the North Texas Oil &
Gas Association have requested Mr. J. P. Coleman to represent that organiza-
tion and its membership of 425 independent oil producers at a hearing to be
conducted by your committee on February 21. Mr. Coleman was formerly
president of this association and has been a director for many years.

We are enclosing for your information copy of a resolution adopted by our
directors at a meeting held in this city on February 18, which sets out their
position with respect to the importation of foreign oil to this country.

We much appreciate your permitting Mr. Coleman to appear before your group
to express further our views on the subject.

Your sincerely,
GEo. WAGNER DIMOCK, President.

Mr. BROWN. Mr. Chairman, the Governor of Kansas has a recom-
mendation, to be presented by Mr. Robertson. I would like him to
have an opportunity to present what he has at this time.

The CHAIRMAN. All right, Mr. Robertson.

STATEMENT OF JEFF A. ROBERTSON, CHAIRMAN, KANSAS
CORPORATION COMMISSION, TOPEKA, KANS.

Mr. ROBERTSON. This will be short, I assure you, sir.
My name is Jeff A. Robertson. I am chairman of the Kansas Cor-

poration Commission, which has regulatory jurisdiction comparable
to all States, as to public utilities, but in addition, we have jurisdiction
over the production of oil and gas.

I appear here by leave of this committee and by direction of
Governor Carlson.

I made a few notes. I think it will save time if I just read them
hurriedly into the record, if I may.

The State of Kansas, of course, appreciates the courtesy of this
committee in permitting us to appear here to make known our views,
which directly affect the welfare of many of our citizens, various of
our industries, and a major source of our tax revenue.

That subject is the importation of foreign oil. Its impact on the
economy of America's oil industry and its effect upon the future
safety of our Nation, are under the consideration of your committee.

I hasten to assure you, however, that we realize that providing for
the common defense is a matter for this committee and for Congress
and not for the State of Kansas.

The State of Kansas is a member Qf the Interstate Oil Compact
Commission, formed by 21 of the oil- and gas-producing States of
the Nation.

As such a member of a conservation body, it has fostered and en-
couraged and, where necessary, required the use of every practice in
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connection with the finding, producing and utilization of oil and gas,
which results in a greater recovery from nature's reservoirs of Siis
source of energy. As a member of the corporation commission of
our State, and as its present chairman, I have sought, through demo-
cratic processes, represented by public hearings, to determine cur-
rently the ability of the industry to produce oil at a maximum efficient
rate.

By a "maximum efficient rate" I mean the greatest rate of daily pro-
duction for my State, the practice of which would not result in a
decreased ultimate recovery of our oil reserves.

Kansas, in contrast with most of the oil-producing States, does not
have a great abundance of gas dissolved in its oil. The production of
a barrel of oil from a reservoir by the utilization of the least amount
of reservoir gas is one of the objectives of a production at a maximum
efficient rate. Kansas, in general, has an abundance of water drive,
and the conditions within its reservoirs are such that the proper utili-
zation of this water drive brings about the recovery of the greatest
amount of oil from the reservoir for public use.

The best storage for petroleum is within the reservoirs where nature
has accumulated it. Being volatile by nature, physical waste of petrol-
eum begins to occur as soon as it leaves nature's reservoir, where it is
held under pressure.

Waste of petroledtm occurs when it is stored above ground. Not yet
has there been developed an economic method of storingr petroleum
above ground without losing a portion of its most volatiIe 'Tractions.

Most State laws have recognized this condition and have prohibited
above-ground storage of oil, on the basis of preventing the waste
which always occurs.

In that, connection, there are now 8,000,000 barrels of oil, the original
source of which was Kansas, in storage in the United States. Most
States now limit, above-ground storage only to that necessary for a
working-stock basis to best serve public interests.

The Bureau of Mines, through current surveys of consumption, uses
and storage, makes available its estimate of the current demand of
petroleum and its products.

The oil-producing States, each of which accumulates its own sta-
tistics, have considered the estimates currently issued by the Bureau
of Mines, compared with their own estimates, and with the estimates
of various associations making similar studies.

Each month the probable amount of oil which my State can pro-
duce without waste and without causing wasteful storage above
ground. is allocated to the various producing fields of the State, on a
basis provided for in our State statutes.

Until recently, our demand has been such that, coupled with the
existing price (denied our producers during the war years), our
exploratory efforts towards finding new fields have increased. I might
say that an adequate price and an adequate demand are two require-
ments necessary to maintain oil reserves for public welfare and for our
national safety. To tamper with either cuts off an incentive to free
enterprise and immediately reacts in diminishing the finding of new
oil reserves.

I have gone into some detail in the foregoing, as a necessary preface
to the complaint which I would now like to register; that is, that the
recent abnormal increase in the importation of foreign oil directly
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threatens the stability of the oil industry as a whole, and particularly
within my own State, where the finding of new reserves is increasingly
difficult.

If the unnecessary importation of foreign oil is not checked, it could
result in a lowering of the price for crude oil, which is relatively low,
compared with the price advances in other products and commodities.
A lower price for crude oil, resulting in curtailment of oil reserve
finding, is most certainly not in the public interest. It was the reserve
ability to produce more oil that adequately fueled our last war; more
oil reserves are our No. 1 requirement for national safety. An even
greater price for oil would result in the finding of more reserves.

While it is the duty of Congress to protect our domestic economy,
I would like to make this observation as a representative of Kansas'
taxpayers:

We feel that your committee and our Congress should carefully
weigh the proposition we are now facing, of aiding or subsidizing
production of oil in foreign countries, which oil will enter our mar-

ets to compete and, if unchecked, to demoralize one of our most
important and vital industries.

We feel that should those foreign countries offer the same induce-
ments as our Nation offers its citizens, in the finding and producing
of oil, private capital of ours, and other nationals would find and
produce their oil in abundance.

We understand that foreign oil imports may be curbed voluntarily
by the half-dozen itnporting companies, who most certainly should
consider the welfare of our domestic oil industry, and necessary action
should be taken in connection with our tariff provisions to restore our
former import tariff, or Congress could provide currently for maxi-
mum importation uotas.

While it is for Congress to choose the proper method, my appear-
ance here is to respectfully call your attention to the necessity of the
protection of our domestic industry. I would like to repeat, however,
that foreign nations have an abundance of prospective oil-reserve
territory; that the world is looking for oil; that there is an abundance
of private capital to find this oil; that reciprocal treatment of private
capital in these foreign countries is more vital in this instance, in my
opinion, than reciprocal trade agreements; that oil, in my opinion,
may be found in foreign lands on such an economic basis that it could
bear a tariff sufficient to protect our own most vital industry; that
foreign oil should be imported in amounts necessary only to supplement
our own production, produced on an efficient basis, to meet our
requirements.

I should like, if the committee please, just to supplement that with
a few facts and figures on Kansas, and then I will be through.

The CHAIRMAN. Yes, sir. Do you want to put them in the record?
Mr. Ro BETsoN. If you please, sir. It won't take but 2 or 3 minutes.
In 1948. 108,107,094 barrels of oil were produced in Kansas for a

total vlue of $279,997,192.
In 1948, Kansas drilled 3,065 wells west of range 8, east of which

1,562 were oil wells, 365 were gas wells, and 1,138 were dry holes.
It will thus be seen, and consideration should be given to the fact,

that this drilling was in proven areas, resulting in 42 percent dry holes.
When consideration is given to wildcat drilling, the increase in dry
holes amounted to 86 percent.
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As of February 1, 1949, Kansas had 25,879 producing oil wells, of

which 5,440 are in prorated fields, and 19,939 are in unprorated areas,
the unprorated areas being areas where a well produces 25 barrels a day
or less.

Eastern Kansas is described as being east of range 2 east of the
sixth principal meridian. The corporation commission has issued
approximately 450 secondary recovery permits, of which 184 are in
active operation, with an estimated ultimate recovery of 277,950,000
barrels of crude oil.

Kansas has 15 operating refineries, with a daily capacity of 174,350
barrels, and just in the last 6 months, two refineries have been closed
in Kansas, perhaps to take advantage of this imported oil on the Gulf
and east coast.

During the month of December 1948 these 15 refineries processed
168,464 barrels of crude oil daily, of which 149,248 barrels were pro-
duced in Kansas, 19,216 barrels were imported from other States, with
a daily average production of 305.205 barrels for December 1948.

The production of oil and oilfield equipment in Kansas produced
approximately $8,399.915 to the producing counties of the State in
1948.

In that connection, I want to say that in Kansas we have no so-called
severance tax either.

Oil in Kansas is being proffuced with a great consideration of
the maximum efficient rate of production. Excessive imports of for-
eign oil, which would curtail the oil production in Kansas, would have
an exceedingly bad effect on the economic situation in Kansas, as
well as in the whole Nation.

What the petroleum industry in Kansas needs is more exploratory
development which will produce more oil and greater reserves, both
for the State and the Nation.

The year 1949 promises to be a very successful year with a pro-
gram of greater development already planned by the independent
operators and oil companies. Any curtailment of production will be
a draw-back to the petroleum industry of the State and the Nation.

The CHAIRMAN. Thank you, Mr. Robertson.
Mr. ROBErTSON. Thank you, Mr. Chairman and gentlemen of the

committee.
The CHAIRMAN. Mr. Brown, have you any other witnesses?
Mr. BROWN. There were two witnesses who came here and who,

after we agreed to compact our testimony, willingly agreed to stand
aside. But Senator Fulbright of Arkansas insisted that Mr. Murphy
have a chance to say a few words.

Mr. Murphy is one of our most successful operators.
Then Mr. Downing, I have been trying to save for the last, because

he has gone through more of this than any of the rest of us, and I want
him tolhave a chance to testify.

Those will be the only two.
The CHAIRMAN. All right, Mr. Murphy. If you have a written

statement, you can put it in the record, if you desire. t

U
St
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STATEMENT OF C. H. MURPHY, JR., INDEPENDENT OIL OPERATOR
OF THE STATE OF ARKANSAS

Mr. MURPHY. I come without notes, so I will have to be brief, Sen-
ator. My mind can't hold much at a time. Being from Arkansas, I
am accustomed to being near the end of the list anyway.

The CHAIRMAN. We will be glad to hear you, sir.
Mr. MURPHY. The case has been well presented here. I might state

that I differ very slightly from my colleagues in the matter of just
how we are to "bell this cat."

My view is this. We have recently come into an over-supply situa-
tion. Importing companies are bringing in substantial quantities of
oil.. That quantity is still increasing.

Now, the State regulatory bodies, by the nature of the laws which
created them, in almost all cases, must consider above-ground waste.
That has been adequately brought out here.

When this over-supply has built up, Texas, and then Kansas and
then Oklahoma and then Arkansas have cut back, because they have
had no choice. Waste has been threatened, and they have had to re-
strict their production; and the amount of that cutback now ap-
proaches 600,000 barrels a day.

I feel that American nationals, the American companies who are
operating abroad, should share in the contribution to stability that the
State regulatory bodies have brought into effect. They subscribe to
that too. They have all subscribed to the national oil policy as set out
by the NPC. The adoption of that document was unanimous.

Most of them however, take the view that they will do it voluntarily.
Now, Senator donnally may remember that voluntary proration was
tried down in the oil country, and there is always some fellow, and I
don't know which one it would be in this case, because they are all run
by fine, able executives, but there is always some fellow under volun-
tary proration who thinks he is the exception. It is all right for the
other fellow, but "I am going to run my business."

Therefore, something should be set up by Congress, to cause im-
ports to be restricted at the same time that it is necessary to artificially
restrict domestic production, in order to prevent above-ground waste,
and in order to maintain the stability of the industry and the country.

After the Connally Hot Oil Act was passed, Congress gave the
States permission to enter into the Interstate Oil Compact Commis-
sion, where they could get together and discuss their problems and
advise with each other, just as to how this should be done.

Senator CONNALLY. Was not the purpose, though, of the Connally
Hot Oil Act to stabilize conditions, rather than to have them run
wild?

Mr. MURPHY. Certainly, sir.
Senator CONNALLY. And has there not been substantial progress

under the act?
Mr. MURPHY. Very great progress. And the great prosperity of

the oil industry and the resulting prosperity of the country has been
very largely under the influence of that act.

Now we need some similar rule to be laid down by the policy-making
units of the entire country, to bring imports under something re-
sembling the Connally Hot Oil Act, or the Interstate Oil Compact
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Commission. I am not saying that the compact commission should
have that jurisdiction. I am simply placing the question now on the
table for consideration.

And with that, gentlemen, I thank you.
The CHAIRMAN. Thank you very much.
Mr. BROWN. Mr. Chairman, you folks have been very patient with

us, and we think we have a very interesting industry, and we think
probably the most interesting character in that industry is Warwick
M. Downing.

This will-be the last witness, Mr. Chairman.
Senator Mu-arxiN. Mr. Chairman, Mr. Downing is from Denver,

Colo., and is a highly respected citizen out there. He has been
a great expert in oil and gas matters ever since I have been in the
State, and that is quite a while.

I am delighted to see you here, Mr. Downing.
The CHAIRMAN. You may have a seat if you wish to.

STATEMENT OF WARWICK M. DOWNING, DENVER, COLO.

Mr. DOWNING. No, I am a lawyer, and I am used to standing up.
Mr. Chairman, I feel that the policy that we here advocate has

been the policy endorsed by the executive and legislative branches of
our Government. I refer to the policy first proposed by the eminent
Senator from Wyoming, Senator O'Mahoney, ably supported by Sen-
ator Millikin and Senator Edwin Johnson, both members of this
committee, our able Senators from Colorado, who supported and put
through the Congress the plan of Government spending to develop
liquid fuel resources that might be obtained from shale, coal, and
other materials. It is known as the Liquid Fuel Act, enacted about
4 or 5 years ago.

Now, that was done for the very purpose for which we are here
today. That was done for the purpose of having at all times within
continental United States an adequate supply of liquid fuel for all
purposes of war and peace. And that work has gone forward since
then, under the leadership of these three Senators, supported by the
executive and legislative branches of our Government.

Additional appropriations have been made, and the progress mde
in that work has well justified what was intended.

It was the intention, in developing shale and coal as a source of
liquid fuel, not to supplant petroleum, but to be ready, to be prepared,
no matter what eventuality may happen. And if and when our
petroleum supply should become deficient, which God forbid, we
would be ready to step into the breach with something else that would
protect us.

Just in passing, I wish to remark that it seems to me that, for this
Congress to fail to carry out that policy of making sure against all
hazards, might be the beginning of national suicide. It is not a ques-
tion of a dollar or two one way or the other. It is a question of
national existence. What good is a chain except as to its weakest link?
What good is it to spend all the money for aircraft, European relief,
and everything else, if we haven't an oil supply or a liquid fuel supply
with which to operate, and have it here in America, where it is
available every minute, instead of having it over there in Arabia, or
in any foreign country.
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Mention has been made of war, but you remember what happened
in Mexico in time of peace. The Mexican Government decided, "We
are going to take over all the oil industry of this country." And they
took it over. It seemed like they had a right to do it. They didn't
pay for it, and by government ownership, they have ruined it.

So I say there is not only that danger in case of war, but danger
even in peace, that any foreign supply may be cut off.

And remember this: If in time of peace we don't prepare, if we don't
provide an abundant accessible supply of petroleum, that is an open,
plain invitation, as I view it, to a foreign aggressor to attack us.
And when attack comes, if we are not ready, it means possibly that
our existence as a free nation may terminate. So I can't over-
emphasize the importance of the question that we are trying here to
present to you.

We have here in America the men, we have the national resource,
we have the brains, we have the money to make ourselves independent
of all other sources of liquid fuel supply, and to look the future in the
face with courage and confidence.

First as to our resources, just very briefly.
It seems the more oil we need, the more we have produced. And

as has been well said, there is no danger in the foreseeable future of
any shortage of oil. We can make gasoline from petroleum and from
gas, but think of the shale. Think of it, gentlemen, 300 billion bar-
rels of shale oil in our own State of Colorado. That is the estimate
of the Bureau of Mines. Six to eight times more than we have dis-
covered from the beginning of time, in the way of liquid fuel.

And Colorado isn't the only State that has shale oil. There is
Wyoming, Utah, and in time there will be a great many other States.
And then there is our coal. Think of the coal, trillions of tons of it.
It just happens that in our State, -excluding some of the low-grade
lignite coals of North Dakota, we are the second State in coal resource.

Wyoming and Colorado together have more than half, a good deal
more than half, of the coal supply. And coal also can be converted
into liquid fuel, that will serve the purpose just as well as petroleum.

Furthermore, as to the supplying of oil in this country, Mr. Frank-
lin has told you about the stratographic traps. Experience has told
us that about half of the oil in this country is in stratographic traps.
And yet I would say nine-tenths or a greater percentage than that
of the oil fields found so far have been structural traps rather than
stratographic.

But above all else, we have got the brains. When it comes to brains,
remember what the technical men did on cracking oil. They doubled
at one stroke the value of our petroleum supply, by making 1 gallon
do the work of 2. It was our brains that developed the seismograph,
with which great vats supplies of petroleum have been found.

You just trust to the American people and to the brains of the
American people, and methods will be found of finding the structural
traps.

I just happened to bring with me a book put out by the American
Association of Petroleum Geologists, entitled "Possible Future Oil
Provinces of the United States and Canada." And there is here a
map which shows that possibly a quarter of the United States is pos-
sible oil territory. And how much of that will turn out to be oil
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producing I don't know. All I do know is that if there ever is a short-
age, just come out to the Rocky Mountain area, and God bless you,
we will give you all the liquid fuel you will need for the next thousand
years if necessary.

Just one thing more. There is lots more I could say, but I know
the time is late.

While I am on my feet, I want to refer to something you don't appre-
ciate; something that none of you appreciate, and that is the value of
the personnel of the oil industry. And I am referring not to the big
men but to the little men, the independents in the oil industry, the
workers. And gentlemen, if you slacked down the oil industry, if you
put these men out of business, if you say to them, "We are going to
depend on foreign oil," you have done an incalculable harm, because
never again will this country see such an aggregation of talent, brains,
industry, ambition, as represented in the oil industry today, as has
been shown by their accomplishments.

For instance, the wildcatters. The wildcatter of the type that has
made America, the pioneer, the boy that goes out and spends his money
and finds something and does something, and makes two blades of
grass grow where there was one. It is that spirit that made us what
we are, and that is the spirit of the wildcatter.

And the roughneck: that well describes his occupation. He is the
boy who does the hard work. And yet everyone, nearly everyone of
these boys in the oil industry, dreams of the time when he will own
his own well.

Then there is the lease man. And let us not forget the technical men,
the men like the boys who have discovered cracking, and who know
how to drill wells 3 miles deep and how to produce every barrel possi-
ble, the seismograph men, and the men in the refinery departments.

And lets also not forget the men in the State regulatory bodies of
this Nation and the members of the Interstate Oil Compact Commis-
sion. I am here to defend them. No matter from what source the
attack may come, I want to say that they have done a magnificent
job.

The conservation of oil and gas in this country, under the authority
of the State regulatory bodies, has been one of the greatest accom-
plishments in the history of our Nation.

Take, in Texas, the work done by the railroad commission. They
have made a field that was supposed to contain 2,000,000,000 barrels of
oil produce approximately 2,000,000,000 with 4,000,000 left. Con-
servation practices as enforced by State agencies gave us the oil to win
the war.

All we say is: You can't run the oil business on half speed. You
can't shut it down. It has to go forward or disintegrate. This is the
question which I think the Congress must decide. Break it up, or let
us go ahead. Btu remember the operating personnel of the industry is
irreplaceable. It is almost as valuable as the oil itself.

And just one other thought. It is sometimes argued that a lot of
the big oil gom pansies are making money. Well, you know why it
is. Because of the income tax, or some other purpose, they base their
profits on discoveries made maybe 5 or 10 years ago, when the cost was
a third of what it is now. If you take costs at what they were before
there were these inflationary increases in prices and wages, of course
you show a big profit.
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But with the independent, that is not so. If he goes out to find oil,
he has got to pay present day price. He has got to pay wages that are
doubled or trebled. He has to pay for materials that are up two or
three times. He has to drill wells maybe two or three times deeper.
More wells drilled are dry. Considering his costs, the present price
of oil gives him very little profit. Yet we must remember that the inde-
pendent wildcatter is responsible for 80 percent of all the oil ever
discovered in America, and we dare not put him out of business.Now, as to this market, Senators, there has been no greater com-
mercial prize ever dangled before the human imagination than the
prize of the American market for gasoline. We have some four or
five American importers, and I think there are some two or three
Europeans, two at least, and I think three. Let us forget the Ameri-
cans. We will assume that there are Americans in business as well as
in patriotic declarations. But as far as the foreign companies are
concerned, do you think they are going to leave this market alone and
let the American oil industry exist or foster it, when they have oil
to sell and they have more oil to sell than they can sell in Europe.

And if you let the bars down and leave the doors open so that
foreign oilcan be imported here without limit, you will destroy in the
end the American industry and one of the most marvelous and suc-
cessful organizations that has been put together by men.

Thank you.
The CHAIRMAN. Thank you very much. Mr. Downing.
Mr. BROWN. You have been very patient with us, and that is all

of our witnesses.
There are two telegrams from NewMexico witnesses who could not

come, and I would like to have those placed in the record, if I may.
The CHAIRMAN. They may be inserted in the record.
(The telegrams referred to are as follows:)

ARTESIA, N. MEx., February 17, 1949.
WIRT FRANKLIN,

Mayflower Hotel:
Imports serious threat to oil industry on us. Some method of control neces-

sary if industry is to remain strong.
NEw MEXICO OIL AND GAS ASSOCIATxN.
EMERY CARPER, President.

ARTESIA, N. MELx., February 17, 1949.
WIRT FRANKLIN,

Mayflower Hotel, Washington, D. C.:
Know of no one better qualified to represent small oil producers. The life of

thousands of small producers depend upon regulation of imports especially after
the whipping we have taken for the past 10 years. Likewise it would seem to
many of us that it would be to the advantage of the country to retain as many
independents as possible actively engaged in trying to find additional reserves.

FRED BRAINARD.

Senator MARTIN. Mr. Chairman, I would like to suggest if it is not.
in your statement there, Mr. Brown, that the committee could well use
information on the domestic requirements of the United States for-
oil* information as to how much is now being imported daily, and',
I think, information as to where it is imported from? I think that
would be valuable infformation, Mr. Chairman, for this committee.

Mr. BROWN. We will be very glad to furnish it.
The CHAIRMAN. If that is not covered, please cover it, Mr. Brown
Mr. BROWN. We will be glad to furnish that information, sir.
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(The information requested is as follows:)

UNITED STATES OIL SUPPLY AND DEMAND, 1949

The domestic consumption of petroleum and products in 1948 averaged 5,760,-
000 barrels per day according to the United States Bureau of Mines, representing
an increase of between 5 and 6 percent over 1947 consuption. A further increase
in the neighborhood of 5 percent in 1949 would be a normal expectation indicat-
ing a probable domestic requirement this averaging perhaps 6,050,000 barrels
per day.

In comparison with these demand figures, actual production in the United
States during December 1948 was 6,123,000 barrels per day according to the
United States Bureau of Mines. In other words, recently attained rates of out-
put appear now to be more than adequate to meet all the 1949 requirements with-
out considering the increased availability that normally results from continuing
exporation and development. For example, the. comprehensive Industry report
on future petroleum supplies, completed in November of last year, shows a
probable availability in 1949 ranging up to 6,300,000 barrels per day from
domestic sources.

Further evidence of the adequacy of domestic supply is found in the fact that
oil inventories have increased by all-time record volumes and are about 110
million barrels or 20 percent above last year.

On February 17, 1949, Secretary of the Interior J. A. Krug stated in a letter
to Senator Connally that-

Meanwhile, although demand for oil In the United States continued to increase,
the supply of oil increased even more .rapidly, so that at the end of 1948, the
United States had reestablished domestic self-sufficiency.

United States imports of crude petroleum and its products year 1948 by quarterly
periods

(Thousand barrels daily]

First Second Third Fourth
quarter quarter quarter quarter I

BY PRODUCTS

Crude oil --------------------------------------------- 286 338 362 417
Residual fuel oil --------------------------------------- 179 135 140 121
All other ---------------------------------------------- 16 14 7 17

Total -------------------------------------------- 481 487 509 5M

BY SOURCES

Venezuela -------------------------------------------- 256 273 234 272
Pfetherlands West Indies ------------------------------ 170 137 188 133

middle East ------------------------------------------ 9 39 99 1.10
Colombia --------------------------------------------- 16 24 27 28
Meuoo ----------------------------------------------- 28 14 8 9
All other ---------------------------------------------- 2 3 3

Total ------------------------------------------- 481 487 509 5W

BY DESTINATION

New York ------------- ----------------------- 170 171 182 203
Pennsylvania, Maryland, Virginia--------------------- 2 234 251 252
Gulf ports --------------------------------------------- 3 8 14 31
All other ---------------------------------------------- 75 74 62 69

Total ------------------------------------------- 481 487 509 5N

'Based on October and November average.

Prepared by the Independent Petroleum Association of America based on data from the U. S. Department
of Commoroe.

Senator MART . There is one other thing, Mr. Brown, I would like
to suggest to you. The judge referred to the work of Senator Millikin,
and Senator Johnson, and Senator O'Mahoney, and the study or
laboratory work that had been done.
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There might be entered into the record the work that is now being
done just south of Pittsburgh by the Standard of New Jersey and the
Pittsburgh Consolidated Coal Co., where it would look to me that in a
couple of years they will probably be producing quite a little oil and
gasoline and commercial alcohol, and so forth. That would, I think,
aid this committee.

The thing that has been a surprise to me, Mr. Chairman, is the
amount of our discovered reserves. It is very encouraging to have that
amount.

Senator Williams and I have been calculating that what we have
right now is going to take care of present consumption for almost 12
years. And that is about as good as anything we have had in the
history of the United States, as far as reserves or the future are con-
cerne .

Mr. BROWN. And we are encouraged that each year we have been
able to find a little more.

The information requested by Senator Martin is not available to us
but could undoubtedly be obtained directly from the companies
involved.

The CHAIRMAN. Very well.
Senator MARTIN. Of course, I do not know whether they want to

develop that very fast.
There was something brought out here that I think, if you do not

have it in your statement, oughtto be expounded a little further, and
that is that some of these men who are American companies are very
anxious to sell as rapidly as possible their discoveries in European
countries; because in case of war, we know that that probably would
be cut off. In the high strategy of war, the desirable thing is to have
your supplies within your own lines.

Mr. BROWN. We will develop that. I think I have it fairly well
covered, but I will check to be sure, and if not, I will be glad, with the
chairman's permission. to supplement that at the right time.

Thank you very much.
Senator MILLIKIN. Mr. Chairman, may I ask whoever is the State

Department representative here today to come forward, please?
Will you see if you can get that information as promptly as pos-

sible?
Mr. CoRm (Carl D. Corse, Associate Chief, Division of Commer-

cial Policy). Yes, sir.
(The following information requested by Senator Millikin was

supplied by the State Department:)
DEPARTMENT OF STATE,

Washington, February 23, 1949.
Hon. WALTER F. GEORGE,

United States Senate.
My DEAR SENATOR GEoRGE: On Monday Senator Millikin made a series of

requests for information, including a list of individuals going to Annecy and a
statement of their qualifications and background.

The composition of this delegation has not yet been determined by the Presi-
dent and the Secretary of State. It is expected, however, that the delegation
will consist eqktirely of experts from the various agencies participating in the
interdepartmental trade-agreements organization.

As soon as the membership of the delegation is known, the information you
desire will be sent to you.

Sincerely yours,
ERNEST A. GROSS,

Acting Assistant Secretary
(For the Secretary of State).
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Liat of items in schedules II and III of the trade agreement with Mexioo, effective
Jan. 30, 1943, showing preagreement duties and concc88iOn8 made by the United
States in the agreement

SCHEDULE II

Paragraph Rate of duty Rate of duty
No. in Brief description Unit before agree- after agree.

Tariff Act ment ment 
of Ieet

1 --------
48 ........

77---------

90 ----------

92
93---------
202 (a)-

2D2 (b) ----
207 --------

210 ........

211------

213 ---------
218 (f) ----
232 (a)-
302 (b) ----

339-------
39.......

391 --------

393------

Naphthenic acids --------------------------
Citrus fruit juices, unfit for beverage pur-

poses.
Zinc oxide:

Dry ------------------------------------
Ground in or mixed with oil or water...

Turpentine and rosin ......................
Vanilla beaus ------------------------------
Zinc sulphate ------------------------------
Cement floor and wall tiles:

Valued at not more than 400 per sq. ft-

Valued at more than 40t per sq. ft -------
Mantles, friezes, and articles of tiling --------
Fluorspar:

More than 97% calcium fluoride ---------
Not more than 97% calcium fluoride -----

Earthenware of unmixed clay and stoneware:
Not ornamented -----------------
Ornamented ..................- ....

Earthenware having body not artificially
colored and composed wholly of clay: Not
painted or ornamented.

Painted or ornamented ---------------------

Graphite: Amorphous ---------------------
B ubble glass --------------------------------
Onyx ----------------------------
Molybdenum ore or concentrates ------------

Table, household, kitchen, and hospital
utensils of tin or tinplate.

Lead-bearing ores, flue dust, and mattes ..---

Lead in zinc ores ---------------------------

Provided, That effective thirty days after
the termination of the unlimited national
emergency proclaimed by the President
of the USA on May 27, 1941, the rate of
duty on lead-bearing ores, flue dust, and
mattes of all kinds shall be.

Lead bullion or base bullion, lead in pigs
and bars, etc.

Provided, That effective thirty days after
the termination of the unlimited national
emergency proclaimed by the President
of the USA on May 27, 1941, the rate of
duty on the foregoing articles ahall be.

Zinc-bearing ores of all kinds, except pyrites
containing not more than 3 per centum
zinc.

Provide, That effective thirty days after the
termination of the unlimited national
emergency proclaimed by the President
of the USA on May 27, 1941, the rate of
duty on the foregoing atticles shall be.

Ad val ---- 25%
Lb ------- . 5 --------------

Lb --------
Lb --------
Ad val ....
Lb ......
Lb --------

Sq. ft- ._

Ad val-...
Ad val --

Ton -------
Ton -------

Ad val-....
Ad val..
Doz. and
ad val.

Dot. and
ad val.

Ad val ----
Ad val ----
Cu. ft- ...
Lb. of me-

tallicoon-
tent.

Ad val....

Lb. on
lead con-
tent.

Lb. on
lead con-
tent.

Lb. on
lead con-
tent.

Lb. on
zinc con-
tent.

5%---------150 - - -- - - -

10f, but not loss
than 50% nor
more than
70% ad val.

60% -----------
50% ...........

$4.20........
$8.40 ..........

15% -------------
20% ..-- i --
100 and 45% -....

0 and 50% ...

5%---------
60%.
32 ----------
35 ------------

40%.........

12%%.
2% .

l5€.

59 but not less
than 25% nor
more than
35% ad val.30 .

25 0.

$4.20.
$6.30.

10%.
10%.
50 and 25%.

5f and 25%.

5%.
30%.
32 €.

22 %.

W,.

I........---------- IW .

I 3.60.

I.................. 1 1/oe.

1%0.

IAdditional concessions have been made in subsequent agreements in some of the rates of duty shown in
this column.
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List of items in schedules II and III of the trade agreement with Mexico, effective"
Jan. 30, 1943, showing preagreement duties and concessions made by the United
States in the agreement-Continued

SCHEDULE II-Continued

Paragraph Rate of duty Rate of duty
No. in Brief description Unit before agree- after agree-

Tariff Act ment ment
of 1930

394 --------

397 --------
401 --------

401 and sec.
3424 (a),
IRC.

404 and
see. 3424
(a), IRC.

407 --------
408 --------
412 --------
701 --------

701 --------
702 --------
711 ---------
714 --------
714 ---------
715 ........
716 --------
717 (a) ..
717 (c) ----
730 --------
736 ---------
743 --------
746 ........
747------
747------
752 --------
752 ........
765 --------

765 --------

Lb --------
L b --------
Lb .......

Lb --------

Lb......--I ---------

Lb --------
L b --------
L b --------
Ad val ----45% -----------

1 €.
1 €.

20.
2 .
22 %.

Mft-----.. 5o- ------- o.
M ft ----- 50 and $1.50 .... 500 and $1.50.

Zinc:
In blocks, pigs, or slabs, and zinc dust.-
In sheets_.....................
In sheets coated or plated with nickel,

etc.
Old and worn-out zinc, etc__.

Provided, That effective thirty days after the
termination of the unlimited national
emergency proclaimed by the President
of the U. S. A. on May 27,1941, the f )regoing
articles shall be dutiable as f dlows:

Zinc in blocks, pigs, or slabs, and zinc
dust.

Zinc in sheets ...........
Zinc in sheets, coated, etc .............
Old and worn-iut zinc, etc --------------

Articles of wares of tin or tinplate -----------
Pine lumber and timber, sawed:

Northern white and Norway._
O th er -----------------------------------

Mahogany, sawed and flooring --------------

Packing boxes and shooks ..................
Containers f )r citrus fruits .................
Spring clothespins ..........................
Cattle:

Weighing less than 200 lbs. each:
Within quota of 100,000 head en-

tered in any calendar year.
In excess of quota -------------------

Weighing 200-700 lbs -------------
Weighing more than 700 lbs. each:

Within quota of 225,000 head in any
calendar year.

In excess of quota ..................
Provided, That after termination of national

emergency, and termination by pr iclama-
ti.in of abnormal situation with respect
to cattle and meats, any of the foreg)ing
cattle shall be dutiable as f llows-

Cattle weighing less than 200 pounds
each in excess of 100,000 head in any
calendar year.

Cattle weighing 200-700 pounds each in
excess of 400,000 in any calendar year.

Cattle weighing'more than 700 lbs. each
in excess of 225,000 head in any calen-
dar year.

Dried blood albumen ...............
Sheep and lambs ---------------------------
Bobwhite quail ----------------------------
Horses ------------------------------------
Mules --------------------------------------
Asses and burros ...........................
Honey -------------------------------------
White sea bass or totoaba ------------------
Shark fins ---------------------------------
Mixed feeds --------------------------------
Berries (except blueberries), preserved ------
Limes --------------------------------------
Mangoes -----------------------------------
Pineapples, in crates -----------------------
Pineapples, in bulk -------------------------
Watermelons -........----------------------
Guavas, prepared or preserved --------------
Lima beans green or unripe:

Dec. I-May 31 -------------------------
June I-Nov. 30 -------------------------

Beans, n. s. p. f., green or unripe, other than
lima.

7 .% and $1.50--1 73,% and $1.50.

15% -- ---- -25% ..........
25% _---- -
15----------

2 ¢ . . . . . .W -------------

Lb .........................

Lb ..........................

Lb ...................

Lb --------
Head ----
Each ----
Head-
Head-
Ad val ...
Lb --------
Lb .......
L b --------
Ad val ..-
Ad val ...
Lb .......
Lb .......
Crate----
Each ----
Ad val ----
Ad val ----

Lb .......
Lb -------
Lb --------

120 --------------
$3-----------
W5-----------
$15 -----------$30.............
$30 ----------
15% ------------

i5% -----------

1 1 ------------
15 ------------
35t .------------'1o-----------150o --------------

35%
1714% ......-....

3 140 ---------3 I4¢...............

7Y%.
12 1%.
I0t.

1Wg.

2W .

1 €.

$1.50.2M.

$15.
$15.
7 %.

€.

17, ,_%.
1€.
7 €.
35€.

20%.1714%.

24 ..

350.
314g.

2e.

86697-49-pt. 1- 32

489

Ad val.
and M.
ft.

Ad val ---
Ad val ----
Gross ....

Lb .......

Lb .......
Lb .......

Lb .......

Lb --------

l1 ,t -------------
Nh --------------
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"List of items in schedules II and III of the trade agreement with Mexico, effective
Jan. 30, 1943, showing preagreement duties and concessions made by the United
States in the agreement-Continued

SCHEDULE I-Continued

Paragraph Rate of duty Rate of duty
No. in Raeo f duty ate agree.

Tariff Act Brie description Unit before agree- after agree
of 1930 ment meat I

765 --------
769 ---------

769 ........
770 ---------
772 ........

774 ---------

774-774-------

774-------

774 --------
802 ---------
805-- - - -
1005 (a)....

1005 (b) ....
1111 ------

1410 ........
1504 (a) ----
1504 (b) ---1516 --------
1530 (b) (1)-
1530 (e) ----

1530 (a)..
1551 .......

1555......
1558 --------
1601 .......
1602 .......
1606 (a)....
16 -.......
1614 --------
1618 --------
1622 --------
1624 .......
1654 --------
1664 --------
1669 --------
1678 --------
1682 --------

1664 .......
168,5 ......
1685 -------
1685 --------

Black-eye cowpeas, dried ...................
Peas, green or unripe, July I to Sep. 30, incl.:

Full-duty imports ......................
Oct. 1 to June 30, inci --------------------

Chickpeas or garbanzos ....................
G arlic --------------------
Tomatoes in natural state:

Full duty im ports -----------------------
Dec. 1 to last day of following Feb -------
M ar. I to N ov. 30 -----------------------
Provded: That effective 30 days after

the Presilent of the United States of
America, after termination of the un-
limited national emergency proclaimed
on May 27, 1941, shall have proclaimed
that the abnormaisltu tin in respect
of tomatoes has terminated, the rate
of duty on tomatoes in their natural
state shall be.

Peppers, natural state ------------........Eggplant:Dee. I to Mar. 31 incl. full-duty imports.

April I to Nov. 30, full-duty imports ---
Cucumbers:

Dec. 1 to last day Feb., full-duty imports-
Mar. 1 to Nov. 30, full-duty imports ..---

8quash: Full-duty imports ...........
Spirits .....................................
Ale, porter, stout, beer .....................
Cordage:

Sisal, henequen, or other hard fiber, ex-
cept manila, three-fourths inch in
diameter and larger.

Any of foregoing smaller than three-
fourth of an inch additional duty.

Hard fiber cords or twines ---------------
Blankets and similar articles if handwoven:

Value not more than $1 lb

Value more than $1 but not more than
$1.50 lb.

Value more than $1.50 lb ----------------

Books foreign authorship ...................
Hat braids .................................
Harvest hats -------------------------------
Wax matches ------------------------------
Sole or belting leather -----------------------
H uaraches ----------------------------------
Slippers (for housewear) ....................
Men's, youths', and boys' boots ...........
Motion-picture film:

Negatives:
Exposed, not developed ...........
Exposed and developed ---.-....

Positives: Prints or duplicates.
Waste. n. s. p. f - .... ....--------------------
Istle or Tampico fiber ......................
Sulphuric acid or oil of vitriol .............
jalap ------------- -------
Bulls or cows f or bedn
Antimony ore ------------------------------
Arsenious acid .............................
Bananas. -.--------------............--
Binding twine -----------------------------
Fish sounds --------------------------------
Coffee --------------------------------------
Metallic mineral substances n. s. p. f
Fish livers -------------------------------
Sharkakins .................................
Live game animals or birds for stocking

purposes.
Henequen. istle or Tampico fiber ----
Guano -----------------------------
Manures .. ..........................
Fish scrap and fish meal for fertilizers

Lb --------

Lb --------
Lb --------
Lb .......
Lb --------

Lb --------
Lb .......
Lb .......
Lb .......

Lb --------

Lb --------Lb ......
Lb --------

Lb --------
Lb --------
Gal -------
Gal -------

Lb --------

Lb --------

Lb--------.

Lb --------

- - - - - - - - - - - -.

- - - - - - - - - - - -.

- -----------.

Lin. ft ----

in ft..-....

2* -------------
34o ..........

I------------
.---------

w~oo------

3*o €..........

30 -----------
32------------
$5 ------------

20 or 1* -----

15% or 74% ad
val.

20% ad val .....

30* and 36% ad
Val.

330 and 36% ad
val.

40* and 36% ad
val.

74% ad val -----
15% ad val ------
124% ad val ...
40% ad val ----
10%o ad val ....
20%ad vat ....
20% ad val ------
20% ad val ....

2* ...........

3*. ---- - - - - -
it*------------
74%ad val---
2D% ad Val---
Free ..........

--------------------------do -----
------ do-........
----- do.......

.-----do.......
----- do.......
----- do .........
..-----do.
------ do ----------

.-----do ----------
--- - -do ----- - -- --
----- do ........

.-----do ..........

.-----do ........
----- do .........
...... do .......-
----- do

2t.
2.
1.

25.

10.

2 .

1*.

74%.

20% ad val.

20* and 20% ad
val.

200 and 20% ad
val.

20€ and 20/0 ad
val.

74% ad val.741%ad val.
12 4 ad val.
20% ad val.
10% ad val.
10% ad val.
10% ad val.
10% ad val.

1*.

7)6% ad val.
10% ad val.
Bound free.

Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.

Do.
Do.
Do.
Do.
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List of items in schedules II and III of the trade agreement with Mexico, effective

Jan. 30, 1943, showing preagreement duties and concessions made by the United
States in the agreement-Continued

SCHEDULE II-Continued

Brief description

C hicle, crude --------------------------------
Horses or mules for slaughter ----------------
Guayule rubber -----------------------------
Liquid petroleum asphaltum ....

Sarasparilla root ----------------------------
Distilled oils:

L im e ------------------------------------
Lignaroe or bois de rose -----------------

Oils mineral-
iVetroleum, crude and fuel oil:
Petroleum, crude:

W ithin quota -----------------------

Full duty imports -------------------

For supplies of vessels ---------------
Gas oil:

W ithin quota -----------------------

Unit
ParagraphNo. In
Tariff Act

of 1930

1686 --------
1695 --------
1697 ......
1710_

1728 --------
1731 --------

1733_....

1743 --------
1761 --------
1761 ------ L_
1761 --------
1765 --------
1768 (1)-
1788 (2).--
1775 --------
1796 --------
1802 .....
1803 (2) ----
1803 2) ----
1803 (2)-

Full duty imports ------------- I Gal .

For supplies of vessels ---------------
Residual fuel oil:

W ithin quota -----------------------

Full-duty imports ..................

For supplies of vessels .............
Topped crude:

W ithin quota -----------------------

Full-duty imports -------------------

For supplies of vessels
K erosene ................

For supplies of vessels ..........
Plater rock and gypsum -------------------
Spiny lobsters -------------------------------
Shrimps and prawns ------------------------
A lbalone ------------------------------------
Reptile skins ...............................
Pimento ....................................
A nise seed -----------------------------------
Rottenstone, tripoli and sand .............
Candelilla wax .............................
C harcoal ------------------------------------
M ahogany ----------------------------------
Spanish cedar .....
Primavera .................................

Gal -------

Gal ......

Gal .....

Gal .....

Gal .....

Rate of duty
before agree-

ment

Rate of duty
after agree-

ment I

*1 I

----- d o ----------
----- do .........

..... do ------
Free plus

per gal. im-
port tax.

Free ..........

----------- .I - -d o ----------
------------ d o -- --------

Free plus 40 per
gal. import
tax.

Free plus 34O
per gal.

Free ------------

Free plus 14
per gal. im-
port tax.

Free plus 40
per gal. im-
port tax.

Free ..

Free plus 340
per gal. im-
port tax.

Free plus
per gal. im-
port tax.

Free........

Free plus NO
per gal. im-
port tax.

Free plus W
per gal. im-
port tax.

Free ...........
Free plus 40

per gal. im-
port tax.

Free - - ----
----- do .........
----- do -----------

do
----- do -----------
-----do ..........
-----do .--------
----- d o -----------
----- d o -----------
---do--- -- -
----- do .........
----- do..
----- do .........
----- do .........

------------
------------
------------

SCHEDULE III

Earthen floor and wall tiles:
Valued at not more than 400 per sq. foot- Sq. ft----- 109 per sq. ft.

-but not less
than 50% nor
more than
70% ad vale-
rem.

50 per sq. ft.
but not lessthan 250/ nor
more than

35% ad valo-
rem.

Gal .....

Gal .....

Gal .....

202(a).

Do.
Do.
Do.

Free plus NO
per gal. im-
port tax.

Bound free.

Do.
Do.

Free plus NO
per gal. im-
port tax.

Free plus NO
per gal.

Bounu free.

Free plus O4
per gal. im-
port tax.

Free plus
per gal. m-
port tax.

Bound free.

Free plus 340
per gal. im-
port tax.

Free plus 40
per gal. Im-
port tax.

Bound free.

Free plus 140
per gal. im-
port tax.

Free plus No
per gal. im-
port tax.

Bound free.
Free plus 4$

per gal. im-
port tax.

Bound free.
Do.
Do.
Do.
Do.
Do.
Do.
Do
Do.
Do.
Do.
Do.
Do.
Do.

------------
------------
------------
------------
------------
------------
------------
------------
------------
------------
------------
------------
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List of items in schedules II and III of the trade agreement with Mexico, effective
Jan. 30, 1943, showing preagreement duties atd cocessions made by the United
States in the agreement---Continued

SCHEDULE 1I-Continued

Para graph Rate of duty Rate of duty
Tariff Act Brief description Unit before agree- after agree-

of 1930 ment ment

217

397

411

412

718 (a)

730 --------

747------
1513 --------

1513 .-----
1527 (a) (2)_

Valued at more than 40t per square foot:
G lazed clay -------------------------

Other ------------------------------

Glass bottles:
If holding more than 1 pint ------------
If holding not more than 1 pint and not

less than one-fourth of I pint.
If holding less than one-fourth of 1 pint-

Articles or wares n. s. p. f. of silver.......

Sq. ft- ...

Sq. ft-.-

260 per sq. ft.
but not less
than 30% nor
more than
60% ad valo-
rem.

60% ad valorem-

1 per lb ---------
1 Ilb .........

------------- ---- per gross -....--------- 150% ad valorem-

Baskets ------------------------------------ I---------- 50% ad valorem.

Bentwood furniture ------------------------ I----------

Tuna, prepared or preserved --------------

Vegetable oflcake and oileake n. s. p. f.:
Coconut or copra -----------------------
Cottonseed -----------------------------
Soybean .... - - -------------

Pineapples: Full duty imports.........
Dolls and doll clothing:

Containing lace or embroidery.
Other (except of celluloid)-

Toys, of china or earthenware ---------------
Jewelry (other than of gold or platinum):

Valued above 200 but not above $5 per
doz. pieces.

Lb .......
L b --------
Lb .......
Lb --------

42 % ad valo-
rem.

45% ad valorem-

M1oo----------
m ot -------------
M of -------------
1 o_ -------------

---------- 90%ad val....------------ 70% ad val .
.----------- 700, ad val-...

Valued above $5 per dozen pieces ------. I.------

it each plus W
per doz. for
each It the
value exceeds
20t per doz.
and 50% ad
valorem.

W each plus Y4
per doz. for
each it the
value exceeds
200 per doz.
and 25% ad
val.

30% ad val-o
rem.

30% ad valo-
rem.

40 per lb.
aif per lb.

25t per gross.
3240 ad valo-

rem.
25% ad valo-

rem
22% ad valo-

rem.
224% ad valo

rem.

1€.

45% ad val.
350 ad val.
35% ad val.

W4 each plus
Mo per doz.
for each l
the value ex-
ceeds 200 per
doz. and 25%
ad valorem.
€ each plus
Mo per doz.
for each It
the value ex-
ceeds 20t per
doz. and 25%
ad val.

Wist of items in schedule I of the trade agreement with Mexico showing pre-
agreement duties, concessions obtained by the United States in the agreement,
and present Mex'ican import duties

Mexican Preagree- Agree. Present duty
tariff Brief description unit meant meant (pesos and adfration duty duty valorem)

fraction (pesos) (pesos)

Cattle for breeding, except milk cows .....
Sausages of meat -------------------------
Ham, raw or cooked -----------------------
Bacon ---------------------------------
Canned meats, not specified -------------
Canned meat foods, even when containing

vegetable products in any proportion,
unspeeL

Canned almon ----------------------------
Canned sardines ---------------------------
Eggs, fresh --------------------------------
Milk, evaporated --------------------------

Head ----
L. K--
L.K ---
L. K-
L.K ---
L.K ---

L.K ---
L. K ----
O.K ----
L.K ---

(')0.70
.70
.70
.70
.70

.70

.70

.40
.40

(1)
0.70

.70

.70

.70

.70

.70

.70

.40

.40

').
0.35 and 15%.
0.30 and 15%.
0.20 and 21 .
0.60 and W7.
0.40 and 9%.

0.80 andW
0.50 and 2/o.
0.20 and 25%.
0.20 and 301%.

1 01.42
1.2000
1.20.02
1.20.03
1.20.10
120.19

1.21.02
1.21.04
1.2200
1.22- 12

1Free.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 493

List of items in schedule I of the trade agreement with Mexico showing pre-
agreement duties, concessions obtained by the United States in the agreement,
and present Mexican import duties-Continued

Mexican Preagree- Agree" Present duty
tariff Brief description Unit ment ment (pesos and ad

duty duty valorem)
(pesos) (pesos)

1.22.13
1.22.14

1.22.15
1.22.17
1.23.20
1.23.33
1.23.40
1.23.41
1.30.09
210.01
2. 10. 16
2. 10. 18
2.10.20
2 10. 21
210.24
210.25
2 13.01
2. 13.03
2. 13.04
113.06
2.13.08
2.13.09
2.13.13
2.13. 15
2.13. 17
213.24
2.13.33
%13.35
114.04
214.14
120.01
220.02
2.31.22
231.30
231.32
231.61
2.31.63
241.00
2.43.00
2.50.10
2.50.31

2.50.34

250.43

150.54

2.50. 57

250.60
2.50.61
2.50.62
1 71.1o
271.11
2.71.20
2.71.21
3. 01. 04

3.01.05

3.01.30
& 01.31

3.01.32

3.01.40
3.21.09
3.2.02
3.29.12
3.31.85

3.31.86

S'ee.

Milk in powder or pastiles, up to 5 kilograms
Milk in powder or pastilles, more than 5

kilograms.
B u tter --------------------------------------
Cheddar cheese -----------------------------
Stearic acids, in cakes ....................
Animal fats, hydrogenated -----------------
Hog 1W in tank cars and tanker ..........
Hog lard in other containers.
Tanned hides, without hair ----------------
O n ion s -------------------------------------
W heat --------------------------------------
Oats. hulled (including oatmeal) ------------
Canned vegetable foods, not specified -------
Canned asparagus
Tomato sauce -----------------------
Canned tomatoes --------------------
P lu m s --------------------------------------
P eaches ------------------------------------
Fresh fruit, not specified---------------
Apples ....................................
Pears --------------------------------------
Grapes ....................................
Sliced dried fruits --------------------------
Prunes ------------------------------------
Raisins ------------------------------------
Canned fruits in sirup or in their juice ......
Walnuts, unshelled -------------------
Walnuts, shelled --------------------------
Wheat flour -------------------------------
Prepared cereals and flour .........
Oats, unhulled -----------------------------
Barley in the grain -------------------------
Cottonseed --------------------------------
Barley malt ...............................
H op s ---------------------------------------
Raw tobacco, Virginia type ......
Raw tobacco, not specified, filler ------------
Cocoa butter ..............................
Cigarettes ---------------------------------
Plywood ----------------------------------
Boards, planks, or beams, of pine and

spruce, up to 55 millimeters in thickness
and more than 3.25 meters in length.

Boards, planks, or beams, of pine and
spruce, more than 90 millimeters in thick-
ness.

Boards, planks, or beams, not specified, up
to 55 millimeters in thickness and more
than 3 meters in length.

Ordinary wood in boards, tongued, over-
lapped or grooved.

Pulp and fiber boards, weighing over 2 kilos
per square meter.

Wooden ties. creosoted ...................
Wooden posts, over 4 meters in length ....
Logs of ordinary wood ----------- ------
Wooden furniture, not upholstered .........
Wooden furniture, upholstered..........
Furniture of ordinary wood, not upholstered-
Furniture of ordinary wood, upholstered. -_
Gas for lighting or fuel, in cylinders or

drums, except acetylene.
Gas for lighting or fuel, in tank cars, except

acetylene.
Lubricating greases, weighing up to I kilo-..
Lubricating greases. weighing more than 1

kilo but not more than 5 kilos
Lubricating greases, weighing more than 5

kilos.
Mineral wax and paraffin .................
Refractory clay or earth, not specified .....
Sulfur ------ L---------------------------
Cement, Roman or Portland .............
Refractory brick and tile, with bas of sili-

cate of aluminum or siea.
Refractory brick and tile, not specified ------

L. K ------L.K ----

L.K .---
L.K ...
G.K ----
0.K ----
K.K ....G . K ------
L.K ...
0.K .-----G.K ..
G.K..L. K----L.K ----
L.K ---
L.K ---
O.K ------
O.K ----
G.K ....
G.K ----
G.K ....

O.K ----
O.K ----
O.K ----
O.K ....
G.K ----
G.K ----
L.K ....
L.K ---
L.K ----
O.K ----
G.K ----
G.K ....
O.K ....
L.K ----
L.K ...
L.K ----
L.K ---
L. K.--
0.K ......
100 O. K_.

100 . K..

100G. K_

G .K ...

10 .K ...
100OG. K_.
100G. K._

L. K -.
L.K ....
L.K -.--
L.K ..
O.K ..

O.K..
O.K..

1O.K ...G.K ....
GO. K .OG. .---

G.1K ...
100 OK..100 0. K__'

0.40
.40
.80
.80

.25

.45

.23

.32
5.50
.03
.10
.15
.50
.50
.60
.60
.35
.35
.35
.35
.35
.35
.80
.80
.80

2.00
.80

1.00
.28
.80
.05
.05
.08
.17
.28

2.30
2.30

.40
7.00
.1

3.40

.40

.70

.04

.04

.50

.40".40
.90

1.20
.50
.75

(I)

(I)

.25

.13

.09

.14
.60

1.80
.02

1.50

.20

0.30
.30

.80
.80
.25
.35
.18
.25

5.50
.02
.06
.10
.40
.40
.60
.60
.25
.25
.25
.30
.25
.25
.20
.40
.50

2.00
.60
.80
.29
.65
.05
.04
.06
17

.20
2, 0
2.30

.40
7.00
.10

3.40

.40

.70

.04

.04

.50

.40

.40

.90
1.20

.50

.75
(I)

(I)

.25

.13

.09

.14

.60
1.50

.02
1.50

.20

0.10 and 60,.
0.15 and 100%.

0.60 and 20%.
0.25 and 5%.
0.25 and 150/.
0.25 and 25q.
0.10 and 1w,.
0.25 and 16%.
3.20 and 10%.
0.02 and 10%.
0.06 and 2W,%.
0.03 and 15%.
0.15 and 15%.
0.15 and 1.5%.
0.35 and 60%.
0.45 and 45%.
0.07 and 25%.
0.09 and 30%.
0.35 and 65%.
0.25 and 55%.
0.20 and 30%.
0.20 and 30%.
0.15 and 10%.
0.35 and 40%.
0.45 and 45%.
0.85 and 80%.
0.35 and 25%.
0.25 and 15%.
0.10 and 350!
0.20 and .
0.02 and 107r.
0.03 and 10/%.
0.03 ani 8%.
0.10 ani 25%.
0.09 and 2%.
0.56 and 20%.
0.97 and 20%.
0.50 and 10%.
2.95 and 60c.
0.05 and 10%.
0.95 and 10%.

0.30 and 1%.

0.35 and 3%.

0.01 and 10%.

0.01 and 5%.

0.10 and 30%
0.25 and
0.15 and 5%.
0.50 and 150/c
0.66 and 0.
0.35 and OE"
0.35 and 10.
().

Q).

0.05 and 209c
0.03 and IO.

0. 04 and 10%.

0.06 and 15%.
0.45 and ,.
0.70 and 84,
0.01 and 15o.
1.35 and 5%.

0.23.
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List of items in schedule I of the trade agreement with Mexico showing pre-
agreement duties, concessions obtained by the United States in the agreement,
and present Mex'ican import duties--Continued a

Mexican Preagree- Agree- Present duty
mont ment

tariff Brief description Unit duty duty (pesos and ad
fractionpesos valorem)(pesos) (pew)

3.33.00
3.34.35
3.34.70

3.34.71

3.51.19
3. 53.03

3.54.06
3.54.12
3.54.49
3.54.53
3.54.54
3.54.56
3.54.57

3.92.00
3.92.03
3.92.10
3.92. 11

4.15.00
4.1.90
4.15.95

4.17. 10

4.18.09
4. 18. 10
4.18. 11

4.50.02
4.50.11
4.57.01
5.02.06
&02.90
5.02.92
5.42.90
5.42.92
5.42.93
5. 5L 00
5.61.00
5.70.20
6.03.93

6.04.00
6.04.14
6.04. 15
6.12.71
6.31.21
6.31.90
6.50. 10
6. 61. 01
6. 61.06
6.61.07
6.61.21

6. 6128
6.61.29

6.63.07
7.0. 20
7.00.21
7.00.22
7. 10.30
7. 10.31

7.11.06

7.11.07

7.11.08

7.11.09

1 Free.
2O.K.

Falence ware, not specified ...............
Glass and crystal, fiat .....................
Glass or crystal workeo In pieces, up to 300
gams,

Glass or crystal worked in pieces, more than
300 grams.

Copper tubing ....----------------------
Iron or steel wire, twisted or barbed, for

fences.
Screws and rivets of iron or steel........
Razor blades ------------------------------
Cylinders for gas ..........................
Refrigerators, up to 200 kilos ..............
Refrigerators, over 200 kilos -----------------
Furniture of iron or steel, up to 10 kilograms-
Furniture of iron or steel, more than 10

kilograms.
Washstands, etc., of enameled iron ---------
B-ithtubq of enameled iron ...............
Washstands, etc.. of clay. china, or porcelain.
Waterlosets, etc., of clay, china, or porce-

lain.
Cotton tire fabric --------------------------
Cotton cloth, up to 50 grams per sq. m .-..
Cotton cloth, more than 250 but not more

than 1,200 grams per sq. m.
Cottnu cloth, oiled, waxed, or prepared

with pyroxylin.
Cotton corduroy ...............---.........
Cotton velvet, to 400 grams per sq. m .....
Cotton velvet, more than 400 grams per

sq. m.
Carpets of wool------------------------

- - do -------------------------------
Velvet of wool -----------------------------
Under and outer shirts and drawers of cotton.
Wearing apparel of cotton............
-. -d o --------------------------------------

Wearing apparel of wool --------------
--- do -------------------------------------
--- do -------------------------------------
Silk hosiery ...............................
Silk hosiery, with other fiber .............
Pocketbooks -------------------------------
Mixtures of ethers and alcohols for varnishes

and p~ints.
Fruit essences -----------------------------
Extracts for soft drinks --------------
Extracts for wines and liquors ------------
Bicarbonates of potassium and sodium ....
Medicinal granules, etc --------------------
Drugs and pharmaceutical specialities ....
Cosmetics, perfumed or not ----------------
Shoe and leather polishes ..................
Prepared floor wax,. to 5 kilos -------------
Prepared floor wax, over 5 kilos -------------
Varnishes and paints, with bas of alcohol

or ether.
Prepared varnishes and paints, to 5 kilos. _.
Prepared varnishes and paints, more than5 kilos.
Tire repair kits ..-------------------------
Grape juice --------------------------------
Fruit juies, density to 1.25 ----------------
Fruit juices, density more than 1.25 -------
Wines in metal or wood containers .......
Wines In esrthlnware, porcelain, glass, or

other containers.
Bourbon and rye w)ilsky, In metal or wood

containers.
Bourbon and rye whisky, In porcelain,

glass, or other containers.
Bourbon and rye whisky, In wood or metal

ontainers.
Bourbon and rye whisly, in porcelain,

glass, or other containers.

G. K ------

G.K ----
G.K ....

G O.K ...

L.K ----
100 pieces

L.K ----
L.K ----
L.K ....
L.K ----

G .K - -----
G.K ....
G.K ....
O.K ----

L.K ....
L.K ...
L.K .---

L.K ....

L.K ----
L.K ----
L.K ....

Sq. m ....
Sq. m ....
L.K ----
L.K ----
L.K ....
L.K ...
L.K ....
L.K ....
L.K ---
Pair .....
Palr... ._
L.K ---
L.K --

L.K ..
L.K ....
L.K ----
G.K ....
L.K ---
L.K ...
L.K ----
G.K ----
G.K ....O .K..

O.K..G.K ----

L.K ...
L.K ....
G.K ....

G.K ----

L.K ....

L.K ....

L.K ----

L.K------

0.80
.20
.70.

.60

(I)

1.20
2.50(1)

.50

.45

.80
.60

.30
.30
.20
.20

.20
10. 10
3.40

1.70

4.90
4.90
6.00

6.30
11.20
9.00

14.70
9.80

11.20
23.00
27.00
35.00
1.00
1.00
5.00

.25

15.00
3.00
3.00

.07
1.50
1.00
7.00

.38

.75

.50

.60

.60
.40

1.60
.25

1.00
3.00

.30

.50

94.75

'6.00

35.50

6.50

0.80
.20
.70

.60
(I)

.50

1.20
2.30(1)

.50

.35

.80

.60

.25

.25

.20

.20

.15
10.10
&40

1.70

4.90
4.90
6.00

6.30
11.20
8. 10

14. 70
9.80

11.20
23.00
27.00
35.00
1.00
1.00
5.00
.15

15.00
3.00
3.00

.04
1.50
1.00
6.50
.38
.75
.50
.60

.60
.40

1.00
.25

1.00
3.00

.30

.50

2.25

2.50

3.00

3.25

0.30 and 30%.
0.09 and 15/
0.40 and 35

0.45 and 30%.

0).
0.01 and 1%.

0.30 and 30%.
0.80 and 20%.

.).
0.15 and 10%.
0.15 and 10%.
0.35 and 20%.
0.25 and 15%.

0.20 and 25%.
0.20 and 250%.
0.20 and 10%.
0.15 and 15%/.

0.05 and 3%.
4.55 and 35%.
1.35 and 30%.

1.10 and 20%.

2.90 and 40%.
2.70 and 25%.
3.55 and 40%.

3.15 and 25%o.
3.70 and 10%.
3.10 and 300.
7.75 and 30 .
4.90 and 209
4.90 and 20.
12.90 and 25%.
13. 90 and 25%.
11.30 and 20%.
0. 50 and 25%.
0.60 and 20%.
3.05 and 25%.
0.05 and 5%.

4.45 and 15%.
1.50 and 26%.
0.65 and 8%.
0.01 and 10%.
0.55 and 3%.
0.50 and 50.
3.90 and 16%.
0.20 and 15%.
0.30 and 2,
0.10 and R0,
0.60 and 15%.

0.60 and 10o.
0.40 and 15%.

0.50 and W0%.
0.10 and 150.
0.40 ad 30%.2.85 and
0.20 and 15%.
0.25 and 20%.

0.85 and 25%.

1.10 and 55%.

4.95 and 0%.

5.50 and 80%.
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List of items in schedule I of the trade agreement with Mexico showing pre-
agreement duties, concessions obtained by the United States in the agreement,
and present Mexican import duties-Continued

Mexican
tariff

fraction

7.32.01
7. 32.12
7. 41.21
7.41.26

7.44.10
7.44.11
7.44.12
7.44.13
7.44.90

7.44.91

7.44.92

7.44.93

7.51.12
7.51.13

7.52.02
7.52.03
7.52.05
7.53.30
7.90.15
7.99.30
8.10.40
8.20.14
8. 21.10
8.23.90
8.23.91
8.31.00
8.40.01
8.41.00
8.41.15
8.41.20
8. 41.21
8,41.33

8,42.30
8. 42.39
8.0.00
& 50.01
850.10
&50.11
8.52.21

8. 59.00
8. 61.2n
8.65.29
8.65.5(0
8. 65. 51
9.10.00
9.10.01
9. 10.02

9.10.17
9.11.00
9. 11.01

9.52.00
9.52.01

9.52.02

9.52.03

9.52.04

9.52.05

9.52.06
9.52.10
9.52.11

1 Free.

Preagree- Agree- Present duty
meant ment
duty duty (pesos and ad

(pesos) (pesos) valorem)

]

Brief description Unit

Shoes, with double seam stitching --------- Pair .....
Shoes, not specified ---------------------- Pair .....
Unexposed films ----------------------- L. K ------
Mbt4dxf-pictuz4 films ----------------------- L. K ------

Sheets of ebonite, etc., not decorated ------- L. K .....
Sheets of ebonite, etc., decorated ---------- L. K ------
Tubes of ebonite, etc ---------------------- L. K ------
Rods of ebonite, etc ----------------------- L. K ....
Manufactured articles of pastes similar to L. K ------

casein, etc., up to 10 grams.
Manufactured articles of pastes similar to L. K ....

casein, etc., 10 to 50 grams.
Manufactured articles of pastes similar to L. K ------

casein, etc., 50 to 100 grams.
Manufactured articles of pastes similar to L. K ------

casein, etc., over 100 grams.
Paper, 50 to 100 grams, per square meter- .. L. K
Paper, more than 100 grams, per square L. K ------

meter.
Paper, cut in strips ------------------------ L. K ------

----- do ------------------------------------- L. K ------
Paper for dressing table and toilet -------- L. K ------
Advertisements, calendars, and catalogs --- L. K ....
Beacons, lamps, lanterns, or reflectors ----- L. K ------
Linoleum ---------------- . -. ---......... L . K ------
Dry electric cells -------------------------- L. K ------
Threshers of any kind --------------------- G. K ------
Passenver elevators .---------------------- G. K ------
Machines, up to 100 kilograms ----------- G. K ------
Machines, more than 100 kilograms ------- 0. K ------
gewing machines -------------------------- 0 . K ....
Raio receiving apparatus with cabinet -- - L. K ....
Electric fans and ventilators -------------- L. K ....
Electric irons ----------------------- L. K ....
Electric stoves, up to 40 kilos ------------- L. K ....
Electric stoves, more than 40 kilos -------- 0. K ....
Electric lamps of gas, mercury, or other G. K ....

eleetrieal system.
Tubes for radios --------------------------- Each ....
Parts and repair pieces for radios --------- L. K ------
Calculating machines ---------------------- L. K ------
Machines for registering sales -------------- L. K .--
Apparatus for reproducing writing -------- G. K ------
Typewriters ----------------------- L. K ....
Stoves and heaters, not electric, 40 to 150 G. K ------

kilograms.
Fire extinguishers ------------------------- 0. K ....
Rubber belting ---------------------------- G. K -----
Made-un packing -------------------------- G. K ------
Spark plugs ------------------------------- 0 . K ....
Pistons ------------------------------------ G. K ...
Phonographic apparatus ------------------- L. K ....
Radio-nhonoraph combinations --------- L. K .
Separate parts and repair pieces for phono- L. K ....

graphs.
Phonograph records ----------------------------------
Cinematographic apparatus, up to 20 kilos. L. K ....
Cinematographic apparatus, more than 20 L. K ....

kilos.
Passenger automobiles, up to 4 cylinders-.- Each ------
Passenger automobiles, 4 to 6 cylinders, 6 Each ....

passengers.
Passenger automobiles, 4 to 6 cylinders, 6 Each ------

to 9 passengers.
Passenger automobiles, 6 to 8 cylinders, 6 Each ------

pssengers.
Passenger automobiles, 6 to 8 cylinders, Each ------

6 to 9 passengers.
Passenger automobiles, more than 8 cylln- Each ------

ders.
Omnibusses ------------------------------- Each ....
Trucks, up to 4 cylinders ------------------ Each ------
Trucks, more than 4 cylinders ------------ Each ------

5.10
4.30
1.00

20.00
or
40.00

.08

.50

.25

.25
10.00

8.00

6.00

2.50

.14

.10

.80

.60

.26
3.00
2.40
1.00
.80
.04
.06
.08
.06
.10

1.20
.80
.30

1.0
.15
.40

.05

.40
1.00
.60
.50
.60
.15

.10

.75

.40
.50
.50

1.20
1.20
1.20

(1)
1.00

.60

250.00
700.00

700.00

700.00

700.00

2000.00

2000.00
100.00
300.00

5.10
4.30
1.00

20.00

.08

.50
.25
.25

10.00

8.00

6.00

2.50

.14

.10

.80

.60

.26
3.00
2.00

.50

.80

.02

.02

.04

.03

.05
1.00
.50
.30

1.00
.15
.40

.03

.20

.50

.40
.25
.60
10

.05

.75

.40

.25

.45
1.00
1.00

.60

)
.50
.50

250.00
700.00

700.00

700.00

700.00

2000.00

1600.00
100.00300.00

2.80 and 15%.
3.20 and 20%.
0.40 and 5%.
22.00.

0.10 and 3%.
0.15 and 2%.
0.01 and 1%.
0.07 and 1%.
5.35 and 40%.

3.20 and 20%.

2.30 and 20%.

0.35 and 10%.

0.10 and 20%.
0.07 and 15%.

0.55 and 10%.
0.20 and 10%.
0.15 and 15%.
1.05 and 30%.
0.65 and 10%.
0.20 and 30%.
0.30 and 25%.
0.02.
0. 03.
0.04.
0.01 and 1%.
0. 01 and 1%.
0. 45 and 5%.
0. 25 and 4%.
0. 60 and 5 .
0. 65 and 1n%.
0. 06 and 10.
0. 15 and 51, , .

0.02 and I%.
0.06 and 1%.
0.15 and 1%
0.20 and 2 .
0.02 and 2%.
0.50 and 5%.
0.05 and 5%.

0.03 and 1.
1.10 and 25%.
0.20 and 3%.
0.15 and 1%.
0.15 and 4%.
0.40 and 10%.
0.50 and 5%.
0.30 and 3%.

(i).
0.30 and 19
0.25 and

300 and 10''.
300 and 0E.

300 and 10%.

400 and 8%.

400 and 8%.

900 and 8%.

800 and 8%.
200 and 9%.
200 and 5%.
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List of items in schedule I of the trade agreement with Mexico showing pre-
agreernent duties, concessions obtained by the United States in the agreement,
and present Mexican import duties.Continued

Mexican Preagree- Agree- Present duty
tariff Brief description Unit meant meant (pesos and ad

fraction duty duty valorem)
(pesos) (pesos)

9.52.12 Trucks ------------------------------------ Each ------ 300.00 300.00 200and5%.
9.52.31 Chasis of automobiles --------------------- Each ------ 100.00 100.00 40 and 1%.
9.55.10 Tractors ---------------------------------- G. K .03 .02 0.03.
9.56.27 Repair parts and pieces for automobile L. K ...... .80 .40 0. 20 and 4%.

bodies.
9.56.32 Pneumatic tires, up to 10 kilos ------------ G. K ------ 2.00 1.60 0.45 and 20
9.56.33 Pneumatic tires, more than 10 kilos ------- G. K ------ 2.50 2.50 1.05 and 35907
9.56.36 Wleels with ties -------------------------- G. K ----- 2.00 1.60 0. 5 and 20%.9.56.38 Wheels without tires ---------------------- G. K ----- 1.00 .75 0.30 and 20%.
9. 56. 40 Motors for automobiles and parts --------- L. K ------ .30 .20 0. 08 and 2%.
9.56.42 Parts and repair pieces for automobile L. K ...... .80 .40 0.15 and 10%.

chassis.
9.56.88 Pneumatic rubber tires (extra size) -------- . K .50 .30 0. 05 and 5%.

United States exports of leading commodities in order of magnitude of value
and by principal markets for 1947

1947
domestic

Commodity exports Principal markets in order of importance
(millions

of dollars)

Total exports of domestic merchan-
dise.

Total exports of commodities listed.-

Wheat, including flour .........
Merchant vessels ----------------
Coal_-.
Cotton cloth ....................

Motortrucks, busses, and
chassis.

Raw cotton .....................
Passenger cars and chassis -------

Leaf tobacco ---------------------
Tractors and parts .............

Metalworking machinery --------
Lubricating oil_ --........
C orn ----------------------------
Milk and cream ..............

Piece goods, wholly or chiefly of
synthetic fibers.

Paper ..........................

Motor fuel and gasoline ---------
Iron and steel bars and rods ....
Tubular steel products and fit-

tings.
Radio apparatus ..............
Tires -..........................

Office appliances ----------------
Iron and steel sheets -------------
Textile machinery .............
Eggs petroleum................
Crude petroleum------------- ....
Structural iron and steel ........

Internal combustion engines ...
Well and refining machinery. - - -
L ard ----------------------------
M illed rice ----------------------
Tin plate -----------------------

14,278

7,002

892
625
619
493

459

416
352

271
222

200
195
167
149

147

144

135
125
118

114
111

102
100
99
99
98
96

95
94
91
88
86

Italy, France, Germany, Netherlands, Brazil.
Panama, Italy, France, Norway, Netherlands.
Canada, France, Italy, Belgium Sweden.
Canada, Philippine Republic, Union of South Africa,

Australia, Argentina.
Argentina, Brazil, Mexico, Canada, Cuba.

China, United Kingdom, Japan, France, Canada.
Canada, Brazil, Union of South Africa, Argentina,

Belgium.
United Kingdom, Netherlands, Australia, China.
Canada, Argentina, France, Mexico, Union of South

Africa.
Canada, U. S. S. R., France, United Kingdom, Sweden-
United Kingdom, India, Australia, Italy, Brazil.
Italy, France, Germany, Canada, United Kingdom.
Belgium, United Kingdom, Philippine Republic,

Venezuela, France.

Philippine Republic, Australia, India, Cuba, Canada.

Canada, Cuba, Mexico, Philippine Republic, Union of
South Africa.

United Kingdom, Canada, France, Australia, Mexico.
France, Argentina, Canada, Netherlands, Sweden.
Venezuela, Canada, Mexico, Saudi Arabia, Argentina.

Brazil, Canada, Argentina, Mexico, Cuba.
Argentina, Sweden, Belgium, Netherlands, Philippine

Republic.
Canada, Argentina, Brazil, United Kingdom, Belgium.
Canada, Argentina, Sweden, Brazil, Switzerland.
Canada Brazil, Mexico, Argentina, Colombia.
United kingdom, Switzerland, Mexioo.
Canada, France.
Canada, Venezuela, France, Mexico, Argentina,

Brazil.
Canada, Brazil France, Mexico, Argentina.
Venezuela, U. . S. R., Argentina, Canada, Colombia.
Cuba, France, Italy, Mexico, United Kingdom.
Cuba, Philippine Republic.
Australia, Brazil, Argnina, Canada, Netherlands.

Source: Official publications of U. S. Department of Commerce, Feb. 24, 1949.



United States imports for consumption of important items in 1947,1 with notation as to principal sources

[Quantities and values expressed in thousands)

Total, all countries
Commodity Unit of quantity Principal sources

Quantity Value

Coffee, raw or green --------------------------------------------- Pounds ------------------ 2,495, 700 $598,699 Brazil, Colombia, El Salvador.
Cane sugar ------......------------------------------------------- do -------------------- 8,330,049 410,516 Cuba.
Standard newsprint paper --------------------------------------------- do -------------------- 7,915,666 343,192 Canada Newfoundland and Labrador, Finland.
Rubber, crude ---------------..--------------------------------------- do ------------------- 1,593, 897 318,232 British falaya, Ceylon, Netherland Indies.
Chemical wood pulp -------------------------------------------- Short tons ----------------- 2,018 238, 149 Canada, Sweden, Finland.
Wool, unmanufactured ------------------------------------------ P ounds, clear content ----- 401,765 208,943 Australia, Argentina, Uruguay.
Copper, unmanufactured ---------------------------------------- P ounds, copper content.-. 905,646 175,369 Chile, Mexico, Canada.
Petroleum, crude ------------------------------------------------- Barrel -------------------- 99,315 161,624 Venezuela, Colombia, Mexico.
Cocoa or cacao'beans -------------------------------------------- Pound ------------------- 598, 240 152,359 Gold Coast, Brazil, Nigeria.
Diamonds, including industrial diamonds ------------------ Crat ------------------- 5,460 109,594 Union of South Africa, Belgium.
Burlaps and other woven fabrics wholly of jute, n. s. p. f ------- Pound ------------------- 541,517 109,019 India.
Copra ------------------------------------------------------------ ----- do ------------------- 1,355,321 107, 429 Philippine Republic.
Residual fuel oil -------------------------------------------------- Barrel ------------------- 58,608 77, 327 Curagao.
Cigarette leaf, unstemmed ----------------------------- Pound ------------------ 58,811 52, 177 Turkey, Greece.
Raw cotton, except linters ----------------------------------------- ----- do -------------------- 169,361 51,911 Egypt, Mexico, India, Peru.
Bananas ------------------------------------------ Bunch ------------------- 60, 105 49,586 Guatemala, Mexico, Honduras, Haiti.
Whisky ------------------------------------------ Proof gallon --------------- 10, 567 49,462 United Kingdom, Canada.
Watches and watch movements ------------------------- Number ----------------- 7,757 42,910 Switzerland.
Tin bars, blocks, pigs, grain, or granulated ---------------------- Pound ------------------- 55, 774 42, 685 British Malaya Belgian Congo, Siam.
Fur skins, undressed (lamb, caracul, sheep, goat, and kid) ------ Number ----------------- 10,590 42,037 Soviet Unian, Union of South Africa, Iran.
Old brass and clippings from brass or Dutch metal, for remanu- Pound, copper content --- 158,387 41,569 United Kingdom.

facture.
Softwood lumber, spruce ---------------------------------------- Board feet ---------------- 579,067 40,039 Canada.
Goat and kid skins, dry and dry salted -------------------------- Pound ------------------- 57,096 38,813 India, Bratil, Argentina, Ethiopia, Nigeria.
Lead pigs and bars --------------------------------------------- Pound, lead content ------- 317, 414 38,009 Mexico, Canada.
Tung oil ---------------------------------------------------------- Pound ------------------ 121,564 35, 358 China.
Nickel pigs, Ingots, shot, cubes, grains, cathodes, or similar forms ---- do -------------------- 117,002 35, 269 Canada.

(include scrap).
Linseed oil, and combinations and mixtures in chief value of such ---- do -------------------- 117,326 34, 245 Argentina.

ofl.
Sisal and henequen fiber, unmanufactured ------------------ Ton ----------------------- 117 31,503 Mexico, Haiti, British East Africa.
Asbestos, manufactured -------------------------- do --------------------- 531 29,822 Canada, Union of South Africa, Southern Rhodesia.
Manila or abaca fiber, unmanufactured --------------------------- do --------------------- 78 29,439 Philippine Republic.

Total of above items ---------------------------------- -- -------------------- --------- 3, 695, 286
Total free and dutiable imports for consumption --------------------------------------- 5,644,628
Percent total of above items Is of total free and dutiable ----------------------------------- 65. 5

imports.

Preliminary.

Source: Compiled from official statistics of the U. S. Department of Commerce.



United States imports for consumption of important dutiable items in 1947,1 with notation as to principal sources

[Quantities and values expressed in thousands]

Total, all countries
Commodity Unit of quantity Principal sources

Quantity Value

C ane sugar -------------------------------------------------------
Petroleum , crude (taxable) ---------------------------------------
Wool, except hair of camel, Angora rabbit, Alpaca llama, vicuna,

Cashmere goat, and other like animals.
Burlaps and other woven fabrics of jute, n. s. p. f ---------------
Diamonds, cut but unset, suitable for jewelry --------------------
Cigarette leaf, unstemmed .......................................
Whisky .. d.watch. mo.e.ent.-..................................
Residual fuel oil (taxable)............................-------
Y atches and watch movements -----------------id brass and alippinzs from brass or Dutch metal for remanufac-

ture (taxable).
Softwood lumber, spruce ............................
Lead pigs and bars ...............................................
Nickel pigs, ingots, shzt, cubes, grains, cathodes or similar forms

(include scrap).
Linseed oil, and combinations and mixturesn chief value of such oil.
Raw cotton (except linters) staple 1 % inches and over ...........
Cigar leaf (filler) unstemmed and stemmed ......................
Castor beans ....................................................
Molasses, not used for the extraction of sugar, or for human con-

sumption.
Manganese ore (including ferruginous) or enentrates, and man-

ganiferous iron ore, containing more than 10 percent of manga-
nese.

Tomatoes, natural state.............................
Eristles, sorted, bunched, or prepared...................
Softwood lum ber, pine -------------------------------------------
Zinc-bearing ores (except pyrites containing not more than 3 per-

cent zinc).
Quebracho extract ................................................
Zinc scrap, dross and skimmings, blocks, pigs, or slabs-_
Pepper, unground (black and white) -----------------------------
A lcohols, n . e. s ---------------------------------------------------
Olives, in brine (green, ripe, pitted, or stuffed) -------------------
C arnauba w ax ----------------------------------------------------
Filaments of rayon or other synthetic textile (including sliver,

tops and roving.

Total of above items ........................................
Total dutiable Imports for consumption --------------------
Percent total of above item is of total dutiable imports ....

Pound --------------------
B arrel ---------------------
Pound, clean content ....

Pound --------------------
Carat ....................
Pound --------------
Proof gallon ---------.-.-
B arrel ---------------------
Number ..................
Pound, copper content- -..

Board feet ----------.-.--
Pound, lead content .....
Pound ..............

-----do .....
-----do .............
-----d o ---------------------
-.-do ....................

G allon --------------------

Pound, manganese con-
tent.

Pound .............. .
--do ....................

Board feet ................
Pound, zinc content -------

Pound ...................
-----d o ---------------------
-----d o ---------------------

----------------------------

G allon --------------------
Pound ...................

----- do .... --..............

-- -- - - - -- - - - - - -

"-''--:'--:--::---------"I

I Preliminary.

Source: Compiled from official statistics of the U. S. Department of Commerce.

8,330,049
99,315

258, 496

541,517
348

68, 811
10,667
32, 783

7, 757
159, 387

579, 067
317, 414
117,002

117, 326
8, 223
21,929

276,807
155,005

1,255,791

263,275
6, 167

272,891
584,297

21.5, 548
154,338

40, 567

7,212
11,836
36,054

:-----------

$410, 516
161,624
156, 595

109,019
53,472
62, 177
49,462
45,020
42,910
41, 569

40,039
38,009
35,269

34,245
33,697
29,254
24, 686
23, 035

21,360

21,141
19,093
18, 755
18, 499

15,387
15,262
15,240
15,165
14,538
13, 653
13,018

1, 581,709
2,211,591

71.5

Cuba.
Venezuela, Colombia, Mexico.
Australia, Uruguay, Argentina.

India.
Belgium, Union of South Africa.
Turkey, Greece.
United Kingdom, Canada.
Curacao.
Switzerland.
United Kingdom.

Canada.
Mexico, Canada.
Canada.

Argentina.
Egypt, Peru.
Cuba.
Brazil.
Cuba, Mexico, Dominican Republic.

Soviet Union, India, Gold Coast, Union of South Africa.

Mexico.
China.
Canada, Mexico.
Mexico, Peru, Canada.

Argentina, Paraguay.
Canada, Japan.
India, Netherland Indies.
Cuba.
Spain.
Brazil.



List of articles included with public notices dated Nov. 5 and Dec. 17, 1948, of intention to negotiate at Annecy, Prance, with 1930 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates

'N o .- The artl listed are those on which Uni Sttes tar concesio might be csidered in the negotiations to begin on Apr. 11, 1949, at Annecy, France. Inclusion
of a given article on this list does not necessarily mean that a concession will be made on that article. The Trade Agreements Committee will make Its reeomendations to thePresident only after careful study of all available information. Actual making of conessions will dend/of course, on the outcome of the negotiations. The rates specified

.under the eading "50 percent of January 1, 1945 rate represent the minimum rates Which the Predent could proclaim under the Trade Agreements Act as extended. In
arriving at these rates account has been taken oisubsecs. (d) (1), (2), and (3) of sec. 350 of the Tariff Act of 1930, as amended.]

Tariff Act 50 percent of Jan. 1,
of 1930, Item Tariff Act of 1930 rate Present rate 1945, rate

Par.

10 ------------

38 ........

753 ---------

1530 (a) ----

18P2 --------

1654 ---------

1668 .........

1670 ---------

1734 .........
1744 ----------

228 (b) ------

353 --------

COLOMBIA

Balsams, natural and uncompounded, not containing alcohol:
Tolu ---------------------- t ---------------------------------- I .---------------------

Extracts, dyeing and tanning, not containing alcohol:
Mangrove -----------------------------------------------------------------------------

Cut flowers, fresh, dried, prepared, or preserved:
Orchids -------------------------------------------------------------------------------

Hides and skins of cattle of the bovine species (except hides and skins of the India water
buffalo imported to be used in the manufacture of rawhide articles), raw or uncured, or
dried, salted, or pickled.

Ipecac, natural and uncompounded and in a crude state, not advanced in value or condi-
tion by shredding, grinding, chipping, crushing, or any other process or treatment what-
ever beyond that essential to proper packing and the prevention of decay or deteriora-
tion pending manufacture, not containing alcohol.

Coffee, except coffee imported into Puerto Rico and upon which a duty is imposed under
the authority of section 319.

Emeralds, rough or uncut, and not advanced in condition or value from their natural
state by cleaving, splitting, cutting, or other process, whether in their natural form or
broken, not set.

Dyeing or tanning materials:
Divi-divi, whether crude or advanced in value or condition by shredding, grinding,

chipping, crushing, or any similar process, not containing alcohol, and not specially
provide for.

Ores of the platinum metals .-------------------------------------------------------------
Platinum, unmanufactured or in ingots, bars, sheets, or plates not less than one-eighth of

one inch in thickness, sponge, or scrap.

DENMARK

All optical instruments frames and mountings therefor, and. parts of any of the foregoing;
all the foregoing, finished or unfinished, not specially provided for:

Range finders designed to be used with photographic cameras ------------------------
Articles having as an essential feature an electrical element or device, and parts thereof,

finished or unfinished, wholly or in chief value of metal, and not specially provided for:
Internal combustion engines, other than carburetor type, if of the horizontal type and

weighing over 5,000 pounds each, and parts thereof.
Internal combusion engines, other than carburetor type, and not of the horizontal type,

weighing over 2,500 pounds each, and parts thereof.

100/%---------------

15% ------------------

40% ------------------
10%/ ---------------

Free -----------------

Free -----------------

Free -----------------

Free -----------------

Free -----------------
Free --------------

500 --------------------.

75% ----------------

25% ------------------
5% ----------------

2 %.

12%%.2.0

Bound free ----------. I Free.

Bound free ----------

Bound free ----------

Free.

Free.

Bound bee ----------- Free.

Free -----------------
Bound free ------------

45% ---------------- 1 45% .------------

35% .................

35% ------------------

35% -----------------

35% ..................

Free.
Free.

22%%.

17%%.
17%%.

x
!-4.

0

t4



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1980 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates-Continued

Tariff Act 50 percent of Jan. i,
of 1930, Item Tariff Act of 1930 rate Present rate 1945, rate

Par.

355 ---------

372 -----------

397 ---------

412 -----------
709 -------

710 .........

763 .........

764 .........

...... ....

1405 .........
1511 .........

1527(a) ----

1547 (a) -----

1558. ........

1679 ---------
1751 .........

DENMARK

Knives, forks, steels and cleavers, of a class or kind provided for in paragraph 355, Tariff
Act of 1930, with handles of silver (other than plated with silver) or other metal than
aluminum, nickel silver, iron or steel, all the foregoing not specially designed for other
than household, kitchen, or butchers' use.

AU other machines, finished or unfinished, not specially provided for, and parts thereof
wholly or in chief value of metal or porcelain, not specially provided for:

Internal combustion engines, other than carburetor type, if of the horizontal type and
weighing over 5,000 pounds each, and parts thereof.

Internal combustion engines, other than carburetor type, and not of the horizontal
type, weighing over 2 500 pounds, each, and parts thereof.

Articles or wares not specially provided for, whether partly or wholly manufactured:
Composed wholly or in chief value of silver --------------------------------------------

Spring clothespins -------------------------------------------------------------------------
Butter, when entered, or withdrawn from warehouse, for consumption during the period

from April 1 to October 31, inclusive, in any year.
Cheese:

Having the eye formation characteristic of the Swiss or Emmenthaler type -----------

Blue-mold, in original loaves (not including Roquefort cheese) .......................

Grass seeds and other forage crop seeds:
Orchard grass -------------------------------------------------------------------------

Other garden and field seeds:
Cabbage -------------------------------------------------------------------------------
Cauliflower ----------------------------------------------------------------------------

Aquavit:
Containing over 23 percent sugar -----------------------------------------------------
Other ---------------------------------------------------------------------------------

Gummed papers, not specially provided for -----------------------------------------------
Cork, commonly or commercially known as artificial oompositio.i, or compressed cork, in

the rough and not further advanced than slabs, blocks, planks, rods, sticks, or similar
forms.

Jewelry, commonly or commercially so known, finished or unfinished (including parts
thereof): (2) All other, of whatever material composed, valued above $5 per dozen pieces.

Works of art: (2) Statuary, sculptures, or copies, replicas, or reproductions thereof, valued
at not less than $2.50, and not specially provided for.

Articles manufactured, in whole or in part, not specially provided for: Brewers' yeast, not
containing alcohol.

Natural flint, natural flints, and naturalflint stones, unground ---------------------------
Rennet, raw or prepared -------------------------------------------------------------------

160 each plus 45% ....

274% ...............

274% ...............

OV65 ---------------
1%0a gross ...........

lb -----------------

70 a lb., but not less
than 35%.

70 a lb., but not less
than 350.

50 a lb -----------------

120 lb -----------------
250 lb -----------------

$5 per proof gallon
$5 per proof gallon----.

Ib -- ----------------
1( lb ---------------

110%/ ---------
20% .. . . . . . . . .

20%----------------
Free .................
Free .................

16f each plus 35% ....

27%% ---------------

27 % ---------------

32%% ---------------
10 a gross -----------
140 b ...............

50 a lb., but
than 20%.

50 a lb., but
than 25%.

not less

not less

50alb ----------------

6f ib .............
24 lb ............-- - -

$1.25 per proof gallon..
$2.50 per proof gallon..
U bI----'--'--.---"

55% ...........5v5b%--------------

200% .----------------

20% / ---------------
Free ------------------
Frec ----------------

80 each plus 1714%.

13%%.

13Y4%.

25%.
50 a gross.
70 lb.

2340 a lb.. but not less
than 10%.

2 40 a lb., but not less
than 13%%.

2%0 a lb.

30 1b.
12AO lb.

$1.25 per proof gallon.
$1.25 per proof gallon.
2W4€ lb.
50 lb.

10%.
10%.

Free.
Free.



501 -----------

502 .. .........

502 .. ........

601 .. .........

60 ------
710 0-- ........

746 .. .........
747 -- ---------
751 ... .......

752 ........

752 ........
765 ---------
777 (b) -----

1670 .........

10 ...........

28. (a) .........
1654 ---------

DOMINICAN REPTUBLIC

Sugars, tank bottoms, sirups of cane Juice, melada, concentrated melada, concrete and
concentrated molasses, and all mixtures containing sugar and water.

Molasses and sugar sirups, not specially provided for (except molasses and sugar sirups
containing soluble nonsugar solids, excluding any foreign substance that may have been
added or developed In the product, equal to more than 6 per centum of the total soluble
solids).

Molasses not imported to be commercially used for the extraction of sugar or for human
consumption.

Filler tobacco (except cigarette leaf tobacco) not specially provided for, unstemmed or
stemmed.

Scrap tobac co -----------------------------------------------------------------------------
Cheese (except cheese having the eye formation characteristic of the Swiss or Emmenthaler

type; Gruyere process-cheese; Roquefort and other blue-mold cheeses, in original loaves;
Romano, Pecorino, Reggiano, Parmesano, Provoloni, Provolette, Sbrint, and Goya
cheeses, in original loaves; Cheddar cheese, not processed otherwise than by division
into pieces; Bryndza cheese, in caaks,.barrels, or hogsheads,,welghing with their contents
more than 200 pounds each: and Edan and Gouda cheeses).

Mangoes ..................................................................................
Pineapples, candied, crystallized, or glae ..................................
Jellies Jams, marmalade, and fruit butters: Guava (except Jelly and marmalade); pine-

apple; mango, paya; namely colorado (caloearpum mammoeum); sweetsop(annona
jquamoa); soursop (nnona muricata); sapodilla (Iapoaa achra); cashew apple (anocar-

dium occdenta/e); and currant and other berry (except Jellies).Guavasq, pro pared or preserved, not specially provided for (not including guavas in brine,
pickled, dried, desiccated, or evaporated).

Mango paste and pulp and guava paste and pulp-...................................Black-eye owpeas, dried, or in brine
Cocoa and chocolate, sweetened, in any rorm (other than in bars or blocks weighing ten

pounds or more each), whether or not prepared, and valued at less than 10 cents per
pound.

Dyeing or tanning materials, whether crude or advanced in value or condition by shred-
ding, grinding, chipping, crushing, or any similar process, not containing alcohol, and
not specially provided for: All articles ol vegetable origin used for dyeing, coloring, or

cally mentioned by name in paragraph 1670, Tariff Act of 1930).

El. SALVADOR

Balsams, natural and uncompounded, not containing alcohol:

eserufr

All other (not including copaiba, fir or Canada, tolu, and styrax) ...............
Natural alizarin and natural indigo .......................................................
Coffee, except coffee imported into Puerto Rico and upon which a duty is imposed under

the authority of section 319.

2.50 lb ---------------- 0.68750 lb ----------- 0.468750 lb.

0.250 gal ------------ 0.250 gal -------------- 0.12,40 gal.

0.030 lb. of total sugars. 0.030 lb. of total sugars.

Unstemmed, 35% lb -_.
Stemmed, 500 lb -----
350 lb..
70 lb.; 35% minimum--

150 lb ---------------
3501,e
35% ..............

35% ------------------
350/t

40% ..................

$5.00 gal .............
F ree ------------------

70 it. plus 45% W .. ":
Free ...............

350 lb.' ..............
500 lb.'..............
350 lb.' --------------
70 lb.; 85% minimum..

4.lb

4l .............

410 lb-- ----

35 ga-..........

Free...............
24 ,% -----------------

40% ..................

$2.25 gal ---------------

70 lb. plus 45%.. ......
Bound free ...........

0.01%0 lb. of
sugars.

174f lb.
250 lb.
17% lb.
33, 0 lb.; 173%

mum.

3Y4O€ lb.

10%.

14%.
3 0 lb.
20%.

$1.25 gal.
Free.

Free.

I After 22,000,000 bls. of filler and scrap have been entered from Cuba, rates of 21f for unstemmed and scrap and 300 for stemmed are applicables.

total

mini-



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1980 Tariff Act
rates of duty, present rates, and rates 60 percent of Jlan. 1, 1946 rates-Continued

Tarif Act
Of 1960,

Par.
Item Tariff Act of 1930 rate

____________________________ I ___________________________________________

234 (a) -------

05..s ......

405-- - - - -
412 .........

710 .........

1402 ----------

1405 ----------

FINLAND

Granite suitable for use as monumental, paving, or building stone, not specially provided
for:

Hewn, dressed, pointed, pitched, lined, or polished, or otherwise manufactured -------
Unmanufactured, or not dressed, pointed, pitched, lined, hewn, or polished -----------

Knives, forks, steels, and cleavers, ofra class or kind provided for in paragraph 355, Tariff
Act of 1960:

With handles of hard rubber, solid bone, celluloid, or any pyroxylin, casein or similar
material (except table, carving, cake, pie, butter, fruit, cheese, and fish kives, forks,
steels, and cleavers).

With handles of materials other than those specifically mentioned in paragraph oS5
Tariff Act of 1930, If specially designed for other than household, kitchen, or butchers
use (except hay forks and 4-tined manure forks, 4 inches in length or over, exclusive
of handle):

With handles of wood or wood and steel, or of nickel silver, or of steel other than
austenitic:

If less than 4 inches in length, exclusive of handle --------------------------------
If 4 inches in length or over, exclusive of handle ----------------------------------
Other, If 4 inches, in length or over, exclusive of handle ---------------------------

,Birch plywood -----------------------..-------------------------------------------------
Manufiwtures of wood or bark, or of which wood or bark is the component material of chief

valu, not specially provided for:
fobwholly of wood, suitable (or thread (not including bobbins) ----------------

Dor ------------------------ ----------------------------------
Reindeer meat, fresh, chilled, or frozen, not specially provided for ------------------------
Cheese:

Having the eye formation characteristic of the Swiss or Emmenthaler type ----------

Gruyere proces-cheese--------------------------------------------------------------

Paperboard and pulpboard, including cardboard, not plate finished, supercalendered or
friction calendered, laminated by means of an adhesive substance, coated, surface stained
or dyed, lined or vat-lined, embossed, printed, decorated, or ornamented in any manner,
nor cut into shapes for boxes or other articles and not specially provided for (except pulp-
board in rolls for use in the manufacture of wallboard; wallboard; insulating board;
fiberboard; leather board or compriss leather; and strawboard).

Grease-proof and imitation parchment papers which have been supercalendered and
rendered transparent or partially so, by whatever name known.

60%/ ---------------
250 per cubic foot ----

8 ea.+45% ----------

20 ea. +45% ----------
9t ea. +45% ---------
8008.+45% --------
50% ------------------

33% -----------
33 0--%-----------
6t lb -----------------

70 lb., but not less
than 35%.

70 lb., but not less
than 35%.

10% ..................

3t lb. plus

Present rate 50 percent of Jan. 1,
1945, rate

30% 1--------------5%.
1234j per cubic foot .... 6%0 per cubic foot.

80 ea.+35% ---------- 40 ea.+1734%.

40ea+5o------
ftea. +35% ---------
2Wp----------------

P25 --------------

5t lb., but not less
than 2o%.

ft lb., but not less
than 20%.

10. ------------------

30 lb. plus 15% --------

l0 ea. +12%%.2 ea. +12%%.
40 ea. +17%%.

12M%.
16'%
30 lb.

2U b., but not less
10%.

2 lb., but not less
I n Wl.p%.

5%.

l34¢ lb. plus 734%.

0
0



1409 ----------

1516 ----------

17l6 ----------

10..
38 -----
53 ---
328----

601.

740 -----------

742 ....

Y744 ----------

781-- - - - -

1519 (b) -------

1545 ----------

1646 . ....

1672 - - ---
1686 ----------
1732 .........

Wrapping paper not specially provided for (except strawboard and straw paper known as
wrapping paper, less than 0.012 but not less than 0.008 inch in thickness):

S u lp h ate ------------------------------------------------------------------------------
Other (including suiDhite) ------------------------------------------------------------

Matches, friction or lucifer, of all descriptions, in boxes containing not more than 100
matches per box.

Manufactures of wax, or of which wax is the component material of chief value, not ape-
ialy provided for:
Ski wax ..............................................................................

Mechanically ground wood pulp, chemil wood pulp, unbleached or bleached ------------
Standard new sprint paper .................................................................

GRglr Z

Balsams natural and uncompounded, not containing alcohol: Styrax ....................
Extracts, dyeing and tanning, not containing alcohol: Valonia ...--.......................
Oils vegetable: Olive, not specially provided for -----------------------------------------
Cylindrical and tubular tanks or vessels, for holding gas, liquids, or other material, whether

full or empty.
Filler tobacco not specially provided for, if unstemmed: Cigarette leaf tobacco (except

smoke-cured, having the flavor and aroma characteristic of smoke-cured Latakia leaf
tobacco).

FJgSs fresh dried or in brine:
i alued less than 70 per lb -------------------------------------------------------------
V alued 7 or m ore per lb --------------------------------------------------------------

Currants, Zante or other .................................................................
Olives of a class or kind of which Greece is a major supplier:

Green olives in brine I ...............................................................
R ipe olives in brine 2 ................ . ...............................................
Fitted and stuffed olives in brine 2 ---..------------...................................
D ried ripe olives £ ----------------------------------------- .-.............
O lives, n . a. p . f.S ------------------------------------------------------------. .....

Mixed spices, and spices and spice seeds not specially provided for, including all herbs or
herb leaves in glass or other small packages, for culinary use: Bay leaves.

Manufactures of fur (except silver or black fox), further advanced than dressing, prepared
for use as material (whether or not joined or sewel together), including plates, mats,
linings, strips and crosses (except plates, mats, linings, strips, and crosses of dog, goat,
kid, squirrel, h6are, and lamb and sheep other than caracul and Persian lamb): Plates,
mats, linings, strips, and crosses, if dyed.

Sponges, not specially provided for (except hardhead or reef and n't including sponges
commercially known as sheepswool, 4yellow, grass, or velvet).

Manufactures of sponges, or of which sponge is the component material of chief value, not
specially provided for.

E m ery ore ............................... ................................................
Natural gums, natural gum resins, and natural resins, not specially provided for: Mastic...
Oils, expressed or extracted: Olive, rendered unfit for use as fod or for any but mechanical

or manufacturing purposes.

30%.
30% -- - - - - -- - -
2.. per 144 boxes..

20% -------------------
Free_
F ree ------------------

10% ad val ------------
15% ad val
6 W lb ----------------
25% ad val ------------

20%------

17W per 144 boxes.

20% ..................
Bound free ------------
Bound free ...........

10% ad val ..........
7%% ad val ..........
6W lb lb ...
25% ad val

35 lb l--------------- 30 lb ................

50 lb ------------------
50 lb ------------------
2€ 1b lb ----------------

20f gal ----------------
300 gal ----------------
300 gal ----------------
50 lb .................
O Ib ........ ... .....

25% ad val ------------

40% ad val ------------

15% ad val.

25% ad val.

F ree ------------------
Free _
F ree ------------------

50 lb ------------------
30 lb..
24 lb .................

200 gal ..............
30 gal ..............
300 gal ..............
5 Ib .................
SO lb .................
25% ad val ------------

10 pr x%.8%0 per 144~ boxes.

10%.
Free.
Free.

5% ad val.

3%o ad val.3Y t lb.
15% ad val.

150 lb.

2W lb.
1%0 lb.
10 lb.

100 gal.
15 gal.
150 gal.
2W lb.
2J lb.
12% ad val.

40% ad val ---------- 20% ad val.

15% ad val ---------- 7%% ad val.

25% ad val.._.....

Free.............
Free .................
Free ................

12%% ad val.

Free.
Free.
Free.

I The above listing of all types of olives is presented only to indicate the rates of duty. If a concession is made in the negotiations it will be limited to "a class or kind of which
Oreece is a major supplier,"

0

04

0
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List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, Prance, with 1930 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates-Continued

Tariff Act 60 recent of Jan.1of 1980, Item Tariff Act of 1930 rate Present rate 10 per ePr.1945, rate

746 ..........
42.........

739 ---------
751 ----------

752 ---------

752 -----------
802-- - - - -1629 (a) -------

1629 ()
1530 (e) ---

1537 (a) ----

1670 ----------

1684 ----------

1731 ----------

1789 ----------

HAITI

Essential and distilled oils, not specially provided for, not mixed or compounded with or
containing alcohol: Vetivert oil.

Manufactures of wood or bark, or of which wood or bark is the component material of chief
value, not specially provided for: Trays, bowls, platters, lamp bases, bookends and
similar household wares, of which mahogany is the component material of chief vahe.

Orange peel, crude, dried, or in brine ------------------------------------------------------
M a n g o e s . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Pineapples, candied, stallized, or glace ........................ ...............--- "_""---
Jellies jams, marmalades, and fruit butters: Guava (except Jelly and marmalade); pine-

apple; mango; papaya; mamey colorado (calocarpum mammoeum); sweetsop (annona
7squamoaa); soursop (annona muricata); sapodilla (8apota achras); cashew apple (anacar-
dium occidmiale); and currant and other berry (except Jellies).

Guavas, prepared or preserved, not specially provided for (not including guavas in brine,
_pickled dried, desiccated, or evaporated).

mango paste and pulp and guava paste and pulp .....................................
Braids wholly or in chief value of vegetable fiber other than cotton (except braids suitable

for making or ornamenting hats, bonnets, or hoods), loom woven and ornamented in the
process of weaving, or made by hand, or on a lace knitting, or braiding machine.

Articles (except hats and other wearing apparel) wholly or in part of braids ------------------
Boots, shoes, or other footwear (including athletic or sporting boots and shoes) the up,pers

of which are composed wholly or in chief value of wool, cotton ramie, animal hair, fiber,
rayon or other synthetic textile, silk, or substitutes for any of the foregoing, whether or
not the soles are composed of wood or other materials (except such boots, shoes, or other
footwear with soles composed wholly or in chief value of leather or with soles composed
wholly or In chief value of india rubber or substitutes for rubber):A lp rgates ----------------------------------------------------------------------------

O th err --------------------------------------------. -.----------------------------------
Manufactures of raffia-palm leaf or of which this substance is the component material of

chief value, not specially provided for.
D being or tanning materials, whether crude or advanced in value or condition by shred-

ding, grinding, chipping, crushing, or any similar process, not containing alcohol, and
not specially provided for: Logwood.

Grasses and fibers, not dressed or manufactured in any manner, and not specially provided
for: Sisal.

Oils, distilled or essential, not mixed or compounded with or containing alcohol: Lemon-
grass.

T urm eric -- - - - -- - - - - - -- - - - - - - -- - - - -- - - - - - - -- - - - - - -

25% ------------------ 7%% -----------------

33% ---------------- 25o --%-----------------

20 lb ------------------15t lb -----------------
35% ------------------
36%' ---------------

35% ----------------

35% ------------------
$5.00 ----------------
90% ------------------

* lb -----------------
4W lb ----------------
350/ ----I3K _ .-_ -_ -...... -............

$2.25 ................
sw0%.............---

6Y.

16%%.

10 lb.
1Y40 lb.
17H%.
10%.

8'4%.

14%.
$1.26.
4o.

90% ----------------. 90%* ------------ -145%.

35 o ... ... ... ... ..
251 ..................

F ree ------------------

Free ------------------

Free .................

Free ------------------

17% % -----------------
350/ ------------------
25.. ----...............

Bound free ------------

Bound free..

F ree ..................

Free ------------------

17%.
12%.

Free.

Free.

Free.

Free.



1 -----------

9 ----------
10 ------------
17 ---------
26 ---------
35 --------

53 ---------

N ---------
7---------

76 ---------
6 ---------

80 ----------

209 --------

211---------

lIi ALY

Acids and acidlanhydrides:
T artaric ac id ................ id.............................---.........
B oric acid ------------------- id----..---------------------......... --------------------

Ceam of tartar ............................. t a r t ar........................... ------------
Balams, natural and uncompounded, not containing alcohol: Styrax ---------------------
Calomel, corrosive sublimate, and other mercurial preparations ---------------------------
Olyerophosphoric acid, and salts and compounds of glycerophopshoric acid --------------
Aoonite, aloes, asafetida, cocculus indicus, Jalap, manna; marshmallow or althea root,

leaves and flowers; all the foregoing which are natural and uncompoundei, but which
are advanced in value or condition by shredding, grinding chipping, cruhing, or any
other process or treatment whatever beyond that essential to proper packing and the
prevention of decay or deterioration pending manufacture, and not containing alcohol.

Oils, vegetable:
Olive, weighing with the immediate container less than 40 pounds --------------------
Olive, not specially provided for -------------------------------------

Oils, distilled or essential, not mixed or compounded with or containing alcohol: Leriun ____
Barytes ore, ground or otherwise manufactured -------------------------------------------
Siennas:

Crude or not ground -------------------------------------------------------------------
W ashed or ground .......................................... .........................

Vermilion reds containing quicksilver, dry or ground in or mixed with oil or water --------
Soap: Castile -----------------------------------------------------------------------------
Mantels, friezes, and articles of every description or parts thereof, composed wholly or in

chief value of earthen tiles or tiling, except pill tiles.
Pumice stone, whether nimnanufactured or wholly or partly manufactured; and m~nu-

factures of pumice stone or of which pumice stone Is the component material of chief
value, not specially provided for:

Unmanufactured:
Valued $15 or less per ton .........................................................
Valued over $15 per ton ......................................... .................

W holly or partly m anufactured .......... ...........................................
Manufactures, n. s. p. f ---------------------------------------------------------------

Talc steatite or soapstone, and French chalk:
6round, washed, powdered, or pulverized (except talc, steatite or soapstone valued at

not more than $14per ton, and except toilet preparations).
Cut or sawed, or In blanks, crayons, cubes, disks, or other forms ..................

Earthenware and croekeryware composed of a nonvitrifled absorbent body not wholly of
clay, including white granite and semiporcelain earthenware, and cream-colored ware,
terra cotta, and stoneware, including clock cases with or without movements, pill tiles,
plaques, ornaments, charms, vases, statues, statuettes, mugs, cups, stein:, lamps, afld all
other articles composed wholly or In chief value of such ware; all of the foregoing not
tableware, kitchenware, or table or kitchen utensils, if plain white, plain yellow, plain
brown, plain red, or plain black, and manufactures in chief value of such ware, not
specially provided for, or painted, colored, tinted, stained, enameled, gilded, printed,
ornamented, or decorated in any manner, and manufactures in chief value of such ware,
not specially provided for; any of the foregoing, if valued at not less than $3 per dozen:

U n d ecorated ...................................................... ...................
D ecorated, colored, etc ---------------------------------------------------------------

80 lb -----------------
1 lb ------------------
5lb -----------------
10% ad val ------------
22f lb. + 25% ad Val -
35% ad val ----------
10% ad val ---------

9 i lb .............
6W lb --------------
25% ad val ----------
$7.50 long ton --------

Slb lb---------------)fW lb -----------------
350 lb ----------------
1.5% ad Val ----------
50% ad Val ---------

"o lb ............
Y 0 lb .......... --- "

35% ad Val----- -----

35% ad val ----------

it lb ------------------

45% ad val. +100 doz_-
50% ad Val. +10t doz.

80 lb --------------
It lb - - - - - - - - -
50 lb ................
10% ad val ..........
22 lb. + 25% ad Val. -
35% ad val ----------
10% ad Val ------------

90 lb ------------------
6%0 lb --------------
25% ad val ------------
$7.50 long ton --------

ik lb ------------------

350 lb ---------------
15% ad Val ..........
25% ad val ---------

"ot lb ..............
Yif lb -----------

0 lb l..........
35% ad Val ..........

35% ad val -----------
10 lb .- - - - - - - - -

45% ad val. +10i doz.-
50% ad val. +10€ doz.

4f lb.
%0 lb.
2W lb.

ad Val.
l1 lb. + 1234% ad val.
1734T ad val.
5% ad val.

40 lb.
33t lb.
12M% ad Val.
$3.75 long ton.

M60 lb.
3Je lb.
17W lb.
7A% ad val.
12%% ad val.

oo lb.
40 lb.

0 lb.
1734% ad Val.

17S% ad val.
34¢ lb.

22V 2 ad val.'+50 doz.
25% ad val. +50 doz.

8 Rate is 70% fbr ornamented articles of braids of vegetable fiber and 50% for ornamented articles of braids of certain other materials.
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List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy France, with 1980 Tariff Ar
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rate--Continueda

Tariff Act 50 percent of Jan. 1of 1AO, Item Tariff Act of I=O rate Present rate p19, rate
Par.

214 ..........

217 ........

231 -----------

232 (a) -------

232 (b) -----

282 Wc --------

23 b) -------234 c) .......

235 -----------

339 ---------

rrALY--conttnued

Earthy or mineral substances wholly or partly manufactured and articles, wares, and ma-
terials (crude or advanced in condition), composed wholly or in chief value of earthy or
mineral substances, not specially provided for, whether susceptible of decoration or not:
Marble chip or granite.

Bottles, Jars, and covered or uncovered demijohns, and carboys, any of the foregoing,
wholly or in chief value of glass, If unfilled and holding not more than one pint, not
specially provided for:

Holding less than X pint ..............................................................
H olding ! pint to I pint --------------------------------------------------------------

Smalts, frostings, and all ceramic and glass colors, fluxes, glazes, and enamels, all the fore-
going in any form other than ground or pulverized.

Marble (except marble commercially known as black marble) and breccia, in block, rough
or squared only, and marble (except marble commercially known as black marble) and
brecola sawed or dressed, over two inches in thickness:

Rouh or squared only- _ ...................................................
awed or dressed, over 2 inches in thickness. . -----------------------

SMks and paving tiles of marble, breccia, or onyx containing not less than four superficial
inches:

If not more than I inch in thickness ---------------------------------------------------
If more than I Inch and not more than 1 inches in thickness -------------------------
Vf more than I% inches and not more than 2 inches in thickness -----------------------
In addition thereto on all the foregoing, if rubbed in whole or in part ------------------
Or if polished in whole or in part (whether or not rubbed) -----------------------------

Mosaic cubes of marble, breccia, or onyx, not exceeding two cubic Inches In size, whether
loose or attached to paper or other material.

Loose ------------------------------------------------------------------------------
A ttached -----------------------------------------------------------------------------

Alabaster and Jet, wholly or partly manufactured into monuments, benches, vases, and
other articles, and articles of which these substances or either of them is the component
material of chief value.

Travertine stone, unmanufactured, or not dressed, hewn, or polished ---------------------
Freestonae, sandstone, limestone, lava, and all other stone suitable for use as monumental

or b ulding stone, except marble, breocia, and onyx, not specially provided for:
Hewn, dressed, or ished, or otherwise manufactured......................
Unmanufactured, or not dressed, hewn, or polished .................................

slate slate$, slate chimney pieces, mantels, slabs for tables, and all other manufactures of
slte(not including roofing slates), not specially provided for.

Table, household, kitchen, and hospital utensils, and hollow or flat ware, not specially
provided for.

Illuminating irticles, plated with silver on nickel silver or copper ...................

30% ad val --------- 130% ad val ------------

5 gross ...........1 , lb . . . . . . . .
40%ad val ..........

6M cu. ft --------------
$1 cu. fk ..............

8f superficial foot ....
100 superficial foot ...
183 superficial foot-....
8 superficial foot ----
0 superficial foot ....

lb. and 200o ad val.
I uperficial foot and

35% ad val.
50% ad val ------------

25 ross .. ..

40% ad val........

15% ad val.

250 gross.

207c ad val.

650 Cu. ft ----------- 32W cu. ft.
$1 cu. ft -------------- 50 cu. ft.

8 superficial foot ------
100 superficial foot -----
138 superficial foot-----
3M superficial foot ------
60 superficial foot ------

§ lb. and 20% ad val.

superficial foot and
85% ad val.S ead val ------------

250 cu. ft -----------. 25 cu.ft............

M 0ad val ..........
15 cu. ft ............
25% ad val ..........

50% ad val ..........

0 ad val ------------
100 cu. ft --------------
26% ad val ------------

50% ad val ...........

4f superficial foot.
superficial foot.

64 superficial foot.
1340 superficial foot.
SO superficial foot.

%0 lb. and 10% ad val.
2W superficial foot and

17A4% ad val.
25% ad val.

12W cu. ft.

25% ad val.
7Wi cu. ft.
1234% ad val.

17,1j' ad wal,



355 ........

357-- - - - -

7M ..........

412a .........
412.........

4'04-- - - - -

703 .........

710 ........

710 .........

71g (a) -------

725.......---

Plated with silver on metal other than nickel silver or copper ........................
Composed wholly or in chief value of steel or other base metal not plated with plati-

num, gold, or silver, and not specially provided for: Household food grinding or cut-
ting utensils other than meat and food choppers.

Table, carving, cake, pie, butter, fruit, cheese and fish knives, and similar forks, and steels
therefor, all the foregoing with handles of nickel silver or of steel other than austeiitic, if
less than four inches in length, exclusive of handle, finished or unfinished, not .pceially
provided for.

All scisors and other shears exceptt pruning and sheep shears), and blades for the same,
finished or unfinished, valued at more than $1.75 per dozen.

Sword blades (not including swords and side arms), irrespective of quality or us.. wholly
or In part of metal.

Textile machinery , finished or t:nflnished, not specially provided for, and parts thereof
wholly or in chief value of metal or porcelain, not speoi~lly provided for: Machinery for
making synthetic textIle filanents, bands, strips, or sheets, and parts thereof.

Bronze, or Dutch metal, in leaf - . . . . . . ..---------------------------------------- -- -{Aluminum in leaf ------------------------------------------------------------------------
Manufactures of wood or bark, or of which wood or bark is the component material of chief

value, not specially provided for (except baby carriages; badminton rackets and bad-
minton-racket frames; tennis-racket frames; bobbins and shuttles; boxes, crates, fruit-
picking trays, and similar containers and shocks for making any such containers; broom
handles and mop handles, further advanced than rough shaped, not less than U Inch in
diameter and not less than 38 inches in length; brush backs; canoes and canoe paddles;
oariae drays, trucks, and other vehicles, and parts thereof; clasps, buckles, and buckle
slides; clothespins, faucets, spigots and stocking darners or darning lasts; forks and
spoons; golf club shafts and ice-hockey sticks; skis, equipment ordinarily used in con-
unction therewith, and parts of skis or of such equipment; snowshoes and toboggans;

laminated wall-board; picture and mirror frames; spools wholly of wood, suitable for
thread; and wheelbarrows).

Adonite, arabinose, dulcite, galactose, inosite, inulin, manntte, d-talose, d-tagatose, ribose,
melibiose, dextrose testing above 99.7 per centum, mannose, melezitose, raffinose, rham-
nose, sorbite xylose, and other saccharides (not Including levulose, salicin, and lactose).

Snuff and snuh flour, manufactured of tobacco, ground dry, or damp, and pickled, scented,
or otherwise of all descriptions.

Pork, prepared or preserved:
Pork made into sausages of any kind (except fresh pork sausage) ----------------------

Cheese, in original loaves: Romano, Pecorino, Reggiano, Parmesano, Provol'ini, and
Provolette.

Cheese and substitutes therefor (except cheese having the eye formation characteristic of
the Swiss or Emmenthaler type; Oruyere process-cheese; Roquefort and other blue-mold
cheeses in original loaves; Romano, Peorino, Reggano, Parmesano, Provoloni, Provo-
lette, 8brinz, and Goya cheeses, in original loaves; Cheddar cheese, not processed other-
wise than by division into pieces; Bryndza chmee, In casks barrels or hogsheads, weigh-
ing with their contents more than 200 pounds each; and Edam andGouda cheeses).

Fish, prepared or preserved in any manner, when packed In oil or in oil and other sub-
stances: Anchovies and antipasto, valued at over 9 cents per pound, including I he weight
of the immediate container.

Macaroni, vermicelli, noodles, and similar alimentary pastes:
Containing eggs or egg products .......................................................
Not containing eggs or egg products ..................................................

0%adval---------135% ad val' -.......... I P ad val.ad val ----------- 40%ad val. 2-% ad val.

2f each +450/%ad val. _IWeach +250%ad val

20 each +45% ad val. -

50% ad val ..........

40% ad val.

60 per 100 leaves .....
60 per 100 leaves .....
88%% ad val .........

50% ad val......

5M lb............

384 lb l.............
7f lb.; min. 35% ad val_

70 lb.; min. 35% ad val_

200 each+45% ad val -

50% ad val ..........

40% ad val........

60 per 100 leaves .....
6per 100 leaves -----
25% ad val ------------

B0o ad val ..........

55B lb ..............

3H t lb ----------------
5t lb. mln.25% ad val '_

7f lb.; min. 35% ad val_

30% ad val ----------- Antipasto, 30% ad val.
3. Anchovies, 15% ad val.

It each + 120% ad val.

I0 each-+22,% ad val.

25% ad val.

20% ad val.

3t per 100 leaves.
30 per 100 leaves.
16%% ad val.

25% ad vat.

27W lb.

14€ lb.
3W lb.; min. 17 %

ad val.
3W lb.; mn. 173%

ad val.

}15% ad val.

30 lb ------------..--- 21lb ----------. 11... 1lb.20 lb .......... .......--- .. . . .. . . . 1 lb.

.iO? for illuminating articles.
,Except provolette, which Is dutiable at 7f lb.; min. 35% ad val.



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1980 Tariff Ad
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates--Continued

Tariff Act
of 1960,

Par.

737 --------

738 - - - - -
730 --------

739 ---------
73---------

740 ........
743 --------
757 ---------
761-- - - - -

764 --------
767 --------
770 --------
772 --------
775 --------

75 --------

804 --------

911 (a) -----

911 (a) -------

911 (a) .-------

Item

I iTALY-Coontinued

Cherries: Sulphured, or in brine:
With pits -----------------------------------------------------------------------------
Without pits ----------------------------------------------------

Vinegar (except malt vinegar) -------------------------------------------
Orange pool:Crude, dried or in brine ---------------------------------------------------------------

Candied or otherwise prepared ---------------------------------------
Lemon:

Crude, dried, or in brine --------------------------------------------------------------
Candied, or otherwise re-red....... ......---------------------------------------

Citrons or citron peel candlied crystallized, or glace, or otherwise prepared or preserved. _
Fruit peel (not including peel of the orange, grapefruit, lemon, shaddock or pomelo and

citron), candied, crystallized, or glace, or otherwise prepareA or preserved (not including
fruit peel dried or in brine).

Figs, prepared or preserved, not specially provided for -----------------------------------
Lemons ----------------------------------------------------------
Filberts, not shelled --------------------------------------------------------------------
Edible nuts, not specially provided for: Fignolia:

Not shelled --------------------------------------------------------------------------
Shelled------------------------------------ --------------

Other garden and field seeds: Pepper -----------------------------------------------------
Lupimes -----------------------------------------------------------------------------------
Red onions (except onion sets) ---------------------------------------------------------
Tomatoes, prepared or preserved in any manner --------------------------------------
Vegetables (including horseradish), if pickled, or packed in salt or brine (except cucumbers

and onions).
Pastes, bails puddings, hash (except corned beer hash), and all similar forms composed

of vegetables, or of vegetables and meat or fish, or both, not specially provided for.
Vermuth:

In containers holding more than 1 gallon ----------------------------------------------
In containers holding I gallon or less --------------------------------------------------

Tapetries and other Jacquard-figured upholstery cloths (not including pile fabrics or bed
ticking) in the piece or otherwise, wholly or in chief value of cotton or other vegetable
fiber.

Quilts or bedspreads, wholly or in chief value of cotton:
Jacquard-figured . .-.--.--------------------------------------
Not Jacquard figured and not block printed by hand---------------------

Blankets not Jacquard-figured, wholly or in chief value of cotton, whether in the piece or
otherwise.

Blanket cloth, napped or unnapped, not Jacquard-figured, wholly or In chief value of
cotton.

Tariff Act of 1930 rate

1- - 1

W lb ---.-----------9 0 lb -. -.-----.....
80 gal------------

2 ib ------.---------
8 Ib -------------

2lb ----------------
8*lb ----------------
6 lb ................
80 lb lb ---------------

0

400b ad val ------------
H lb ..............

2W lb lb --------------

15 lb ................
Ib ..............

201 b ----------------a ad val .........

35 0 ad val ...........

Present rate

5% Ib ..............
9 b b--------------
8R gal--------------

20 lh -------------------8 Ib -------------
20 lb ---------------
80 * ---------------
R *lh-------- -------
80 lb -- - - - - -- - -

401 ad val -----------
2W lb ..............
5 lb ................

2Y lb --------------
50 lb ------------------10t Ib -----------------3 lb l---------------

2W lb -----------
25" ad val........
35- ad val

35% ad val ---------- 35% ad val ----------

$1.25 gal .............
$1.25 gal ............
55% ad val ---------

ad val-------
ad val ........

ad val., min.
14Y40 lb.

30/ ad val., min.
143 t lb.

750 gal --------------
500 gal --------------
40% ad val ..........

400/ ad val ------------
;0 ad val ........
30 , ad val., min.

14Y* lb.
30% ad val., min.

14Y40 lb.

50 percent of Jan. 1,
1945, rate

21* lb.
4% lb.

1* lb.
4* lb.

40 lb.
4W lb.
30 1b.
U lb.

20" ad val.
134 lb.

lb.

I lb.
Wlb.

7Yj lb.
Y40¢ lb.

21%5 ad val.'
17% ad val.

17M% ad val.

62~ gal.
3 % d gal.
2734% ad val.

20% ad val.
12p%:dval.
15% ad val., min. 7W

lb.
15% ad val., min. 74*

lb.



923 -----

1001 ..........
1001 ----------
1O4 (a) -------

1009(a) -------

1014 - - -- -

1115 (b) .......

1206 .........

1205 .........

1205 .........

1205 . ........

1301 ----------

1403 ----------
140 5 ..........

Ali manu= , wholly or in chief value of cotton, not specially provided for: Articles
of.pile construction (except terry-woven towels).

Hemp and hemp tow .................... ; ................................................
Hackled hemp ...........................................................................
Stvgs yarns, of hemp or ramie, or a mixture of them:

N ot finer that 60 lea -------------------------------------------------------------------
F iner than 60 lea ----------------------------------------------------------------------

C rldae, Including cables, tarred or untarred, composed 6f three or more strands, each
strand composed of two or more yarns: (3) wholly or in bhief value of hemp.

Woven fabrics, not including articles finished or unfinished, of hemp or ramie, or of which
these substances or either of them is the component material of chief value (except sueh
as are commonly used as paddings or nterlinings in clothing), exceeding thirty and not
exceeding one hundred threads to the square inch, counting the warp and filling, weigh-

not less than four and not more thgn twelve ounces per square yard, and exceeding
twelve inhes but not exceeding thirty-sIx inches n width.

Towels, finished or unfinished, wholly or in chief value of hemp or amle, or of which these
substances or either of them is the component material of chief value , not exceeding 120
threads to the. uare inch, counting the warp and filling:

Not over 100 h--reads per square inch........................
Over I00, not over 120 threads per square inch ................ ------------------------

Bodies, hoods, forms, and shapes, for hats, bonnets, caps, berets, and similar articles, wholly
or in chief value of wool but not knit or crocheted nor made in chief value of knit, cro-
cheted, or woven material; all the foregoing, if not pulled, stamped, blocked, or trimmed,
and not wielding finished hats, bonnets, caps berets, and similar articles.

Woven fabrics in the piece, not exceeding 30 inches In width, whether woven with fast or
split edges, wholly or in chief value of silk, including umbrealla silk or Gloria cloth, all
the foregoing, if Jacquard-figured, but not bleached, printed, dyed, or colored.

Woven fabrics in the piece, exceeding 30 inches in width, the fibers of which are chiefly but
not wholly of silk, bleached, printed, dyed, or colored; valued at $5 or less per pound:

Not Jacquardfigured ...............-...............................................
Jacquard-fgured ......................................................................

Woven fabrics in the piece, not exceeding 30 inches in width, the fibers of which are wholly
of silk. bleached, pdnted, dyed, or colored, whether woven with fast or split edges; all the
foregoing if Jacquard-figured and valued at $5.50 or less ber pound.

Woven fabrics In the piece, not exceeding 30 inches in width, the fibers of which are chiefly
but not wholly of silk, bleached, printed, dyed, or colored, whether woven with fast or
split edges, including umbrealla silk or Gloria cloth; all the foregoing, and valued at $5 or
less per pound:

Not Jacquard-figured .................................................................
Jacq ard-fig ured ---------------------------------------------------------------.....

Filaments of rayon or other synthetia textile, grouped, not specially provided for, weigh-
Ing, per length of 450 meters:

Less than 150 deniers ..................................................................

150 deniers or m ore --------------------------------------------------------------------

Filaments of rayon or other synthetic textile, not exceeding 30 Inches in length, other than
waste, whether known as cut fiber, staple fiber, or by any other hame.

Manufactures of papier-mAch, not specially provided for (not including masks) ----------
Cloth-lined or reinforced paper ............................................................

40% ad val ..........

Ulb ...............
3W lb ..............

35% ad val ..........
25% ad val ..........
*it lb ..............

40% ad val ---------- 20% ad val.

It lb ---------------- lb.
13( lb -------------- 1T. lb.

25/ ad val ------------
15? ad val ------------
4W lb ----------------

55% ad val ---------- 40% ad val ------------

5 W(;o ad vali - -- -5, ad val ........

400 lb. and 75% ad val-

65% ad val ..........

55% ad val ..........
65% ad val -.........
65% ad val ------------

60 ad val ------------
65' ad val ------------

50% ad val., min. 400
lb.

45% ad val., min. 400
lb.

25% ad val ------------

25% ad val ------------
lb. and 170/% ad val..

40% ad val ..........
30 ad val ........
400 lb. and 55% ad val.

173J4l ad val.
1246o ad val.
23460 lb.

2734% ad val.

27% ad val.
27% ad val.
200 lb. and 270% ad

val.

65% ad val ---------. 32h% ad val...

550/ ad val .........
65 adVal65% ad val ------------

50%' ad val
65% ad val ------------

50% ad val., min. 400
lb.

45% ad val., min. 400
lb.

20% ad val ------------

27%% ad val.
32Y4% ad val.
32)% ad val.

25% ad val.
32%% ad val.

25% ad val., min. 900
lb.

22 4%ad val., min. 0
lb.

123J% ad va.

1234% ad val.
2YA lb. and 834% ad

val.

V...



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy France, with 1930 Tariff Ad
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates-Continued

I , * . J I "

Tariff Act , 50 percent of Jan.l,
of 1930, Item Tariff A ctof IM rate Pree nt rate • 1ere , rate

Par.

1406 ........

1407 (a) ----
.3'

1410 ----------
1410 ..........

1504 (a) -----

1518 .........
161g . .. . .

1418 ----------

1518 ---------

1523 ---------
1529 (a) -----

152 (a)-

i t,.
I,,

ITALY-Oontilnued

Labels, ft' il u%, composed wholly or in chief value of paper lithographically
printed 40 at In prt from stone, gelatin metal, or other material, but not printed
n wholmi 'rm tn etal leaf and not specially provided for, all the foregoing, if not

exceeding iuqum Inches cutting size i dimensiorL, embossed or die-cut, and if
printed in. urn WMn 'agt4 colors. I I

Diwing an4Nl$ms~, weighing eight pounds or over per ream and valued at less
than 40 ;ce not ruled, bordered, embossed, printed, lined, or decorated in
any malIrl 1r, 'L=I r _ .

Book overs art of leather, not specially provided for --------------------
All post cards 0 g American views), plain, decorated, embossed, or printed ex-

cept by lithe process.
Brads, plaits, an w 06, ,composed wholly or In chief value of straw, chip paper, grass,

willow, osler, rat akeal horsehair, cuba bark, or manila hemp, and braids and plaits,
Wholly or in chief value of ramie all the foregoing suitable for making or ornamenting
hats, bonnets, or hoods: Bleached, dyed, colored, or stained, and not containing a sub-
stantial part of rayon or other synthetic textile.

Buttons of vegetaW.Ivory, finished or partly finished ------------------------------------
Natural grss leaves, plants, shrubs, herbs, trees, and parts thereof, not specially

provided fo. *qcolored, dyed, painted, or chemically treated.
Natural grassuemakas, leaves, plants, shrubs, herbs, trees, and parts thereof, not specially

provided fort *1mth bleached.
Boas, boutonnLpes wreaths, and all articles not specially provided for, composed wholly

ormn chief value of any of the foregoing.
Boas boutonnieres, wreaths, and all articles not specially provided for, composed wholly

or in chief value of colored, dyed, painted, or chemically treated natural greases, grains,
leaves, plants, shrubs, herbs, trees, and parts thereof, not specially provided for.

Human hair, cleaned or commercially known as drawn, but not manufactured ..........
Laces lace fabrics, and lace articles, made wholly by hand without the use of any machine-

made material or article provided for in paragraph 1529 (a), Tariff Act of 1930 (except
laces, fabrics, and articles, if exceeding 2 Inches in width and vaued at more than $60
per pound); all the foregoing if wholly or in chief value of vegsbl- Aiber other than
cotton, however provided for In said paragraph 1529 (a). ;k ,.. '

Articles made wholly of any hand-made lace, hand-made lace fab is, or hand-made lace
articles provided for in paragraph 1529 (a) Tariff Act of 1930, and articles (except wearing
apparel) in part of hand-made lace, hand -mude lace fabrics, or hand-made lace articles
provided for in said paragraph 1529 (a); all the foregoing if wholly or in chief value ofvegetable fiber other than cotton, and if containing no machine-made material or artile

provided for in said paragraph 1529 (a), howeverprovied fr n sai paragraph 1629 (a),
(except articles valued at more than 50 per poundin which none of the laces, lace fabrics,
or lace articles is 2 inches or less in width).

35 lb ---------------

30 lb. and 15% ad val..

30% ad val ...........
30% ad val ----------

25% ad val ----------

I) 0 line per gross &
26% ad val.

75% ad val ..........

50% ad val ..........

00% ad val .........

75% ad val ...........

20% ad val ----------
90% ad val--------

90% ad val ----------

350 lb 6 ...............

30 lb. and 15% ad val.

300 ad val ..........
R0ad vl ..........

20% ad val ----------

% line per gross &
1% ad val.

75% ad val ----------

50% ad val ----------

60% ad va ----------

75% ad val ----------

20% ad val ----------
60% ad val ----------

60% ad val ----------

1740 lb.

1 * lb. and 734% ad
val.

15% ad val.
15% ad val.

12,14% ad val.

*/10 lineper gross &12HI 8d v.
3734W 2a val.

25% ad val.

30% ad val. j.

37%% ad val.

10% ad val.
45% ad val.

,I d .

46°/0 ad val.



1529 (a) -----

1530 (C) -----

1530 (e) -----

1531 .........

1537 (c) -----

IBM------

l141 (a) .......

1541 (a) -----

1847 (a)-...

152 .........

154 .........
1854 ..........

Lago, lace fabrics, and las articles, made on a machine other than a Levers (including go-
through) or bobbinet-Jaoquard machine however provided for in paragraph In9 (a),
Tariff Act of 1030 (except articles of wearing apparel, nets and nettings, veils and veilings
made on a lace or net machine and gloves and mittens).

Leather (except leather provided for in subparagraph (d) of paragrph 1530, Tariff Act of
1030 made from hides or skins of animals * * , in the rough, in the white, crust or
russet, partly finished, or finished: Glove and garment leather made from goat or kid
skins not imported to be used in the manufacture of boots, shoes, or footwear, or cut or
wholly or partly manufactured into uppers, vamps, or any forms or shapes suitable for
conversion into boots, shoes, or footwear.

Boots, shoes, or other footwear (including athletic or sporting boots and shoes), made
wholly or in chief value of leather, not specially provided for: Turn or tured, for women
and misses (except slippers for houpewear and moccasins of the Indian handicraft type,
having no line of demarcation between the soles and the uppers).

Manufactures of leather (except reptile leather), rawhide, or parchment, or of which leather
(except reptile leather) rawhide, or parchment is the component material of chief value,
not specially provided for (not including bag, baskets, belts, satchels, pocketbooks,
jewel boxes, portfolios, and other boxes and cases; coin purses, change purses, billfolds,
bill cases, bill rolls, bill purses, bank-note cases, currency cases, money cases, card cases,
liense cases pass cases, passport oases, letter oases, and similar fiat leather voods; strops
and straps; buckles and other wearing apparel; leads, leashes collars muzzles, and sim-
Ilar dog equipment, nor any article permanently fitted and furnished with traveling
bottle, drinking, dining or luncheon, sewing, manicure, or similar sets).

Combs of whatever material composed except combs wholly of rubber, metal, or com-
_ _pounds of cellulose, not specially provided for, If valued at $4.50 or less per gross.
Manufactures of mother-of-pearl or shell, or of which these substances or either of them is

the component material of chief value, not specially provided for; and shells and pieces of
shells engraved, out, ornamented, or otherwise manufactured.

Musical instruments and parts thereof, not specially provided for: Piano accordions and
parts of accordions (except parts, other than reeds, specially designed for concertinas and
other accordions having not more than 32 treble buttons and not more than 25 bass but-
tons).

Cymbals and parts thereof--. ----------------------------------------------.....-
Musical instruments and parts thereof, not specially provided for: Accordions (including

concertinas but not including piano accordions); and parts (except reeds) specially de-
signed for concertinas and other accordions having not more than 32 treble buttons and
not more than 26 bass buttons.

Works of art: (2) Statuary, sculptures, or copies replicas, or reprodutions thereof, valued
at not less than $2.80, and not specially provided for.

All smokers' articles whatsoever, and parts thereof, finished or unfinished, not special ly
provided for, of whatever material composed, except china, porcelain, parlan~biaque,
earthenware, or stoneware:

Cigar and cigarette boxes, wholly or in chief value of wood and valued at 50 cents or
more each.

Cigarette paper (except cork paper and cigarette paper in bobbins or cut to cigarette
sie, and not including cigarette books).

Umbrellas, parasols, and sunshades, covered with material other than paper or lace, not
embroidered or appliqued.

Handles and sticks for umbrellas, parasols, sunshades, and walking canes if composed
wholly or in chief value of materials other than synthetic resin or oompoumds of cellulose.

90% ad val ..........

20% ad val ------------

20% ad val.- -

35% ad val ------------

It each+25% ad val__-

35% ad val ----------

40% ad val ------------

40% ad val ------------
40% ad val ...........

20% ad val .........

60% ad val ..........

00% ad val ------

40% ad val ............

40% ad val ------------

60% ad val ------------

15% ad val ------------

10% ad val ------------

17% ad val .........

It each+25% ad va - -

25% ad val-

40% ad val ------------

20%ad val -----------

30% ad val ..........

SOad val ..........

4o% ad val ..........

40%ad val ------------

45% ad val.

10% ad val.

5% ad val.

12%% ad val.

W each-+12% ai vfl.

17A% ad val.

20% ad val.

10%ad val.

10% ad val.

1% ad val.

22% ad val.

20% ad val.

20%/ ad val.

125% on those having not more than 32 treble buttons and not more than 25 bass buttons and parts (except reeds).
I Kxoept cigar bands, which are dutiable at 31 cents per pound



List of artices included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1980 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates-Continued

Tariff Act
of 1980, Item Tariff Aot of 1930 rate Presentrate 18perentofJan. 1,P e194, rate

1602 ----------

1630 .......
1646 .........1849........
1670 .......

1722 ........

128 ........
1731 ........1 7 6 1 - - - - - - ----
177'4 ........

1788 .........
1810 ........

1812 ----------

1684 .........

1697 ----------
1732 ..........

10 ------------

rzA.w--continued

Aconite cocculus indicus, manna; marshmallow or althea root, leaves and flowers; all the
foregoing which are natural and unoompounded and are in crude state, not %dvanoed In
value or condition by shredding, grinding, chipping, crushing, or any other process or
treatment whatever beyond that essential to proper packing and the prevention of decay
or deterioration pending manufacture, not containing alcohol.

Books, pamphlets, and music, in raised.rint used exclusively by or for the blind ........
Chestnuts (including marrons), not furter advanced than crude, dried, or baked .........
Citrons and citron peel, in brine -............................................. ...
Dyeiug or tanning materials: Sumac, whether crude or advanced in value or condition by

shredding, grinding, chipping, crushing, or any similar process, not containing alcohol,
and not specially provided for.

Vegetable substances, crude or unmanufactured, not specially provided for: Orris root,
lavender flowers, and sloe and Juniper berries.

Belladonna ................................................................................
Oils, distilled or essential, not mixed or compounded with or containing alcohol: Bergamot.
Rennet, raw or prepared --- - - ---------------------------------------------------------
Altars, pulpits, communion tables, baptismal fonts, shrines, or parts of any of the fore-

going, and statuary (except casts of plaster of Paris, or of compositions of paper or papler-
mache), imported in good faith for presentation (without charge) to, and for the use of,
anay corporation or association organized and operated exclusively for religious purposes.

Trumes, fresh, or dried or otherwise prepared or preserved ...............................
Vorks of art, including pictorial paintings on glass, imported expressly for presentation
to a national Institution or to any State or municipal corporation or ncorporated religious
society, college, or other public institution, not including stained or painted window
glass or stained or painted glass windows which are works of art when imported to be
used in houses of worship, valued at'$15 or more per square foot, and excluding any
article, in whole or in part, molded, cast, or mechanically wrought from metal within
SI years prior to importation.

Gobelin tapestries used as wall hangings -.............................. ................

LIVERIA

Textile grasses or fibrous vegetable substances, not dressed or manufactured in any manner,
and not speeitaly provided for: Palm leaf fiber.

India rubber, crude (not including Jelutong or ponbianak): Latex --------------------------
Oils, expressed or extracted: Palm .........................................................

NICARAGUA

Babsans, natural and unoompounded not containing alcohol: Peru: All other (not includ-
ing copalb, fir or Canada, tolu, and styrax).

Free .............

Free ------------------
Free ................
Free ................
Free ................

Free -...............

Free ................
Free ................
Free ................
Free ...............

Free ...............
Free.............---

Free.............---

Free----------------'Budfe

F ree . ................

Free ...............
Free ................
Free - - -- - - -- -Free................
Free ................

Free ................
Free -- - - - -- - - -
Free ................
Free ................
Free ................

Agree.

Free.
Free.
Free.
Free.

Free.

Free.
Free.
Free.
Free.

Free ---------------- Free.
Free ------------- I Free.

Free ------------------

Bound free ------------

Free ------------------ Bound free ------------
Free -------------- Bound free ------------

o0% ------------------ 5% ...................

Free.

Free.

F'ee.
Free.

2 1%.



1602--------

1670-------

1803 ---------
M1-0-------

35 -----------

as3---------
377 ---------
501 ----------

718 (a) -------

783-- - - - -
1102 (b) -------

I "...

1116 (a) -----

1117 (c) -----

1609 ----------
1670 ----------

Ipecac natural and uncompounded and in a crude state, not advanced in value or condition
by shredding, grinding, chipping, crushing, or any other process or treatment whatever
beyond that essential to proper packing and the prevention of decay or deterioration
pending manufacture,,and not containing alcohol.

Dyeing or tanning materials, whether crude or advanced in value or condition by shredding,
grinding, chipping, crushing, or any similar process, not containing alcohol, and not
specially provided for: Fustic wood and Brazil wood.

Wood: (2) Logs: Spanish cedar ------------------------------------------------------------
Railroad ties, hewn, not sawed on any side ------------------------------------------------

PZRU

Pyrethrum or insect flowers, and darris root, tube or tuba root, and barbasco or cube root,
all the foregone which are natural and uncompounded, but advanced In value or con-
dition by shredding, grinding, chipping, crushing, or any other process or treatment
whatever beyond that essential to ,proper packing and the prevention of decay or de-
terioration pending manufacture, not containing alcohol.

Comc leaves ---- - - -- - - - -- - - - - - -- - - - - -- - - - - -- - - - - - --
B ism u th .. .... ....... ... .. ..... ............. ........................ .......... .. ........ .
Sugars, tank bottoms, sirups of cane Juice, melad, concentrated melada, concrete and

concentrated molasses, and all mixtures containing sugar and water. (Nomz: Com-
puted rates for 96-degree sugar.)

Fish, prepared or preserved in any manmer, when packed in oil or in oil and other sub-
stances:

T u n a ---------------- ------------------------------------------------------------------
Bonito and yellowtail:

V alued at not over 9 lb -----------------------------------------------------------
Valued at over 90 lb ---------------------------------- -----------------------------

Cotton having a staple of one and one-eightb inches or more in length --------------------
Hair of the alpaca, llama, and vicuna, in the grease or washed, scoured, on the skin, and

sorted or matchings, if not scoured:
In te grease ..........................................................................
O n th e sk in ---------------------------------------------------------------------------
W ash ed ..---------------------------------------------------------------------------..
Sorted, i*r matchings, if not scoured--------------------------

Oriental, A inst, Savennerie, Aubusson, and other carpets, rugs, and mats, not made
on a power-driven loom, plain or figured, whether woven as separate carpets, rugs, or
mats, or in rolls o any width, all the foregoing, if wholly or in chief value of hair of the
alpaca, llama, guanaco, huarizo, suri, misti, or a combination of the hair of two or more of
these species.

Floor coverings, including mats and druggets, wholly or In chief value of wool, not specially
provided for: If wholly or in chief vkmef hair of the alpaca, llama, guanaco, huarizo, suri,
misti, or a combination of the hair of two or more of these species, and if valued at more
than 40 cents per square foot.

Cochineal, and extracts thereof, not containing alcohol ------------------------------------
Dyeing or tanning materials, whether crude or advanced In value or condition by shred-

ding, grinding chipping, crushing, or any similar process, not containing alcohol, and not
specially provided for:

Tara
All articles of vegetable origin used for tapnlng (except tara and not Including any

article specifically mentioned by name in paragraph 1670, Tariff Act of 1930).
l g -------- Guano -------------------------------------

Free ------------------

Free ------------------

Bound free ---------- Free.

Free -------------- Free.

Free ----------------- Bound free --------- Free.
Free -------------- 5%- Bound free .----------- Free.

10% -------------------- 5% --------------------- 2% % .

10 lb ---------------

2.5 ..b..........

5flb lb --------------

0.6875 lb --------------

30%. ----------------- 122%% --------------

30% ..................

346 lb..............
346 lb -- - - - - - - -3W lb lb ---------------340 lb -----------------
33o Ib -----------------
37o lb lb ---------------

506 sq. ft ------------
45% minimum-----

30.8% -----------------
21% -------------------
3W lb lb --------------

186 ib ---------------
16 lb ---------------
18t lb ---------------
9 lb -----------------

210 lb ---------------

2W~ lb.I%%.46975 lb.

223%.

22%.
15%.
l f lb.

90 lb.
86 lb.

lb.
10W lb.

15t sq. ft ---------.. 12 sq ft.
22%% minimum l.... j% minimum

60% ------------------ 40% ----------------- 0%.

F ree ------------------

Free -----------------
F ree ------------------

F ree ------------------

Bound free ------------

Bound free ------------
F ree ------------------

Free.

Free.
Free.

Bound free ----------. I Free.



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1930 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates-Continued

Tariff Act 50 percent of Jan. 1,
of 1930, Item Tariff Act of 1930 rate Present rate 50 PerctPar. 1945, rate

1696.......

1719 ----------

1=1--------
1765 ......

5 ----------

27(a ) ------

(2)

32----------

78 ---------
81 ---------
218 (f)-------
8 1 .... ... ..

i t ' RRU-cooltintled

Natural gums, natural gum resins, and natural resins, not specially provided for: Leche
oaspi.

Minerals, crude, or not advanced In value or condition by refining or grndingi or by other
prooessa of manufacture, not specially provided for: Vanadium ore or conentrates.

Vegetable substances, crude or unmanufactured, not specially provided for: Barbasoo or
cube root.

Skins of all kinds, raw, and hides not specially provided for: Goat and kid skins -------------

SWEDEN

All chemical elements all chemical salts and compounds, all medicinal preparations, and
all combinations and mixtures of any of the foregoing, all the foregoing obtained naturally
or artificially and not specially provided for: Cesium chloride salts known as chrome
alums, dicyandlamide, ferric chloride, zinc arsenate, and wood impregnating materials
containing salts of arsenic, chromium, or zinc.

X y lid in e ---------------------------------------------------------------------------------
Diethylamino cetoxylidide (Xylocalne) --- .... . .---.....---. _-_..-
A compounds of cellulose (except cellulose acetate, but including pyroxylin and other

cllulose esters and ethers), and all compounds, combinations, or mixtures of which any
such compound Is the component material of chief value: Made into finished or partly
finished articles of which any of the foregoing is the component material of chief value,
not specially provided for (except articles made in chief value from transparent sheets,
bands, or strips not more than three one-thosandths of one inch in thickness).Compounds of cellulose, known as vulcanized or hard fiber, made wholly or in chief value
of cellulose.

Potassium hydroxide or cstic potash .. ..
Sodium hydroxide or cautic soda ....................................
Table and kitchen articles and utensils, all articles of every description not specially

provided for, composed wholly or in chief value of glass, blown or partly blown in the
mold or otherwise, or colored cut, engraved, etched, frosted, gilded, ground (except such
grinding as is necessary for hitting stoppers or for purposes other than ornamentation),
painted, printed in any manner sand-blasted, silvered, stained, or decorated or orna-
mented in any manner, whether flled or unfilled, or whether their contents be dutiable or
free: Articles primarily designed for ornamental purposes, decorated chiefly by engraving
and valued at not less than $8 each.

Lighthouse lenses of glass or pebble, molded or pressed, or ground and polished to a spher-
Ical, cylindrical, or prismatic form, wholly or partly manufactured, with edges unground
or with edges ground or beveled:

With edges unground --------------------------------------------------- .............
i '14 ,,

rFree ------------------

Free----------------

Free .................

Fr ---------------

25% ad val ..........

7 lb.+40% ad val.
70 lb.+45,o ad val-
60% ad val ------------

30% ad val ------------
10 lb ------------------
hO lb ..............
60% ad val ..........

RoutId free ------------

Bound free.

Bound free ------------

Bound free ------------

2.5% ad val ------------

70 lb.+400/ ad val ...
70 lb.+457 ad val.
60% ad val ------------

20% ad val ------------
it lb ------------------
% 0 lb -----------------
30% ad val ------------

Free.

Free.re
Free.
Free.

123% :d val.

3W+20% nd 'al.1lh.+22 , ad val.
iR ad val.

10% ad val.

MO lb.
Y4 lb.
15% ad val.

40% ad val ---------. 25% ad val ---------- 12%% ad val.



p4 (a) ......

301 ..........

302 (k) ......
304..... ....

304 --------

316 ---------

315 .........

316 .........

316 .........

316(a) .......

W ith edges ground _----------------------------. --------------------................

Photometers frames and mountings therefor, and parts of any of the foregoing: all the fore-
going, finished or unfinished.

COtW suitable for use as monumental, paving, or building stone, not specially provided
4,unmanufactured, or not dressed, pointed, pitched, lined, hewn, or polished.

00niular or sponge iron, whether or not containing vanadium, tungsten, molybdenum, or
chromium.

Additional duty:
On vanadium content In excess of Ho percent -----------------------------------------
On tungsten content in excess of Y o percent ...........................................
On molybdenum content in excess of 31. percent .....................................
On chrom ium content in excess of ioc percent -----------------------------------------

Ferrochrom e or ferrochrom ium containing Iss than 8 per centum of carbon ----------------
Muck bars, pieces thereof except crop ends, bar iron, and round ron in coils or rods, iron

in slabs, blooms, loops, or other forms less finished than iron in bars and more advanced
than pig iron, except castingp; all the foregoing, valued above 23 cents per pound:

Valued over 2% cents and not ove 334 cents per pound -------------------------------
Valued over 3 cents and not over 5 cents per pound ---------------------------------
Valued over 5 cents per pound --------------------------------------------------------

Steel ingots cogged ingots, blooms and slabq by whatever process made; die blocks or
blanks; bilets and bars, whether solid or hollow; shafting pressed, sheared, or stamped
shapes, not advanced in value or condition by any process or operation subsequent to
the process of stamping; hammer molds or waged steel; gun-barrel molds not In bars;
concrete reinforcement bars; all descriptions and shapes of dry sand, loam, or iron molded
steel castings; sheets and plates and steel not specially provided for; Hollow bars and
hollow drill steel, valued above 5 and not above 8 cents per pound and above 12 and not
above 16 cents per pound:

Valued above 5 and not above 8 cents per pound --------------------------------------
Valued above L2 and not above 16 cents per pound

Steel circular saw plates, regardless of value (additional duty) ....................
ether, valued above 5 and not above 16 cents per pound:

Valued above 5 and not above 8 cents per pound .....................................
I Valued above 8 and not above 12 cents per pound ....................................

Valued above 12 and not above 16 cents per pound ...................................
Wire rods: Rivet, screw, fence, and other iron or steel wire rods, whether round, oval or

square, or in any other shape, nail rods and fiat rods up to six Inches in width ready to
be drawn or rolled into wire or strips, all the foregoing in coils or otherwise, valued at
over 2% cents per pound:

Valued over 234 and not over 4 cents per pound ......................................
Valued over 4 cents per pound --------------------------------------------------------

All iron or steel wire rods, which have been tempered or treated in any manner or partly
manufactured. (Additional duty for tempering, etc.)

All iron or steel bars and rods of whatever shape or section which are cold rolled, cold drawn,
cold hammered, or polished in any way in addition to the ordinary process of hot rolling
or hammering. (Additional duty for cold rolling, etc.).

All strips, plates, or sheets of iron or steel of whatever shape, other than polished, plan-
ished, or glanced sheet iron or sheet steel, which are cold hammered, blued, brightened,
tempered, or polished by any process to such perfected surface finish or poih better than
the grade of cold rolled, smoothed only (additional duty for cold hammering, etc.).

Round iron or steel wire, valuedabove 8 cents per pound ......

10!d dos. pairs + 35%

60% ad val ..........

25 cu. ft -------------

251 ad val., min. 50
oz. pairs + 1734%

ad val.
60% ad val ..........

12MO cu. ft ----------

$2.25 long ton ------- $1.25 long ton ---------

$1.00 lb ----------------
720 lb ...............
650 lb -----------------
30 lb .................
30% ad val ------------

0.80 lb ................
1.00 lb ................
j.50 lb -----------------

2.450 lb ..............
4.25W lb -----------
4 0 lb -----------------

1.70 lb -----------------
2% 0 lb ----------------
3 lb lb.............

0.30 lb ................
0.6c lb -----------------

3 lb -----------------

W lb lb --------------

0.2 Ib ...............

25% ad val ------------

$1.00 lb ----------------
720 lb ......
650 lb ........
30 lb ........
25% ad val ...........

0. lb ---------------
0.80 lb ................
1.00 lb -----------------

0.3750 lb. +20% ad val.
3.8750 lb .............
340 lb -----------------

20% ad. val ..........
2%0 b ..............
3 0 lb lb..............

0.3 lb ----------------
O .6 lb ----------------
340 lb ...............

4f lb ---------------

0.2o Ib ----------------

20% ad val ------------

12A% ad val., min. 2W
doz. pairs + 8 %
ad vai.

30% ad val.

6X0 cu. ft.

$0.625 long ton.

$0.50 lb.
36f lb.
32W lb.
IW lb.
123j% ad val.

0.250 lb.
0.40 lb.
0.50 lb.

0. 750 lb. +10% ad val.
2.125t lb.
W lb.

10% ad val.
I Wo lb.
1%0 lb.

0.150 lb.
0.30 lb.

lb.

0.E lb.

o.1¢ lh.

10% ad val.



List of articles included with public notices dated Nov. f, and Dec. 17, 1948, of intention to negotiate at Annecy France, with 1930 Tariff Act

' rates of duty, present rimq!, and rates 50 percent of Jan. 1, 1945 rates-Continued

Triff Act
of 1960,
Par.

316 (a) ------

316 (a) ------

318 ---------

319 (a) -------

32 ---------

325 --------

339 ---------

340-------

~~,*:: Item

1 - I ill .I i , II
' 11'1

8WZD3N--o0ntiRqd

All fiat wires and all steel in strips not thicker than one-quarter of one inch and not exceed-
lag sixteen inches in width, whether in long or short lengths, in coils or otherwise, and
whether rolled or drawn through dies or rolls, or'othetwise produced:

Not thicker than ioo of one inch ----------------------------------------------------
Thicker than lies and not thicker than %4o0 of one inch -----------------------------
Thicker than 9oo and not thicker than X of oqe inch --------------------------------

All wire of iron, steel, or other metal (except round iron or steel wire valued not above 6
ce its per pound) oited by dipping, galvanizing, shorardizing, electrolytic, or any other
process with zinc, tin, or other metal (additional duty for coating by dipping, etc.).

Fourdrinier wires and cylinder wires, suitable for use in paper.making machines (whether
or not parts of or fitted or attached to such machines), and woven-wire cloth suitable for
use in the manufacture of Pourdrinier wires or cylinder wires:

Fourdrinier wires ---------------------------------------------------------------------
Cylinder wires and woven-wire cloth:

Having more than 55 meshes per lineal inch ------------------------------------
Not having more than 55 meshes par lineal inch --------------------------------

Forgings of iron or steel, or of combined iron and steel, not machines, tooled, or otherwise
advanced in ondition by any process or operation subsequent to the forging process, not
specially provided for.

Antifriction balls and rollers, ipetal balls and rollers comonly used in bell or rler bear-
ings, metal ball or roller bags, and pirts thereof, whether finished or unfinished, for
whatever use intended: *'

Antifriotion balls and rollers ----------------------------------------------------------
Ball and roller bearings and parts thereof ............... - ------------- ------

Anvils of Iron or steel, or of iron and steel oombine4, by whatever process made, or In what-
ever stae of manufacture, weighing 5 pounds or more each.

Finished or unfinished iron or steel tubes not specially provided for (not including lap-
welded, butt-welded, seamed or Jointed iron or steel tubes, tubes made from plate
metal, whether corrugated, ribbed, or otherwise reinforced against collapsing pressure,
flexible metal tubing, and rigid iron or steel tubes prepared and lined or coated in any
manner suitable for use as conduits for electrical eorlductors).

Table, household, kitchen, and hospital utensils, and hollow or fiat ware, not specially
preyided for, composed of iron or steel and enameled or glazed with vitreous glasses:
fmtar7 articles; and other than sanitary artiolel If ountftting electrical heMing elements
as cnstituent parts thereof.

Crossut saws, mill saws pit and drag saws, ste d me, finished or further advanced
than tempered and polished, hand, back, and al oUther saws, not specially provided for
not including circular saws):

Crosscut saws -------------------------------------------------------------------------
Mill, pit and drag, and steel band saws -----------------------------------------------
Rand, book, and all other saws m. s. p. f.:

Tariff Act of 1930 rate

250/ ad val ----------
2ZO ad val ----------
25' ad val ----------
0. 'lb ----------------

507 ad val ----------

500/ ad val ---------
ad val ----------

2 ad val ---------

100 lb.+48% ad val
100 lb.+45% ad val
30 lb -----------------

Present rate

15% ad val ----------
20% ad val ----------
256% ad val ------
o4'lb-------- -

75% ad val. (Sec. 336).

75% ad val. (Sec. 336).
50 ad val ------------
25f, ad val ------------

4f lb.+25% ad val _.-.
80 lb. /5% ad val- ...
20 lb .....-..-------

25% ad va ---------- 125% ad vl ..........

50 Ib.+30% ad val- ...

50 percent of San. I,
1945, rate

7% ad va.10% ad val.
12L 91 ad val.
o.i .

37%% ad val.

37 % ad val.
2WO d val.
12% ad val.

41 ad1 a
40 lb.-+123% ad val.
401 b.-- 17E% adval.
16 lb.

19)4% ad val.

5 lb.+15% ad val - 2W lb.+7M% ad val.

20% ad val ---------- 15% ad val -------- 7 % Ild val.
209 ad val ---------- 12% ad vl------.6% ad val.



3W ........

354 --------

356 -----------

357 ---------

358 --------

350 .........

861 ----------

361 .........

362 .........372 ........

372.

373 ...........

379 ---------

Valued not over 5 cents each ---------------------------------------------- --------
V alued over 5 cents each ----------------------------------------------------------

Twist and other drills, reamers, milling cutters, taps, dies, die heads, and metal-cutting
tools of al descriptions, and cutting edges or parts for use in such tools, composed of
steel or substitutes for steel, all the fbregoing, if suitable for use in cutting metal, not
Bpaly provided for (not including cutting tools of any kind containing more than
one-tenth of I per entum of vanadlum, or more than two-tenths of 1 per centum of
tungsten, molybdenum or chromium).

Pen knives and pocketknlves which have folding blades and steel handles ornamented or
decorated with etchings or gilded designs, or both, and valued at more than $6 per d0.o.

Roll ban, bed plates, and all other stock-treating parts for pulp and paper machinery (lot
including paper and pulp mill knives).

Al scissors and other sheen (except pruning and sheep shears), and blades for the same,
finished or unfinished, valued at not more than $1.75 per dozen:

N ot over 50 cents per dozen ..................................................... .. .

Over 80 cents and not over $1.75 per dozen ...........................................

Razors and parts thereof (not including safety razors, and safety-razor bhdes, handles, or
frames), finished or unfinished, valued at $1.80 or more per do1en:

Valued at $1.80 or more, but less than $3.00 per dozen ---------------------------------
Valued at $8.00 or more, but less than $4.00 per dozen ................................
Valued at $4.00 or more per dozen ....... . .. . . . . ..-------------------------------------

Surgical instruments, and parts thereof, including hypodermic syringes and forceps, com-
posed wholly or in part of iron, steel copper, brass, nickel, aluminum, or other metal
finished or unfinished (except surgicRal nedles including hypodermic needles, and
enspt instruments and parts in chief value of glass).

Pliers (not including slip joint pliers), pincers, and nippers, and hinged hand tools for hold-
lg and splicing wire, finished or unfinished; all the foregoing valued at not more than $2
per dozen.

Slip joint pliers; and other pliers, pincers, and nippers, and hinged hand tools for holding
and splicing wire, frshed or unfinished; all the foregoing, valued at more than $2 per
dozen:

Slip-joint pliers ......................................................................
Other pliers, pinoers, eto -------------------------------------------------------------

Files, file blanks, rasps, and floats, of whatever cut or kind, seven Inches in length and over -
Centrifugal machines for the separation of liquids or liquids and solids, not specially

provided for (not including cream separators), and parts thereof wholly or in chief value
of metal or porcelain, not specially provided for.

All other machines, finished or finished not specially provided for, and parts thereof
wholly or in chief value of metal or porcelain, not spciafly provided for:

W rapping and packaging machines, and parts thereof (except machines for packaging
pipe tobacco and parLs thereof; machines for wrapping cigarette packages, and parts
thereof; machines for wrapping candy, and parts thereof; and except combination
candy cutting and wrapping machines, and parts thereof).
Machines for manufacturing chocolate or confectionery, and parts thereof.
Food finding or cutting machines, and parts thereof.
Mach nes for making paper pulp or paper, and parts thereof -...............

Scythes, sickles, grass hooks, and corn knives, and parts thereof, composed wholly or in
chief value of metal, whether partly or wholly manufactured.

M etallic arsenic ............................................................... ..

20% ad val ---------
20% ad val ---------
50% ad val .........

35 each+55% ad val. -

20% ad val ..........

3Vi each+45% ad val

1 each+45%'0 ad val.

300 each+30% ad val._
35f each+30% ad val..
450 each+30% ad val.
55% ad val ..........

5 each+60% ad val...

60% ad val ----------
$1.20 doz.+60% ad val

77tif doz -------------
25% ad val -----------

273j% ad val -----.-.--

20 0 ad val ------------
15 ad val ----------501 ad v111 ------------

17%e each+27'% ad
val.

20% ad vnl--------

34i each+45% ad val-

150 each+45% ad val..

300 each+307 ad val..
350 eh+307 ad val..
450 each+80% ad val. -
55% ad val ------------

50 each+60% ad val..

40% ad val ...........
$0.80 doz.+40 ad val
450 doz ..............
25% ad val ..........

27h% ad Val ..........

105 ad val.

8X0 each+13%% ad
Val.

10% ad val.

1W1 each-+22W; ad
Val.

7 'O ach+22 % ad
val.

150 each+15%/ ad Val.
171 ech+15% ad val.
22 eaah+15% ad val.
27,% ad val.

2A0 each+30% ad val.

20% ad val.
$0.40 doz.+20% ad val.
22yjt doz.
12%% ad val.

13%% ad val.

27%% ad val -------- 20% ad val ---------- 10% ad vl.
30% ad. val -------- 20% ad. val --------- 10% ad. val.

h lb.-------------- Iftlb ................ 3c lb.



List of articles included with public notices dated Nov. 5, and Dec. 17, 1948, of intention to negotiate at Annecy, France, with 1930 Tariff Act
rates of duty, present rates, and rates 50 percent of Jan. 1, 1945 rates--Continued

Tariff Act
of 130, Item tariff Act of 1930 rate

Par.

ii sWDZN--ontilnued

396 ----------- Drills (inehing breast di ills) bits, gimlets, gimlet-bits countersinks, planes, chisels, 45% ad. val .. --------
gouges, mi other cutting tools; all the foregoing, if hand tools not provided for in ?are-
graph 34%. Tariff Act of 1930, and parts thereof, wholly or in chief value of meta, not
specially' provided for.

A97 ----------- Articles or wares not specially provided for, not plated with platinum, gold, or silver, or 45% ad. val ..........
colored with gold lacquer, whether partly or wholly manufactured: Portable cooking and
heating stoves, designed to be operated by compressed air and kerosene and/or gasoline,
and parts thereof not specially provided for, if composed wholly or In chief value of iron,
steel, or other base metal.

405 ........... Plywood (except birohllywood and plywood with face ply of Western red cedar (Ihtuja
pdcala)): .11't

Alder ------------------------------------------------------------------- 697f ad. val........-
OtheT.-4w --------------------------------------------------------------- ;0 ad. val-------

07 ----------- Sugar-box shook, and packing boxes (empty), and packing-box shocks, of wood, not specm- 16%'L. val ----------
ally providi for.,-

412 .......... Springclothepins ---------------------------------------------------------------------- 1.. 200 per gross .........
412 ---------- Manufactures of wood or bark, or of which wood or bark Is the component material of chief

value, not specially provided for:
.lo.h.ns(.otinluding.spring clothespins) ------------------------------ 33i% ad. val......

Srnsh backs---- ---------------------------------------------------------------- MR.9 ad. val......--
763 --------- Gras seeds and other forage crops needs: Tall oat --------------------------------------- lb ---------------
1402 .......... Wallboard, Including insulating board, and fiberboard, not plate finished, supercalondered 10% ad. val-------

or friction omlendered, laminated by means of an adhesive substanoei'vated, surface
stained or dyed, lhied or vat-lined, embossed, printed, decorated or ornamented in any
manner, nor out into shapes for boxes or other articles and not specially provided for.

1405 -------- Grease-proof and initation parchment paper, not specially provided for, by whatever name 30 lb. plus 15% ad val
known (other than grease-proof and imitation parchment papers which have been super.
calenderod and rendered transparent or partially so, by whatever name known).

149 --- Sulphate and sulphite wrapping paper not specially provided for:
Sulphate ------------------------------------------------------------------ 3 ad val ------
Sulphite ...................................................------------------------- 30 ad val ------------

1413--------- Manufactures of paper, or of which papr Is the component material of chief value, not 3510 ad val........--
specially provided for (except ribbon fly catchers or fly ribbons).

116------- Matches, friction or lucifer, of all descriptions:
In bons containing not more than 100 matches per box ................................ p per gross boxes ....
Other --------------------------------------------------------------------------------. 2% per M ----------
Wind matches ------------------------------------ ------------------------------- )40% ad. val ..........
All matches in books or folders or having a stained, dyed, or colored stick or tem. ....

1688 -------- A rticles manufactured, in whole or In part, not specially provided for: Tall oil or liquid rosin. 20% ad val ----------
1804 -------- Agricultural implements:

Present rate

45% ad. val ---------

22%0/% ad. val......

50% ad. val ----------
4 ad val ---------
7hk ad. val .........

100 per gross ---------

25ad. val ........
% . val.......

50 b ................
10% ad. val -------

3f lb. plus 15% ad. val

200 ad val ..........

17W per_ ross boxes. -
2%0 per I ------------

40% ad. val ----------
20% ad. val ----------

50 percent of Jan. 1,
1946, rate

22%% ad. val.

12)4% ad. val.

25% ad. val.

8%1 ad. vaL

R per gross.

124% ad. val.
16% ad val.

5% ad. val.

10 lb.
Val.

pplus 7t ;% ad.

10% ad val.
12% ad val.
174% ad val.

ft rgoss boxes.

20% ad. val.
10% ad. val.

I I



1623 ..........

1700 ..........
1716 .........

19 .. .........

706 .........

1530 (a) .....

1603 -------
1626 ..........
1627 .........

1780 ..........

Cream separators valued at not more than $50 each, whether in whole or in parts, in-
eluding repair parts.

Hard crisp bread made from rye flour and not more than 5 per centum of wheat flour, if any,
with yeast as the leavening substance.

Iron ore, including manganiferous iron ore ..........................................
Chemical wood pulp, unbleached (except screenings and soda pulp) -----------------------

URIUGUAY

Casaein or lactarene and mixtures of which casein or lactarene is the component material
of chief value, not specially provided for.

Extract of meat including fluid .........................................................
Meats, prepared or preserved, not specially provided for (except meat pastes other tha-i

liver pat, packed in airtight containers weighing with their contents not more tha'i
3 ounces each):

Beef packed in airtight containers, and pickled or cured beef or veal .................

Other -------------------------------------------------------------------------------

Hides and skins of cattle of the bovine species (except hides and skins of the Indian water
buffalo imported to be used In the manufacture of rawhide articles), raw or uncured, or
dried, salted, or pickled.

Agates, unmanufactured ..................................................................
Blood, dried not specially provided for ...................................................
Bones: Crude, steamed, or ground; bone dust, bone meal, and bone ash; and animal carbon

suitable only for fertilizing purposes.
Tankage, unfit for human consumption ..................................................

F ree ------------------

Free ..................

Free .................
Free - - - -- - - - -

5W per lb ...........

150 per lb ...........

60 per lb. but not less
tha 20% ad val.

6 per lb. ut not less
than 20% ad val.

10% ad val ..........

Free .................
Free .................
Free .................

Free ................

Bound free ..........

Bound free ........

Bound free ------------
Bound free........

2340 per lb ...........

74 per lb ..........

30 per lb. but not less
than 20% ad val.

3d ter lb. but not less
than 10% ad val.

5% ad val .............

Bound free ..........
Bound free ..........
Bound free ...........

Bound free ........-.

Bind free.

Bind free.

Binq free.
Bind free.

I* per lb.

3SW per lb.

1% per lb. but not less
than 10% ad val.

I per lb. but not less
than 10% ad val.

24% ad val.

Free.
Free.
Free.

Free.



520 EXTENSION OF -RECIPROCAL TRADE AGREEMENTS ACT

SWISS IMPORTS OF TRADE-AGREEMENT COMMODITIES

Senator Millikin requested that there be placed in the record a list of exports
to Switzerland of products on which the Swiss made concessions in the trade
agreement with the United States, to show trade before and after the agree-
ment as a means of indicating what benefits this country received in exchange
for concessions granted.

The following tabulation is submitted in response to that request. Because
Switzerland an inland country, American exports which may be destined for
Switzerland often show in United States export statistics as exported to the
country of the ocean port of destination rather than to Switzerland. Swiss inmport
data therefore provide a better measurement of American shipments to Switzer-
land than do United States export data.

SWISS IMPORTS OF TRADE-AoREEMENT COMMODITIES AND OF LEADING NONAGREE-
MENT COMMODITIES FROM THE UNITED STATES AND OTHER MAJOR SUPPLIERS,

1934-38

(The trade agreement with Switzerland became effective on February 15, 1936)

Reference.-Memorandum of January 31, 1940, from Trade Agreements Unit,
Bureau of Foreign and Domestic Commerce, entitled "Statistics Showing Imports
Into Certain Foreign Countries of Trade-Agreement Commodities and Leading
Nonagreement Commodities."

General note.-Where a trade-agreement concession affects only part of a pre-
vious statistical classification, statistics covering only the concession item or
items are generally not available for the preagreement period. In order to
afford some basis for comparing the postagreement trade in such items with the
preagreement trade, statistics covering the entire preagreement classification
are given for the full series of years, even though they may include products not
affected by the agreement. These items carry a notation that the concession
applies only on a part of the classification, and they are followed by the post-
agreement classifications, in indented position, showing, separately, imports
of the agreement items and the nonagreement items in 1937 and 1938. Pre-
liminary statistics of 1938 imports into Switzerland were used in this study.

A bbreviations-M. Q., Metric Quintal (220.46 lbs.) ; n. s. a., not separately
available; n. q., negligible quantity; n. e. s., not elsewhere shown in Swiss foreign
trade statistics.

Values in thousands of United States dollars converted from Swis8 france as
follows: 1 franc equals: 1934, $0.3237; 1935, $0.3250; 1936, $0.3019; 1937, $0.2294;
1938, $0.2287.



Swias imports

A. PRODUCTS ON WHICH SWITZERLAND GRANTED REDUCTIONS IN DUTY

Preagreement period P agreement period
Stat. No. Classification unit ____

________________________________ _______________________________ ___________________ ____________1934___ _______1935________ __1936_________1937 1_________1938______
89 /ab .............

89 a ---------------

89 b ----------------

101 b .............

102 ...............
103, 103 c .........

103 c...............

Fish, dried, salted, or prepared in any other manner in containers of all kinds
weighing 3 kilograms or less (duty reduced on part of classification):

1l countries - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

United States .........................................................

Sardines and herring in tomato sauce; preserved salmon; in containers
weihlng 3 kilos or less (agreement Item): I

A countries -----------------------------
U nited States --------------------------------------------------------

Other (nonagreement Item):
All countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

Preserved fruit of all kinds (except candied citrus fruits):
All countries ..........................................................

U nited States ---------------------------------------------------------

Chewing gum .............................................................
Various luxury Items (other than goose liver, oysters, olives, mushrooms,

eto,) including preserved shrimp (duty reduced on part of classification):
All countries ..........................................................

U nited States --------------------------------------------------------

Preserved shrimp (agreement item):
A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

$10..........----

$1,000-----------

V. Q------ -
$1,000-- --- --

M - - - - - -
M r. -------------
$1,000..........

28,851
1, 136
2,602

45

n. s. a.
n. s. a.
n. s. a.
n. s.a.

n. s. a.
n. s. a.
n. s. a.
n. s.a.

13,255
322

2,066
(2)

742
143
51
3

n. s. a.
n. s. a.
n.s.a.
n. s. a.

28,451
1,188
2,481

37

n. s. a.
n. s. a.
n. s. a.
n. s.a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

9,859
206

1,295
38

803
140

43
3

n. s. a.
n. s. a.
n. s. a.
n. s. a.

30,704
1,199
4,n564

83

n. s. a.
n. s. a.
n. s. a.
n. s. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

10,828
223

1,488
42

891
143
170
1

n. s. a.
n.s. a.
n .a.
n.s9.a.

32,543
1,106
2, 765

43

9,061
170

2,582
40

23,482
936
183

3

15, 145
275

2, 159
44

893
151
177
11

14
140

9

29,192
980

1,767
29

6, 242
132

25

21, 980
848
245

4

9,207
167

2,380
48

922
154
210
14

284
19

167
11

I Included in the statistics are some herring not in tomato sauce which are not covered by the agreement. Imports from the United States, however, consist largely of the prod-
ucts specified.

2 Not available.



8wiua imports-Continued
A. PRODUOT8 ON WHiCH SWITZERLAND GRANTED REDUCTIONS IN DUTY-ContiLaued

Classification Unit
Preagreement period

1934 1935

Postagreement period

1936
_______________________________________________ _____________________________________________ I. I- -I I

103 - - - - - - - -

948 al--------------

948 a/a2 -----------

948a2 ............

948a ................

,Various luxury Items excluding preserved shrimp (nonagreement item):

All countries ..........................................................

United States .........................................................

Typewriters and parts:
AU countries ..........................................................

United States .........................................................

G erm an y -------------------------------------------------------------

Gas meters, cash registers, accounting machines, and parts thereof (duty
reduced on part of classification):

A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

Cash registers, accounting machines, and parts (agreement item):
All countries ..........................................................

United States .........................................................

Gas meten (nonagreement item):
A li co unties ----------------------------------------------------------
U nited States ------------..-------------------------------............

M.Q -----------

$1,000...........

81000 ..........

M.Q...........$1,000

Pf. Q

$1,000 ------------

M .Q ...... .
$1000 . .....

$1, 00..........
Iv.Q .. . .. . .
$1,000---------

n. s. a.
n. s. a.
n. s. a.
n. s. a.

1,086
654
568
318
424
273

2,412
800
840
250

n. s. a.
n. s. a.
n. s. a.
n. s. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

B. PRODUCTS ON WHICH SWITZERLAND GRANTED REDUCTIONS IN DUTY AND

n. s. a.
n. s. a.
n. s. a.
n. s.a.

1,044
574
570
306
366
208

1,797
622
756
264

n. s. a.
n. s. a.
n.s.a.
n. s. a.

n. s. a.
n. S. a.
n. s. a.
n. s. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

978
514
542
298
393
191

1, 134
422
451
183

477
190
417
166

657
232
34
18

QUOTA INCREASES

2 a -.............

25 al----...........

Prunes:
All countries ..........................................................

United States .........................................................

Prunes in containers weighing 60 kilograms or morn: 1
A ll countries ----------------------------------------------------------

M . Q ............
$1000

. Q.... ......
$1,000 ---..---.....

M.Q ............
$1,000 ............

Stat. No.
1938

671
137
37
2

1, 185567
687
360
424
172

1, 278
428
313
153

371
166
273
130

902
262
40
23

638
136
48

1,180

404
176

1,292
482
468
207

'4M
204
367
169

836
278
96
as

17, 370
296

16, 611
293

n. s. a.
n. s. a.

11,972
170

11,842
168

n. s. a.
n. s. a.

20,771
819

16,907
253

n. s. a.
n. s. a.

12,422
173

11,218
162

n. s. a.
n. s. a.

18,733
214

18,720
214

7,018
75



26 a2........ ....... I

27 ............-- .

27a ............... I

27b..........----

95 ................

330 a/al ...........

330 al..... .......

330a ...............

U nited States --------...... ...........................................

Prunes in containers weighing less than 50 kilograms:
All conntriles ........................................................

United States ...............

Dried fruit, pitted or stoned:
All countries ..........................................................

United States ......----...............................................

Dried apricots:
A l cou n tries ----------------------------------------------------------

United States ---------------------------------------------------------

Other dried fruit; 
All countries ----------------------------------------------------------

United States .........................................................

Lard:
A ll countries ----------------------------------------------------------

United States .........................................................

Wallboard of vegetable fiber and paper cut for packing boxes (duty reduced
and quota increased on part of classification):

All countries..

United States .........................................................

Wallbord of vegetable fiber (agreement item):
All countries .....

U nited States ........................................................

Paper cut for packing boxes (nonagreement item):
All countries .........................................................

United States .......................................................

M .Q --- .........
$1,000 -- .......

M.Q -- .........

$1,000 .

M .Q -.........

$1 000 ...........
MR.Q ...........
$1,000 ............

M .Q ----- ........
$1,000 .............

V. Q -------
$1,000 -- - - - -

$1,000 .

M.Q ............

$1000 ...........
$1,000...

'Duty only bound on this group.
, Only the quota increase applies to this item.

n. s. a.
n. s. a.

n.s.a.
n. s. a.
n. s. a.
n. s. a.

12,055
364

11,262
343

n. s. a.
n. s. a.
n. s. a.
n. a. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

10,270
161

9,907
154

12,428
152

5,664
86

n. s. a.
n. s. a.
n. s. a.
n. s. a.

n. s. a.
n. s. a.
n. s. a.
n. S. a.

n. S. a.
D. s. a.

n. s. a.
n. S. a.n. s. a.

n. s. a.

6,309
20&5,966
196

n. s. a.
n. s. a.
n. s. a.
n. s. a.

n. s. a.
1. A. a.
n. s. a.
n. s. a.

254
8

252
8

5, 784
58

3, 278
30

n. s. a.
n. s. a.
n. s. a.
n. S. a.

n. s. a.
n. s.a.
n. S. a.
D. S. a.

n. S. a.
n. s. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

%,.233

n. s. a.
n.s. a.
n. s. a.
n. s. a.

n. s. a.
u. s. a.

n. S. $.

n. s. a.

n. s. a.

6 93
230

6,611
220

3,80&
31

6M9
8

n.s. a.
n.s. a.
n. s.a.
n. s. a.

n.s. a.
n.s. a.
n.s. a.
n. s.a.

n. s. a.
n. S. a.

n. s. a.
n. s. a.
n. s. a.
n. s. a.

10,069
287

9,580
274

6,283
195

6. 197
193

3,.786
92

3, 383
81

6,600
216

3, 680
125

7,360
65

1,040
14

7,341
65

1,040
14

19
n. q.

None
None

7,018
75

11, 715
139

11, 702
139

7, 847
204

7,643
198

6,061
167

8,037
168

1, 786
37

1.006
32

1,538
37

1,534
36

8,881
82

1.058
14

8,865
82

1,058
14

16
n. q.

None.
None.



Swis88 imports--Continued

C. PRODUCTS ON WHICH SWITZERLAND GRANTED QUOTA INCREASES

Classiflation

Wheat:
All countries ..........................................................

United States ---------------------------------------------------------

Argentina ...........................................................

Hungary --------------------------------------------------------------

Canned vegetables other than tomatoes: A
A ll countries ----------------------------------------------------------

United States .........................................................

Frane ....................................................... ........

Resinous woods for building and industrial purposes, etc.: I
All countries ..........................................................

U n ited S tates . ........................................................

Austria ---------------------------------------------------------------

Pneumatic tire casings, inner tubes: 7
All countries ..........................................................

United States .........................................................

Ita ly ------------------------------------------------------------------

Socks and stockings of silk or artificial silk: '
All countries ..........................................................

U nited States ---------------------------------------------------------

G erm an y -------------------------------------------------------------

Unit

$1000~M Q.....

1,000 M.Q -------
$1000I,&0-OM.- Q- -- -- -- --
$1,000----------1,000 M.Q --------

-100.---- ------
$1,9.Q..........1,000--- Q-------

M,~Q ..........

$1,000 ...........

M.Q-

$1,000 -

M.Q.....
$1,000 ..........MQ ...........
$1,000.
M.Q ..........
$1,000......

M.Q
$1,000 ..........

$1,000 ----------M .Q -------------

$1,000 .............

Preagreement period

1934

4,610
17 115
i4onle
None

2,029
7,427

911
3,515

15,751
503

10,392
298

2,286
108

450,817
1,882

59,177
341

204, 081
684

85, 175
2,712
6,146

359
5,586

467

247
320
18
42

121
147

1935

4,801
17,616

n. Q.
n. q.
2, 193
7,944

775
3,032

15,280
480

10,874
325

1,867
90

304,644
1,284

53,412
298

12, 392
412

31,373
2,244
4,815

325
5, 238

367

264

34
05

165
208

Postagreement period

Stat. No.
1937 1938

I
1936

4,639
20, 149

2,224
1, 44
6,337

13,678
408

10, 49
294

1,694
76

206, U8
879

63, 162
317

90,739
295

29,360
2,064
4,40

304
4,56

329

228
318
34
62
185
171

4,386
22,822

2601,393
1,119
6,071

933
4,703

13,170
406

10,089
303

2,096
77

250,726
1,000

50,033
303

122,444
369

28,895
1,886
4,806

306
4, 65

323

108
206
22

99
U3

I.

44 b ............

237 ................

522 -----------------

641---------------M I. . . . . . . .

4,308
17,939

680
2,932

2,420
513

2,163

, 124
260

6,064
178

1, 976
56

174, 295
681

26,811
165

62, 755
188

25,984
1,590
3,816

248
3,88

235
111
148
22
39
40
53



43 b ---------------

8.Me,.'882 el, 882 f,
882 fl, 882 g,882 gl,
882 h, 882 hi, 882 1

882 e, 882 f, 882 g.
882h.

882 1 ---------------

, I , ,.

882e1 882f,882g ,
8826 -- --- --

914 a --- - - - - -

Petroleum residues for heating:
AU countries ----------------------------------------------------------

United States ---------------------------------------------------------

French Guiana ........................................................

R um an ia --------------------------------------------------------------

Bleetrie refrigerators, oil burners and parts:'
A ll coun tries ----------------------------------------------------------

United States .........................................................

G erm a n y . . . .......... ..... ...... ............................. ... ....

Electric refrigerators and parts: 10
A ll countries ----------------------------------------------------------

United States .........................................................
I.

G erm an y . . . . .. ................... .................. ................

Refrigerator cabinets of all kinds, without internal mechanism: 11
AIL mnses ------------------------------- w-----------------

United States----------------------------------------.........
* I'

Sweden ---------------------------------------------------------------

Oil bumers:"3

All countrl_. -.. I

United States .........................................................

Automobiles and parts weighing each less than 800 kilograms: "
All countries ..........................................................

U nited States ---------------------------------------------------------

Germany --------------------------------------------------------------

Italy ..................................................................

1,000 M. Q ------
$1,000--.-...
1,000 M. Q----
It= 0-----------

1,00 .Q------
$1,000 -----------
1,000 M. Q------
$1,000 ----------

M.Q.---------
$1 000..........

8000 -----------

r Q --. - -- - -

M .Q ...........

$1P0o0 ............

$1,000..........
i,.Q.............

$1,000----------

V.Q
$1,000 -----------
l.Q---------

M. Q...........
$1.000 ------------

Mr.Q ........
$1,000 ------------M. Q ---------
$1 000

$1,000..........--

$1 000.....

$1,000 -----------

& Duty bound for canned asparagus.
6 Duty bound for Douglas fir.
I Duty bound. While the United States and Italy are the only countries shown, Great Britain, France, and Belgium also enjoyed substantial shares in the trade under this item.
I Duties bound for socks and stockings of silk.
'Duties bound on 882e, f, g, h, and i. Duties reduced on 882 gland 882 hi.

10 Duties bound.
11 Duty bound.

1,631
3, 963

12
327

21
49

695
1, 662

4,002
582

2,490
358

1,027
141

n. a. a.
n. s. a.
n. s. a.
n. a. a.
n.s.a.
n. s. a.

1,036
69646
40

170
15

n. s. a.
n. s. a.
n. s.a.
n. s. a.

12,890
1,285

342
31

5,660
477

3,933
490

1,686
3, 800

16
35
75

161
703

1,544

2, 76
343

186
667

n. s. a.
n. s. a.
n. s. a.
n.s. a.
n. s. a.
n.s9.a.

682
45

493
32

107
11

n. s. a.
n. s. a.
n. s. a.
n. s. a.

15,823
1,482

33
3

6,6609
533

41385
493

1,724
3,497

77
168
192
385
651

1,319

2,388

1,210

498
61

n. s. a.
n. s. a.
n. s. a.
n. s. a.
n. s. a.
n. s. a.

9O6
60

632
36

218
21

n. sa.
n.s.a.
n. s.a.
n. s.a.

17,242
1,008

99
15

9,175
493

4,110
288

1,631
3, 908

M8
1,420

306
749
300

2, 121
229

1,380
147
305
32

981

86125
195
10

1,032
66

732
45

216
18

108
38
go
16

20,330
1,199

301
20

12,392
642

6, 389
444

1,711
3,789

601
1,361

420
917
141
302

2. 107
237

1,196
140
286
30

978
129
M85
86

154
21

977
63

5M6
37

28
21

152
45
40
17

24,734
1,635

222
17

12,129
671

6,405
423



Swiss imports-Continued

0. PRODUCTS ON WHICH SWITZERLAND GRANTED QUOTA INCREASES-Continued

Classification

Automobiles and parts weighing each 800 kilograms to 1,200 kilograms, in-
olusive:"

All countries ..........................................................

United States .........................................................
I

G erm any .... ...............................

Automobiles and parts weighing each more than 1,200 kilograms up to and
including 1,60 kilograms: 1I

All countries ..........................................................

United States .........................................................

Germany -......--------.............. ........... ...............

Automobiles and parts weighing each more than 1,600 kilograms:"
A ll countries ----------------------------------------------------------

11,

United States .........................................................
'.

Germany ..........................................................

Radio apparatus:
A ll countries ---------------------------------------------------------

United States .........................................................

Netherlands ..........................................................

Germany...........................................----------

Benzine and bensol for motors: Is
AU countries.........................................---------

United States........................................---------

Rumania....................................................

Unit

M.
$ 1,0 .............

.----------

9,o Q. -----------

$1,000 ..........

IOM. Q --------

$00 .............

1,000 M. Q ......1,00 .............

1,000 M----------

$1..0.........

Preagreement period Postagreement period
_______ I - I

1935 1987
I. I - - I I

53,768
4,86

16,512
1, 119

13,296
1,276

46,395
3,713

38,316
2.281
2,546

804

19,026
2,68

11,8546
1,217
3,972

797

4, 131
2, 336

492
241

1,889
1,089

983
590

2185
7494

196
702
948

3, M

43,713
3, 360

10,114
662

13,126
1,111

87,962
2, 778

28,286
1,837
3,743

U, 275
1, 781
6128

603
3, 434

698

4, 163
2, 160

497
231

2,027
1,060

735
462

2,067
6,770

322
1,039
1, 113
3, 865

1

37, 478
2,486
7,641

41311,297

791

33, 923
2,165

9,258

2491
*0

14

4 7
12D

410
M6
492

1,938
6.088

407

2,4921

42, 244
2,700

14,992
948

12,240
827

38,090
1,882

26, 88
1,382
2,708

215

10,142
1,309
5, 780

670
2,368

407

2,860
1,197

390
181

1,214
382

370

1,942
6,907

713
2, 533

727
2,60M

1938

48,841
2,917

17,099
1,136

11,754
787

33,013
2, 103

24,867
1,400
3, 626

301

10,142
1,406
6,539

%28
464

3,094
1,368

429
188

1,110
385
631
465

2,006
6,917

705
%,077

2,325

Stat. No.

914 b ..............

914 o----...........

914 d ...............

954 ................

1068 b ..............



Kerosene:
A ll countries ----------------------------------------------------------
United States................................................
Unte Sta----------- - - -- -- ------------

Rumania .............................................................

Lubricating oils:
A ll countries ----------------------------------------------------------

United States .........................................................

G erm any -------------------------------------------------------------

$1 .............

M* ------------it . .............$1.1 -------------
.............
.............

.............

-------------
$ -------------
9 ---------------------------------------

-------------

251,467
778

51, 158
158

71,957

38,052
116

207,018
2, 175

139, 460
1,552

32,692
274

241,920
679

43,046
123

86,846
246

76,036

2,406
2,111

138, 134
1,434

332

," 1' D. PRODUCTS ON WHICH SWITZERLAND BOUND EXISTING TARIFF TRF.'TMENT

12 ...............

24a ................

iIN

8--------.....---

Milled Ame: 14
All countries-------------------------------------

U nited States ............................................... .........

Italy ------------------------------------------------------------------

Netherlands ..........................................................

Fresh apples, pears, and apricots, not In bags or in bulk: Is
All countries ..................................................

U nited States 1' ------------------------------------------------------

Italy ..................................................................

Raisins: I
All countries ..........................................................
United States .........................................................

Groe................................................................

Turkey ...............................................................

,'-Duty bound.
"Duty reduced.
Duty reduced from 28 to 26.50 trance per 100 kilos on Dec. 1, 1936.

' Existing quota allotment also bound.
16 The binding extends only to the existing quota and Ubt to the rate of duty.
16 All imports from the United States were apples and pears.
I? May include some Imports of Malaga raisins and Denia raisins not omrled by the agreement.

--------

--~- - - --
-------

1126, 1126 a---------

1181 b --------------

219,802860
47, 788

123

188
71,662

168,091
1,438

119,026
1,010

24, 6M
197

200,591604
55, 606

169
72,559

217
73,809

205

201,84W
1,881

34,073
278

201,142
554

160
71, 383

'195
57, 843

161
19o,52n

1,403
128,287

901
35, 550

247

41,638
852

16, 121
168

6,241
357

4,254
36

45,244
668

26,193
370

2,140
. 25

15,561
280

,255
108

4, 613
62

4,396
76

43,861
334

1,16

91
8,784

.86

46, 740
45. M3

41

4,348
651

10, 771
146

1,312
. 17

16,144
233

6.939
1oe

3, 743
46

5,.198
78

1,043
349

18,440
173

6093
467

2,627
25

87,017
1.042

28,965
350

33, 533
356

17,092
4 273

8,3388
136

3, 433
s0

5,114
84

80,290
295

24,517
212

5,824
51

7,541
48

63,682
glg

32,983
427

2,258
18

17,358
275

10,082
161

3, 797
54

2,824
80

65, 452
80

26.410
215

6,48
6*1

21,817
15

46, 917
574

26,683
304

2,725
23

18,053
241

11, 163
146

3,314
40

3,110
49I



8wiss istpor--Continued
1). PHOi)IUT ON WIO 8WITZERLAND BOUND EXISTING TARIFF TREATMENT-Continued 0

Stat. No.

140 .................

184 .................

341 .................

628 b ...............

632a ...............

80b ...............

Classification

I I I I IBladders, Intestines, rennet:

Bladders, Intestines, rennet:A ll em a tries ..........................................................

U nited States -------- ------------------------------------------------

C h in a -----------------------------------------------------------------
Cin

Goat and kid leather, chrome-tanned: 10A ll om ntr s ----------------------------------------------------------

United States .........................................................

Great Britain .........................................................

France ................................................................

Cotton, raw:
A ll countries ----------------------------------------------------------

United States .........................................................

Egypt ................................................................

Electrodes, unmounted, other than I blook form weighing 40.kilos or more:
All countries ..........................................................

United States .........................................................

G erm any -------------------------------------------------------------

Emery powder, carborundum, etc.:
AU countries ..........................................................

United States .........................................................

France ................................................................

Typeetthg, bookbinding machines:
All ouiiles ..........................................................

Unit

M 4 .............
-------------

M.

-----------
--- ----------

-----------

M -------------
U 4

--------------------------.............$1 A ------------------------
.............

--- ---------
-------------

M - -------------
Sli
1W - -------------
$1 A -------------

-------------

Q --------- _--
$1 low -------------

Preagreement period

1084 1986

Postagreement period
I 'I

198 1987

10,308
1,718
0,058

465
1,483

286

4,970
2,00

814
532

1,488
488

1,494
396

25f4,600
8,079

2,401
144,064

6,332

1, 46
42

507
29
8

3,061
67

1,865
82

11

8,600
679

16,628
1,38"

14 OPA

326

846

7,984
2,578

848
532

1,940
624

1,724
461

26",801
8,93

81,344
2,580

141,084
6,208

1,248
60

499
so

814
18

8,891
74

1,807
go

&W
12

4,402
677

2,067
1,604

10,176
342

2,620
464

7,466
2,781I
1,060

803
2,087

612
1,896

607

266,402
9, x3

76,276
2,417

132,198
6,133

720
34

876
28

167
7

4,421
87

1,116
26

38

8,767
427

21,

243
2,811

628

7,644
2,757

86
664

2, W6
676

1,802

340,617
11,612
67,276

2,748
174,010

6,541

1, 30
71

47

7,688

1,4117
41

1938

16,238
1,096
8,198

240
2, 141

6,081
1,626

414
226

1,479
467

1,481
438

24, 868
8,616

71,=0
1,7865

156,231
6,422

1,142
46

b18
23

468
18

90

2,402
31

3,487
43



948 bl, 948 b2, 948
b8, 948 b4.

106 a ..............

1120 ...............

1130 ................

1132 a ..............

U nited States ---------------------------------------------------------

Germany .............................................................

Oalculattng machines and parts:
MI countries .........................................................

United States .........................................................

Gormany .............................................................

Ooal-tor derivatives, etc., for the manufacture of aniline dyes:
All countries ..........................................................

United States .........................................................

(Jrmany .............................................................

Paraffin and ceresin:
Countries .........................................................

United States .........................................................

France ................................................................

Vseline:
All eomrrles ..........................................................

United States ........................................................

Belgium ..............................................................

Lubricating greases:
All nyuatri ..........................................................
United Htates .........................................................

Germany .............................................................

Mo ...... .....

.............

.............

-------------::

337
67

3,152

305
380
10

219

70
95

401
867

40, 199
196

16,808
322

18,291
219

10,876
134

3
n. q.

3, 38
57

2,284
39

404
7

3, 710
78

2,165
45

774
13

167
36

3,442
562

382
352
288
237

6
75

94,107
907

58, 144
320

17,335
296

22,868
20 7

14,656
153

2, 704
29

3,810
63

2, 573
41

278
5

3,314

1,586
31

1,066
13

101
25

3,146

3.

220

217
198
34
47

96,180
880

5040
304

17, 643
283

18 396
217

8, 870
80

4,184
46

3, 697
55

2,863
40

517
8

2,402
34

1,252
19

717
9

11 Includes Imports of reptilian leather and several other Items not Included In the agreement, which are of secondary importance to the United States.

416
76

2, 147
256'

312
330
196
216

59

122,624
1, 147

81, 019
448

15, 157

21,380
230

7, 635
78

4, 577
. 49

318115
50

2,446
30

Beg
12

2,52?
30

1,254
16

917
9

143
47

2,804
317

240
2H4
131
143
so
5s

112,040
953

73, 559
339

24,939
423

17,646
170

8,771
0?

3, 58
3?

3. 294
43

%id14
go

me0
8

2,546

X1~
32

1,018
19



Swias importa-Continued

E. LEADING NONAGREEMENT PRODUCTS

Preagreement period Postagreement period
Stat. No. Classification Unit

1934 1935 1936 1937 1938
Rye:I

21

24---------------

4 - - - -- --------------

78 ----------------

...6 ... .........

165 -----------------

,I, 44

177 a --------------

]Rye:
A ll cou ntries .........................................................

U nited States ........................................................

Barl: Il commtries ----------------------------------------------------------

United States ---------------------------------------------------------

R um ania -------------------------------------------------------------

U. S.8. R .............................................................

Preserved meat other than ham, bacon, and frozen meat:
A ll countries ----------------------------------------------------------

United States .........................................................

F rance , ---------------------------------------------------------------

Oleomargie edible tallow:

U nited States ---------------------------------------------------------

A rgentin a -------------------------------------------------------------

Bone, powdered crude bone, bone ashes, lime ashes, and dried scum from
m]r refineries, crude phosphates:A ll countries ---------------------------------------- I ------------------

U nited States ---------------------------------------------------------

F ran ce ----------------------------------------------------------------

Sole leather of all kinds, including neck and side backs:
- A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

M.Q ---------
$1000

1,000 M. Q ------
$1,000 -------------
1,000 M. Q ......
$1,000 ------------

1,000 M . Q - - -----
$1,000 .............

1000 ............

$1 00

W--------------------------------- -- -- - -- - -- -- - -$100 -------------

. --------$1000.- '

6, 478
146

None
None

1,305
4 48
?4one
None

720
2,276

2
6

1,887
138
46
31

607
80

28,403
423

7,26
133

11,869
' 162

248, 496
404

80,952
116

29,808
71

4,022

660
52

88,437
270

None
None

1,320
4 672
Rone
None

869
2, 86

25
86

1,394
117

324
24

882
47

24,766
46

5, 602
157

8,384
144

180,618
309

61, 447
74

37,396
98

4,082

404
30

153,628
471

None
None

915
3,306

3
11

648
2, 2

3s
70

X 475
176

1,018
02

382
46

K ,809
489

3,88M
67

10, 414

277,442
457

81,262
114

86,908
180

3,724
331

34~

279, 705
1,163

19,940
84

1,58
6, 088

as
146
4.5

1,640
M

2,888
161

1,320
89

339
33

30,3W
489

1,724
49

197

318,916
517

108, 705
131

61,158
117

3,786
325
523
67

200, Mo
716

108,307
397

1,476
5,247

330

278
576

1,874

A29
158

1,089

319
24

31,2 4
427

2, U4

8,286
113

322,027
582

122, 745

67,252

2,509
227
258
26



177 b ............

179 ...............

181 -----------------

218. ---- - - - - - -

218..............

228b ..............

,' 'I,

France - - - -- - - - - -- - - - - -- - - - - -- - - - - -- - - -

Sole leather of all kinds, including neck and side, other than backs:
A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

Leather for boot and shoe uppers, call skins chrome-tanned, dyed or
blackened on the outside and shagreened (box calf):

A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

Other leather for )boot and shoe uppers, not Including calf, cow, and ox in
natural color or waxed:

A ll countries ----------------------------------------------------------

United States .........................................................

G reat B ritain ---------------------------------------------------------
-I

Germany .............................................................

Oil-cake and oil-cake meal, carob beans:
A ll countries ----------------------------------------------------------

U nited States ---------------------------------------------------------

France ................................................................

Italy ..................................................................
Netherlands... .",k A

Building and cabinet makers wood, in the rough, hardwoods, other than
beech:

All countries ..........................................................

U united States ---------------------------------------------------------

West Africa ................................. ; .........................

France ................................................................

Building and cabinetmakers wood, sawn lengthwise or split, even, com-
pletely squared, hardwoods other than oak:
All countries .........................................................

United States .......................................

Y ugoslavia ------------------------------------------------------------

M .Q -------------
$000 ......

$ -00 -------------

540
72

1,853
111
667

37

1,564
877
124

' 40

7,093
1, 526

421
100
841
71

4,224
993

143,987
467

2,382
10

44,123
.127

66,230
255

20,779
34

412,580
1,262
9,570

42
116,607

547
92,155

160

163,932
818

7,236
93

61,196
244

946
118

2,008
113
582
20

558

168

112
46

9,796
2,008

518
182

1,330
144

6,308
1,242

157,942
474

1,611
10

82,351
294

3,181
16

50,819
71

380,410
1,144

14,395
53

145,663
573

99,714
179

124,733
675

10,701
120

A8,193
145

666
93

1,760

653
35

1,797
861
6D
40

7, 169
1,553

443
l64

1,072
191

611

117,910
444

22, 257
100

48,676
206

9,667
45

21,503
25

312, 535
957

89,629
33,

137,398
504

93, 459
209

70,325
335

6,178
64

20,700
77

518
66

2,701
148

1,022
as

2,309
1 983

134
83

8 1458
1,5

480
187

3,068
363

1,027
211

242,000

4968
194

11,529
406

54,601
193

12,864
16

4^9 161
1,214

11,'903
62

231,279
767

140, 514
225

122, 767
485

6,383
so

48,631
154

946
107

1, 3M-
77

we6
28

1, 252
493
75
38

5,36
1,017

393
123

1, 700
172
446
115

65,470
10g

18, 218
71

2,000O
7

2,322
9

39,406
ap

428335
1,061
6,677

38
10%,370

636
183,463

266

103, 350
434

5,838
77

41, 627
128



Swiss import--Continued

E-LZADLNG NONAGREEMENT PRODUCTS-Continued

Preagreement period Postagreemeat pelod
Stat. No. Classification ' Unit

1934 1935 1936 1937 1938

291...............

142.............

6388 a .............

Rp, old rope, and other waste for the manufacture of paper:A 11 countries ------------------------------------------------------------

United States --........................................................

France ................................................................

Great Britain .........................................................

Fibroa materials for the manufacture of paper, produced by chemical
processes (cellulose, pulp of straw, espartograss, etc.), wet or dry,bleached:

A ll countries --------------------------------------------------------

United States .........................................................

Sweden ...............................................................

Cotton, bleached, dyed, etc.:
All countries ......................................................

United States .........................................................

S w ed en ..............................................................

Clay, potter's clay, refractory earth, china cay, and earths and crude
mtteral substances n. e. s., even if calcined, washed, or ground:

A ll coum trles .........................................................

U nited States --------------------------------------------------------

Germany .........................................................

Gamete, and rubies, In the rough, for watelm and clocks:
A ll countries ----------------------------------------------------------

United States .........................................................

rrane ................................................................

SI. a2 2 --.222.
$1 ------........

Eta -------------

187,18i.
73

2,186
2)

3,637
263

25,877
146

79, 110
672

3,560
52

39,330
318

24,725
249

2, 819
49

20, 362
171

92, 805
910

111854
75

550,074
372

43
71
4

17
it
25

IS07
122,5865

7,26W
48

29,310
191

35,439
211

74,305
668

5 589
108

34,366
255

2, 1I5
85

1,460
29

None
None

757, 461

9,972
64

409, 186
321

70
104

a
19
43
04

102 M
612

6,885
34

25, 60
203

27,143
183

94, M
767

6,471
91

59,306
486

3,240
U9

2,35M
42

None
None

734, 779
879

10, M7
56

335,967
312

122
210
19
6
as
96

, 783
9,83

1 50
22,870

147
24,265

147

127,972
1,133
9,63

168
81,562

687

3,899
89

70
None
None

97, 976
1,040

18,724
96

408,341
345

171

29
61
6I
90

4.7
5,812

34
2T,655

162
26,240

123,482
1,114
9, 177

125
73, Mg

076

2,8781. 4
Nose
None

849,116
977

16,83
83

408,160
385

92
114

1
7

86
84



645-- - - - - - - -

69 4a---------

728a ................

72a ................

818 a 8------- ........

894/898 mb ----------

984/898 m8 ........

A ll eounu rhs ----------------------------------------------------------

United Sttates .......................................... --------------

G erm an y -------------------------------------------------------------

France -- - - - -- - --- -- -- - - - - --- - - -- -- - - - -

N etherlands -----------------------------------------------------------

Glass plates for photography, dry; films, unexposed:
A ll countries ----------------------------------------------------------

United Stt .........................................................

G erm an y ------------------------------------------------------------

Sheet Iron for dynamos, subject to the requisite measures of control:
All countries ..........................................................

U n ited States ---------------------------------------------------------

Germany .............................................................

Pure copper and copper alloys, in bars, pigs, slabs, disks, etc.:
All countries ..........................................................

U nited States ---------------------------------------------------------

C h ile ------------------------------------------------------------------

Copper wire, In coils; rolled:
Al countries ..........................................................

U nited States ---------------------------------------------------------

C an ad a ---------------------------------------------------------------

Motors driven by gas, petroleum, benzine, hot air, compressed air, and all
other motors, except those for vehicles:

A ll coun tries ----------------------------------------------------------

U nited States ---------------------------------------------------------

Germany -------------------------------------------------------------

Machine tools for working metal, wood, stone, etc.:
A l co un tries ----------------------------------------------------------

United States .........................................................

G erm any -------------------------------------------------------------

1 ,O 0 0 M . Q - - - - - - --
$1,000..........
1,600M.Q......
$1,000 ..........
IOM.Q------
$1,000 ---------
1,000 M. Q ----..
$1,000 ............
1,0 -M. Q..----
$1,000 ----------

M.Q ............

M.Q ..........
SMI 00 -------------

L............
M'Q..........

M........

M.Q .---------

$1000 -------------

7, 428
7, 668

32
87

4, 690
4, 781
1, 215
1,211

884838

2,497
793
228
64

1,303
469

38, 915
410

3,318
52

:30, 464
313

148, 128
2,831

67,824
1, 102

45, 488
859

30, 026
611

13, 266
272

2, 684
52

1, 922
441
744
79

3, 302
157

46,642
2, 6392
1,266

180
40, 015

2,114

8, 116
6,54218

66
5, 589
4, 343
1,180

996
1,013

842

2,412
771
393
120

1,202
435

48, 893
441

4, 255
560

41,248
3 6

149, 614
2, 619

74, 006
1,340

37,395
614

24, 714
468

9, 972
186

13, 714
262

4, 844
305
642

69
1,979

91

26,190
1, 933
3, 715

368
18,373
1,246

8, 492
6, 798

32
121

5, 927
4, 639
1,287
1,010

924
7A I

2,406
717
336
103

1,185
374

43,714
356

4,390
58

33, 228
250

123, 317
2, 041

81. 1111,08
17, 839

363

14, 305
338

3,986
102

9,671
222

8, 727
412
800
73

3, 003
130

20, 853
1,575
1,443

232
14, 972
1, 003

9,476
9,248

66
224

6,426
6,166
1, 272
1,158
1,028

997.

2, 281
574
381
97

1,025
272

95, 535
981

12, 128
1,61

45, 330
492

204, 492
5,958

108.411
3, 146

41,054
1,176

19,231
594

4,108
120

14, 861
458

6, 514
502

1,185
100

1, 461
143

27, 148
2, 517
3,452

529
18, 529
1, 528

8, 868
9,099

8o
276

5,689
5, 749
1,124
1,073
1,347
1,346

2,48 1
707
462
193

308

43, 62
549

9,675
149

13, 892
179

193, 778
4, 593

80,379
1,0W6

36,014
804

14,242
341

1,556
37

12, 570
300

14,669
800

1, 791
158

4, 964
233

37,867
3, 718
5, 427

25, 032
2,233



St Uis imports--Continued

E. LEADING NONAGREEMENT PRODUCTS-Continued

Preagreement period Postagreement period
Stat. No. Classification Unit

1934 1965 1936 1937 198

894/898 mg .........

902 (a) ............

914 h ...............

9A6....... .....

981 ...............

Machinery and mechanical appliances of all kinds n. e. s.; and finished
parts of the same n. e. s.:

All countries ----------------------------------------------------------

United States .........................................................

Germany .............................................................

F ran ce ----------------------------------------------------------------

Exposed films for cinematographic projection:
All countries ..........................................................

U nited States .........................................................

France ................................................................

Germany --------------------------------------------------------------

Aeroplanes: I..... I IAll countriesq .........................................................

United States ....................................................

Germany ............................................................

Phonographs, cinematographs, sound disks, etc., for talking machines
and similar apparatus:

All oountrles .........................................................

United States ........................................................

Germany .............................................................

Great Britain ........................................................

Pharmaceutial products, n. e. s., such as powders, lozenges, salves, pills,
ointments, sirups, tinctures, pharmaceutical jellies, processed fatty oils,
extracts, essenceps, liniments, lotions, specifics, suppositories, tonics,
ind medicinal wines:
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UNITED STATES-SWISS NF-iOTIATOnS OF TRADE -AGREEMENT OF 1936

Tne trade agreement between the United States and Switzerland was negoti-
ated in Washington in 1935. The United States negotiators, with their official
designations as of that time, were:

Mr. Henry F. Grady, Chief of the Division of Trade Agreements, Department
of State.

Mr. Harry C. Hawkins, Assistant Chief, Division of Trade Agreements, Depart-
ment of State.

Mr. Paul T. Culbertson, Division of Western European Affairs, Department of
State.

Mr. David Williamson, Division of Western European Affairs, Department of
State.

Mr. Howard Barker, United States Tariff Commission.
Mir. Joseph M. Jones, United States Tariff Commission.
Mr. Leigh Hunt, United States Department of Commerce.
Mr. R. B. Schwenger, United States Department of Agriculture.

The negotiators for the Swiss Government were:

Mr. Walter Stucki, Director of the Commercial Division, Department of Eco-
nomic Policy.

Mr. Marc Peter, Minister of Switzerland.
Mr. Loui. H. Micheli, Counselor of Swiss Legation.
Mr. Victor Nef, Swiss Consul General at New York City, N. Y.

Mr. Albert Amez-Droz, at that time secretary-general of the Swiss Chamber of
Commerce for the Watch Industry, was in Washington as a technical adviser to
the Swiss negotiators. His principal activity was concerned with discussions of
the technical aspects of the smuggling problem. This problem was dealt with in
a separate declaration by the Swiss Government, made public simultaneously with
the publication of the trade agreement. Under this declaration, the Swiss Gov-
ernment set up an export-control system which went into effect on May 1, 1936.

Senator MILUKIN. Mr. Chairman, in addition to the State Depart-
ment witnesses, when we resume with Mr. Thorp, we will also prob-
ably want Chairman Ryder and maybe one or two members of the
Tariff Commission to appear.

The CHAIRMAN. We can decide on that tomorrow, Senator.
Did you wish to furnish the State Department with a copy of these

questions?
Senator MULKN. I have given them a copy.
The CHAIRMAN. Do you wish a copy in the record?
Senator MILLIKIN. No.
The CHAIRMAN. You can see what response can be made to that

inquiry by 10 o'clock tomorrow morning, or later, if you cannot get
to it before that time.

I offer for the record a summary prepared at my request of the
record of imports and domestic production of hand-made table,
kitchen, and art glassware.

(The summary referred to is as follows:)

HAND-MADE TABLE, KITCHEN, AND ART GLASSWARE (PAR. 218 (F))

Imports of hand-made table, kitchen, and art glassware in 1948 showed a
marked decline from the 1947 figure, despite tariff concessions which became
effective in January and April 1948. As indicated in the table below, the decrease
amounted to about $1,000,000, a drop of 30 percent compared to 1947. Prelimi-
nary estimates of domestic production indicate that it has remained high, equal-
ing the 1947 record. Domestic production in 1947 and 1948 was double the peak
prewar (1937) figure, whereas imports were only slightly higher in 1947 than
in 1937, and in 1948 were considerably lower. The ratio of imports to produc-
tion has thus declined greatly since the war (from 15.4 percent in 1937 to 5.5
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percent in 1948). Early in 1948 it was reported that foreign prices had risen
200 to 300 percent since 1941, compared with domestic price increases of about
85 to 90 percent.

Hand-made table, kitchen, and art glassware

Domestic pro- Ratio of im-
duction Imports ports to pro-

duction

7 housands of Thousands of
dollars dollars Percent

1937 ---------------------------------------------------- 19,000 2,926 15.4
1946 ---------------------------------------------------- 35, 500 2, 458 6. 9
1947 --------------------------------------------------- 42,000 3,307 7.9
1948 ---------------------------------------------------- ' 42,000 22,322 5.5

'Estimated.
2 Preliminary.

Clearly, the demand for luxury and utilitarian products like glassware, pur-
chases of which were deferred during the war, is stimulated by high ili.one. Both
imports and domestic production of these articles are determined by the (.olditiois
of the domestic market which in turn depend upon the size of the national income.
Domestic production and imports of glassware fell at about the same rate during
the last half of 1938 compared with 1937. The conditions which niade a poor
market for domestic products also made a poor market for imports. Similarly.
a good market for domestic products can at the same time be a good market for
imports.

It was stated in the hearings before the Ways and Means committeee that in the
past several weeks a number of plants in West Virginia were either closed or
running part time. The inactivity was attributed to imports. If this inactivity
is not actually atttributable to domestic factors, such as seasonal lay-offs, but is
believed to be caused by imports resulting from trade-agreement concessions,
there is nothing to prevent the affected firms from applying to the Tariff Cominis-
sion for an investigation under the escape clause of the general agreement on
tariffs and trade.

The concessions on handmade glassware in the Geneva agreement, as with all
concessions, were based on painstaking study and preparation by the executive
agencies participating in the trade-agreements program. All interested parties
were given a full opportunity to state their views at public hearings. The moder-
ate reductions in duty on these articles were accorded only after careful con-
sideration and were designed to promote a healthy international trade without
causing or threatening serious injury to a domestic industry. The escape clause
has been inserted in all recent agreements and in Executive Order No. 1(X)04
specifically for the purpose of protecting American industry from unforeseen
injury. It is not mere ornamentation but a concrete provision with established
machinery for its enforcement. It is available to any firm who wishes to use it.

The CHAIRMAN. Is there anything further? If not, the committee
will recess until 10 o'clock tomorrow morning.

(Whereupon, at 5: 50 p. m., the committee recessed to reconvene
tomorrow at 10 a. in. Tuesday, February 22, 1949.)

86697-49-pt. 1- 85
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TUESDAY, FEBRUARY 22, 1949

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Wahington, D. C.
The committee met at 10 a. m., pursuant to adjournment, in room

312, Senate Office Building, Senator Walter F. George (chairman)
presiding.

Present: Senators George, Connally, Byrd, Lucas, Hoey, Millikin,
Martin, and Williams.

The CHAIRMAN. The committee will come to order.
Senator MILLIKIN. I see Mr. Brown is here. May we ask him what

he knows about ITO ?
Mr. BROWN. Nothing whatever happened except it is to come up in

the next few weeks.
Senator MILLIKIN. That is as close as you can pin it?
Mr. BROWN. Yes, sir.
The CHAIRMAN. Is it on the President's desk? Or do you know,

Mr. Brown?
Mr. BROWN. I do not know. All I know is that we are anxious to

see it come within the next few weeks. Of course, it is his decision.
I do not know whether it is on his desk or not.

Senator MmARIN. Either you or Mr. Thorp testified the other day
it was on the President's desk.

Mr. BROWN. No, sir; I do not think he did.
Senator MILLIKIN. What was the testimony?
Mr. BROWN. The testimony was that we expected it to come up

within the next several weeks.
The CHAIRMAN. Is Mr. Goss here?
Mr. Goss. Yes.
The CHAIRMAN. Mr.-Goss, are you ready to proceed?

STATEMENT OF ALBERT S. GOSS, MASTER, THE NATIONAL GRANGE

Mr. Goss. Yes, sir.
The CHArRMAN. Mr. Goss, you are still the head of the Grange, I

believe, are you ?
Mr. d(ss. Yes, Senator.
The CHAIRMAN. You are called the master?
Mr. Goss. Master of the National Grange is the title.
The CHAIRMAN. Master of the National Grange?
A r. Goss. Yes, sir.

eCHAIRMAN. We expect other members of the committee to be
coming in, but we will proceed for the time has arrived. Do you wish
to make a statement here before questioning!
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Mr. Goss. 1 would appreciate the opportunity of giving my state-
ment before questioning.

The CHAIRMAN,. Very well, you may proceed.
Mr. Goss. My name is Albert S. Goss. I am master of the National

Grange. We do not believe H. R. 1211 will provide the type of tariff
system the Nation needs. We would like to see sound tariff legislation
far more comprehensive than anything contemplated in this bill, and
we fear that enactment of such a measure would merely serve to assure
the continuance of an unsound and objectionable situation for another
2 years-a period of readjustment in trade when we will probably
need a sound and stable tariff policy more than at any time in recent
years. We would much prefer to see the Congress devote its time to
the enactment of such legislation and let the present law stand until
a sound and effective tariff measure can be passed.

It is doubtful if America has ever had an effective tariff policy.
We need one badly. For many years we set up a sort of loose policy
designed to protect our domestic producers from unfair competition
by tariffs based on the difference in cost of production between home
and abroad. Having pronounced this principle, Congress usually
proceeded to establish hundreds of tariff rates supposedly to put this
principle into effect, and too often the rates failed to conform to the
principle. The revision of our tariff laws was the occasion for more
lobbying, more pressures by powerful interests, and more logrolling
than any other type of legislation ever to come before the Congress.
When we got through the finished structure frequently was a patch-
work of trades and compromises which could hardly be expected to
carry out the policy expressed.

2. The tariff sessions were so dreaded by all concerned that no one
ever wanted to open up a single rate for reconsideration, no matter
how unjustified the rates might have proved, for fear the trading
would start all over again. The result was that we had no real policy.
just a schedule of rates which were inflexible, no matter how ill-advised,
and could not be modified to meet changing conditions or correct abuses
which may have arisen under them.

3. The first step forward was the flexible provision which permitted
the President to make adjustments up or down by 50 percent upon
recommendation by the Tariff Commission.

4. Then came an entirely new concept. In the Trade Agreement
Act of June 12, 1934, we abandoned the thought of protection of our
producers from unfair competition, and we abandoned the principles
of difference in cost of production, and authorized the President to
modify the tariff rates, by as much as 50 percent up or down, whenever
he finds "that any existing duties or other import restrictions are un-
duly restricting the foreign trade of the United States." Nothing
was said about protecting producers from unfair competition. Noth-
ing was said about difference in cost of production between home and
abroad, except that we accepted the much-condemned Smoot-Hawley
rates as a base. This Tariff Act is now 20 years old and decidedly out
of date.

5. While we kept the Smoot-Hawley rate base and the "up and
down" clause, in practice we abandoned the principle of protection,
for all through the years no rates have been modified upward, but
hundreds have been lowered to promote trade, sometimes with little
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or no regard for the effect on American industries. War demands
have minimized the significance of all tariff rates during the past few
years, but the time has come when we must examine the basic law to
see if it will serve us adequately in normal times.

6. In the Trade Agreement Act we made two basic changes-the
abandonment of the principle of protection and surrendering the mak-
ing of tariff rates to the executive branch of the Government.

7. First, we abandoned the protection policy and adopted a trade-
promotion policy. We adopted no rules to go by except to promote
trade. We assumed that all trade is beneficial without regard to its
effect on our producers.

8. Under such a policy, tremendous abuses may arise. For example,
without attempting to discuss rates or specific cases but merely for
illustration, let us suppose that we have built up a watch industry which
gives employment to scores of thousands of skilled workers at a rate
of pay which enables them to maintain a reasonable standard of living.
Let us suppose that some nation, badly in need of American dollars,
begins to dump millions of watches on our market at far less than our
cost, and our factories are forced out of business, whereupon the price
of foreign watches goes up. We have promoted trade, but we certainly
have not promoted our national welfare.

9. Or turning to the field of agriculture, let. us suppose that our
American farmers have planted thousands of acres of filberts, because
there is apparently a good market at a reasonable price, and that after7 or 8 years of expensive cultivation they come into bearing and not
only begin to yield their owners a reasonable return on their invest-
ment, but give employment to thousands of workers at a dollar an
hour or more. Labor is the chief item of cost in raising filberts. Then
let us assume that some other nation, needing, American dollars, begins
to export filberts to us at 5 cents or more be ow our cost, and that this
is made possible because producers in the other nation pay their workers
only 10 cents an hour. and her workers maintain a standard of living
below that of the livestock on many of our farms. Suppose our filbert
growers are forced out of business, our orchards are torn out, our
workers lose their jobs, and we eat filberts produced by worse than
slave labor. We have promoted trade but we have certainly not pro-
moted our national welfare.

10. The point I want. to make is that the policy of promoting trade
is no tariff policy at all. The Constitution put the tariff-making powers
and responsibility squarely upon the Congress, which brings me to
the second point of deviation from former practices. In the Trade
Agreements Act, Congress failed to live up to the responsibility placed
on it by the Constitution and transferred this responsibility to the
executive branch of the Government.

11. We are not opposed to changes when they are in the public in-
terest, but we are thoroughly convinced that in an effort to correct the
indefensible abuses of the log-rolling method of tariff making, Con-
gress has substituted other evils which may be worse, or may be some
mprovemewt. We will not argue that point. We merely say they are

not right, and the time is long past due when they should be corrected.
The tendency has been to assume that we must have either one or the
other of these extreme policies. We maintain there is a much better
way.
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12. First, let us make clear that we believe the reciprocal trade-
agreement method of making tariffs is much superior to the log-rolling
method if the former is done on a constitutional and sound basis. How-
ever, we believe that the Congress should establish a definite tariff
policy, and that the executive department should then develop the
trade agreements within the framework of that policy.

13. We propose as a basis for a sound policy:
14. (a) That tariffs be confined to those items which are substantially

competitive with American production.
15. (b) That the basis of rate making should be (1) the difference

in cost of production between home and abroad, confined to items which
can be produced domestically on an economically sound basis; (2)
the need to encourage production of strategic items; and (3) the
need to maintain production of specific items in the interest of the gen-
eral welfare and e maintenance of a balanced economy.

16. (c) That in determining the tariff rates and the items on which
they would apply, the Tariff Commission should take into considera-
tion, among other factors:

(1) Natural advantages.-It being the purpose not to exclude items
which can be produced abroad at much lower cost by reason of ad-
vantageous soil conditions, climatic conditions, transportation condi-
tions, cheaper sources of raw'material or other natural advantages.

(2) Standards of living.-It being the purpose to protect our pro-
ducers from competition of products produced by workers engaged
in any phase of production or marketing, whose low standards of
living or exploited labor conditions have contributed to the low cost
of the imported product, giving due consideration to the effect of such
living standards upon the increase or decrease in output.

(3) Diverse wmes.-It being the purpose to protect producers from
low-cost products made possible by an abnormally high market for a
portion of the product.

(The sheep industry might be cited as an example of diverse uses.
If the producers of Australia enjoyed an abnormally high market
for lamb or mutton, their cost of producing wool would be lower,
and the excess supply might drive selling prices to levels ruinous to
foreign producers. Unless protected against such abnormally low-
wool prices which might be artificial or might be merely temporary,
American sheep production would fall off materially and the American
people would pay higher prices for meat.)

(4) Temporary conditions.-It being the purpose to protect ro-
ducers from the effects of dumping surplus products on our markets
at figures made possible by abnormal or unusual circumstances.

(5) Continuity of supply.-It being the purpose, except in cases of
abnormally low supply, to protect our producers against competition
of products, the supply of which may not be constant.

(Tree crops might be cited as an example. Foreign producers might
be able to invade our markets for a few years at prices ruinous to our
average producers, but unless there were reasonable likelihood of con-
tinuity of supply, American consumers might face scarcities and ex-
orbitant prices if our orchards had been destroyed and it took years
i o replace them.)

(6) Sudden inMry to well-established indutry.-It being the pur-
pose to prevent some change in imports which might effect a sudden
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serious injury to some industry without adequate opportunity for
the owners and employees to make adjustment to themselves.

(7) Sub8idized competition.-It being the purpose to protect Amer-
ican producers from competition made possible by such artificial ad-
vantages except, of course, in the case of such commodities as we can-
not produce in sufficient volume for our needs at reasonable costs.

(8) Dome8tic programs of price support for agricultural prod-
ucts.-It being the purpose to avoid undermining any price-support
programs which the Congress sees fit to provide.

17. (d) That the Congress empower the President to designate
strategic items deemed necessary for self continence-it being the pur-
pose to encourage the production of such strategic items as the Con-
gress or the President may from time to time determine, even at
higher costs than we would have to pay for imports, in order that we
might not find ourselves disastrously dependent on foreign supplies
in time of war when such supplies might be cut off. Stock piling of
strategic materials should be encouraged and power given to the
President to suspend tariffs for the purpose.

18. While such a policy may not be complete or perfect, it at least
would be a good point to begin, and the executive branch of the Gov-
ernment would have a workable expression from Congress as to how it
should execute the task given to it by the Congress.

19. If we want to be really constructive, we should be studying what
we can import into this country which will bring us the most benefit
with the least upset to our soundly productive industries, in exchange
for the goods we are sending the rest of the world.

20. Quite apart from the question of constitutionality of the present
system, which we realize can be technically defended by the ques-
tionable assumption that the Smoot-Hawley tariff rates are the ex-
pressed policy of the present Congress, we maintain that the present
system is unsound economically. Congress is the agency which repre-
sents the people. The Members are supposed to know the problems of
the people and legislate in their interests. Under present practices
the determination of policies vital to the welfare of our domestic
interests is left to the discretion of a department of Government
principally engaged in promoting foreign relations. Its experts are
trained in the diplomacy of foreign relations and do not normally
have contact with domestic affairs. The impact of tariff making falls
on our domestic economy directly, but no adequate opportunity for
domestic analysis and expression is afforded or can be afforded by such
a. set-up. Congress should not disenfranchise itself in this vital
function.

21. In practical operation, we believe it necesary to determine by
study andresearch the factual position of the various commodities con-
cerned before any soundly constructed trade agreement can be made.
The facts should be determined by the Tariff Commission and the
treaties should be made in the light of those facts within the policies
established by the Congress.

22. To assure that the policies are being properly interpreted and
properly carried out, we have long contended that trade agreements
entered into should not be consummated until the Congress has had
an opportunity to review. them if it so desires. Actually, we believe
that trade agreements are treaties and are unconstitutional unless con-

I I
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firmed by the Senate, and we do not believe in ignoring or evading the
provisions of the Constitution. If it is held that Congress can dele-
gate those powers, we suggest that a reasonable degree of protection
might be attained if the Congress should designate the Tariff Commis-
sion as its agent to examine such treaties and determine which of them
should be subject to congressional scrutiny. However, the main points
we wish to emphasize are that we need a tariff policy, and that the
executive department should be required to operate within the frame-
work of such a policy.

The CHAIRiMAN. Are there any questions?
Senator MILLIKIN. The present law provides that if the President

goes beneath a peril point recommended to him by the Tariff Commis-
sion, that he shall make an explanation to the Congress as to why he did
it. In other words, it leaves him full power to imperil a domestic in-
dustry if he is willing to make an explanation of why, he did it.

Arguments are suggested as to why he should have the right to
imperil a domestic industry, such as -natural resources questions. de-
fense questions, general trade policy questions, relations between this
and other countries, and so forth.

Without going into that, would you not say that the very minimum
that we can ask the President to do in connection with this almost un-
bridled delegation of power to him, is that if he does go to that peril
point, he should give the Congress an explanation?

Mr. Goss. Yes. We feel, Senator, that that is some measure of pro-
tection, but not enough.

Senator MILLIKIN. I agree entirely.
Mr. Goss. We think that Congress really should establish the policy,

and even though the present law does give to the Tariff Commission
the responsibility of establishing peril points, there are really no basic
principles laid down for the Tariff Commission to work under.

Senator MILLIKIN. Yes; I agree with that.
Mr. Goss. We think that Congress has that, responsibility of deter-

mining what the principles should be.
Senator MILUIKIN. I quite agree with you. But as you so well know,

legislation is a very practical matter. It comes down to the fall of
the votes, and under the complex of the Congress last year and this
year, we figured that the best we could do would be to get that small
measure of focused interest and protection of our domestic producers,
and yet the bill that is before us would take that away, and the Presi-
dent is in hearty accord with the present bill, is urging its adoption
by the Congress, which is to say that he wants the privilege of going
below a peril point without giving any explanation, which is another
way of saying that the protection, the safeguarding of the domestic in-
dustry is not the prime feature in the President's mind or in the State
Department's mind.

Mr. Goss. You have seen, Senator Millikin, that we have pointed
out what we think ought to be done. We know that legislation is a
matter of compromise: about all we can say is that we should come
to as close to what we thing ought to be done as may be, but we do feel
that Congress should bear the responsibility of establishing the tariff
policies.
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Senator MILLIKIN. I agree entirely with you. Did you see any-
thing in the present bill which is proposed to supplant the act of 1948,
which will protect the principles which you have expounded here?

Mr. Goss. No. We opposed originally the reciprocal trade agree-
ments because they did not contemplate that protection. We came
to believe that the reciprocal trade method was the wise method of
overcoming the logrolling that I have referred to in my testimony,
but we do think that any agency empowered with the responsibility
of consummating a reciprocal trade agreement should have direct
marching orders from Congress, and not just a wide-open program
of promoting trade, because the promotion of trade, as I have tried
to point out in my testimony, is not always good. There are good
trades, and there is bad trade.

Senator MIaLIKIN. The witness and the junior Senator from Col-
orado are in complete accord with that. You see, President Truman,
and President Roosevelt before him, and the State Department, in
connection with various renewals of reciprocal trade agreements,
stated in most unequivocal language that no domestic industry would
be injured. All right. Now, that is not written in the law as a con-
trolling principle. It was insurance from the executive department
of the Government. But there is a lot of double talk in that, ob-
viously, because when we put upon the executive department the slight
duty of making an explanation if a peril point is exceeded, that is
intolerable and they come in here with a law to do away with it.

In other words, there is no policy in this present administration to
secure the domestic producers against injury. I am afraid, Mr. Goss,
that when the law finally comes out of Congress that there will not
be much assurance of that kind.

Mr. Goss. We feel very strongly that the time has come when Con-
gress should establish what policy is to be pursued in the execution
of these treaties, and then set up the machinery to see that the policies
are followed out. That is all we are asking for. We do think that
the reciprocal-trade method is superior to the old logrolling method,
but we think the responsibility lies right here.

Senator MILLIKIN. There are some comments which you have made
that bear on the subject of safeguarding a desirable new industry. I
suggest there is a fallacy that we have finished with new industries in
this country. I suggest that technological advance multiplies new
industries which might be established in this country, if they had a
fair chance to get established. If there were some competent body
to determine whether or not a given new industry shall receive tariff
protection during the time of its growth to a point where it can take
care of itself, would you oppose a policy of that kind?

Mr. Goss. No, I think we would not. I do not think that is specifi-
cally covered in my testimony. Of course the danger that we have
run into, we have protected infant industries, and we never took off
their diapers.

Serlator MILLIKIN. I recognize that difficulty, and I am not arguing
any noncompetition or monopoly doctrines here. But I saw some-
thing in your statement that indicated that you wanted established
industry protected. It occurred to me that there might also be a
need for protecting the new infant industry which, if protected, might
get to be great business in this country.
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Mr. Goss. Beginning with paragraph 14 on page 4, we have laid
out principles which I believe would encompass the protection of a
new industry, although generally speaking, Senator, we have felt that
if basically a commodity could be produced more cheaply in another
nation, the welfare of America, and all of the rest of the world would
be advanced if we would promote trade, so that we would consume the
things which could be produced to the best advantage. When I say
produced more cheaply in another nation, we recognize the necessity
of protection against unsoundly low costs induced by low living stand-
ards or labor conditions, such as slavery, or other artificial means. If
on the other hand a nation can by natural advantages produce more
cheaply than we, we ought to develop our trade so that they and we
can both benefit from it.

Our classic example is bananas. We can raise bananas in Florida.
I do not know what they would cost, maybe a dollar a pound, but it
would be nonsense to protect a Florida banana grower because Gua-
temala can raise bananas so much more cheaply than we can.

Senator MImLIKIN. In our State, and in a dozen or 15 other Western
States, we are primarily producers of raw materials. Offhand, I do
not think of a single one, I cannot think of a single one of those raw
materials that could not be produced cheaper in some foreign country,
and without the limitations which you have placed on your own state-
ment of the doctrine, you would wipe out those States.

For example, sugar; it can be produced infinitely cheaper in other
places than it can in our country. Oil is another one. Most of our
minerals are others. Livestock is another. Agricultural products,
butter, and others. There is hardly a thing we produce in all of those
Western States that cannot be produced cheaper some place else. So
if we simply fell back on the doctrine that if you can produce them
cheaper elsewhere, we should close down the business here, we would
be in a mighty bad way..

Mr. Goss. On the other hand, we recognize that we have to import
stuff of some kind if we are going to export.

Senator MILLIKIN. I have no objection to that.
Mr. Goss. And we have also asked that a study be made. In speak-

ing of the western products, and illustrating the principle we are
trying to make plain, I might cite the case of filberts. A few years ago
there was quite an expansion of filberts on the west coast, and there
was apparently a good market, but today Italy and some of the
southern European nations want dollars very badly, and they are
bringing in filberts at below our cost, while under normal conditions
we can raise filberts here just as well as they can over there. But we
cannot compete with 10 cents an hour in picking up filberts. Neither
can we compete with some special deals which are made in order to
get hold of dollars in times like these. That is the type of protection
we think we ought to have.

The CHAMMA-N. Any questions, Senator Lucas?
Senator LuCAS. I would like to ask Mr. Goss just one question with

respect to paragraph (b) on page 4. You say the tariffs be confined
to those items which are substantially competitive with American
products.

(b) That the basis of rate making should be, first, the difference in cost of
production between home and abroad, confined to items which can be produced
on an economically sound basis.
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Mr. Goss. I asked that the word "domestically" be inserted after
the word "produced," Senator Lucas.

Senator MILLIKIN. Where is that in your statement?
Mr. Goss. Page 4, paragraph 15, line 2.
Senator LUCAs. Do you have any statistics which sfhow what the

Tariff Commission have done in the past with respect to trying to
ascertain the difference in cost of production between home and abroad,
upon various commodities in which they were dealing?

Mr. Goss. I have no statistics on that. I know that it is not an easy
matter, nor is the answer as definite as saying that 3 from 7 leaves 4.

Senator LuCAS. I concur in that conclusion of yours, because I un-
derstand, for instance, from 1922 to 1930, the Tariff Commission oper-
ating almost continuously with investigations were only able to investi-
gate between 60 and 70 different commodities that were involved in
trade at that time, and it would seem to me that where you are dealing
with thousands of items which, as I understand it, the Tariff Commis-
sion does, or those who are functioning under the trade-agreement
program are compelled to do, it would take a tremendous staff in the
Tariff Commission to deal with that problem adequately, and in the
way that you suggest here, and in a way which has been encouraged
or maintained by those who believe in this theory.

If you want to do the job correctly, and do it right, and try to find
the real difference in the cost of the production between home and
abroad upon all of the items of trade upon nations, you would have
to have a tremendous staff, which the Congress has never seen fit to
give the Tariff Commission, even in the days when the Tariff Com-
mission had the power that you want them to have now.

Mr. Goss. I realize it is impossible to get an exact statement of cost
of production either at home or abroad.

Senator LUCAS. Yes, and that is the point, exactly.
Mr. Goss. The point I want to make, Senator, is this: There is a

guiding principle which should be followed as nearly as reasonably
can be followed. In 1922 and following years there was considerable
criticism of the Tariff Commission, that they tried to get down with
such complete exactness to an answer which could not be resolved to
complete exactness, that they spent a lot of unnecessary time and
effort in doing it.
Senator LucAs. Yes; but they were charged with the responsibility

by the Congress of the United States to do that very thing that you
are suggesting they do here, and having placed that charge upon them,
they had a right to do just exactly what you are complaining about they
should not have done otherwise. They would stand before the country
with a critical eye, if they went wrong with the decision. Therefore,
they did take that unusual, and that lengthy time in their investiga-
tions to try to determine as near exactly as possible that cost of produc.
tion at home and that cost of production abroad, which is almost impos-
sible, as you say to do.

Mr. Goss. 'With exactness.
Senator LuCAS. That is right.
Mr. Goss. I think that in any legislation that the Congress may

see fit to pass that there should be some qualifying phrase that would
not require them to run down such cost to the last cent. But on' the
other hand, Senator, if we are to have any protective policy at all,

I I
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it must be based on some principle, and not just the principle of wide
open, make the best trade you can, and we feel that those principles
in practical operative terms should be laid out by the Congress. We
feel that the Fariff Commission would probably be the agency to de-
termine the facts as near as may be, and that the administrative
agency which was charged with the responsibility of carrying out
these treaties would then have a guide to go by. a guide which ex-
pressed the will of the Congress. That seems to us now to be com-
pletely lacking. All the guide we have is the Smoot-Hawley tariff
law, which nobody defends at this time, 20 years later.

Senator LuCAS. I am not so sure about that.
Mr. Goss. I don't know. Maybe nobody is a little extreme, but

the Smoot-Hawley tariff law evidently, if we are to provide a base,
ought to be amended in the light of what has happened in the last 20
years, and yet we take that as a base. That is all of the base we have
to operate on, and the only other base is then to promote trade. Un-
der the present law, we have some further protection in the peril
points, but not the type of protection that we feel Congress should
enact as a sound tariff policy.

Senator LuCAS. You think the farmer has been injured under this
reciprocal trade agreement? "

Mr. Goss. Yes, in some spots, I think.
Senator LUCAS. Will you give us those spots in order that we may

have them in the record?
Mr. Goss. I could not give you a whole list of them. I just cited

one, filberts.
Senator LrCAS. That was a hypothetical case, was it not?
Mr. Goss. Filberts are actually in trouble because of imports. and

they now have under consideration cutting the tariffs still further on
filberts. I might get up a list of cases.

Senator LUCAS. I have listened to testimony here for a good many
.years on this program, and everybody-comes in with always the fear
of what is going to happen, and that is perfectly proper. but they
should do some speculation along that line, and any law that we pass,
but when you get down to actual bases, there are very few cases that
I have ever found that any witness brought before this committee to
show that the American industry has been seriously injured as a result
of the reciprocal trade program that has been carried on for the last
12 or 14 years.

Mr. Goss. I think we could present some cases for the record.
Senator LUCAS. I would like to see that done some time, instead of

just a general over-all statement of theories and policies without suffi-
cient facts or cases to back them up.

Mr. Goss. I would not attempt to prepare a comprehensive list.
Senator LUCAS. You could not do it.
Mr. Goss. I do not think that it would be possible to go through

everything. We do not have a staff big enough to do it, but I would
be glad to submit a list of a few where complaints have reached us,
and where our studies convince us that they have been hurt.

Senator LuCAS. That is not the first time you have been hurt, either,
under the previous tariff provisions, is it?

Mr. Goss. I did not get that question.
Senator LuCAS. I say this is not the first tariff law that has injured

you, if you have been injured, is it?
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Mr. Goss. Oh, no. I started out before you came in here and said
it is doubtful if America has ever had a good tariff policy. What we
are trying to do is to bring to this committee, express to this committee,
our hope or wish that we would tackle this thing basically and develop
a tariff policy. I do not think we have ever had a good one, and we
think it is time particularly in this period of readjustment, that busi-
nessmen have something they could plan on, a definite policy that we
could work to.

Senator MILLIKIN. Mr. Goss, would you say that the period of de-
pression, the period of the war, and the period of scarcity following
the war, give a fair test to our reciprocal trade systems as it has
evolved in practice?

Mr. Goss. No, I hardly think it would, Senator. Ever since the
Reciprocal Trade Act was passed, we have either been in a depression,
or under war conditions, because our depression was not relieved until
Europe got into war, and while we had a year or so before we got in,
times were not normal. We really have not had a test of it.

Senator MILLIKIN. You envision the function of Congress to hold
post mortems after injury has developed, or to adopt a policy with some
reasonable foresight in it that will prevent the injury?

Mr. Goss. Well, of course we favor the latter.
Senator MILLIKN. Of course. If you have a standard which does

not take into account cost of production, if you have a standard which
disregards peril points, is it not inevitable that when the world re-
sumes some semblance to nomnality, you will have a lot of trouble in
world trade?

Mr. Goss. We think so. I realize the difficult situation that the Con-
gress is in. I realize the issue is somewhat different than the question
that I have presented to you, Senator. The issue is to repeal a bill
which was passed last year, and we think the real issue is far greater
than that. W'e think the issue is to establish a sound tariff policy
which will serve this Nation in normal times, in times of peace, so
we and the other nations of the world will know where we are
headed; under such a policy I think we would all have greater confi-
dence in what could be done in a business way, what could be done
in trade. I believe it would promote trade. It might be lower tariffs
than we have now. We are not trying to say they should be higher or
lower, but we do think we should have a definite policy so we know
where we are going.

The CHAIRMAN. Any questions, Senator Martin or Senator Wil-
liams ?

Senator MARTIN. No.
Senator WILLIAMs. No.
The CHAIRMAN. Thank you very much.
Senator MILIKIN. May we have the attention of Mr. Brown.
Mr. Brown, a while ago you were asked whether ITO is on the Presi-

dent's desk, and I believe'I said that there had been testimony to the
effect that it was on his desk. Your answer, as I recall it, was that there
had been no such testimony.

The exact testimony will be found on page 75 of these hearings,
volume 1 of the transcript:

Now, Mr. Thorp, in your statement to the House, you said that ITO would
be over here soon. When will it be here?

549



550 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Mr. THORP. Well, it is in the President's hands. I understand it will come over
within several weeks.

Senator MnuLIXN. Within several weeks?
Mr. THORP. Yes, sir.
Senator MILLIKIN. There are no "if's," "but's," or "maybe's" about that?
Mr. THORP. Well, I am not in a position to make any promises with respect to

it. All I can say is that that is my understanding.
Senator MmLIXIN. The State Department expects they will be over here in

a couple of weeks?
Mr. THORP. Yes, sir.

I agree now that it was not on the President's desk, but perhaps it
is even closer to action. It is in his hands.

Mr. BROWN. I think your recollection is better than mine.
The CHAIRMAN. Mr. Russell Smith. Is Mr. Smith here? He has

not come in.
Mr. Carnow, we will take you now, having reached you in order.

STATEMENT OF ABRAHAM CARNOW, PRESIDENT, AMERICAN
WATCH ASSEMBLERS ASSOCIATION, NEW YORK, N. Y.

Mr. CARNOW. My name is Abraham Carnow.
The CHAIRAN. Whom are you representing?
Mr. CARNOW. President of the American Watch Assemblers Asso-

ciation, New York. I am also treasurer of the Bulova Watch Co.
The CHAIRMAN. You may proceed with your statement.
Mr. CARNOW. This presentation is made on behalf of the American

Watch Assemblers' Association, Inc., whose members are engaged in
the assembling of watches in this country with the use of imported
watch movements. This industry consists of approximately 140
American firms, owned by Americans, using American capital, em-
ploying American labor, and must be considered an American industry
using imported materials as a small part of the total value of its
finished products. Jeweled watch movements are imported from
Switzerland and after importation they are timed, adjusted, and
cased in American-made watch cases, fitted with American braclets or
wrist bands, and enclosed in attractive American gift boxes. The
finished watches are sold through 25,000 jewelry stores, department
stores, and other retail outlets. Complete watches are also imported
but as compared with the importation of watch movements, which, as
stated, are cased in this country, the imports of watches as such have
been negligible.

According to a preliminary report of a survey made by Dun &
Bradstreet, Inc., during 1948, the watch assembling industry employed
over 3,900 persons in connection with its operations and paid a total
of $14,679,000 in wages and salaries. A arge percentage of these
employees are skilled watchmakers, who form p art of the country's
reserve of skilled workers. In addition, we utilize the production of
an indeterminable number of employees in the watch case, watch
band, and box manufacturing industries.

Iit 1947, according to this preliminary report of Dun & Bradstreet
Inc., the American watch assembling industry expended a grand total
of $115,041,000, of which amount $48,607,000 represented the cost of
imported material- pay roll, $14,679,000; duty, $16,933,000; cases,
$24,566,000; wrist bands $4,563,000; boxes, $4,096,000; and miscella-
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neous,' $1,597,000. At retail price levels, the total value of this product
was $322,619,000. Excise taxes paid on the sale of the assembled
watches at retail amounted to $35,485,000.

Senator MILLIKIN. Are those the boxes in which you put the watch?
Mr. CARNOW. The outside boxes, yes.
The imported materials represented only about 15 percent of the

total consumer expenditures for the industry products. However,
there was paid to the United States Government in duties and excise
taxes a total of $52,418,000.

Thus, it is obvious that the American watch assembling industry is
a substantial one and necessarily plays an important part in our
domestic economy.

The American Watch Assemblers' Association has heretofore and
does now support the reciprocal trade agreements program.

This association has heretofore voiced its approval of the reciprocal
trade agreements program and expressed its views whenever the ques-
tion of extension of such program for a further period was under con-
sideration by the Congress. It also endorsed the proposal of the
International Trade Organization because it believes that such organi-
zation would constitute a valuable means of implementing the trade
policies that have been expressed by officials of this Government.

In 1945 our former Secretary of State, Hon. James F. Byrnes,
stated in a speech at Charleston, S. C.:

Trade between countries is one of the greatest forces leading to the fuller
use of these tremendously expanded productive powers. But the world will lose
this opportunity to improve the lot of her peoples if their countries do not learn
to trade as neighbors and friends. If we are going to have a real people's peace,
world trade cannot be throttled by burdensome restrictions.

With this statement of our former Secretary of State we are in
entire accord and, therefore, we urge that the reciprocal trade argree-
ments program, without burdensome restrictions, be extended as
proposed in H. R. 1211. This memorandum is primarily intended to
express the hearty endorsement of this association of said bill.

The importation of Swiss watches and watch movements has not
caused injury to the domestic watch manufacturers.

For many years, representatives of the domestic watch industry,
and particularly the head of the American Watch Workers Union,
have appeared in Washington, suggesting that the importation of
Swiss watches and watch movements be restricted by the establish-
ment of a quota, alleging that the importations were injurious to their
industry. This association has always contended that the facts as
presented by the domestic watch industry were not correct inasmuch
as there was a sufficient consumer demand for watches in the United
States to justify the amount of watches and watch movements im-
ported, Now it seems that they have realized the weakness of their
arguments and have acknowledged the correctness of the statements
that we have consistently made before the various agencies of the
United States Government with respect to the restriction of imported
watches and watch movements by means of a quota.

Now they are suggesting that the duties applicable to watches and
watch movements be reviewed for the purpose of determining whether
they should be increased, claimingthat the present schedule of duties
is responsible for the financial difficulties of the Waltham Watch Co.
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The chief contention that a quota is necessary having been 'elimi-
nated, the domestic manufacturers are presenting the argument that
there should be "equality at the border," contending that there is a
price differential of $4.40.

It is our contention that the difference in costs of production of a
domestic watch and a Swiss watch is substantially covered by the rate
of duty presently assessed. We wish to call to the attention of the
committee the fact that the watches and watch movements that are
being brought into the United States from Switzerland are for the
purpose of satisfying an existent consumer demand. Therefore, any
increase in duty on such imports would not in any way enable the
domestic manufacturers to increase their own production but would
only result in an increased cost of the product to the ultimate consumer.

Many times we have produced evidence to show that the trade agree-
ment with Switzerland (put into effect in 1936) has not adversely
affected the domestic watch manufacturing companies which have
been unfavorable to the trade agreement program, and which have
contended that the growth of their business was seriously interfered
with by imports of watches and watch movements from Switzerland.

In a Summary of Tariff Information (released by the Tariff Com-
mission on January 19, 1949), table 12 represents total consumption
of watches for various periods from 1931 to 1947, together with the
total number of jeweled-lever watches of quality produced during
each year by the domestic companies, and also imports. From this
table, it is a matter of simple arithmetic to arrive at the total domestic
production, total imports, and total consumption of jeweled-lever
watches of quality, and we find the following.

Senator MILLIKIN. What is a lever watch?
Mr. CARNOw. The lever watch is usually the one that is considered

of the higher quality, a lever escapement. This particular type of
escapement in the movement, as differentiated from what is know in
the trade as a pin lever, or generally compared with the Ingersoll type
of a cheap movement.

During the period 1931 through 1935 which is the period prior to
the effective date of the reciprocal trade agreement negotiated with
Switzerland, the average domestic production of jeweled watches was
900,000 units and the average total imports of jeweled watches was
800,000, or a total of 1,700,000 units, which was the average amount
of this type of watch consumed in the United States during this
period. Consequently the domestic production represented 53 per-
cent and imports 47 percent of the total consumption of this type of
watch.

During the period 1936 through 1941, which was subsequent to the
effective date of the reciprocal trade agreement with Switzerland and
just prior to the war, the average domestic production totaled 2,000,000
units of jeweled-lever watches of quality, and the average total imports
of jeweled-lever watches of quality was 3,100,000. Therefore, the
average total consumption was 5,100,000 units. This means that the
domestic production accounted for 39 percent, and the imports for 61
percent of the total consumption.

When we compare these two periods with the last year for which
figures are available, that is, 1947, we find as follows: The-total domes-
tic production of jeweled-lever watches of quality was 2,200,000 units
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and the total imports of jeweled-lever watches of quality 7,800,000
units to take care of a total consumption of 10,000.()00 units. This
indicates that the domestic production accounted for only 22 percent of
the total consumption and that the imports accounted for 78 percent
of the total consumption. While it appears from these figures that
the domestic production has accounted for a lower ratio of the total
consumption, we must not lose sight of the fact that the domestic
production is practically up to its maximum, the table showing that
the highest total ever produced was 2.500,000 units in 1941. There-
fore, the only reason the imports kept increasing is because the demand
for this type of quality watch kept increasing by leaps and bounds
and it was impossible for the domestic companies to increase their own
production to keep pace with the increase in consumption.

It is an accepted fact in the trade that the production of the domestic
companies can find a ready market with the American consumer and
that imports came into this country only in sufficient quantity to supply
the excess consumer demand. As has been pointed out previously in
this memorandum, Mr. Cenerazzo has for several years contended that
a quota should be imposed on Swiss watches and movements in an
amount equal to the domestic production, or a maxirn-m of 3,000,000
watches. Had this proposal been adopted. it is obvious that we would
in effect be creating a monopoly for the domestic companies and that
the prices to consumers of watches would have increased beyond
reason, as was the case in connection with a number of other articles
in this country where the consumer demand greatly exceeded the avail-
able production.

We also wish to call attention to the fact that these watches and
movements from Switzerland are imported by approximately 140
importers, of which 4 are large companies and 136 represent smaller
companies. These companies imported movements because they felt
that there was a consumer demand which they could supply, and to
adopt any proposal of a quota system would inevitably result in the
elimination of a large number of the smaller companies producing
watches containing imported movements in the United States. In
addition, it would also have a serious effect on the domestic manu-
facturers of cases and bracelets-which are component parts of
watches-and gift boxes, the sale of all of which products would neces-
sarily be substantially reduced by any reduction in imports below the
consumer demand.

It has been suggested by the representatives of the domestic watch
industry that a restriction on imports would enable the domestic
companies to increase their production so that there would be no loss
of business by the numerous manufacturers of cases, bracelets, and
boxes. However, the fact is that we do not believe it is possible in
the foreseeable future for the domestic watch industry to expand its
production facilities to a point sufficient to take care of the consumer
demand in this country, and to the extent that this demand is unsat-
isfied, there consequently will be a loss of business to these manu-
facturers of cases, bracelets, and boxes.

Senator LucAs. Why is it that they cannot do this?
Mr. CAiRNow. Well, the time it takes to develop additional produc-

tion machinery, the fact is that in all of the years as we look back,
the Elgin Watch Co., who have always had a very fine acceptance in
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the retail trade they have only increased their production very little
in the last number of years. At the present time, they are trying to
expand their production by an additional 20 percent, from what I hear.

Senator LucAs. You say we do not believe it is possible in the fore-
seeable future for the domestic watch industry to expand its produc-
tion facilities to a point sufficient to take care of the consumer demand
in this country, and to the extent the demand is unsatisfied, there
consequently will be a loss of business to these manufacturers of cases,
bracelets, and boxes.

Has the reciprocal-trade program anything to do with the failure
of these domestic companies to expand?

Mr. CARNOW. No, sir. It is probably based on their own decisions
as to how much they want to place additional investments in their
business for additional equipment in expansion, considering that over
a period of years the normal business cycles may be up at one period
and down in another, and perhaps it is good business not to try to
expand to a point where you may not be able to sell your full pro-
duction.

My estimate is that the maximum production for 1949 will only be
three and a half million watches, and that will include in excess of a
million watches produced by the Bulova Watch Co.

Senator LuCAS. Is it your theory or philosophy that so long as the
American industry is producing at or slightly above the level prevail-
ing when the trade agreement was entered into, it was not hurt, no
matter how much the economy of the country and the total market
for its goods may have expanded?

Mr. EARNOW. It is not hurt if they can keep expanding their pro-
duction in small stages, and sell it at a profit.

Senator LuCAS. Do you believe that the local industries should re-
main static and the foreign competitors obtain the benefit of all of
the expansion in the market?

Mr. CARNOW. That depends. The decision to be made by each local
manufacturer. The Bulova Watch Co. decided back in 1929 that they
would like to build a plant in this country and produce in this country,
and we gradually increased our production from year to year, built
our machinery, trained our help. Today we are, I think, running
a pretty close section to the Elgin Watch Co. in domestic production.
It was our company policy to take part of our funds and invest in a
domestic company. Whether the company, depending upon condi-
tions, will continue to expand, I do not know. Elgin must have con-
sidered the time ripe to expand. Hamilton must have considered
the time and conditions ripe when their report of December 1947
states they decided, after a thorough investigation of the market, that
the extra space that remained available to them from the building
they put up during the war, would be equipped with machinery to
produce the same high quality watch that they produced prewar, and
they spent $400,000 in equipping this additional space, hired engi-
neers to make studies for production and quality control, and they
are going ahead with confidence in the future.

Elgin did it when they expanded into Aurora, and into Lincoln.
Bulova is doing it. At the moment we are planning on putting up
a larger building than we now have.
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Gruen Watch Co. is anticipating or planning to spend from three to
five million dollars to expand in this country. I think between the
board of directors of these various companies the combined judgment
would lead me to believe that they are fairly confident of what the
future is of the watch business in the United States. Certainly Mr.
Katz' board of directors would not plan on spending that amount of
money if they did not have confidence. Neither would Elgin.

Senator LuCAs. The Bulova people have no fear of foreign competi-
tion under the present trade agreements?

Mr. CARNOW. No, sir. We feel that we are in an expanding market.
Our chief problem today is competition for the consumer dollar, not
against competition, against Elgin or Longine or any of the other bet-
ter known companies.

Senator LuCAS. Do you sell anything besides watches ?
Mr. CARNow. No, sir.
Senator LuCAs. Just watches.
Mr. CARNOW. That is all.
Senator LucAs. Thank you.
Senator MArTN. May I ask a question here?
The CHAIRMAN. Yes.
Senator MARTIN. Is not one of the difficulties in expanding our

domestic watch companies the question of skilled labor?
Mr. CARNOW. In a sense, yes.
Senator MARTIN. How long an apprenticeship does it take to make a

skilled worker in the watch-movement work?
Mr. CARNOW. I would like to call this point to your attention, Sena-

tor. Today under modern American production methods you do not
require a skilled artisan, or a completely skilled watchmaker, to pro-
duce a watch. The average watch, I would judge, has about 110 parts
to it. The production of those 110 parts break down to somewhere
around 1,000 or 1,100 different operations. With modern methods of
aptitude testing, we can train help to do certain operations along our
production line in from a period of 1 week to a month.

Senator MA.wTN. How long does it take, for example, to train the
men that work under a glass where they use pliers or some other instru-
ment to pick up things that you cannot see by the naked eye?

Mr. CARNOW. As I say, with modern ways of testing these people
before you hire them, you can find out very quickly.

Senator MARTIN. I am asking the question, if you know, how long
does it take to train one of these men?

Mr. CARNow. It depends upon what operation he is performing. I
would say anywhere from a week to a month or 2 months.

Senator MARTIn. Not for the watchmaking part of it.
Mr. CARNOW. You see, there is a difference. When you talk watch-

making, as I just mentioned-
Senator M"ITnN. I mean the works. I do not know the technical

side of it.
Mr. CARNow. Let me explain this. We have the Bulova School of

Watchmaking where we train GI's who have been disabled. Only
GI's are accepted there. There are other fine schools. Elgin has one,
Hamilton has one, Gruen had one. There have been many other pri-
vately operated schools around the country. We will take a GI who
has never seen the inside of a watch, except perhaps if he fooled around
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with his own and opened it up, and we will make a good watchmaker
out of him within a year. Our tests that we give to these boys, well,
we made a good watchmaker of a boy who has one arm, used a hook
for the other. The boy is now being used by the Veterans' Adminis-
tration for morale purposes.

Senator M[ARTIN. I do not pretend to know anything about watch-
making, but I have attended meetings of the 25-year men, for example.
of the 1amilton Watch Co., and from what I can learn from talking
to the men themselves, it takes several years to become a proficient
watclunaker, because so much of it has to be done under glass. You
take a man like myself, I could not use the instrument at all. I could
not see the thing even under the glass. I have tried it.

Mr. CARNOW. In other words, in our own organization, we have
men who have spent a lifetime in the watch field, and they are what
could be considered all-around fine watchmakers, and they will tell
you it takes 10 or 15 years for them to receive their training.

Senator MArrIN. Is it not true, that it does take that time? I am
interested primarily that we may have these fine watchmakers to go
into our precision-instrument factories during times of war, because
that is about the only reservoir we have for that kind of men. Does
it not take several years to make one of those?

Mr. CARNOW. Senator, if we'wanted one man to know every opera-
tion of making a watch, then I will say it will take several years, but
I think as far as developing a pool of people who are trained to work
on precision instruments, or use tweezers or work with small parts, I
think our method of production develops a bigger pool than the old
system, because whereas if we trained one man to do 10 operations, and
15 operations out of the thousand, which go into making the watch,
if we go ahead and split those 15 operations into 15 different indi-
viduals, each one performing an operation, each one being accustomed
to handle that small screw driver and a pair of tweezers, each one
that handles the small parts, you have a potential supply of 15 people
that. you could use at some time in the future, if necessary, against the
one all-around full-time watchmaker as we knew him 15 or 25 years
ago.

Senator MARTI N. That might be better from a purely commerical
standpoint, but I am speaking now about these men that can go into
the making of precision instruments, where you get into battle. It
may mean the premature explosion of a shell or something of that
kind. It may mean the defeat or victory in battle.

Mr. CARNOW. Senator, I can only answer that with the experience
we had in our Philadelphia plant where we produced fuses, produced
some of the most technical fuses from tinie fuses to rocket fuses to a
proximity fuse, and there we opened the plant up and all we needed
was an engineer and two master mechanics who laid out the production
line. Within 3 to 4 months we had three or four hundred people
working there. None of those people ever performed any special or
had any special skill in that connection, except the men in the tool
room. But so far as our machine operations were concerned, there

was no severe problem to take a girl and show here how to operate a
machine. The machines were automatic. It was more a question of
engineering in laying out the assembly line with each girl applying
one piece on another, so that you did not have to spend months to teach
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the complete operation. That is what I mean by modern engineering,
whereby the operations are spread out so that it is simple enough to
teach the one man or woman, one simple operation, and as I stated,
when I appeared before the House Committee on Ways and Means,
we took a contract in June of 1942. We were just able to get the
machines and by December 1942 we were producing fuses.

Senator Ltc.As. That might be all right for mass production. I
will not belabor it further. I think it is established that it does take
probably not only months, but several years to produce what we call
-in efficient watchmaker that could be used in the precision-instrument
factories.

Senator WILLIAMS. I would like to ask this: Do you import your
parts that you use in the watches?

Mr. C.aRNow. No, sir. The watches we make in the United States
are made completely, every part is made here, just as much as Elgin,
Hamilton, and Waltham do.

The CHAIRMAN. You may proceed.
Mr. CARNOW. The present financial situation of the Waltham Co.

was not caused by imports of watches and watch movements from
Switzerland.

The Waltham Co. has been in financial difficulties before, but its
unfortunate situation at this time proves most opportune for those
who oppose the trade-agreements program, and particularly the im-
portation of watches and watch movements from Switzerland, because
already it has been asserted that Waltham's financial condition is due
to the fact that it cannot successfully compete with importations from
Switzerland. This is far fiom being the truth.

In 1946, Mr. Cenerazzo stated at a hearing held by the Ways and
Means Committee, that Waltham Watch Co. at the end of 1946 had
over 47,000 watches cased that they could not sell because they were
14-carat men's gold watches and there was no market for them. This
would seem to evidence poor planning on the part of that company as
obviously these watches were not what the buying public desired.

According to an article that appeared in the News Tribune of Wal-
tham, Mass., April 23, 1948, Mr. Cenerazzo stated:

It believes-

referring to the union-
the sales department of Waltham should be made an alert, go-getting organiza-
tion which can sell an increased volume of watches * * *

At a stockholders' meeting in 1948 the new president, Paul P. John-
son, stated:

Waltham has a selling and engineering job to do, and it will be necessary for
the company to make big improvements to restore Its products to public favor.

We quote the following from an editorial comment in Forbes Maga-
zine of Business, February 1, 1949, under the heading "Lessons from
the Waltham wreck":

* * * Many men thoroughly familiar with Waltham say management over

a period of years is at fault to a great extent. * * * Waltham failed to pro-
vide funds to keep its machinery up to date. After the war, when other American
watchmakers had the benefit of the best tools and production equipment, they were
able to run circles around Waltham costs. The latter tried to make decades-old
tools compete with new. * * * According to some Waltham executives, the
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union refused to help in cost-cutting when the going was rough. They claim it
did not cooperate at making changes in production that might have eliminated
some jobs but aided in cutting costs. * * * Waltham, according to dealers,
frequently shipped watches that had to be returned. Apparently the company
failed to check adequately on every item. They ignored style changes. They gave
advertising the "once over lightly." * * * It's not necessarily a disgrace to
go broke; oftentimes there are "forces beyond control." But when bowing out,
it can be done constructively. Waltham gave a weak, superficial reason-"the
competition of Swiss watches." Other American watch companies are meeting
that competition successfully. Waltham men could have faced the music in a
way that would help others, by stating frankly some of the real reasons for
failure.

It is obvious from the foregoing that the financial difficulties en-
countered by the Waltham Watch Co. are not due to the importation
of watches and watch movements from Switzerland. As further evi-
dence of this, the prosperous condition of Hamilton and Elgin may be
referred to.

The Wall Street Journal of December 20, 1948, contained this state-
ment:

The Hamilton Watch Co. has operated its plant in Lancaster, Pa., at maximum
levels all year in meeting consumer demand and filling pipe lines. At the same
time sales have followed closely the ]production pattern.

When final results are tabulated it is estimated that Hamilton may show a
volume of around $19,500,000. This would be the highest level in company's
history and would compare with $15,595,723 in 1947 * * *

The Jewelers' News Letter, November 17, 1948, contained the follow-
ing statement with respect to Elgin:

Elgin National Watch reports net of $926,339, or $1.15 per share, for the 10
months ending October 9, compared with $518,335, or 65 cents per share, during the
corresponding period of 1947.

The National Jeweler, December 1948, made this statement:
One person out of every five watch owners has an Elgin, and one out of four

would buy an Elgin if he were buying a new watch, according to a national survey
of consumer watch preferences made recently for Elgin National Watch Co. by an
independent research agency.

Said to indicate that Elgin leads all other makes by a wide margin, the poll was
conducted by means of a blind advertisement in the Saturday Evening Post. More
than 65,000 persons from all over the United States replied to the survey, Elgin
states. Asking the make of watch owned and its age, the brand preferred if
buying a new watch and why, and what watch improvements the reader knew of,
the survey shows that Elgin leads by an even greater percentage than in the
previous survey made In 1947, the company says.

It was stated in the Jeweler's Outlook of December 1, 1948:

Elgin National's daily watch output is running at the prewar pace of 6,000 per
day for some 100 styles, according to a recent report.

American watch assembling industry contributed to the war effort
and is just as vital a part of the over-all defense picture as the domestic
watch manufacturing companies.

It has been repeatedly stressed by representatives of these domestic
companies that they constitute a valuable industry in time of war and
consequently must be preserved; and that the most important factor
in this preservation now embodies the adjustment of duties on imports
of watches and watch movements from Switzerland. This is a new
argument.

As we have stated before, when the proposed trade agreement with
Switzerland was under consideration, the American jeweled watch
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manufacturers, stated to be composed of Elgin, Waltham, and Hamil-
ton watch companies, urged that they were a vital industry in time of
war, and that removal of adequate tariff protection would destroy
within 24 months the organization they had built up, and thereby
place the United States in a position of depending upon an isolated
foreign nation for essential war material and skilled artisans. The
trade agreement with Switzerland was negotiated and put into effect
in 1936, and duties were substantially reduced on watch movements
and parts. The dire prediction did not materialize. As a matter of
fact, these companies had a substantial increase in sales from 1935
to 1941.

It may be pointed out that the watch assembling industry also con-
stitutes a vital industry in time of war. Members of this industry
also participated in war work during World War II. Benrus, Bulova,
Gruen, and Longines made vital instruments necessary to the war
effort. Their production consisted of many items that required the
highest type of precision work. In addition, there were some assembly
operations. The list shown includes the most important of the items
produced by the members of this association, and so excellent was the
work performed that several of these companies were awarded the
Army and Navy E. This production also reached a substantial

quantity of units and the over-all value amounted to $70,614,825.
Fues, concrete piercing, time, rocket, etc.
Telescopes.
Firing pins.
Pinions.
Watches.
Rate of climb instruments.
Altimeters.
Navigation hack watches.
Eight-day aviation clocks.
Ammeters.
Conoscopes.
Jewel bearings.
Machinery for making jewel bearings.
Castings and bronze parts for torpedoes.
Precision parts for aviation instruments.
Ship chronometers.
Photo-timers.
Compasses.
Turn and bank indicators.
Precision meters.
Rotors.
Rifle sight parts.
Numerous other small but important parts that required precision

operations.
It is obvious from the above that the members of the American

Watch Assemblers' Association represent just as vital a part of the
over-all defense picture of this country as the domestic companies
and, therefore, that they should be considered a part of, and not a
separate entity, when consideration is given to the watch industry as
a segment of our national defense picture. Consequently, any action
taken that would be injurious to the American Watch Assemblers'
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Association must necessarily affect a part of the watch industry na-
tional defense program. As a matter of fact several of our members
at this particular time are negotiating contracts with the armed
services.

In the trade agreement negotiated with Switzerland, which became
effective in 1936, many advantages were obtained both for agricultural
and nonagricultural products.

The trade between the United States and Switzerland (1938 to the
first 9 months of 1948, inclusive) is stated below:

Imports from Swiss exports Imports from Swiss exports
United to United United to United
States States States States

Francs Francs Francs Francs
1938 ---------------- 125,300,000 90,700,000 1944 ----------------- 21,200,000 140,800,000
1939 ---------------- 132,700,000 129,700,000 1945 ---------------- 135,800,000 385,300,000
1940 ---------------- 199,200,000 139,900, 000 1946 ---------------- 547,800, 000 453,300,000
1941 ---------------- 151,300,000 108,000,000 1947 ---------------- 1,026,842,000 394,750,000
1942 ---------------- 235,300, 000 102, 200, 000 1948 ----------------- 747,400,000 314,900, 000
1943 ----------------- 56,400,000 152,800,000

'First 9 months.

There will probably be a similar amount for this year. That is
about 394,000,000 francs from the Swiss to the United States.

The more important classes of commodities, and the values thereof
in Swiss francs, exported by the United States to Switzerland are
shown in the table below, reported by the Swiss Government for the
year 1947.

We were able to obtain a copy of the schedule issued by the Depart-
ient of Commerce, and the figures are fairly correct.

Value in

Commodity: HwSis francs

Food --------------------------------------------------- 327,360,000
Animals and leather -------------------------------------- 42, 035,000
Paper, seeds, flour, and lumber ----------------------------- 16,821,000
Textiles and rubber goods --------------------------------- 57, 236, 000
Minerals and coal, oil and steel --------------------------- 224, 150,000
Machinery, automobiles, typewriters, etc ------------------- 188, 091,000
Pharmaceutical and chemical products --------------------- 115, 825, 000
Hardwares and furniture ----------------------------------- 8,209,000

Total ----------------------------------------------- 979, 727,000

Figures of total exports to Switzerland for the year 1948 are not
available as yet. However, there is no material difference between
the commodities exported to Switzerland in 1948 and 1947.

It will be seen from these figures that Switzerland was unable to
import extensively from the United States during the war years, but

that under postwar conditions the trade between the two countries
has vastly increased and that the United States has a very substantial
trade balance.

The domestic companies named have been very greatly benefited
by the importation into this country of watch movements of new and
improved design and the assembling of these movements in attractive

cases in the United States. As a matter of fact, it was the Swiss watch

industry that popularized the wrist watch after the year 1924, and

also introduced the small rectangular movements (the baguette)

which soon attained great popularity. The attractive wrist watch
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of today" in the United States is due to the foresight and ingenuity
of the Swiss watch industry, and this has been greatly responsible
for the very substantial increase in the consumer demand for wrist
watches.

In report No. 20, issued by the United States Tariff Commission in
1946, it is stated:

Assemblers and importers have been more active than manufacturers of wholly
domestic matches in introducing new styles of watches, in advertising, and in
direct selling to retailers; they also had pioneered in time-payment sales to con-
sumers through credit jewelry stores. These sales-promotional activities of
assemblers and importers resulted in an increase not only of their own sales but
also of total sales. * * *

As we have pointed out hereinbefore, both Elgin and Hamilton
have greatly increased their sales aRd are in a very prosperous
condition.

In an article appearing in the January 1947 issue of Fortune, state-
ment was made by a representative of the Hamilton Watch Co. that
Waltham and Elgin, and the United States watchmakers' union have
mobilized to obtain an agreement with the Government of Switzerland
to limit the annual export of Swiss-watch movements to the United
States; that Hamilton did not object but that Hamilton was seldom
found among the pilgrims who journey to Washington in the interests
of protection. It was further stated in this article in Fortune by
Hamilton:

Foreign competition has never been a serious threat.

In conclusion, the demand for watches in the United States has
greatly increased and will continue to do so. More teen-agers are
wearing watches today than ever before, and it is not uncommon
for men and women to own more than one watch. In our opinion,
the importation of watch movements to be assembled in this country
does not offer any serious threat to domestic watch companies, pro-
vided that they are efficiently operated, produce an attractive product
which is acceptable to the consumer public, and properly handle the
merchandising of such product. We believe that the time that has
been spent in attempting to interfere with the importation of watches
and watch movements from Switzerland could have been much more
profitably used in the development of consumer demand for fine
watches, attractively cased, in the United States.

As has been previously expressed by the officers of the American
Watch Assemblers' Association, Inc., it is our sincere wish that the
Waltham Watch Co. will succeed in solving its present financial prob-
lem and that it will once again be able to resume operations, as we feel
that there is sufficient consumer business in the United States to enable
Waltham, as well as Elgin and Hamilton, to sell and distribute their
entire production; and, in addition, require substantial imports of
Swiss watches.

We conclude this memorandum by again urging upon Congress the
quick enactment of the proposed law, extending the trade agreements
program, without restrictions.

The CHAIRMAN. Any questions?
Senator MILLIKIN. Would the Watch Assemblers agree to an ar-

rangement whereby they would continue to have a percentage share of
the United States market?
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Mr. CARNow. It is not a question of a percentage of the United States
market, Senator. The domestic watch people, Hamilton, Elgin, and
Waltham, including the production of Bulova in this country, cannot
produce all of the watches that are demanded by the consumer public.
For anybody to say what the figure will be at any given year, Ithink
will require a great deal of.foresight. We must remember this, that
the watches that are brought into this country are brought in by
businessmen who bring in a product because they feel that they can sell
it. If they can, in their combined judgment, sense that the market
conditions are changing, they are not going to buy watches just for the
sake of buying them. Their imports will be reduced. That will be a
normal business reaction.

Senator MT.LIKIN. I repeat my question. Would the assemblers
consent to an arrangement 'vihereby they got a percentage of the
domestic consumption?

Mr. CARNOW. They could not consent to anything about which they
did not know the terms.

Senator MLzLIN. As the consumption increased the percentage
would apply to the increase. There is nothing new in that technique.
We have it, for example, in our sugar trade acts.

Mr. CARNOW. There is one point that is different. In other words,
it takes almost from 6 to 9 months to make a watch movement. No-
body can sit back here and say that the market next year will be 10,-
000,000 watches, and therefore you fellows can bring in five.

Senator MnaK N. You have to gamble on the mar et as it is. You
do not wait for 6 months, and shut down your factory to anticipate
your market.

Mr. CARNow. The importers do. They do not have to do that.
They can go abroad and buy as they need.

Senator MiLLIKiN. Is it not the fact that in the operation of your
business you estimate your market?

Mr. CANow. That is right.
Senator MILLIKIN. You estimate it perhaps a year ahead or more.
Mr. CARNOW. Bulova does, yes.
Senator MILLIKIN. So I mean what would be insuperable about

that kind of an arrangement?
Mr. CARwow. How you can possibly distribute a quota among all

of the business firms is something I can't see.
Senator MiLLIKIx. I mean whenever there is a quota, there is al-

way a mechanism for distributing the quota. I mean that is a mechan-
ical detail that follows acceptance of the principle, if you would ac-
cept it.

Mr. CARNOW. I doubt very much if they would accept it.
Senator MILLIKIN. What share of the market, the United States

market, would you like to have?
Mr. CARNOW. We only have what the consumer public is willing to

buy. It is my opinion that Elgin and Hamilton and Waltham have a
first call on the consumer demand. What we have been selling has
been the excess demand over and above theirs.

Senator MILIKIrN. Would you be willing that a quota be set on
the basis that would assure the protection of these domestic watch-
manufacturing companies?

Mr. CARNOW. I do not think they require the protection.
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Senator Mi.,IN. If it was considered that they did require it?
Mr. CAlNow. I must differ with you, Senator. The question of

quotas is not acceptable to our association and to our membership,
because we have heard of the experience of quotas now taking place
in Canada with the trading among privileges to import, and we feel
that any restrictions of that kind would encourage smuggling and
things of that kind.

Senator MTu..uxIN. You have given an honest answer to the question.
On page 3 of your brief, you quote from former Secretary of State

Byrnes, and you attribute to him the following language:
Trade between countries is one of the greatest forces leading to the fuller use

of these tremendously expanded productive powers. But the world will lose
this opportunity to improve the lot of her peoples if their countries do not
learn to trade as neighbors and friends. If we are going to have a real people's
peace, world trade cannot be throttled by burdensome restrictions.

You go on to say as a part of your own editorial comment:
With this statement of our former Secretary of State we are in entire ac-

cord and, therefore, we urge that the reciprocal trade agreements program,
without burdensome restrictions--

I am glad you say that, and not "without crippling restrictions"-
be extended as proposed in H. R. 1211. This memorandum is primarily in-
tended to express the hearty endorsement of this association of said bill.

You seem to have no difficulty in importing watch movements into
this country, but let us take a look at the hurdles that are imposed
upon our exporters in other countries.

Do you know of any important country that in addition to its tariffs
does not have quotas, does not have license systems, that does not have
exchange controls?

Mr. CARNOW. Yes; a great many countries have that.
Senator M,,KMN. What countries?
Mr. CARNOW. South American countries that I know of.
Senator AMILLIKIN. Name them, please.
Mr. CARNow. I believe Argentine has one.
Senator MILLIKN. There is not a country in South America that

does not have one or more types of those additional restrictions.
Mr. CARNOW. That is right.
Senator MnLX.z1N. The end point is that your reciprocal trade

system as such has not beaten down those barriers that you want beaten
down.

Mr. CARNow. But in the case of the United States with Switzer-
land, we have an imposing array of things that we sell them, and cer-
tainly we benefit tremendously from our relations with Switzerland
when we send them 126,000 tons of wheat, 51,000 tons of corn, 66,000
tons of flour, 51,000 tons of sugar, and the other items, 629,000 tons
of coal, and 62,000 tons of fuel oil, 15,000 tons of steel and iron parts,
32,000 tons of steel sheets, 14,000 tons of copper bars, lead, tin, 17,000
automobiles and machinery, and tons and tons of other things. I mean
that all is a good example, in my opinion, of reciprocal trade. We have
what they want, and we take the things they want to sell us.

Senator Murx. Would you say that because our trade balance is
advantageous with Switzerland or with any other country, let us not
talk about the watch business for a minute so as to avoid a lot of argu-
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ment, that that would be a valid reason for injuring one of our do-
mestic industries?

Mr. CARNOW. On an over-all program, I personally cannot con-
ceive how it is possible whereby every industry, perhaps some that
are inefficient or some that are high-cost producers, can be protected
to the full extent. If I remember correctly, the comment made by
Mr. Goss here earlier this morning, he felt if a country has a product
that they can produce cheaper-

Senator MnLLIKIN. My question was a very simple one. I asked you
whether because we have a favorable trade balance with any country,
whether that that is reason for seriously injuring any of our domestic
industries.

Mr. CARNOW. No, but when you say seriously injure, I don't be-
lieve we want to seriously injure it. Perhaps some ways and means
can be found to alleviate the condition. But sometimes on an over-
all program, somebody must get hurt. I do not know.

Senator MILLIKIN. I am asking you ypur opinion as to whether a
favorable trade balance with any country is reason for seriously in-
juring any of our domestic producers?

Mr. CARNOW. I do not belieye I am capable of giving you a direct
answer to that type of a question.

Senator MILLIKIN. You do not care to answer it. All right.
As to those items that you have mentioned, going to Switzerland;

Switzerland during the war was on a war-proauction basis.
Mr. CARNOW. Yes, sir.
Senator MILLIKIN. They had the same obsolescences that any other

country that made that transformation in its economy had during the
same period: is that right?

Mr. CARNOW. Yes.
Senator MmLIKIN. Does it not occur to you that among these items

you were mentioning in the list, that many of them might be nonrecur-
ring as soon as Switzerland gets herself reestablished?

Mr. CARNOW. I do not think so.
Senator MiuLIKIn. Let us go through the list a little bit. Take

food. You attribute 327,000,000 Swiss francs of exports from this
country in the line of food. Past experience shows that Europe
catches up with its food production. Would you say that it is a cer-
tainty that Switzerland will continue to take that much food from
us?

Mr. CARNow. No: but I think some evidence can be taken from
the fact that on page 14 of the brief, that from :1938 to 1948, over the 10
years, with the exception of the war years of 1943, 1944, and 1945, that
we have had a favorable trade balance with Switzerland.

Senator MLLIKIN. But you do not find the same disparity in those
years that you find at the present time. That is exactly what I am
talking about. If you take your tabulation that you set out there.
you will find that since the war, particularly in 1947, we have exported
much more to Switzerland in relation to imports from Switzerland
than we did in the preceding years. That is what suggests that Swit-
zerland is rehabilitating herself with the American goods. I am not
quarreling about that. I am simply making the point that perhaps
this benefit is in part a nonrecurring benefit.
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Mr. CARNOW. Well, maybe not to the same extent, but certainly as
long as we have always had a favorable trade balance with Switzer-
land, they have always been a good customer of ours; now, the same
way if during the war years when we had things from Switzerland,
we were able to get from her more than we sent over there, one thing
being watches.

Senator MILLIKIN. I am simply making the point that Switzerland
has been rehabilitating herself, the same as the other countries that
transformed themselves into wartime economy, and that that may ac-
count for the enormous increase in the ratio of our exports over their
exports to us, from which it follows therefore that that same thing
may not be recurring. It may be nonrecurring at least in part.

I thought your testimony in answer to a question of Senator Lucas
was not entirely clear. On page 8, at the top of the page, you say,
starting at the bottom of page 7, rather:

However, the fact is that we do not believe it is possible in the foreseeable
future for the domestic watch industry to expand its production facilities to a
sufficient point to take care of the consumer demand in this country, * * *

Then in response to Senator Lucas' question, as I understood your
testimony, you proceeded to show that they are expanding. Would
you mind taking your position one way or the other on that?

Mr. CARNOW. Well, if Elgin produced a million watches last year,
I think they announced an expansion program of 20 or 25 percent
in 1949, and the best they could produce would be 1,250,000. If there
was a million, they could best produce another 250,000.

Senator MNILLIKIN. Do you stand by the statement to Senator Lucas'
question that you do not believe it is possible for the domestic watch
industry to expand enough to take care of the domestic business?

Mr. CARNOW. Not in the next few number of years.
Senator MILLIKIN. Does it occur to you that perhaps a drop in the

participation of the American market from 53 percent in your own
figures, down to 22 percent, might have some effect on how much they
want to expand ?

Mr. CARNOW. No. I think that they will expand and continue to
expand in the face of the kind of economy which we live in today,
because somehow or other, there seems to be an accepted ratio between
the amount of money spent for jewelry and watches gets its shares of
the jewelry business, to the national total income.

Senator MILLIKIN. Under your own figures, the domestic companies
have not held their share of the domestic market; is that not correct?

Mr. CARNOW. Only because they have not produced more.
Senator MILLIKIN. Then I ask you is not the drop from 53 percent

down to 22 percent a deterrent to producing more?
Mr. CARNOW. No, sir.
Senator MILLIKIN. How do you reason that?
Mr. CARNOW. Because I believe that they will, and they are ex-

panding, and will continue to expand. The fact is they have not
anticipated in sufficient time this expanding in the market to expand
in time to take advantage of it.

Senator MILLIKIN. Then you do not quite adhere to your state-
ment that you think it impossible in the foreseeable future for the
domestic watch ifidustry to expand its production facilities to the
point sufficient to take care of the consumer demand of the country?
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Mr. CARNow. Yes, I think in the foreseeable future. I don't think
in the next 10 or 15 years that those three companies would increase
their production to take care of a 10,000,000 consumer demand.

Senator MIULIKI x. In connection with that drop from 53 percent
to 22 percent, in what years was that ?

Mr. CARtow. I think in-
Senator MILLIKIN. During what years?
Mr. CARNOW. 1931 to 1935.
Senator MmLUUn . DroppinF from 53 percent down to 22 percent,

how much has the population of the country increased ?
Mr. CARNow. I do not know. I have not the figures in mind. All

I could say is that their production went from 900,000 to 2,200,000.
The demand went from 1,700,000 to 10,000,000.

Senator MmIKuN. That is precisely what I am talking about. If
you will analyze the figures which you have given here, and relate
them to increase in population, and to the next point I am going to
make, the position of the domestic watch industry, it is certainly a
sad one. In addition to dropping from 53 down to 22 percent in the
face of all of this demand, that you are talking about, how much
increase in spending power have you had over the same period?

Mr. CARNow. A considerable increase.
Senator MIu-nIN. So the figures are really worse than from 53

down to 22, are they not?
Mr. CARNow. I mean for this reason we jump to a conclusion on

the basis of figures, but the fact remains-
Senator MILLIKIN . You supplied the figures.
Mr. CAR.xow. The domestic watch companies in the early twenties

refused to recognize the coming of a wrist watch. They kept mak-
ing the pocket watch. It was because they refused to recognize a
change in the trend, in the style.

Senator MiLaLiKn. Let us assume they have been very stupid in the
management of their business. Let us assume that.

Mr. CARNOW. That is what gave the other people the opportunity
to go ahead.

Senator MILLIKIN. You have pointed out that with their virtues,
they have declined from 53 percent down to 22 percent, in the face of
an enormous increase in population. Also I suggest to you that the
levels of income have more than doubled during the same period, all
of which enhances the statistics which are bad enough, as you give
them.

Talking about the ability of the domestic industry to expand or
not to expand, whatever your theory may be, and I have not quite
caught it yet, testimony has been that Switzerland does not allow
the exportation of its fine watch-making machinery. What do you say
to that ?

Mr. CARNow. There are some machines there is no restriction on.
There are a small number of machines with restrictions.

Senator IfLLIKIN. They say the very best machines that give Swit-
zerland perhaps an edge in the quality of manufacturing, that Swit-
zerland does not permit their exportation. Is that right or not?

Mr. CARNow. That is correct.
Senator MIuKI. All right. That is all I wanted to get.
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How many watches does Bulova completely produce in this coun-
tryI

Mr. CARNOW. In excess of one million watches in 1948.
Senator MILLIN. You have talked about the profits of these other

companies. What were the profits of Bulova last year, domestic and
importing business?

Mr. CARNOW. They are all combined. We do not segregate them.
Senator MILLKEN. How much?
Mr. CARNOW. In excess of $5 million.
Senator MILLIKIN. And how much of that is attributable to your

import business?
Mr. CARNOW. I could not say. We do not segregate that.
Senator MILLIKIN. You ought to know that.
Mr. CARNOW. I cannot answer that. We bring over a movement

from over there, the same as we bring a movement over from our
Woodside factory, and it is one sales organization.

Senator MILLKIN. You mean to tell me you are not running costs
on your domestic production of the watch?

Mr. CARNOW. We have a cost of that.
Senator MLLLIxiN. You deduct one from the other. You have the

answer, have you not, if you do that?
Mr. CARNow. You cannot jump to that kind of a conclusion.
Senator MILLIKIN. Of course, I have oversimplified the problem.

Do you mean to tell me that Bulova does not know the difference be-
tween what it is making, if anything, in its domestic production, and
what it is making by virtue of its imports?

Mr. CARNOW. We never took the trouble to segregate it.
Senator M mIN. Are you sure of that I
Mr. CARNOw. Yes, sir.
Senator MILIKIN. And you are talking about the efficiency of

Bulova.
Senator WnjaAms. How do you complete your tax issues on that?
Mr. CARNow. It is foreign costs.
Senator MmUKINm. Now we are getting down to what you were com-

plaining about a moment ago.I wish you would please press you
question, Senator.

Senator WILLu s. I was just interested in how you compute your
taxes, if you do not know how much you make in this country.

Mr. CARNow. I do not know if I am being understood or just what
is happening.

Senator WILixs. You have to report to the Treasury the earnings
of your company in this country.

Mr. CARNOW. Yes.
Senator WILLmAMS. How do you compute that? Do you not sepa-

rate those?
Mr. CARwOW. The cost of operating our Swiss plant is the cost of

production of our foreign movement.
Senator WILLAmS. Do you not have a break-down between your im-

porting profits and your production in your financial statements?
Mr. CAn ow. Well, the profits of our Swiss branch are included in

part of our financial statement.
Senator WuijJxs. But they are broken down.
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Mr. CARNOW. To the individual company, yes. In other words, ou,
Swiss branch will show the compilation of the figures of our Swiss
operation which will show a profit. That profit is included in our
cost, in our balance sheet, as we present it to our stockholders.

Senator MILLIKIN. What was the profit on the domestic complete
manufacture of watches in this country? How much did you make
out of that?

Mr. CARNOW. I perhaps do not understand that question.
Senator MmLIKIN. You have a plant here which makes the com-

plete watch, have you not ?
Mr. CARNOW. That is right.
Senator MILLIKIN. How much money did you make out of that last

year? Pick anytime you want, but state the time.
Mr. CARNOW. We cannot split a figure that way; in other words,

let, us assume that we sold 2,000,000 watches. If we produced a
million here, and we imported a million, and we made $5 million, then
would say you made $2 a watch and you could say you made $2.50 out
of that European. Is that the formula you are trying to develop?
Perhaps I may be stupid and not understand the question.

Senator MILLIKIN. I will make it very simple. You have a depart-
ment of your business or branch of your business which has to do with
the complete manufacture of a watch in this country. Right?

Mr. CARNOW. The watch movement.
Senator MILLIKIN. Watch movement. All right. What else do you

do domestically except put Swiss movements into cases?
Mr. CARNOW. At Woodside we produce a watch movement and in

Switzerland we do that. They come from both sources to New York.
Senator MILLIKIN. How much did you make at Woodside? How

much money?
Mr. CARNOW. It is just a branch operation. We do not separate

that figure.
Senator MILLIKIN. How-much money did you make at the branch?
Mr. CARNOW. It is part of the over-all. It is one corporation.
Senator MILIIKIN. Do you mean to tell me that you operate a manu-

facturing facility in this country and do not know what your profits
are, if any?

Mr. CARNOW. I can tell you what the cost of production was over
there. We do not segregate a profit on a part of a finished product.

Senator MILLIKiN. How do you run that business? Is it a separate
corporation?

Mr. CARNOW. No, it is a branch of the Bulova Watch Co.
Senator MILLIKIN. Not a separate corporation?
Mr. CARNOW. Not a separate corporation.
Senator MILLIKiN. Has it no separate accounting of its operations?
Mr. CARNOW. It is a department of the major.
Senator MILUKIN. How do you meet the point made by Senator

Williams?
Mr. CARNOW. It is part of it.
Senator MILLIKIN. That does not answer Senator Williams.
Senator WILLIAMS. You have to report your profits in Switzerland

to the Swiss.
Mr. CARNpw. That is right.
Senator Wiai-T~Ms. You have to report the profits here.
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Mr. CARNOW. Yes.
Senator WLIAMS. How do you break them down?
Mr. Carnow, in your statement you were able to give us the profits

on Elgin, Hamilton, and all of these other companies. How about
your own company?

Mr. CARNOW. Wh en I cite the profit at Elgin, I do not know if
they consider that they made so much profit in Aurora and so much
profit in Lincoln and so much profit at Elgin.

Senator WILLIAMS. I venture to say that they could, but you have
it down here as a whole.

Mr. CARNOW. That is right.
Senator WILLIAMS. We are asking you how much you made in this

country on your manufacturing.
Mr. CARNOW. I can only tell you that if the percentage that the

domestic production of watch movements would apply to the over-all
production number of watches we sold, and if you want to allocate
it to that base, all well and good, gentlemen. I cannot understand
your question.

Senator WULmMS.Would you be willing to furnish to the commit-
tee a copy of your last year's financial statement as reported to the
Treasury Department?

Mr. CARNOW. Surely.
Senator WILLIAMS. Mr. Chairman, I would like to ask that be put

in the record.
Mr. CARNOW. You mean a copy of the tax return that is available

to you from the Treasury Department, is it not? here is the state-
ment of our 1947, if you want to look at that.

Senator WILLIAMS. In answer to a question before that I asked, I
asked you about how much of importing these movements from
Switzerland, and your answer was that you did not import the move-
ments, but manufactured your watch entirely in this country in the
same manner that these other companies did.

Mr. CARNOW. You asked me if we imported-
Senator WILLIAMS. I asked you about the importing, what percent-

age of the parts you imported. You said you manufactured them in
the entirety.

Mr. CARNOW. I said of the watches we manufacture here we manu-
facture all of the parts, the same as the others. In addition to what
we manufacture here, we import movements from abroad.

Senator WMLIAMS. What do you do with those movements?
Mr. CARNOW. We case them in this country.
Senator WILLIAMS. You use them in watches in this country.
Mr. CARNow. We use them in watches. In other words, the watch

movements from Switzerland and the watch movements from our
Woodside factory come to our New York office. They are inter-
mingled. They Jose, in a sense, their identity.

Senator WiLLIAMS. They lose their identity when they come in.
How do you distinguish between the production of parts made in
Switzerland and made here in this country? How do you separate
those costs?

Mr. CARNOW. We know our costs over there are comparable to the
figure that has been quoted here of about $6.52 per movement. That is
before duty. Our costs in this country, which are a business secret,

86697-49--pt. 1-87
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but I will say that the final product at Woodside costs in the neighbor-
hood, depending upon the size and the model and the jewels, of from
$9 to $10 per watch.

Senator MImKIN. Nine to ten, and in Switzerland, plus duty, what
Mr. CARNOW. $6.52 plus about an average duty of $2.40, because on

17jewels it runs from $2.10 to $2.70.
Senator MiLLKiN. It costs you about $8.90. Your domestic busi-

ness costs you about $9 to make.
Mr. CARNow. I would say an average of about $9.50.
Senator MIuuKiN. How many domestic do you make?
Mr. CARNOW. In excess of a million.
Senator MILLIKIN. How much in excess-two million, three million ?
Mr. CARNOW. Just about over a million.
Senator MILLIKIN. Plus some minor figure?
Mr. CARNow. That is right.
Senator MILLIKIN. How much did you import?
Mr. CARNOw. I prefer not to say, sir, unless you want me to.
Senator MILLKIN. What is the secret about that? There is no

secret about that. I mean we can get it from the Tariff Commission
or some other agency of the Government.

Mr. CARNOW. That is right.-
Senator MILLIKIN. Why do you withhold it?
Mr. CARNOW. I mean some of these things are trade secrets as to

units that we sell.
Senator MILLIKIN. That is a lot of nonsense. Is there anyone here

from the Tariff Commission who knows how many Swiss movements
were imported into this country last year?

Mr. DORFMAN. By Bulova?
Senator MLLKIN. By Bulova is what I am talking about.
Mr. DORFMAN. We do not have the information showing how many

movements are imported by each company.
Senator MIuIKIw. How many imported altogether?
Mr. CARNOW. About 9 million last year.
Senator M ILIKIN. What percentage of that do you import?
The witness is very tender with his own situation, but he does not

mind going into details of other peoples' business. I suggest that he
is not quite candid with the committee.

Mr. CARNOW. I do not want to give that impression, sir. I know
there are certain facts about the operation of a man's business that he
prefers not to put on the public record.

Senator MuLLIKIN. But you do not hesitate to put the other fellow's
facts.

Mr. CARNOW. I did not say anything about the other man's costs or
anything of that sort, sir.

Senator MILLIKIN. What was your profit altogetherI
Mr. CARNOW. In excess of $5,000,000.
Senator MILLIKIN. Five million dollars?
Mr. CARNOW. That is right. All of that information, what I mean,

we are quoting here public information.
Senator MILLIKxN. You realize, of course, that we could pursue

the matter and find out how many watches Bulova imported?
Mr. CARNOW. That is right.
Senator MLLIKIN. Do you have any objection to our doing so?
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Mr. CARNOW. No, sir; I merely do not want to be the one to make
those figures public.

Senator MiLuaKIN. Where would that information be?
Mr. CARNOW. The customhouse ought to be able to give it to you.
Senator MILLIKIN. The customhouse?
Mr. CARNOW. Yes.
Senator MILLIKIN. Will someone that is familiar with these intrica-

cies get that?
Mr. CARNOW. If the information is for the convenience of the com-

mittee, if it was just for private record, just for the committee-
Senator MILLIKIN. I am talking about the public record, no secrets.

Let us get the figure. I presume that you can take the proportion of
the movements that you make here against what you have imported
and first start out by getting a rough approximation of the profit be-
tween the two on the basis of proportion, and then add a certain uncer-
tain element of additional profits for your imports, because the cost is
more to make the watch here than it is to import it from Switzerland.

Mr. CARNOW. A minor amount more.
The CHAIRMAN. Let me ask you one question. What has been the

production of the American watch manufacturers, that is. the manu-
facture of works, the ones that you speak of, Elgin and Hamilton. I
mean, has it gone up or gone down?

Mr. CARNow. The published reports, we know that it has gone up,
going up. They have themselve said so.

The CHAIRMAN. But it has not gone up as rapidly of course as the
inports.

Mr. CARNOW. No, because they could not keep pace with the demand.
I made some notations.

The CHArMXAN. That is the very point I was getting at. So that
there has been no actual loss in the production of these companies
during the period that you spoke of, from 1935 up to the war.

Mr. CARNOW. No sir.
The CHAIRMAN. Ko actual decline in their production.
Mr. CARNOW. Only except during the war years.
The CHAIRMAN. Only except during the war years.
Mr. CARNOW. Yes.
The CHAIRMAN. But there was, of course, a very rapid increase of

imports because the demand was here.
Mr. CARNOW. That is right.
The CHAIRMAN. Tremendous buying power was in the country, and

a demand for watches.
Mr. CARNOW. Not only that, but the Government encouraged the

importation from Switzerland at that time to satisfy the demands of
war workers, even men in the Army, to whom we sold watches through
the post exchanges, because it was certainly felt that it was to the ad-
vantage of this country to utilize Swiss labor and material for produc-
tion of watches while the domestic companies were in war production,
and as a matter of fact, Order L-23 of the War Production Board
allocated a portion of every incoming shipment to sale of the Army
post exchanges.

The CHAIMAN. Any further questions?
Senator MILLIKIN. If Switzerland became blockaded-what is the

amount of the assemblers' business?
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Mr. CARNow. About $160,000,000 a year.
Senator MMLIKIN. That would be a dead business, would it not, if

they became blockaded?
Mr. CARNow. That is right.
Senator MILLnN. You talk about the increase in the public con-

sumption of watches; you attribute a considerable part of that to your
own advertising campaigns?

Mr. CARNOW. That is right, as well as the others.
Senator MImLIKIN. You have been predominant.
Mr. CARNOW. We have been; yes.
Senator MILLIKIN. In the advertising.
Mr. CARNOW. That is right.
Senator MILLiXIN. And you have had good profits in the main made

out of the importation of Swiss movements in order to carry on the
advertising business, have you not?

Mr. CAiiow. I did not understand that.
Senator MiUKIN. That is very simple.
Mr. CARNOW. I do not want to jump to an answer.
Senator MIn-axN. It costs a lot of money to run the kind of adver-

tising you are doing.
Mr. CARNOW. Yes.
Senator MILLIKIN. How much does it cost?
Mr. Cuiiow. I will not say that.
Senator MILLIKIN. Is that a trade secret, too?
Mr. CARNOw. That is right.
Senator MILLIKIN. It costs a lot of money.
Mr. CARNow. That is right.
Senator MmuIKIN. You have the top spots.
Mr. CARNOW. That is the result of many, many years, Senator.
Senator MLLIKIN. I am not complaining about that. I am just

trying to trace out the reasons for your prosperity; the bulk of your
profits. You will not saw how much comes from the importation of
watch movements?

Mr. CARNow. I would not say the bulk of them. I would say a
proportion.

Senator MILLIKIN. A proportion. But I think the figures will
demonstrate a substantial bulk, and we will have the figures.

Mr. CARNow. You will get them.
Senator MmLiKIN. Import profits put you in an excellent position

to carry on these campaigns and further increase the disparity between
yourselves and the domestic producers, do they not?

Mr. CARNow. Well, we would like to continue to keep increasing our
business and increase our domestic production as well as our imports.

The CHAIRMAN. Is the Bulova Watch Co. an American corpora-
tion?

Mr. CARNOW. Yes, sir.
The C AIRMAN. Domiciled in this country?
Mr. CuARow. That is right, sir.
The CHAmmAN. And what is your floor space here, approximately?
Mr. CARNOW. I should judge at the Woodside factory alone or all of

our factories in this country, I should judge that we have probably
in excess of three hwadred or four hundred thousand square feet.
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The CHAIRMAN. How does that compare to your floor space operated
by your branch in Switzerland ?

Mr. CARNOW. I do not think they have more than-I have never
been there-it would be purely guesswork, but I do not imagine more
than forty or fifty thousand square feet over there. I judge that by
the fact that we employ around 3,500 people in this country against
about 500 people abroad.

The CHAIRMAN. How many in this country?
Mr. CARNow. About 3,500.
The CHAIRMAN. As against 500 abroad.
Mr. CAnNow. Yes.
Senator MILLIKIN. How many suppliers supply you in Switzer-

land? Would you say 140 different outfits?
Mr. CARNOW. No; 140 members make up our association. We are

talking of the Bulova Watch Co. right now.
Senator MILLIKIN. I know that. The complete space devoted to

your business in Switzerland is less than the space you occupy here?
Mr. CARNOW. Yes; considerably so.
Senator MLLIKIN. But do you make all of the Swiss movements

that your bring in?
Mr. CARNOW. We assemble them.
Senator MILLIKIN. What is the square footage of the outfits that

send you the goods which you assemble?
Mr. CARNOW. I do not know.
Senator MILLIK1N. Your answer is that you do not know.
Mr. CARNOW. Yes.
Senator WILLIAMS. What is the valuation of your plants in Switzer-

land, approximately? What investment do you have?
Mr. UARNow. Most of it has been depreciated. It has been on the

books all along. I do not imagine--it must run-you have the state-
ment there. I think there is some statement on the bottom there
that shows the amount of assets in the Swiss branch.

Senator WILLIAMS. $975,000 in Switzerland.
Senator MILLIKIN. That is merely the assembly plant.
Mr. CARNOW. That is the value of all of the assets, plants, or

equipment.
Senator 1mLLIKIN. That is all of your assets.
Mr. CARNOW. That includes inventory and cash and everything else.
Senator WILLIAMS. What percentage of the sales imported I
Mr. CARNOW. I cannot tell you that.
Senator WILLIAMS. You mean you cannot or will not ?
Mr. CARNOW. I prefer not to.
The CHAIRMAN. The witness has been over that point.
Mr. CARNOW. There are certain facts of each man's business that he

prefers to keep to himself. I do not believe Mr. Shennan would tell
you definitely his own cost of production or actual amount of money

e spends for advertising. There are news reports, certain statements
are made that are just general statements, but there are certain trade
secrets. We think that we have a far superior production plan in op-
eration in this country than anybody else. We hesitate telling any-
body, if we are substantially lower producers than they are, what
that is.
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Senator WILLIAMS. Do you report this information to the Treasury
Department?

Mr. CNow. Yes. There is no question about that.
Senator WILLAMs. That is all reported and broken down?
Mr. CAtNow. That is right.
Senator MILamIKN. We will find out.
Mr. CAmNow. That is your privilege, sir.
Senator MARTIN. I think we ought to have in the record what are

the names of your subsidiary companies.
Mr. CARNOW. The Sag Harbor Guild.
Senator MARTIN. Wheer is that located?
Mr. CARNOW. That is out in Sag Harbor, Long Island. We have a

branch in Providence.
Senator MARTIN. What does that do?
Mr. CARNOW. They manufacture watch cases. We have a branch

in Providence, in the name of Bulova Watch Co., manufacturing cases
there. We have a branch in Waltham, Mass., known as the American
Standard Watch Co. They assemble movements up there. We have a
branch in Jersey City, in the name of the American Standard Watch
Co. They assemble movements.. We have a branch in Woodside, which
is this manufacturing branch, under the name of the Bulova Watch
Co.

Senator MARTIN. What is the name of it?
Mr. CARNOW. Bulova Watch Co.
Senator MAIrIN. Is that a subsidiary company?
Mr. CARNOW. I am just listing all of the branches.
Senator MARTIN. I wanted the subsidiary companies.
Mr. CARNOW. The Sag Harbor Guild, the American Standard Watch

Co. We have Democ, Inc. That is the land we bought for production
at Valley Stream, N. Y. We have the Westfield Watch Co., an inactive
corporation. That is about all.

Senator MARTIN. Where is it you manufacture your American-made
works?

Mr. CARNOW. In Woodside, Long Island.
Senator MARTIN. Is that done by the holding company, or that

is-
Mr. CARNow. That is the parent company. It is a branch of the

parent company.
Senator WILLIAMS. You do not know the volume, or you would

not give us the volume of that business done there.
Mr. CARNOW. They only produce movements, and they produce

in excess of a million movements.
Senator WILLIAMS. I mean the value in dollars.
Mr. CARNOW. I gave you an approximate figure of from $9 to $10

a movement. If you want to average and say $9.50, say the produc-
tion is worth 91/2 million dollars.

Senator MILLIKIN. It costs them under your figures, it costs about
$2 to $3 a watch more, or a movement more than your imported move-
ment.

Mr. CARNOW. Which difference is compensated by the duty.
Senator MILLIKN. But that brings me to another question. You

stated here on page 4, it is our contention that the difference in costs
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of production of the domestic watch and a Swiss watch is substantially
covered by the rate of duty presently assessed.

Mr. C.Now. That is right.
Senator MILLIKIN. Now, how do you reconcile the two statements?
Mr. CARNOW. If the cost to us is $9.50, and our imported movement,

the average landed movement is $6.50, to which you add $2.40, the
average duty, it gives you $8.90, whiich gives you a difference of around
50 or 60 cents. I believe that would be substantially compensated by
the rate of duty.

Senator MiLLIKIN. The figure I thought was about $6.50.
Mr. CARNOW. That is before you pay duty.
Senator MILLIKIN. How much is the duty?
Mr. CARNOW. On the ladies' watch it is $2.70, and on the gentleman's

watch it is $2.10. If we average the two, you come to $2.40 in 17 jewels.
Senator MILLIKIN. You make watches of less than that?
Mr. CARNOW. No, sir.
Senator MILLIKIN. You do not either make them or import them '
Mr. CARNOW. We import some.
Senator MILLIKIN. Of less than that?
Mr. CARNOW. Yes.
Senator MILIKIN. In the case of less than a 17-jewel watch, what is

the duty?
Mr. CARNOW. Around $2.25. It runs down to less than, a difference

of 9 cents per jewel.
Senator MILLKIN. I suggest that taking your own figures, there is a

substantial differential between the cost of the movement imported and
the cost of the movement as you make them, and where you are dealing
in quantities of the amount that you are dealing in, it is a very sub-
stantial total figure.

The CHAIRMAN. Any further questions?
Senator WILLIAMS. What was the total gross sales last year, includ-

ing everything?
Mr. CARNOW. It is for 1948, around 48 or 49 million dollars.
Senator WILLIAMS. Gross sales?
Mr. CARNOW. Yes, sir.
Senator WLLIAMS. And in answer to a question of Senator Millikin

you just described your operations on this Long Island plant in which
you manufactured these parts in America, with a valuation that would
come to around $10,000,000. You said that each part had a valu-
ation of around eight or nine dollars, and you manufactured around
a million or a million and a half parts; that would leave about 20 or 25
percent of the sales in this country manufactured.

Mr. CARNOW. I do not know how you come to that conclusion.
Senator WILLIAMS. That is your own statement.
Mr. CARNOW. You are talking about a cost of a movement, which

is only a part of a finished product, and you are comparing it to a sale
of a finishedproduct. You are drawing a conclusion.

Senator WILLIAMS. Do you want to correct your statement ?
Mr. CARNOW. Throughout these hearings, in connection with this

watch situation, as testimony given to the House, Mr. Cenerazzo pre-
pared a very elaborate statement that showed relationships of profits,
et cetera; I have handled a lot of figures in my day, and I know how
you get figures to tell you any kind of a story, but I do know this much,
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that businessmen, as a basis, like to take as a basis of profit, the per-
centage of sales. He has accused us of making anywhere from 3 to 4
hundred percent on this, and 12,000 percent on something else.

You take the 1940 figures of Mr. Cenerazzo's statement for Elgin,
Hamilton, and Waltham. Their sales and profits for that year gave
them a net return of 10.6 percent.

Senator WILLIAMS. What did Bulova make?
Mr. CARNOW. 13.7. But when you take the three companies of

Bulova, Benrus, and Longines-Gruen sales were not available-these
three against the other three, combined profit of only 10.8 percent.

Senator WILLIAMS. That is all of the companies?
Mr. CARNOW. That is right.
Senator WILLIAMS. That is, yours was 13.7?
Mr. CARNOW. That is right. But he likes to come to a conclusion

of one company that is very high, and take another that is very low.
If you take one of 100 and the other one of zero and combine them.
and say it is 50 percent, I can get any kind of story I want to get if
I want to juggle figures around. But everybody will accept the fact
that sales, the relationship of profit to sales, is a good basis for com-
parison. When you take the three companies who have been accused
of all kinds of profiteering, and God knows what, for the year 1947,
they had an average profit of -only 9.6 percent. That is Bulova, Ben-
rus, and Longines.

Senator WIIJAMS. What year?
Mr. CARNOW. 1947.
Senator WILLIAMS. What was your profit?
Mr. CARoow. My profit was 10.1 percent. You can go ahead and

juggle figures all ay long, and get different stories.
Senator WmLiAMs. I was just taking the answer you gave Senator

Millikin.
Mr. CRNow. When you take a figure of the cost of a movement

and take the percentage of the sale of the finished product and try
to come out to 25 percent, I think you have a wrong conclusion.

If they are not for the public record, I would behappy to give them
to you myself.

Senator MILLIKIN. We will get them. No secrets.
Mr. CARNow. I trust you will ask the same kind of questions from

Mr. Shennan when he is here, get his figures of the Elgin Watch Co.
The CHAIRMAN. If there is nothing further that you wish to put

in the record-
Mr. CARNow. Throughout the testimony, just to clear the record,

Mr. Lyne in his testimony, and he was so very careful to state that,
said that he painstakingly read my testimony before the Ways and
Means Committee, and he could not get the answer to when Bulova
started manufacturing in this country, and the number of watches we
made. It is in there, and then Mr. Cenerazzo who appeared here Sat-
urday says he spoke to the people on the sidewalks in front of our
place, and they told him we made half a million movements; when he
appeared before the House, he said we made 300,000. He was sure
of that. He accuses us of selling 3,000,000 watches, and spending
$12,000,000.

Senator MILLIKIN. All of the speculation arises out of the fact that
you will not put the figures in.
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Mr. CARNOW. I told the House Ways and Means Committee what
we had produced.

Thank you very much.
The CHAIRMAN. Thank you very much.
I would like to call Mr. Katz.
Mr. Katz, give your name to the reporter, and the concern that you

represent.

STATEMENT OF BENJAMIN S. KATZ, CHAIRMAN, EXECUTIVE COM-
MITTEE, AMERICAN WATCH ASSEMBLERS ASSOCIATION

Mr. KATZ. My name is Benjamin S. Katz, president of the Gruen
Watch Co., and chairman of the Executive Committee of the Ameri-
can Watch Assemblers Association.

The CHAIRMAN. Is your company an American company?
Mr. KATZ, Yes, sir; our company is an Anierican company.
The CHAIRMAN. All right. You may proceed with your state-

ment.
Mr. KATZ. I regret, Mr. Chairman, that I have not had an oppor-

tunity to prepare a statement, and so I will read from notes that I
have made. Then I will be pleased to answer any questions.

I am appearing before your committee to urge the extension of the
reciprocal-trade agreement, H. R. 1211. I am urging the extension
of this agreement because I am confident that, as it applies to the watch
industry, it serves the best interests of both the domestic companies,
the importers, and the consumers.

I would like to start by answering the supplemental statements of
the American Jeweled Watch Manufacturing Industry on the bill,
H. R. 1211, to extend the trade agreement, which Representative Curtis
had placed in the Congressional Record on page 1063, and which state-
ment was signed for the three domestic companies by Mr. Shennan,
president of the Elgin National Watch Co.

I am certain that Mr. Shennan was not responsible for the insertion
of the figures as they appear here. It would show a profit for Elgin,
Hamilton, and Waltham of $2,724,000 in 1940, and a drop to $1,830,000
in 1947.

The Waltham Watch Co. in 1946 and 1947, as everyone knows, lost
tremendous sums of money. Including Waltham with Elgin and
Hamilton reminds me very much of a story of the sausage manufac-
turer who advertised rabbit-meat sausage, and was arrested for using
horse meat with it. When he came before the judge, he pleaded that
it was a 50-50 combination of rabbit meat and horse meat, and when
the judge asked him to explain what he meant by 50-50, he said that
he used one horse and one rabbit.

Now, when we analyze the profits of Elgin and Hamilton-
Senator MILuIjiN. Did you ever see the rabbit in the play called

Harvey?
Mr. KATZ. Yes; I did. I hope that has something to do with this

story.
Senator MnLIKIN. A pretty big rabbit.
Mr. KATZ. Waltham is a prettybig rabbit, too, and very few people

seem to know how to handle it right at this time.
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When we actually analyze the profits of Elgin and Hamilton for
these same years, we show a profit reduction of $200,000 between 1940
and 1948, and not approximately $1,000,000. And I believe that even
that $200,000 reduction is not actual reduction, but can be accounted
for by expenditures in equipping their new plant, expenditures which
they have a perfect right to write off as expenditures. I know that
for a fact, because we are now equipping an American plant, and I
know the cost.

I notice in examining these figures of Elgin and Hamilton-
Senator Miut IN. Watchmakers all do the same thing. They all

write off those expenditures.
Mr. KArz. So do all other companies. But the Gruen Co. and the

Elgin Co., right at this time, are going through an expansion program.
The Elgin people are building a new'plant in Nebraska, I believe,
and to consider that they had a profit reduction because they were able
to charge this expense, $300,000 or $500,000 or $800,000, does not
actually tell the story.

Senator MILLIxIN. What I mean to say, all companies use the same
method of charge-off.

Mr. KATz. All companies-
Senator MmLLLKIiN. When they spend the money for increasing their

plant; is that not true?
Mr. KATz. That is correct; but all companies do not constantly

build new plants. That is the point I am trying to make. I am not
talking about the usual write-downs of expenditures. I am talking
about building new plants, Senator Millikin.

I notice in examining these figures of Elgin and Hamilton that
these two companies showed an increase in sales in 1947 over 1946 of
more than 32 percent, whereas Bulova and Gruen, the two companies
appearing here today, only showed an increase of 13 percent, and
Elgin and Hamilton showed this sales increase despite their constant
claims that they cannot sell in competition with Swiss importers.

The domestic watchmakers further state they are not seeking a
quota unless, of course, they have again changed their minds, since
the Ways and Means Committee hearing, and are only seeking equality
of tariff.

Gentlemen, the domestic companies have made large profits under
the present tariff law. and if you allow a quota or a tariff increase
of only 20 or 30 percent, which would be about 75 cents a movement,
and assuming that the domestic companies make 2,500,000 movements
a year, and they also increase their price by that amount and get an
additional $2,000,000 profit, would it not be cheaper, gentlemen, to
subsidize the domestic companies by giving them that money rather
than permitting that increase in tariff, which would mean that the
consuming public, based on 10,000,000 watches annually, would pay
20 to 25 million more for watches, and, worse than that, gentlemen,
you will open the floodgates to smuggling.

Senator MILLIKIN. The taxpayer would pay the subsidy.
Mr. KATZ. That is correct, and the taxpayer would pay $2,000,000

instead of $25,000,000, Senator Millikin. The diamond-industry
smuggling problem was only solved when duties were cut in half and
not increased or a quota placed on them.
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I regret exceedingly to argue with Mr. Shennan's supplemental
testimony, but I am certain that Mr. Shennan is as interested in keep-
ing the record straight as I am. He states, on page 1064 of the
Congressional Record:

Even the representatives of the assemblers association who testified at the
hearing conceded that neither they nor any other industry in this country could
manufacture watches and by watches they meant time-measuring mechanisms.

I object to Mr. Curtis or Mr. Shennan telling me, as I was the
witness, what I meant. I did not mean anything of the kind. I
remember both Mr. Carnow and I stated clearly that there was not
anything that any good precision plant could not make that a watch
company could make with the exception of watches, and many com-
panies that were not in the watch or clock business manufactured time
fuzes, which required a time-measuring mechanism.

Mr. Shennan quotes me as having stated that our American move-
ment plant, after a year, has not yet produced one movement. I
would like to get that. record straight. We moved into our present
plant in Long Island in August of 1948. We have spent all of our
time since then manufacturing tools and dies for the first movement
that we will produce. The first movement will actually come off the
line-and I am sure Mr. Shennan will be glad to hear that-within
60 to 90 days, which is less than a year after we started, which cer-
tainly disproves any statements made that it takes 10 years to develop
a watch factory, and further proves that Gruen or any other company
that has the know-how-and I do not mean the know-how about the
manufacture of watches-and has the finances, can build a factory
from scratch in a year for the production of instruments of war.

Another statement by Mr. Shennan was that the spokesman for
the importers tried to minimize the significance of movement manu-
facturing in this country. and that the importers manufactured only
electrical indicating instruments. That is very far from the truth,
and I am sure that both Representative Curtis and Mr. Shennan
know this. While our company manufactured approximately half a
million electrical measuring indicating instruments, I know that the
Bulova Watch Co. manufactured approximately $40,000,000 worth
of materal for the war effort. and thatBulova, Benrus. Longines, and
Gruen manufactured approximately $70,000,000.

I would like to quote from part of a letter that the Benrus Co.,
sent to the American Watch Assemblers Association:

For your further guidance, we would like to point out that the rotors were
only made by two other firms in the United States, King-Seeley Corporation and
Kohlman Lamp & Stove 'o.. on the T-47 fuze. The other manufacturers were
New Haven Clock Co., Teleoptic Co., Waltham Watch Co., I. & Teeple. and
Underwood Elliott Fisher.

And this is important, gentlemen-
In the manufacture of the T-47 fuze, we were called upon again and again
to aid the Waltham Watch Co. in their manufacturing difficulties, which they
were never able to overcome. We believe the records will disclose that Watham's
order for this fuz wa s finally canceled. Only two other firms in the country
manufactured firing pins besides ourselves. Warren Telechron Co. and F. H.
Knoble Co.

I also notice that in Mr. Shennan's supplemental statement he
states that the domestic companies are not dependent upon Switzer-
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land for any of their parts, that the only thing that they purchase
in Switzerland are jeweled bearings and that they were made by the
domestic companies during the last war.

I do not agree that the only thing that they purchased are jeweled
bearings, but I do know that the domestic companies did make jeweled
bearings during the last war, but at what a price, gentlemen. I
happen to have been associated with the War Production Board
during the war, and know that the jewels cost as much as a dollar
or more apiece at the beginning of the war, and were finally reduced
to a production cost of approximately 20 cents against an importation
cost from Switzerland of an average of 5 cents. I am certain that
Mr. Shennan will agree with me that the watch industry would be in
very serious difficulty in this country' if it could not import its jewels
from Switzerland. s far as supplying watches to the consuming
public at prices at which they can afford to buy them.

I am also certain that if an examination is made of the books of the
three domestic companies, it will be found that parts other than
jewels have been purchased from Switzerland by these companies.

I also noticed reference in the supplemental statement to Mr.
Carnow's statement, that the top figure in Switzerland was about 60
cents an hour for the watch industry. I did not examine the testi-
mony but I am sure that Mr. C'arnow erred in that statement. The
top figure is not 60 cents an hour. That may be the average. It is
not 75 cents. I am sure that in many instances it is over $1 an hour,
as I stated in my testimony. I am certain that Mr. Carnow, on
behalf of the Bulova Watch Co., will be pleased to consider filing
his costs, providing the domestic companies do likewise.

However, in my opinion, filing costs is not enough. I also want to
know in an examination of costs what has been included in these pro-
duction costs. Very often everything is thrown in the cost of produc-
tion, including the kitchen sink.

I notice a reference to my statement that Elgin costs cannot be so
high if they are selling their watches at as low a price as $12, with
a statement that the Elgin Co. actually sells that low-priced watch
for $15. I would also like to get that record clear, please. While
the Elgin Watch Co. sells their $29.75 retail watch for $15, my state-
ment to the effect that they sell it for $12 was based on their printed
advertising and display allowance put into effect in 1948, which gives
large purchasers an advertising display allowance of as much as 20
percent.

You gentlemen at this point may wonder why, as I wondered, does
Elgin have an advertising and display allowance up to 20 percent of
their watches when no other watch company has any such plan.

While discussing prices and profits and advertising allowances, et
cetera, I would like to refer to Mr. Shennan's testimony before the
Ways and Means Committee, where he stated, in reference to his
company's small advertising appropriation compared with importers:

There is not money left after we have paid our people to make the watches and
after we have gotten what we can for the watches. We do not have enough money
to spend on that type of advertising. Our advertising appropriations, I would
guess, are around somewhere in the vicinity of 60 percent of an importer for
a similar size business.
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I can only compare Elgin's national advertising expenditures with
ours, and not with any other company's. Elgin's figures were obtained
by our advertising agency from an organization that furnishes this
type of information. Elgin's expenditure for the year 1948 was ap-
proximately 4 percent of their sales. Basing their 1948 sales on their
1947 sales, because I do not have the 1948 figures, our advertising ex-
penditure for the same period was approximately 43/4 percent. I am
wondering whether it would not be more profitable to take the amount
of money that is expended on the advertising rebate plan and put it
into national advertising. But then of course it would deprive Mr.
Shennan of an argument, whether it is factual or not, that he only
spends 60 percent of what importers of his size spend.

Speaking from notes, gentlemen, it is impossible for me to keep my
testimony in chronological order. I would now like to refer to the
statement that has been made so often about 9,000,000 movements
having been imported from Switzerland annually in the past few years.

I want to point out that only approximately 5,000,000 of these move-
ments were in direct competition with Elgin. H;amilton, and Waltham.
The other movements were clock-type movements and not jeweled
movements.

Mr. Shennan in his testimony before the Ways and Means Commit-
tee, stated that he will be fortunate if their sales in 1948 will equal
1941. Evidently the Elgin Co. feels that it still cannot supply its de-
mand, or certainly it would insist that its salesmen call on every cus-
tomer, as the Gruen Watch Co. does, and as I am certain the salesmen
for the other importers do. I have a letter here over the signature of an
Elgin salesman located in Cincinnati, to a Cincinnati jeweler, asking
him to please send his order by mail, and allowing him to select only
certain watches, advising him that he is too busy to call on him.

Our company is off quota on all watches over $49.75.
It must be very clear to you gentlemen from this letter that the Elgin

Co. is not worried about selling every watch that it can make. May I
add that I am certain that all of the domestic companies could do a
better job if they devoted as much attention to the production and sale
of their product as they do to worrying about what the importers do
or do not do.

Mr. Shennan further states that he could manufacture 20 percent
more watches this year than he did in 1941. Under the present eco-
nomic conditions, why must Mr. Shennan sell 20 percent more watches
than he did in 1941?V Certainly Mr. Shennan is not suggesting that
some regulation be put into effect that will guarantee to the Elgin
National Watch Co. the sale of every watch that they produce.

I would like now to turn to Mr. Lyne's testimony, if I may. Mr.
Lyne said the trustees have had no prior connection with Waltham.
They have reason to believe whatever mistakes the prior management
made can be corrected. This is vouched for by reports of two firms
of industrial consultants of the highest standing.

I agree with that. It will take $10 000,000, and will take very strong
management. It will reuire the closing down of the present plant
completely, and a steamship ticket for Mr. Cenerazzo, without a return
for 5 years, so that the employees can go to work.

Mr. Lyne further says the Swiss have become very adept in the man-
ufacture of watchmaking machines. They have an embargo in Switz-
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erland which absolutely prohibits the sale of these machines to
manufacturers in the United States.

Is it a crime that a nation becomes adopt at making anything?. They
have no more embargo on these machines than IBM has on their ma-
chines, or the United Shoe Machinery Corp. has on theirs, and the best
proof of that is that Mr. Lyne's company has just leased the machines
that he refers to.

Senator Millikin asked:
Do we maintain any embargoes on our material that goes to Switzerland?

No. But we maintain an embargo on material that comes from
Switzerland by placing a $10.75 prohibitive unconscionable duty on a
21-jewel movement, and I have asked why for 10 years. No one has
yet been able to answer that.

Senator MLLIKIN. In the press release which you gentlemen made
today-

Mr. KATZ. The what? I am sorry.
Senator MaLIKiN. The press release which you gentlemen made

today, you are quoted as follows:
Discussing costs of manufacture, Katz says there is only a few cents, if any,

difference in making a movement here and making one of equal quality in
Switzerland, and bringing it into this country.

Mr. KATZ. I have made such a statement, Senator Millikin, and I
repeat it.

Senator MJ.LLIKIN. How do you relate that to what you have just
said aout this duty?

Mr. KATz. We are talking aout a 21-jewel duty, that you have
placed, or the Government has placed, of $10.75 on the movement.
That movement, Senator Millikin. can be made for much less in this
country than it can be imported for from Switzerland. I do not know
why you are asking the question. It has no bearing on my statement
that we can manufacture movements in this country for very little
difference than we can manufacture them in Switzerland, after we
have paid the duty and all of the expenses.

Senator MzIrKIN. I would suggest that we are just about at the
point where we can develop a very fine domestic business in this line
of work. Is that right?

Mr. KATZ. The suggestion is to me, Senator Millikin, that the men
that have the know-how can build factories here, in China, or any-
where else, and conduct them on a profitable basis.

Senator MILLIKIN. They are proceeding to do so.
Mr. KATz. We are proceeding to do so.
Senator MILLIKIN. And Bulova is proceeding to do so.
Mr. KATz. Bulova has had a plant for many years.
Senator MILLIKIN. What objection could there be to a progressive

reduction of the amount of Swiss movements coming in here as we
expand our own facilities?

Mr. KArz. Because we are human, the minute that you limit the
production or the imports, if you please, you will see a rise in prices
in this country, because we, as the domestic manufacturers, will take
advantage of the shortage of supply to fill the demand. t

Senator MMLIKIN. Are you not in a competitive situation in this
country? f
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Mr. KATZ. Of course we are, but we are all selling the same thing,
and we all will do it. If you had no movements coming into this
country at all, and you just left it to the present domestic companies
to supply 10,000 000 demand with 3,000,000 watches, what do you think
would hap pen, Senator Millikin?

Senator MILLIKIN. I think if you have a true state of competition
that would take care of it.

Mr. KATZ. Well, because three different companies, Senator Milli-
kin, are selling three different products, and in the first place I main-
tain that we are not competitors. Elgin and Gruen do not compete.
Gruen and Hamilton do not compete. That is, with each other. Ham-
ilton and Bulova do not compete. We are competing with other in-
dustries for the consumer dollar.

Senator MILLIKIN. I understand that. I just cannot believe with
that fat market that you are talking about that those in ihe watch
business would not be competing to sell watches.

Mr. KATZ. They would all get the maximum price, and maybe this
is not a good statement for me to make. I would like to get more
money for our watches than I am now getting, and the reason that I
do not is because, if I was a domestic manufacturer, I have watches
coming in from Switzerland, which keeps me as a domestic manu-
facturer from going hog-wild on the price I would charge to the
consumer.

Senator MILLIKIN. If you have competition in the industry, it will
take care of that.

Mr. KATZ. Senator Millikin, I have been in business 46 years now.
I want to assure you that if there were just four or five or six domestic
manufacturers who have the market to themselves; without any
arrangement , without any violation of any legislation, these four
manufacturers, five or six, will get more money, than they do now with
the competition that they get from the merchandise that comes in
from Switzerland.

Senator MLLIKIN. They would be improving under competition.
Under competition they would be improving their technological pro-
cesses, and under competition they ought to be able to reduce the
price and still make a profit, if there is competition.

Mr. KATZ. Under what kind of competition ? Amongst themselves,
or with a quota system?

Senator MLLIKIN. I am not talking about quota system at all.
Quota system internally or at the border?

Mr. KATZ. At the border.
Senator MUI IXIN. Let us assume that you shut out the Swiss

watches entirely. Let us assume that. I am not suggesting it.
Mr. KATZ. I am sure you are not.
Senator MILLIKIN. Now, then, you have your domestic people to

-take care of the domestic market, and your own statement here in this
press release indicates now on the basis of cost, you are about able to
do that.

Mr. KATZ. That is correct.
Senator MILLIKIN. I am assuming that you have competition in

the watch business, and you have developed what a fine market this
is. I just cannot believe that you fellows would not be scrambling
for that market.
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Mr. KATZ. But if we have
Senator MILLIKIN. Unless you get to owning each other and fixing

out little under the table deals.
Mr. KATZ. Senator Millikin, the deals are not made under the table

or over the table. When you have a demand for three times what you
can produce, you charge more for your products and Senator Millikin,
you know that as well as I do.

Senator MULKIN. I say I am not suggesting an immediate complete
quota. I am not even pro osing that as a plan. I just want to get your
reaction. I put to you the proposition that since you are now at the
point where you can develop this domestic industry in competition
with Switzerland, why should we not have a progressive diminution
of the number of Swiss movements that come in here, and you have
answered that by saying that you would not have any domestic com-
petition.

I suggest that unless you get to owning each other or unless you
commence to violate the law that there would be plenty of competition.

Mr. KArz. Senator Mill1iin, there would not be, when you have a
demand for 10,000,000 units, and you have a production of 3,000,000
or 4,000,000 units. The producers of the one-third of that commodity
are going to t more money.

Senator TMYILmlKIN. That is why I put the word "progressive" in
there.

Mr. KATz. How do you determine it?
Senator MILIKIN. Just figure out some kind of a ratio of decrease

in imports in relation to your increase in domestic production.
Mr. KATZ. You know, Senator Millikin, when I was very young, I

used to think there were geniuses in this world. I do not believe that
it can be figured out practically, and when you do that, Senator
Millikin, you are going to encourage higher prices for a commodity
that is used by the consumer. -I would be far happier as a domestic
manufacturer without any plant in Switzerland at all, if I was left
to my own devices, my own ingenuity, so that I could compete with
Switzerland or any other country. I do not want the protection of a
tariff. I do not want protection of a quota. We are supposed to be
the greatest nation in the world, and we are now suggesting that to
protect our little industry or any industry, we are going to put a
quota system in as the production goes up.

Senator MILLIIUN. I have not suggested it. I wanted to get your
reaction, and you again reiterated your zeal for competition. And
with that lovely market ahead of you, I am sure you could give very r
effective competition to Bulova and Elgin.

Mr. KATz. The same competition, Senator Millikin, whether we
have watches coming in or whether we do not, correctI

Senator MILLuIN. That is exactly it. That is what I was saying.
Mr. KArz. When you do that, you will then charge the consumer b

10 to 40 percent more, and there will not be any agreement under the s
table or over the table. Each of us will automatically take advantage
of the market.

Senator MMLIKIN. Of course you will.
Mr. KATZ. Certainly you are not proposing that the consuming

public may pay more in order to protect a domestic industry.
th
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Senator MILLIKIN. I am proposing this. So far as the consumer
is concerned, no pay roll, no consumer.

Mr. KATZ. That is wonderful. I agree with that completely, and
the present imports are responsible for as much of a pay roll in this
country as the domestic watches, or more.

Senator MILLIKIHN. It depends on what happens to these domestic
producers.

Mr. KATZ. Nothing will happen to them.
Senator MILLIKN. They are making the case that they are going

to be put out of business. Nothing will happen, believe me, to Hamil-
ton or Elgin.

Mr. KATZ. Nothing will happen, believe me, to Hamilton or Elgin,
if they just stop worrying about imports and go to work. They are
men who are capable, they have fine plants, they are now producing
at a profit, they have produced at a profit for the last 50 years, with
the exceptions of ups and downs, the same as any other industry.
They will not go out of business.

Senator MmuLIKIN. How many people are employed in this country
in all phases of the watch-making business, movement phase, case, and
assembly phase, all phases?

Mr. KATZ. I would not know, unless I include the retail jewelers.
Senator MILIIKIN. I would not. I mean for my own standpoint I

would not include them. I am talking not about the repairer. I am
talking about the fellow that is making something or assembling
something.

Mr. KATZ. I would not know that. I believe it would be less than
25,000, and if we are talking about case manufacturers, bracelet manu-
facturers, people that advertise the products, et cetera, I have not got
that figure.

Senator MLLIKIN. The domestic business is supplying about 22
percent at the present time of the whole domestic market, is that
right?

Mr. KATZ. No; that is not right, because we are all confusing the
issue. We take 2,200,000 versus 10,000,000, and it is not so, because
3,000,000 of the watches that are imported into this country are not
jeweled watches, and have nothing to do with that.

Senator MILiKIN. Name the figure, whatever you want.
Mr. KATZ. I do not know. Let us assume that it is 35 or 40 percent.
Senator MmI KIN. Let us say that. That means then that 65

percent of the watch-making energy that goes into the consumptive
market of the country is in Switzerland.

Mr. KATZ. That is not so.
Senator MiLiSKIN. How much would you say?
Mr. KATZ. If there is 65 percent, then I would say that approxi-

mately one-third or one-fourth of the 65 percent is in Switzerland,
because 15 percent maximum of every dollar that is spent retail for a
Swiss watch remains in Switzerland; 85 percent remains in America.

Senator MILIKiN. But the people over in Switzerland that are
makin these parts that are assembled by Bulova, they are workers.

Mr. K ATZ. Yes, sir.
Senator MILLIKIN. How many of those are there ?
Mr. KATZ. The last record that I remember was twenty-nine or

thirty-nine thousand, Senator Millikin. I do not know.
86697-49-pt. 1-8
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Senator MmiKN. Thirty-nine thousand, and you attributed about
20,000 or something like that to our entire business here.

Mr. KATZ. That is correct, and I am also attributing to their entire
business there, cases and all.

Senator MILLIKIN. So that it is just a question of where you want
to support the pay roll.

Mr. KATZ. Just a moment. So we do not get ourselves confused, of
the twenty-nine or thirty-nine thousand, 24,000,000 movements are
made in Switzerland. We only take one-third. So let us take that
twenty-nine and thirty-nine thousand, and reduce it to one-third which
would give us ten to thirteen thousand.

Senator MILLIKIN. Make it any figure that you want to.
Mr. KATZ. No; I will make it any figure that is correct.
Senator MILLIKIN. Make it any figure that you think is correct.

I am just making the point that we are supplying over a third of our
market and the rest of the world is supplying two-thirds of our market.
That is an important pay-roll item. Would it not be a good thing
to have it over here, and under your figures you are about ready to
have it over here?

Mr. KATZ. No, Senator Millikin; I am not an accountant. Mr.
Carnow is, and he said figures an be juggled any way.

Senator MILIRIN. I would not assume that you are juggling the
figure.

Mr. KATZ. I do not know anything about figures.
Senator MILIKIN. I am assuming what you are saying is 100 per-

cent "Katz said there is only a few cents, if any difference in making
the movement here, in making one of equal quality in Switzerland and
bringing it into this country." Why not have the pay roll here?
You said that.

Mr. KATZ. How are you going to do it. That is my question.
Senator Millikin, we have had this market here, and we have had
these plants here, and for years they have been unable to satisfy the
American demand for watches.

Senator MMLnUN. I pointed out to the preceding witness when the
domestic industry finds itself running down from 50 percent to 22 per-
cent, there is not much encouragement for expansion.

Mr. KATZ. That is not so, because you are dealing with a fact that
has not been brought out here. The industry is not finding itself with
22 percent, but with 35 percent, and the reason for that is the inability
of the domestic industry to meet the demand.

Senator MILLIKIN. I am trying to make the point that there is no
encouragement to try to meet the demand, when you find your position
of 53 percent, or whatever it was, originally, reduced in the way that
you have described by importation.

Mr. KATZ. Senator Millikin, may I under danger of being a little
immodest tell you a story. I took over the Gruen Watch Co. when it
had only 1 percent possibly, or one-half of a percent or 5 percent. It
encouraged me to go out and do better, and get a bigger part of the
market. How are they being discouraged? Because the demand is
greater? Are they being discouraged because Bulova, Gruen, Lon-
gine, and Benrus are spending millions of dollars for advertising, to
create a market for watches for them? As well as for ourselves?
How are they being discouragedI
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Senator MILIKIN. They are being discouraged because they claim
by the importation of all of these movements the watches which are
thus imported are superseding the American market to such an extent
that capital or whatever is required to expand domestic industry is
not available.

Mr. KATZ. Senator Millikin, you look like a very practical man to
me. That is not the truth. They do not need any capital. Elgn and
Hamilton have all of the capital they need to expand their production.
I am wondering if their problem is not one of ability to create a watch
that the consumer will accept, and thereafter to properly merchan-
dise it.

Senator MmIrKIN. I do not say that that does not enter into it.
Mr. KATZ. What we are talking about-
Senator MILLIKIN. We are talking about the importation of

watches, whether your figure is two-thirds of the business into the
hands of a foreign pay roll, and under other figures four-fifths of it
in the hands of the foreign pay roll.

Mr. KATZ. If the Elgin National Watch Co., by their own statement,
could make these statements, believe me, they say in their survey that
the demand for Elgin far exceeds the demand for any other watch,
why do they not satisfy that demand. They have the space; they have
the largest watch factory in the world.

Senator MmLIKIN. You tell me why they do not.
Mr. KATZ. You really want me to tell you?
Senator MILUKIN. I do.
Mr. KATZ. Because I believe they lack the ability and the foresight

to do so.
Senator MILLIKIN. Yet they have a popular watch, which you just

said.
Mr. KATZ. That is correct.
Senator MILL1KIN. Which people want, and they have the largest,

what do you call it, the largest sales acceptance.
Mr. KATZ. No; they say that. I do not say that. They say that.
Senator MMLIKIN. What do you say?
Mr. KATZ. I say that the Elgin Watch Co., and I am going to get

the devil for this, the Elgin Watch Co., the Gruen Watch Co. the
Hamilton Watch Co., should never have permitted a new company
like the Bulova to take first place in the market. Bulova today sells
more watches than any other one company, and as nmanyas two, and I
will tell you the reason for it; because the Elgin, the Hamilton, and
the Gruen watch companies sat back and said that it cannot be done.
They sat back and insisted on making their old-style watches. They
.at back and insisted on selling the watches to the old-time jeweler
who was not a merchant. He was a watchmaker, and I believe that
Elgin, Hamilton, and Waltham owe a vote of thanks to the Swiss
importers for having created this tremendous market for them, which
they have been unable to take advantage of, and I further believe that
if someone takes hold of any domestic company and stops worrying
about imports and just goes to work to create the finest product that
they can, the most beautiful style, then merchandise it well, that they
will need fear no competition.

Senator MILLIKIN. The fact still remains that you have a lot of
pay roll over in Switzerland and not here.
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Mr. KATZ. I cannot argue with you when we get to a question of pay

rolls. I can discuss with you the watch industry and if I have not
made my point, I do not know how I can.

Senator MILIKIN. You have been very clear.
Mr. KATZ. I have? Thank you very much. Then may I go on?
Mr. Lyne says we manufacture some machinery in the watch busi-

ness, but in recent years the Swiss, we are informed, have become
specially adapted in the manufacture of machinery. Back 75 years
ago if one thought of manufacturing anything mechanical one im-
mediately thought of America as outstanding and American workmen
as outstanding.

Senator Millikin, I want to assure you that if I were the head of the
Waltham Co., I would not admit that anybody outmanufactured me.
The Waltham Co. has been outmaneuvered, outmanufactured, outsold,
and on the record, nothing will help them except management. I
made that statement before the Ways and Means Committee, and I
would like to repeat it; 6 million, 60 million, or 6 billion dollars won't
help them.

Here is a complaint against Switzerland again. Can you imagine
if that time was devoted to selling domestic watches what a wonderful
job they would do?

It says here, "The trust was reported." Mr. Lyne is again speaking.
Senator MILLIKIN. May I suggest to you that you are spending time

resisting them. Suppose you devoted this time to selling watches? *
Mr. KATZ. I will tell you, I will be able to better sell watches if I get

our position clear before the Senate.
Senator MILLIKIN. That is what they are interested in. That is

exactly their position.
Mr. Katz, you are both wasting time so far as selling watches are

concerned, because you are not going to get any relief.
Mr. KATZ. I do not want relief. The Swiss watch industry is not

asking for any relief. The Swiss watch industry goes out and makes
and sells watches the best way it knows how.

Senator MmLrKIjN. I mean, I am anticipating how the votes would
fall. I would like to see the domestic fellows get some relief. They
will not get it.

Mr. KATZ. I am very certain you do not want to see them get the
kind of relief that we are talking about. That kind of relief is not
healthy for this country, because then it penalizes the consumer.

Senator MILLIKIN. I said a while ago no pay roll, no consumer.
Mr. KATZ. There is no such a thing. You are talking about 13,000-

people against 140,000,000 people.
Senator MmrI.uN. Give them all the opportunity to live safe-

guarded. c
Mr. KATZ. You will do that better if you have a free enterprise,. a

Senator Millikin.
Senator MMLIKIN. I do not object to free enterprise. I am an,

exponent of it. k
Mr. KATZ. You are ? How can you be that, and also suggest quota,

and high tariffI
Senator MmLiKIN. You cannot have free enterprise if you are going W

to let your markets be engulfed by low-labor-standard countries.
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Mr. KATz. Switzerland is a higher labor-standard country than any
country in the world, in my belief, except America.

Senator MILrLKINx. That is right.
Mr. KATZ. Except America, and the difference between the two, Sen-

ator Millikin, is approximately 40 to 50 cents an hour in our industry,
and assuming that that is correct, and further assuming that it takes
4 to 5 hours to make a watch, and it does not take any longer, then
you have got a difference in cost of approximately $2 to $2.50, which
is more than made up by the present tariff.

Senator MIu.IxiN. You said here that we are now in a position
where there is really no competition.

Mr. KATZ. That is correct.
Senator MmLIKiN. And that is a springboard for the argument that

since we are able to move ahead on our own steam we can use less of this
competition.

Mr. KATZ. Yes; but we do not do that.
Senator MILIKIN. You are talking about the consumers, that we

should have the importations to benefit the consumer.
Mr. KATZ. Yes; that is correct.
Senator MILIKIIN. But you are getting our costs here down to where

we can do it at approximately the same cost as Switzerland so that
argument falls?

Mr. KATZ. No; it does not fall at all, because you say, do not permit
any of the other watches to come in; let the present domestic com-
panies that have shown inability to meet this market go ahead and
charge the consumer what they will.

Senator MIL iKIN. I would not carry the doctrine to that extreme.
I would let some of it come in, in part, to meet your point. They
should not get too fat, and smug, in this domestic market, but I would
not allow the thing to continue where three-fifths or two-thirds,
whichever set of figures you want to use, is in the hands of foreign
countries.

Mr. KATZ. Senator Millikin, I wonder if it would not be better, and
I am asking it as a question, to let each country produce what it can
best. No one competes with America in automobiles.

Senator MmiKIN. I emphatically have the most violent difference
ofopinion with that.

Mr. KATz. I certainly would not like to have that much of a differ-
ence with you.

Senator Mrr.T, iuN. If you were here all moriaing, I pointed out to
you that there is not a thing that we produce, not one thing that cannot
be produced elsewhere, and yet your theory would wipe out the sugar
business, would ripe out the oil business; your theory would wipe
out the minerals; your theory would wipe out the agriculture. You
are not talking to the right ran to make that kind of an argument.

Mr. KATZ. Idid not make that kind of a statement either. We are
talking about the watch industry. You see, Senator Millikin, your
knowledge is very broad, and mine is very limited. I would like to
stick to the watch business, please.

Senator MmwKIN. I thought you had gotten away from the
watches.

Mr. KATZ. I did not mean to.
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Senator MILLRKIN. And announcing the general principle that you
were doing that.

Mr. KATZ. We are talking about the watch business; I do not even
know that very well. So let me stick to that.

Senator MILLmIN. That suits me.
The CHAIRMAN. Go ahead.
Mr. KATZ. In view of the statement by Senator Millikin that both

Mr. Lyne and I are wasting time, I do not like to waste certainly
Senator Millikin's time on George Washington's Birthday. It really
isn't necessary to finish this, because it is a repetition of everything
that has gone on.

Senator MILLiuN. I did not say you were wasting my time. I sug-
gested that all of the parties to this group were wasting their time,
not through any feeling that I have on the subject, but you will
find that nothing is going to happen.

Mr. KATZ. I know I would like to meet you back there and ask
you a question.

Senator MILLIKIN. I am just looking in this clouded crystal ball
that I have, and I am suggesting that you ought to be out selling
watches, because nothing will happen. All of you should be.

Mr. KATZ. That is an excellent thought, and I wonder why we all
appeared here. How did this whole thing come up? May I tell you
how? Because one company in America got itself in trouble, because
of bad management, all of us came running down here, and most of
us were trying to see how we can revive this sick child that has been
sick for 25 years.

Senator MILLIKIN. The Federal Government fancies it has become
the Lord, and the Lord looks after even the single fallen sparrow.

Mr. KAz. Senator Millikin, I am very glad of that, because I may
be the single fallen sparrow some day. So I am very happy about that.

Senator MILLIKIN. You bring your tin cup down, and we will fill
it up.

Mr. KATZ. But I am not going to bring it down here to have my tin
cup filled as long as I am in the manufacturing business, because I
do not believe that Congress has a right, in my opinion, and I do not
understand politics, to bolster one company by any loan of $6,000,000
or any other amount, when that company has failed to show its ability
to stay in business.

Senator MILLIKIN. You ought to examine the RFC loan files.
Mr. KATz. Does that mean we should add to the list, if it is bad? I

am finished, Mr. Chairman, unless you have a question.
The CHAIMMAN. I have no questions.
Mr. KATZ.. Thank you.
Senator MnIKIN. You have been a very fine and interesting

witness.
Mr. KAZ. I would still like to meet you off the bench. I want to

ask you a question.
The CHAMMAN. The committee will recess until 2:30 o'clock.
(Thereupon at 1: 10 p. in., a recess was taken until 2: 30 p. m., the

same day.)
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AFTERNOON SESSION

(Whereupon, the committee reconvened at 2: 30 p. in., upon the
expiration of the noon recess.)

The CHAIRMAN. Our first witness this afternoon will be Mr. James
G. Shennan, preside:. :f the Elgin National Watch Co.

STATEMENT OF JAMES G. SHENNAN, PRESIDENT, ELGIN NATIONAL
WATCH CO., ON BEHALF OF AMERICAN MANUFACTURERS OF
JEWELED WATCHES, ELGIN, ILL.

Mr. SHENNAN. Mr. Chairman and gentlemen, my name is James G.
Shennan, and I am the president of Elgin National Watch Co. The
American manufacturers of jeweled watch movements are Elgin Na-
tional Watch Co. of Elgin, Ill., which also has a plant at Lincoln,
Nebr.; Hamilton Watch Co. of Lancaster. Pa.; and the Waltham
Watch Co. of Waltham, Mass. The Waltham company filed a petition
for reorganization under chapter 10 of the Bankruptcy Act last De-
cember 28, and has been shut down since the first of the year awaiting
action by the Reconstruction Finance Corporation on its application
for a loan. The Bulova Watch Co., although the largest importer of
Swiss watches, also has jeweled watch-movement manufacturing facil-
ities for a part of its product in this country. I understand that Mr.
Daniel J. Lyne, one of the trustees of the Waltham Watch Co., ap-
peared before your committee last Saturday and made a statement on
behalf of the trustees of that company. I am, therefore, appearing
primarily on behalf of the Elgin and Hamilton companies.

Let me make clear at the outset that we are talking only about the
industry which completely manufactures its own jeweled watch move-
ments in this country. We are not talking about nonjeweled watches;
that is to say, the inexpensive type most people think of as the old
Ingersoll dollar watch. The figures I wi l use exclude the imports
of this type-the watches containing only one jewel or no jewel at all.

May I make two more things clear:
(1) We are not here to oppose the extension of the Trade Agreements

Act. Neither are we opposing the general economic theory behind
the trade-agreements program as a whole. We would, however, like
to suggest that your committee give serious consideration to including
in the bill a provision extending the escape-clause mechanism to
existing agreements which do not contain escape clauses. Such clauses
have been employed since 1942, but there are a few old treaties, in-
cluding the one with Switzerland, which do not have them. Such
clauses are required now by Executive order, but this is not retro-
active. We feel that such a'clause would give us greater assurance of
favorable action to protect the industry by the administrative agencies
than we now have.

The inclusion in the bill of a provision extending the escape-clause
mechanism to trade agreements which do not now include them was
also suggested by Senator Saltonstall at these hearings. This sug-
gestion, likewise, would seem to be in accord with State Department
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policy as expressed by Mr. Thorp, who stated, when he appeared before
you last Thursday:

Every effort has been made to include as broad and comprehensive safeguards
as possible in the agreements, so that if events prove that mistakes were made,
there will be ample means of correcting them.

Apparently Mr. Thorp has overlooked the fact that there is no
such safeguard in the Swiss trade agreement. If this were done, it
would make possible the modification of the concessions granted with-
out the necessity of first terminating the treaty.

(2) We would also like to call your attention to the very critical
situation confronting the American jeweled watch industry and the
direct relationship that situation bears to the national defense. From
this point on I would like to address my remarks to these aspects of
the problem.

The industry has appeared before your committee on other occasions
in recent years. You have also heard other witnesses discuss the
industry at these hearings. You are. therefore, generally familiar with
the issues involved in the controversy. Certainly there is no justi-
fication for there being a controversy between any American industry
and its own Government, paricularly when the national defense is
so prominent a part of the problem.

In an effort to avoid repetition let me reduce what has been said
about the industry here, and elsewhere, to a brief statement of the basic
differences of opinion, as I see them.

These are two in number:
(1) Whether we have exaggerated our importance to the national

defense, and is the industry presently adequate for this purpose.
(2) Whether or not the industry has been hurt by the trade aree-

ment with Switzerland. This latter has various subconsiderations,
such as the wage differentials here and abroad, profits of the im-
porters of Swiss movements as against those of the American manu-
facturers, the reasons for the Waltham failure, et cetera.

(1) The national defense importance of the industry: Last Novem-
ber 30, when we were called to Washington for a conference with the
National Security Resources Board, we were told at that time, by that
Board, after they had made a thorough review of the Nation's indus-
trial war potential, that the American watch industry was one of the
four most important industrial problems they were facing. We were
also told that, in the event of another war, we would have to supply
all of the commercial grades of timepieces, as well as the military
timing devices which would be needed; that they could not count on
the import of civilian watches from Switzerland, as they did during
the last war.

Gentlemen, the American watch industry, including the facilities
at Bulova's American plant and the now-closed-down Waltham plant,
were not adequate to fulfill the military demand alone during the last
war, let alone the civilian demand, too, in the event of a future war.
Is anyone in a better position to know the adequacy of our facilities
than we, especially with the experiences of the last war so recently
behind us? We simply do not presently have the capacity necessary
for carrying out the National Security Resources Board's expectations.
The importers themselves have conceded that neither they nor any
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other domestic industry could make watch movements; with, of course,
the exception of the Bulova plant on Long Island.

Any letter that we have seen, or heard about, which has come out
of the military establishment since World War I, including the recent
one from Secretary of Defense Forrestal, to which Mr. Thorp re-
ferred, has acknowledged the essentiality of this industry. Secretary
Forrestal also states in this letter:

It is true, as General Lutes pointed out in his letter of February 1, 1949, to
Representative Thomas E. Martin, a copy of which I sent to you the other day,
that the maintenance of at least a minimum level of operation by the American
Jewel-watch industry is vital to the defense of the United States, and should be
preserved. (Congressional Record, Febrlary 8 1949, p. 1013.)

What I am saying to you is this: That including Bulova's American
plant, including a rehabilitated Waltham, even including the plant of
another importer who has announced an intention of going into move-
ment manufacturing here, we are not, nor will we be, at that "minimum
level of operation" the military men are talking about, based on the
plans of the National Security Resources Board.

There are some additional comments which I should like to add
briefly to the foregoing:

(a) Other than Switzerland, this American industry is the only
major source of supply in the world for jeweled watch movements and
other products, primarily timepieces of military significance, which
it alone can manufacture, such as ship's chronometers, navigation
watches, stop watches and other highly precise time-measuring devices.

(b) Watch movements, and other presently unknown and intricate
timing mechanisms, cannot be anticipated or stock piled except in the
form of highly.trained technical and engineering personnel in this
industry, requring in some instances as long as 3 to 5 years to create.

(c) Waltham is closed down. Its successful rehabilitation is, in
our opinion, at least partially dependent on the creation of "equality
at the border" of the United States between the cost of manufactur-
ing American movements and the cost of importing Swiss-made move-
ments.

(d) According to testimony before the Ways and Means Committee
last month by an officer of the Bulova Co., it took them 8 to 10 years
to get their Woodside, Long Island, plant into production (printed
record of the proceedings before the House Ways and Means Com-
mittee, p. 646) and 20 years to get it on a paying basis (ibid., p. 647).
That is entirely consistent with what we know about the difficulty of
watch movement manufacture.

(2) The second major difference of opinion is regarding the injury
to the domestic industry by the trade a agreement with Switzerland.

Mr. Thorp stated that of the three Arms which engage only in do-
mestic manufacture-Elgin, Hamilton, and Waltham--wo enjoyed
record sales in 1947 and 1948 with net income comparing favorably
with that of any previous year (p. 3 of the witness' mimeographed
statement). He is quoting dollar figures which reflect the inflation in
selling prices as well as a change to direct retailer distribution in the
case of Elgin.

In 1941 the combined unit production of Elgin, Hamilton, and
Waltham was 1,886,000. In 1947, the combined total was 1,582,000,
and in 1948, 1,990,000. This shows an increase of 1948 over 1941 of
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about 5 percent in a total market which has increased over 50 percent
during the same period.

In both 1946 and 1947 the net profit as a percentage of sales was
lower than 1940 and 1941 for both Hamilton and Elgin.

In order that the situation at Elgin and Hamilton may be clearly
understood, we have not included Waltham sales and deficits because
of the financial difficulties existing there. And may I add that we
did that because we, too, think you should not mix horses and rabbits.
In order to make sure that the picture is clear, we wanted to exclude
those figures.

The information for Elgin and Hamilton is as follows, 1948 figures
not yet being available:

Combined Combined Percent of
sales net profits of sales

1940 ---------------------------------------------------------- $20,148,461 $2,439, 573 12.11
1941 ------------------------------------------------- 26,115,805 2,50, 245 9.60
1946 ------------------------------------------------- 28, 669, 190 2, 061,008 7.18
1947 --------------------------------------------------------- 37. 753, 381 2,220.442 5.88

I might point out that the percentage of net profit to sales, which
Mr. Carnow said was the important figure, was 12.11 percent in 1940,
9.60 percent in 1941, 7.18 percent in 1946, and 5.88 percent in 1947,
even though the dollar sales increased substantially.

We feel that the contrast between the net return on sales of these
two American companies with those of the importers as disclosed in
previous testimony is quite revealing.

The failure of Waltham is blamed entirely on bad management
by Mr. Thorp and in the testimony of witnesses at the hearings before
the Ways and Means Committee. These witnesses were importers.
Mr. Thorp also stated that the company has had a history of financial
difficulties and reorganizations. We understand from one of the trus-
tees of the Waltham Co. that, until now, there have been no reorganiza-
tions since 1860. You have heard the statement of Mr. Lyne, one of
the trustees of the company. Obviously, no one reason is the whole
answer. But it is apparent to those of us who have actually faced t
the importer's competitive advantage, resulting from lower costs, c
that this factor is one of the important reasons for the present Wal-
tham situation.

There is a substantial difference in labor costs here and in Swit- V
zerland, about 2 to 1, resulting in a substantially greater cost of
movements to the American manufacturer than to the importer of k
Swiss movements. There has been some vagueness on the question a
of Swiss labor rates during previous testimony by the importers. a
This is somewhat surprising inasmuch as the Swiss watch industry
labor rates are a matter of public record.

Under the 1930 tariff, this industry held as high as 56 percent of the
American market. After the trade agreement with Switzerland, 1936, w
and by 1941, this industry's share in the market fell to slightly less th
than 40 percent, including Bulova's sales of domestically made move- ize
ments which did not begin, so far as we know, until 1935. The dif- ye
ference between our 40 percent figure and Mr. Lyne's 33 percent, results

a
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from our including Bulova. And, gentlemen, the American industry
could not sell its capacity during the years 1936 to 1941.

During the war years the market for watches expanded greatly in
this country. We were completely out of the market while we were
engaged in war work. The importers enjoyed a very lucrative busi-
ness, made substantial profits, and tremendously increased their net
worth. It is well known that they are using the additional revenue
available because of the low cost of imported movements to extensively
promote their brand names and build up their financial reserves.
Nowhere has this been denied.

I might say here, however, that this morning that statement was
denied.

These figures of the importer's earnings have been put into the
record by other witnesses, so I will not repeat them here.

Consider those factors for a moment. Already they have resulted in
holding the three exclusively American manufacturers to approxi-
mately their 1941 production; resulted in a substantial reduction in
their net return on sales; resulted in reducing their share in an ex-
panded domestic market; and resulted in permitting the importers to
capture the entire increase in the expanded demand. What conclu-
sion can you reach other than the fact that there has been a present
injury to the industry? Would you say that a boy whose growth had
been stunted by infantile paralysis, but who is still alive, had not been
hurt? That, in effect, has been the attitude of the trade agreements
organization toward our requests for relief. That is substantially
what Mr. Thorp has told you in his statement. But, gentlemen, that
boy will not mate a good soldier.

This is the reason why we appealed to the Ways and Means Com-
mittee of the House to appoint a special subcommittee to investigate
this situation. We are perfectly willing that our case be judged by
an impartial study of the facts. It is not simply a matter of whether
or not one, or two, or more business concerns in this country shall
remain commercially vigorous. It is that, plus the building of a
highly essential defense facility. This is the aspect of the problem
which we feel not only justifies, but necessitates, in view of the atti-
tude of the trade agreements organization, an investigation by a
congressional committee.

We have tried to state the situation objectively and conservatively.
Certainly, there are other considerations. But the condition at
Waltham, the expectations of the National Security Resources Board
of this industry, and the capabilities of this industry, as we in it
know them to be, create a situation which on surface appearances
alone should be investigated to determine the merits of the case as
a matter of consequence to the general welfare.

I would like also to make an observation on certain other testimony
that has been given to you during these hearings. This observation
is with respect to the testimony lor the establishment of a course in
watch engineering at one or more of our technical colleges. I hope
that some day the industry is large enough to warrant such a special-
ized course. Presently we could not absorb sufficient graduates per
year to justify it.

Our present policy is to take graduates in mechanical engineering
and train them in specialized watch engineering in our plants. In
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addition, the personnel and facilities of the Massachusetts Institute
of Technology, Armour Research Foundation, Mellon Institute, and
Battelle Memorial Institute are all used by one or the other of the
three companies, as well as the maintenance of large research and
engineering staffs within their own organizations. I think that recent
technical developments by the American industry, such as a revolu-
tionary new mainspring and hairspring, line assembly, and improved
lubrication, are ample evidence that the managements are alert, and
are developing the engineering and research phases of their opera-
tions to the extent that earnings will permit.

A great many governments are attempting to reduce imports by
quota or exchange restrictions. We are not asking this. Under the
conditions that exist today we do not think this is the answer to the
industry's problem.

The American jeweled watch industry is not seeking an advantage
in the American market. Gentlemen, we ask only for equality at the
border of the United States; we ask for realistic duties which will
equalize the cost of a movement to the importer with the cost of a
comparable movement made in America bj American labor. From
this point on, the material, labor, and other services required are,
and should be, on a competitive basis. Correct these tariff inequities
by giving us equality at the border. It will stimulate American move- t
ment production. It will attract others to the business. It may well
attract Swiss importers to set up factories here. This we would wel-
come. It would stimulate competition. And furthermore, it would
strengthen the defenses of this Nation by preserving and enhancing a
the skills necessary for the production of precision time mechanisms.

Mr. Chairman, I would like to make a few very brief comments on
some of the testimony this morning. If you would prefer, I could do
it now, and it might save some questions later.

The CHAIRMAN. Yes, sir. PC
Mr. SHENNAN. Insofar as the supplementary statement that the

American jeweled watch industry made in connection with the hear-
ings before the Ways and Means Committee is concerned, I have Co

checked it over and I can see nothing in there that is not a fact. There th
are, perhaps, certain misapprehensions of what we were trying to say,
and I hope I can clear them up as I go along. int

This morning Mr. Carnow discussed the question of expansion. I
think that it is fair to agree that in order for a company to be willing
to invest substantial funds in expansion there must be some incentive
and also some reasonable prospects of having good earnings on the
money so appropriated. rep

It is my own personal opinion, in the case of the importer who is o

manufacturing here, and the importer who has announced an intention A
of doing so, that it is possible for them to underwrite their expansion ia&
through these greater profits on their imports. That is not possible the
for us. I

I might also say that I think it is a fine thing that they are establish-
ing manufacturing facilities here. I think it is a good thing, because s

certainly it is simpler for us to compete with them if they manufacture
here, for one thing; and secondly, it is a good thing for the national Plan

defense. More power to them. that
in tF
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In connection with the argument on the adverse balance of trade in
Switzerland, I don't know whether that is important to the present
question, but I have been told on good authority that a large percentage
of the exports of the United States of America to Switzerland consists
of gifts and charity. I have no figures on that. Also, there is a cer-
tain amount of that which is reexported from Switzerland. And I
would like to suggest that if it is of any interest to the committee, the
Tariff Commission might be able to shed some light on that question.

Mr. Carnow talked about how long it takes to train employees in
this industry. I had a feeling that the basic point, in my opinion, was
being missed; that actually it isn't so much the people who work on the
watches that it takes a long time to train, but it is the technical per-
sonnel that have to back them up, the engineers, the toolmakers, the
technicians, the supervisors, perhaps the watch adjusters, the men who
do the very fine work on the timepieces.

Senator MILLIKIN. Mr. Chairman, may I ask a question?
The CHAIRMAN. Senator Millikin.
Senator MILiKIN. What is the term of apprenticeship in the watch-

making craft ?
Mr. SMHENNAN. In the mechanical trades, such as diemaker or tool-

maker, the term of apprenticeship is 4 years, at which time the appren-
tice is capable of doing what we would call middle-class work. The
training period for a watch adjuster, who is a man who actually works
on the watches to "fine them up," and get them to time, particularly
on the precise military instruments, would be, I think you could say,
anywhere from 1 to 5 years, depending upon the complexity of the
movement. A chronometer would take a very high degree of skill,
and an ordinary wristwatch something less.

There has been considerable discussion about the cost of manufactur-
ing movements, and it is the manufacturing of movements that is im-
portant, because that is the part of the industry that does the war work.
It seems to me that as far as we are concerned, we don't see much point
in fighting that out. If our request before the Ways and Means sub-
committee is granted, we would be glad to submit audited costs. And I
think Mr. Carnow is absolutely correct, you can't compare costs unless
you know what goes into them. We would be glad to show what goes
into our costs.

Senator LucAs. Did you get any favorable response from the Ways
and Means Committee as to your request for a special subcommittee
to go into this?

Mr. SH=NNAN. We have had no definite answer. There have been
reports both ways in the papers. But they have not told us that they
would not appoint such a subcommittee.

As to the list of products included in Mr. Carnow's statement, I
want to say that I certainly wouldn't deprecate the war work that any
industry in the United States did, and I certainly wouldn't depreciate
the war work of the importers.

I would like to point out, however, that of the time pieces in that list,
so far as I know they were all made by the Bulova Watch Co. plant
in Long Island. and we have always maintained that that is a valuable
plant to the national defense. I noticed ship's chronometers were on
that list, and I was quite surprised, because I didn't know that anyone
in the importing industry had made any ship's ehronometrs.

1

he

I
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In Mr. Katz' testimony, he made the statement that Elgin was mis-
stating their profits, inasmuch as the profits we showed were after the
expenditures for building a new plant and equipping it.

WTell, gentlemen, the capital expenses, over and above the deprecia-
tion allowances, permitted under Internal Revenue regulations, come
out of net profit, after taxes. They are not deducted before you show
your net profit after taxes.

The expansion he discussed from 1946 to 1947 in Elgin and Hamilton
sales was due to the fact that we were still in the process of reconver-
sion.

There was a lot of discussion about advertising expenditures this
morning. Mr. Katz indicated that he could hit closely at what Elgin's
advertising expenditures were. And he was pretty close. I don't mind
stating that we spent about a million and a quarter dollars last year ini
advertising. I think that anyone in the business can find that out quite
readily.

There was some discussion about the duty on 21-jewel movements
being too high. Our suggestion previously was that we think the
question of duties on each of the various grades and classifications by
quality, jeweling, etc., should be studied. Mr. Katz assumed that the
increase in tariff would eliminate imports. I am unable to follow the
reasoning on that. I think that there is a demand, and if their costs
would be comparable with ours, I don't see why they would be elim-
inated. Likewise, I don't think you could necessarily conclude that
prices would hit the sky.

Mr. Katz also said that 3,000,000 of the imports quoted do not
compete with the American jeweled watch industry, and I presume
he is referring to what is known as the zero to 7-jewel classification.
In the first place, we do not include imports in the zero to 1 classifica-
tion, because we feel they compete with the Ingersoll or Westclox type
of watch.

But we do include the imports in the two- to seven-jewel classifica- t
tion, which I think do compete with us because, for example, they
drove Elgin out of the seven-jewel business, which had once been a
very large part of our business. And we could not compete in that t
classification any longer. C

That, in general, is the statement I would like to make, gentlemen, r
and I would be very happy to answer any questions you might have.

Thank you. sl
The CHALMAN. Your company continued the making of watches

during the war period, along with other instruments that the armed be
services required? Is that right?

Mr. SHENNAN. Yes, sir. We made military timepieces, and we did
finish up and sell some watches which were in process at the time the p1
war work hit us.

The CHAIRMAN. Was your working force in the time-measuring-
device department reduced during the war?

Mr. SHENNAN. Very slightly. We made a smaller number of units,
because a lot of the military timepieces took a great many more man-
hours than an ordinary commercial watch; but, to the best of my sit
knowledge, the working force was very nearly the same. as

The CHAIRMAN. It remained during the war the same?
Mr. SHENNAN. Yes, sir.
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The CHAIRMAN. Senator Lucas, any questions?
Senator LUCAS. Well, I should like to ask the witness, Mr. Chair-

man, a question or two.
From this prepared manuscript that you have read to the committee,

Mr. Shennan, I understand that you have no objection to the exten-
sion of the Trade Agreements Act and that you are not opposing the
general economic theory behind the trade-agreement program as a
whole.

Mr. SHRENNANv. That is correct, Senator Lucas.
Senator LUCAS. You are merely complaining to this committee about

an injury which you feel has been done to your industry, because of
the trade agreement that now exists between this country and
Switzerland.

Mr. SHRENNAN. That is true, sir. I question whether we could set
any broad policy in our own company without occasionally having to-
make some exception to it.

Senator LUCAS. If I understood your direct statement correctly,-
you would be satisfied if we had in this agreement an escape clause
which has been employed by this Government since 1942, but which
was not included in the original treaty that was signed between this
country and Switzerland.

Mr. SHENNAN. Yes. We recommended that this committee give
that serious consideration, because we felt that, if that were included
in the Swiss agreement, it would be somewhat easier for the State-
Department to negotiate some beneficial change in regard to watches,.
without abrogating the entire treaty.

Senator LUCAS. Have you ever discussed that with the State De-
partment, as to what the State Department has done, if anything,
along that line in negotiating with Switzerland to obtain that sort of
relief?

Mr. SHENNAN. Mr. Mote, my counsel, says that we have suggested
that they terminate the agreement, so that an escape clause could be-
included; but no action was taken.

I beg your pardon, sir. He says we have asked them to terminate
the agreement and adjust the duties. I might plead a little ignorance:
on what has gone on in the past, Senator Lucas, because I am fairly
new at this end of our business.

Senator LUCAS. You have only been president of this company a
short while?

Mr. SHENNAN. Yes, sir; less than a year. And, although I have
been with the company a long time, I was not so concerned with this
aspect of our affairs.

Senator LUCAS. Is it not true that the Elgin Watch Co. filed a com-
plaint with the State Department back in 1946 ?

Mr. SHENNAN. 1944, Mr. Mote says.
Senator LUCA. What was the nature of that complaint, Mr. Mote,

if I may ask you that question ?
Mr. MarE (LeRoy A. Mote, assistant secretary, Elgin National

Watch Co.). In our formal complaint, we asked them to review the
situation with respect to the watch duties and to give us such relief
as an investigation of the case warranted.

We did not attempt to dictate the type of relief that we wanted,.
but we did ask that they review our situation under the trade agree-
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ment, because we saw the postwar period coming on, and there had
been these very heavy importations of Swiss watches during the
war. And it was our feeling, of course, that the watch market was
being currently satisfied so that there would be no backlog of demand
for our products, as there would be in the case of other industries,
such as the automobile industry, who had no foreign products coming
in to satisfy their market during the war.

Senator LUCAS. Did you get any real relief under that complaint
that you filed?

Mr. MoTE. No; we did not, Senator Lucas, get any effective relief.
Occasion was taken to call in the Swiss. And this was some 2 years
later, I might say. It took 2 years to get this far with the procedure.
The Swiss were called in, and were asked to impose an export quota on
the watches coming to this country; and on April 22, 1946, there was
an exchange of notes between the two Governments, in which, among
other things, the Swiss agreed to limit their direct exports to this
market to 7,700,000 units.

Now, that was based on the direct exports to this country in the
preceding year, which were an all-time high.

You understand that, in addition to that, there were imports of
watches coming into this country through third countries, which are
referred to as indirect imports.

Senator LuCAS. Let me ask you, right on that point: Do you have
any knowledge as to whether or not the Swiss had knowledge of
those indirect imports that were coming into this country?

Mr. MoTE. I personally do not have such knowledge. I have under-
stood, of course, that they knew it; but I can't say of my own
knowledge.

Senator LuCAS. How many watches came into this country, accord-
ing to statistical information, as indirect imports?

Mr. Momr. In the year 1946, there were 1,185,000 such watches indi-
rectly imported into this country.

Senator LuCAS. That was over and above the gentlemen's agreement
they had with respect to the limitation of exports to this country to
7,700,000?

Mr. MOE. That is correct; and there was, in the gentlemen's agree-
ment, as you characterize it, sir, an undertaking to limit as much as
they could the indirect imports, so that the 7,700,000 would not be
circumvented; so that as a quota it would mean something.

Senator LUCA. In other words, if I understand that correctly, we
imposed no import restrictions at that time, but they did not live up
even to their agreement on export.

Mr. Mom. On the basis of United States import statistics, that is
correct; no, sir, they did not.

Senator LucAS. Well, I should like to have Mr. Thorp or someone
from the State Department make an explanation of the reason why
the Swiss Government failed to continue to live up to that agreement,
and I should like to know if he can tell me why it was oh how it was
that these 1,185,000 watches were indirectly imported into this coun-
try. They were imported through other countries, but they were Swiss
watches which came in; which seems to me to be a very interesting
and a very unusual situation.
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Mr. MoTE. Actually, the imports in 1946, total imports, were
9,655,000, which I think was the peak of all times.

Senator LUcAs. There was one other question, Mr. Shennan, that I
wanted to ask you with respect to page 7 of your manuscript.

Your tabulation there of percent sales, showing a downward trend
from 1940 to 1947, is rather interesting, even though your combined
sales in 1947 was at an all-time high, apparently.

Mr. SHENNAN. Yes, sir.
Senator LUCAS. What does your percent of sales look like for 1948?
Mr. SHENNAN. Senator Lucas, those figures are not yet available;

but speaking for Elgin, there would be very little difference.
Senator LUCAS. Very little difference this year?
Mr. SHENNAN. Yes. The annual reports are not out yet; but I

wouldn't anticipate any material difference.
Senator LUCAS. Well, it would not take your company long, if they

continued to decrease, to get down to the spot where Waltham is;
would it ?

Mr. SHENNAN. Well, I wouldn't like to predict that. It is my job
to see that it doesn't.

Senator LUCAS. You have gone from 12.11 down to 5.88 in 4 years,
there, when you have been making watches, and I just wondered how
long that decline was going to continue.

Mr. SH-ENNAN. We think it is on the danger point. In order to be
healthy, to build up your financial strength, to have the money avail-
able for a vigorous merchandising campaign, which I think we know
how to carry on-we are a little short on money to do all we would
like-I think you would have to get a better percentage of return
on your sales than 5.88 percent.

Senator Luc.\s. Well, I should think so too. And just what this
committee can do about that remains to be seen, but I think you are
presenting a rather interesting problem to us, and the Senator from
Illinois is certainly interested in the watch industry throughout
America from the standpoint of national defense, if nothing else.
I am interested also, of course, in seeing all industries thrive and
prosper and make a decent profit. But it does seem to me that this
industry, as valuable as it is to the national defense of the country,
is one that the Congress of the United States cannot let down under
any circumstances. That is the way I personally feel about it.

You say, on page 8 of your manuscript, that you could not sell your
capacity during the years 1936 to 1941.

Mr. SHENNAN. Yes, sir.
Senator LUCAS. In other words, with all the advertising that you

could do, and all of the salesmanship that you had, you were not able
to sell to the American people the capacity of your plants at that
time.

Mr. SHENNAIN. That is absolutely true.
Senator LuCAs. How were your profits, along about that time?
Mr. SHENNAN. They were considerably better than they are now.

We show for 1940 about 12 percent. Think except for the year
1988, which was a bad year for almost everyone in the country, our
profits were somewhere in that neighborhood for that period. But
since that time, of course, there has been a tremendous increase in
labor costs and in the cost of other things we buy, and a much lesser
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increase in our selling price; which is "the squeeze," as it is known
in business. Everybody is getting it, and we seem to be getting it
a little more than others.

I would like to add this comment, Senator Lucas, if I may: As long
as I have been with this company, which is almost 17 years, I can t
remember a single day when we have not been constantly working
on reduction of our costs and increasing our efficiency. I can say
that without any reservation whatever. And, under our manage-
ment, I hope we can redouble our efforts to reduce our costs and in-
crease our efficiency.

Senator LuCAS. You are talking about a squeeze. You fellows got
squeezed out during the war; did you not?

Mr. SHENNAN. Yes; we were substantially off the market for
almost 5 years.

Senator LucAS. From the standpoint of producing watches?
Mr. SHENNAW. Yes, sir.
Senator LuCAs. And at that time the importers enjoyed this lucra-

tive business that you fellows had been enjoying all this time.
Do you believe that the failure of industry to make watches during

that time had a very detrimental effect on the future of your business?
Mr. SHENNAN. Well, we fiel that it did have a detrimental effect.

I don't know of anyone who can tell you what percentage. But I think
it is always serious for any nationally advertised brand to be off the
market for any reason whatever; and I would suspect-and this is
purely personal opinion-that one of the impelling reasons for an
importer to set up a plant in the United States would be to have some
-protection of his brand name, to have some production in case of
trouble in Europe. And if I were in their shoes, gentlemen, I certainly
would do it.

Senator LuCAs. But it is a fact that the importers made the money,
with these imported watches, while the watch industry of the country
during the wartime was making watches for war purposes, military
purposes.

Mr. SHENNAN. That is perfectly true. And, of course, with all
other domestic industries, our profits would be subject to Government di

control at that time.
Senator LucAs. And also taxes.
Mr. SHENNAN. And taxes. Well, that is another way of controlling gC

them. ci
Senator LuCAS. Your statement, there on page 10, interested me, ye

when you say:
This observation is with respect to the testimony for the establishment of a

course in watch engineering at one or more of our technical colleges. et

From that statement, I take it that there is no college in the country of
that has such a course at the present time. es

Mr. SHMNNAN. There is none whatever, anywhere in the country.
I might say that I have had considerable correspondence with that me
particular witness on this subject, and I attempted to point out the i

situation to him: Suppose we took one man a year, a highly trained to
man of this sort, out of such a course. Of course, each year you would
be adding another. And I think that in any business.there is a limit Me
to how much engineering you should have. I just felt that there is i(
not enough outlets for graduates for a university to set up such a
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course which is expensive, or for inducing a boy to take the course.
1 think the second best thing is to take a generally trained engineer
and then give him a very intensive program of training; which we do,
consisting of some 2 years of going all over the plant in all depart-
ments, and then going into a department. I feel that that is a very
good substitute, and a more typically American way of meeting the
problem than the Swiss system of specializing from the time you get
into high school.

Senator LucAs. Well, in view of the importance of the watch in-
dustry to national defense, it seems to me that your suggestion has
much merit in it.

That, I think, is all, Mr. Chairman.
The CHAIRMAN. Any questions?
Senator Millikin ?
Senator MILLIKIN. To illustrate how carefully the Swiss Govern-

ment protects its watch industry, I am reading from a report signed
by George R. Ganty, first secretary of legation, and Jean D. Brennan,
economic assistant, of our legation at Bern. The report is dated
January 5, 1949. I will offer the whole thing for the record, but I will
read the summary of those two gentlemen. It says:

The protective decree currently in force-

that is, the protective decree of the Swiss Government-
covers four main points, i. e.:

1. The limitation of immoderate expansion of the watchmaking industry
through a permit system.

2. The regulation of work performed outside of factories.
3. The control of exports of watches and watch parts.
4. The establishment of minimum prices in the industry.

Then the comment goes on:
It is apparent from the communique of the Department of Public Economy

that the Federal Government does not propose to abandon Its special protection
of the watchmaking industry, the traditional mainstay of Swiss foreign trade.
Such protection has been in effect for 15 years, the basic legislation in this re-
spect dating back to the Federal decree of October 14, 1933, regarding economic
defense against foreign countries.

Although a high level of production and employment has been attained in the
Swiss watchmaking industry, increasing payment difficulties and the prohibi-
tion on the part of more and more foreign outlets against the import of luxury
goods for want of foreign exchange have led watchmaking and also Government
circles to believe that this is no time to withdraw legislative props from under
the industry. On the contrary, as stated in the reference communique, the 3
years during which the present decree is to continue will be used to review the
situation and to draft permanent legislation with the aid of representatives of
the Industry. Such legislation would, presumably, be based on the so-called
economic articles of the Federal Constitution, In particular article XXXI, which
stipulates that the Federal Government may intervene if an "important branch"
of the national economy is "menaced," provided no "attack on the general Inter-
est" of the country is involved.

It simply poses our own problem in reverse. The Swiss Govern-
ment, in its own way, is taking steps to protect its domestic watch
interests, whereas the question here is: Are we doing the same thing
to protect our domestic watch interests?

Mr. SMNNAN. I think you will find, sir, that the Swiss Govern-
ment is also making very strenuous efforts to reestablish their watch
industry.
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Senator MULLIKIN. Yes. And I may say that the spirit of that
decree runs counter to the present conception of the State Department
on internal control of exports.

This morning there was testimony that the Gruen Co. has completely
set up a watchmaking factory, in about 1 year's time. How would
you relate that to your testimony that it took the Bulova people 8 to
10 years to get their Woodside. Long Island, plant into production,
and 20 years to get it on a paying basis?

Mr. SENNAN.. Well, the statements in regard to the Bulova plant
were made by an officer of the Bulova Co. I think perhaps the urgency
might have something to do with it. And likewise, what do you
mean by "getting into production"? In other words, how many
watches are you making, as contrasted to the day that the first watch
will come off your assembly system'?

I have no knowledge whatever of Mr. Katz' plant in Long Island.
I. in my supplementary brief, simply said what I though I had heard
him say. However, Ido have a little experience in making watches,
and I know that it is very difficult to get into profitable production.
You can get out a watch, or some watches, but to get them rolling,
and get them so they are right, at a cost, is a long job. I think that
experience will probably show that.

Senator MmLIKiN. Building a factory does not make a successful
business, does it?

Mr. SHENNAN. That is right. The factory is the walls, and you
have to put machinery into it, but machinery and walls never made
any watches. Only people make watches, and they have to be trained.

Likewise, I think there is some advantage if you can get your designs,
and likewise machine drawings and tool drawings all ready at hand,
which I presume that the Gruen Swiss plant certainly would have.
We have to do all of that ourselves. And I suppose they do that
over there.

I really don't know anything about his operations. so I am not in
a position to answer any questions. I don't even know where it is.

Senator Mt.t.ut1 -. During the testimony, is it planned to convert
the specific duty into its ad valorem equivalent ? Does anybody intend n
to do that?

Mr. SHF-ENNAN. I think that would be one of the approaches. One P
of the difficulties we have had is that the specific duty has certainly
decreased percentagewise due to inflation, devaluation, and other
factors. f

Senator MILLiKI-N. Then I would suggest that I will ask, with the
chairman's permission, to put in a sheet which I have from the United.
States Tariff Commission, which shows that when you reduce your
specific duty to ad valorem equivalent, there has been a constant il
decrease in the tariff from 1937 to practically the present time.

In other words, for watches and watch movements without jewels,
or having only one jewel, a tariff in 1937 of 70.6 percent in terms of be

or Fe
ad valorem equivalent is now 58.4 percent. For those having more a
than one, but not more than seven jewels. a tariff in 1937 of 68.2 per- wa
cent in terms of ad valorem equivalent is now 32.9 percent; for those
having more than 7 but not more than 15 jewels, a tariff in 1937 of e!J

59 percent in terms of ad valorem equivalent is now 35.3 percent. nx-
For those having more than 15 but not more than 17 jewels, a tariff wh
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Source: U. S. Tariff Commission.

Senator MiLuux.. I would also like to put into the record the
document from the American Legation at Bern, from which I pre-
viously read.

The CHAIRMAN. Very well.
(The document referred to is as follows:)

[Unclassified]

THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA

AMERICAN LEGATION, BERN, January 5, 1949.
Reference: Voluntary.
Enclosures: None.
Via: Air-mail pouch.
Subject: Continued protection of Swiss watchmaking industry decreed.
Prepared by Jean D. Brennan, economic assistant.

Reference is made to the Legation's Report No. 101, dated December 3, 1948,
entitled "Legal Protection of Swiss Watchmaking Industry," in which were trans-
mitted as enclosure No. 1 the remarks of Mr. P. Renngli, director of the Societe
Generale de l'Horlogerie Suisse S. A., on the necessity of continuing such

e protection.
On December 23, 1948, the Swiss Department of Public Economy issued a com-

munique extending until the end of 1951 two decrees of December 21, 1945, pro-
tecting the watchmaking industry and regulating work performed outside of
factories. The communique reads, in free translation, as follows:

"Following proposals submitted to it by the watchmaking cantons and the con-

d. cerned employers' and employees' associations, the Federal Council has extended
its decree of December 21, 1945, protecting the Swiss watchmaking industry, as

ur well as its decree of the same date regulating work performed outside of factories
nt in that industry.

"These two decrees are found on the Federal decree of October 14, 1933, regard-
ing measures of economic defense against foreign countries. This decree cannot
be renewed after December 31, 1951. The interim period will be used by the

of Federal Government to draft new legislation, in collaboration with the interested
3re associations, founded on the economic articles of the constitution, to protect the
Ar- watchmaking industry.

"The decree of December 21, 1945, subjects to a permit the establishment of new
watchmaking enterprises, the enlargement or changing the locations of existing

of enterprises, and the export of watches and parts thereof. It permits, as well, the
bnt fixing of minimum prices in the watch Industry, 95 percent of the products of
riff which are exported. In the renewal of this decree certain alleviations have been
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in 1937 of 71.5 percent is now in terms of ad valorem equivalent 35.6
percent. Almost, in terms of ad valorem equivalent, your tariff has
been decreased practically half in that period of time.

May I put this in the record, Senator, please?
The CHAIRMAN. Yes.
(The material referred to is as follows:)

Watches and watch movement

[Ad valorem equivalent]

1937 1946 1947 1948

Without jewels, or having only 1 jewel -------------------------------- 70.6 56. 8 61.3 58.4
Having more than 1, but not more than 7 jewels ----------------------- 68. 2 36.4 32.4 32.9
Having more than 7, but not more than 15 jewels -------------------- 59.0 33.7 35.9 35.3
Having more than 15, but not more than 17 jewels --------------------- 71.5 35.2 35.6 35.6
Having more than 17 jewels ------------------------------------------- 23.3 18.5 14.8 26.0

Total ----------------------------------------------------------- 68.4 35.5 35.4 35.7
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made in these requirements. Thus from January 1, 1949, a permit will no longer
be required to enlarge existing premises. Firms which have complied with the
necessary requirements in order to be registered as watchmaking enterprises will
no longer be obliged to maintain documentation concerning their business beyond
the period prescribed by the Federal Code of Obligation. In addition, certain
operations have been added to the list of work that may be performed at home in
order to take account of the situation on the labor market.

"Lastly, a new provision will permit customs authorities to intervene in the
suppression of fraudulent exportations."

The protective decree currently in force covers four main points, i. e.,
1. The limitations of immoderate expansion of the watchmaking industry

through a permit system.
2. The regulation of work performed outside of factories..
3. The control of exports of watches and watch parts.
4. The establishment of minimum prices in the industry.
It is apparent from the communique of the department of public economy

that the Federal Government does not propose to abandon its special protection
of the watchmaking industry, the traditional mainstay of Swiss foreign trade.
Such protection has been in effect for 15 years, the basic legislation in this re-
spect dating back to the federal decree of October 14, 1933, regarding economic
defense against foreign countries.

Although a high level of production and employment has been attained in the
Swiss watchmaking industry, increasing payments difficulties and the prohibi-
tion on the part of more and more foreign outlets against the import of luxury
goods for want of foreign exchange, have led watchmaking and also Govern-
ment circles to believe that this is no time to withdraw legislative props from
under the industry. On the contrary, as stated in the reference communique
the 3 years during which the present decree is to continue will be used to review
the situation and to draft permanent legislation with the aid of representatives
of the industry. Such legislation would, presumably, be based on the so-called
economic articles of the federal constitution, in particular article 31, which
stipulates that the Federal Government may intervene if an "important branch"
of the national economy is "menaced," provided no "attack on the general in-
terest" of the country is involved.

JEAN D. BRENNAN, Economic Assistant.
Approved:

GEoRoE R. GANTY,
First Secretary of Legation.

Senator MIaXmr. With reference to that 7,700,000 gentlemen's
agreement, you say that it was exceeded by indirect imports?

Mr. SHENNAN. Well, judging from the total imports recorded in
this country by the Tariff Commission, they exceeded the quota by a
ver large quantity.

senator MuzIuII-. What are the mechanics of this indirect process?
Mr. SHE.NAN. That would be to export to some other country

than the United States, and then bring them into the United States
from the other country.

Senator MnUI.IN,. That would also indicate that there was enough
leeway in there to make a middle profit.

Mr. SHENWNAN. I think they could probably go to a free port and c
then have them reexported to this country.

Senator Mn.MKN. But in any event, so far as watches reaching this a
country are concerned, direct and indirect, the gentlemen's agreement
was substantially exceeded.

Mr. SHENNAN. The agreement was to limit the direct exports to
7,700,000, but the direct imports were 8,425,000, which is 725,000 above
the agreement, and in addition, there were 1,185,000 imported indi- A
rectly during that time.

Senator Mu.uuno. From Switzerland?
Mr. SHP.NAN. Well, they were watches of Swiss origin. h
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Senator MnJ.rxTN. I see.
Was there not a deal at one time for a 3,000,000-movement agree-

ment.
Mr. SHENNAN. At the time this agreement was being negotiated,

there was a request for a limitation of imports to 3,000,000 watches.
That is correct.

Senator MILLKIN. And did that not progress rather favorably for
a time?

Mr. SHENNAN. We were told that there was a favorable attitude
toward it, but it finally turned out to be 7,700,000.

Senator MmL.ixni. Do you know whether the 3,000,000 deal was
killed at this end of the line ?

Mr. SHEN AN. I don't really know where it was killed, sir.
Senator Muxnnr. My information is that it proceeded to a prac-

tical point of agreement and was stopped through influences in the
executive department of the Government, here.

Mr. SHENNAN. Well, I have head that, but I don't know that.
Senator MI LIKIN. Is there any documentation of that any place?
Mr. SHENNAN. Mr. Mote?
Mr. MoTE. I don't think there is any.
Senator MLiKN. Now, Mr. Katz this morning said that prac-

tically speaking you can manufacture a watch here, with a few cents
difference, as cheaply as you can in Switzerland. Do you agree with
that?

Mr. SHENNAN. No, sir; I do not agree with that.
Senator MILixn. What do you say is the differential?
Mr. SHEMNNAN. I say that the differential for a watch of comparable

quality would vary from 2 to perhaps 4 or 5 dollars, depending upon
the characteristics of the watch. That is a very broad figure. My feel-
ing is that in order to determine it exactly you would have to have
actual costs, and know what they included. But I think it is probably
from 2 to 5 dollars.

Senator M agrni. There has been considerable testimony here to
the effect that part of your difficulties are due to the fact that you
have not kept in step on styling and making modern watches having
sales appeal. What is your response to that?

Mr. SHENNAx. Naturally, I wouldn't agree with that statement. I
think that the American industry has been progressive both techni-
cally and otherwise. I think that the mere fact that a certain com-
pany can spend a great deal more money per unit, let's say, on adver-
tising than we can, doesn't necessarily mean that we don't appreciate
the advantage of doing that. I rather resent the statement that be-
cause we don't do that we are backward. We can't do it. We don't
have the money. I don't know whether they should spend as much
as they do. Personally, I would rather try to be an expert only on
my own company and notion somebody else's company.

Senator M mL Kfl. There was a statement by a witness to the effect
that you fellows should get down on your knees and thank God for
the Swiss importations, because they had popularized the watch in the
American market. And I think there was specific reference to the wrist
watch.

Mr. SHUENAN. Well, sir, that was quite a while before I was in the
business, and I do know that the wrist watch was first introduced in
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any quantity during World War I, and there was some drop-off in
popularity after the war, and then it picked up again. And as to the
exact point of whether the American watch companies picked up their
production of that watch as fast as the importers did, I don't know.
But they certainly were not far behind.

Senator M[IHKIN. Do you make a wrist watch?
Mr. SHFNNAN. Oh, yes. Whoever said that was referring to prob-

ably the period between 1920 and 1924, which is some 24 to 28 years
ago.

Senator Luc. s. The dollar Ingersoll watch was very popular in
World War I.

Mr. SHENNAN. Yes, sir, and where are the Incrersoll watches now?
I think they have been forced out of the market; tNe price is $2.50 now,
instead of a dollar.

Senator MILLIKIN. What has happened to the Ingersoll? What is
the next equivalent watch to the old Ingersoll?

Mr. SHEiNNAN. There are some equivalent watches on the market at
something like a 2y2- to 3-dollar price. The people at Ingersoll have
said that they expected to import watches, that they can't make them
in competition.

Senator LtuC.As. Does it take a fellow 3, 4, or 5 years to know how to
make an Ingersoll?

Mr. SHENNN.. Yes, sir. There is considerable skill involved in mak-
ing those watches.

Senator LUcAs. I do not see how they could sell them for a dollar.
Mr. SHIENNAN. It takes a lot of good engineering and technical skill

to make those watches. I don't think it takes quite as high a skill in
assembling the watch, but the skill is in the tooling and the design.
And those plants are very, very highly mechanized and well organized.

Senator MILKIN. Do you confirm that there are certain types of
Swiss machinery that would be good for our domestic producing
industry if we could get them, and that Switzerland embargoes them.

Mr. SIENNAN. Well, I agree that to all practical purposes they em-
bargo them, because the agreement under which they are willing to
lease them is just something that the average American businessman
can't see his way clear to sign; although Waltham did sign such an
agreement.

Now, since we knew we were not going to be able to get them, we have
designed and built, and had built for us here, the machinery that we
need. If we had been able to get them from Switzerland. we could
have saved time, principally. After all, we pretty well wore out some
of our machines during the war, and could not stop and build new ma- c
chines to keep up the normal depreciation replacement. So it would
have been very advantageous for us to be able to go over there where
the machines were available and buy them and get going faster.

We could not do that, so we had to take the time to start out from
scratch and get them built.

I don't think that there is a machine that they can build that we p
can't build. But there are a great many more people in Switzerland ar
who devote their entire time and thought and energy to developing co
special machinery for these purposes; whereas in this country there are
only the American companies that are interested and can afford to yo
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devote it. So they have a great many more people working on it, and
the Swiss are good engineers, and very clever machine builders, and
they have built fine machinery.

I don't think it is any better than the American machinery. It
usually costs less. You can usually get it in stock, whereas we have to
build it. However, we have built our own machines. We felt in all
fairness to the effort of this industry in the war for the United Nations
we ought to get some help from Switzerland when we needed it, and
they apparently didn't agree.

The CHAIRMAN. Any questions, Senator Byrd?
Senator BYRD. How many watches does Switzerland make a year?
Mr. SHENN.AN. In the categories that we are discussing, I am going

to have to guess, but it must be between 20 and 30 million.
Senator BYRD. How many does this country make ?
Mr. SHENNAN. We made a little over 2,000,000, from 2 to 2Y2 mil-

lion, in the same general classification, quality watches.
The CHAIRMAN. Thank you, Mr. Shennan.
Mr. SHENNAN. Thank you very much for your courtesy and at-

tention.
The CHAMMAN. Mr. Stanley Ruttenberg, I understand, is delayed.
Mrs. Margaret F. Stone?
Mrs. Stone, will you come forward, please?
You may be seated and give your name and the organization which

you represent to the reporter.

STATEMENT OF MARGARET F. STONE, CHAIRMAN OF LEGISLATION,
NATIONAL WOMEN'S TRADE UNION LEAGUE, WASHINGTON,
D.C.

Mrs. STONE. My name is Mrs. Margaret F. Stone, and I am the
chairman of legislation of the National Women's Trade Union League.

Mr. Chairman and members of the committee, the National Women's
Trade Union League urges adoption of H. R. 1211, which would repeal
the Trade Agreements Extension Act of 1948, and extend the original
Reciprocal Trade Agreements Act for a period of 3 years from last
June 12.

The trade-agreements program provides the basic machinery for
achieving increased world trade, and we base our support of the pro-
gram on two broad reasons:

(1) We believe that a free flow of international trade--both exports
and imports--makes for a higher standard of living in our own
country; and

(2) We believe that economic recovery and peace itself are closely
connected with increased world trade.

Our organization has actively supported the trade-agreements pro-
gram since January 1938, and our members, therefore, have had a
chance to watch its administration over a period of 11 years. A large
part of our membership is composed of women working in industry,
and in the early years of the program some members were greatly
concerned over individual items in the agreements.

Senator MIia .KIN. May I ask: How many members have you in
0 your organization?
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Mrs. STO . It is hard to say, because it is a federation of trade
unions with women members, and the membership of the trade unions
perhaps overlap some. We have about a million members.

Senator MIuuiuN. Thank you very much.
Mrs. STONE. In our local league there are about 25,000 members.

We have local leagues, as well as our federated union, and then we
have individual members who are in sympathy with our objectives to
better working conditions for women.

In the early years of the program, as I say, some members were
greatly concerned over individual items in the agreements. For ex-
ample, we have quite a few boot and shoe makers and also glove work-
ers, and these women were afraid that cheap shoes and gloves from
abroad would flood American markets, and they would lose their jobs.
Our national office delved into the available facts and figures at that
time, and were able to show our members that in spite of a few indi-
vidual hardship cases-which there were--the over-all picture on em-
ployment showed a substantial rise in the industries involved in pro-
ducing items covered in the various trade agreements. Many figures
to substantiate this fact were given by the then Commissioner of Labor
Statistics, Dr. Isador Lubin, in his testimony before the House Ways
and Means Committee at the 1940 hearings on extension of the act.

At the same hearing. I, myself, in testifying for the National
Women's Trade Union League, gave figures to show that wages in
the export industries are, in general, much higher than in the so-called
protected industries.

In other words, the old saying that higher tariffs mean higher
wages, doesn't hold true.

The tables of current labor statistics published in the Monthly
Labor Review continue to corroborate this point from month to
month. In looking at the figures for September 1948, I found that
the estimated average hourly wage in all manufacturing industries-
and that is both export and protected industries-was $1.362, and was
higher than the hourly wage in most of the protected industries listed.
It is the efficiency of an industry, in large measure, that determines
wages, and that makes it possible for an industry to compete success-
fully with low-wage rates in foreign countries.

Besides these factors of employment and wages, with which our
members are especially concerned, all women are affected by tariffs
as consumers. The league believes that the interest of consumers,
for the first time in the history of tariff making, is protected by the
procedure set up under the original Trade Agreements Act. This
procedure, which calls for participation by the Departments of State,
Commerce, Agriculture, Labor, Treasury, National Defense, and the
Tariff Commission at all stages in the preparation of a. trade agree-
ment, is sound and has proved to be a thoroughly democratic way of
protecting the many conflicting interests of the American public.

On the international side, the trade-agreements program is an
important link in the whole economic recovery program. "The United
States, as you gentlemen know, requires that the European countries
participating in the economic cooperation program lower trade bar-
riers among themselves; we, obviously, should require of others only
what we are willing to do ourselves, and should lead the way in this
respect.
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To sum up: The members of our organization are for the trade-agree-
ments program in its original form-as workers, as consumers, and,
finally, as humanitarians who want to see every pillar in the founda-
tion of world peace made as strong as possible; and we know that an
expanding world economy, made possible by the establishment of
conditions essential to the rehabilitation of trade and production
throughout the world, is one of the great pillars of peace. In the
final analysis. we are for it as citizens interested in the future welfare,
safety, and riappiness of the American people. We, therefore, urge
favorable action on H. R. 1211.

The CHAMMAN. Thank you very much for your statement.
Are there any questions?
Mrs. STONE. Mr. Chairman, may I also file a statement in behalf of

the National Council of Jewish Women? Their headquarters are in
New York, and they asked me if I would file a statement for them when
I appeared before this committee.

May that be included in the record.
The CHAMMAN. It will go into the record.
(The statement referred to is as follows:)

STATEMENT OF THE NATIONAL COUNCIL OF JEWISH WOMEN IN SUPPORT OF H. R.
1211, THE TRADE AGREEMENTS EXTENSION ACT OF 1949 FOR PRESENTATION TO THE
SENATE FINANCE COMMITTEE, FEBRUARY 22, 1949

The National Council of Jewish Women supported the Trade Agreements Act
when It was originally presented to Congress by former Secretary of State Cordell
Hull and when it was passed by Congress in extended form in 1945. The need
for this program continues as great as ever and it must not be watered down by
limitations of 1 year on its duration or by restrictions on the President's power to
lower tariffs such as were adopted by the Eightieth Congress.

The benefits to this country of the reciprocal trade program are proven by the
large increase in trade with treaty countries. From 1934 to 1939, United States
trade with countries which had signed tariff agreements rose 63 percent, as against
a 32 percent rise with nontreaty countries.

The Trade Agreements Act is a close ally of the International Trade Organiza-
tion. From the start, the United States has been a prime mover in the develop-
ment of the International Trade Organization. The United States has supported
the International Trade Organization in the belief that the freeing of world trade
through the reduction of barriers which are unnecessarily high and which dis-
criminate among countries, will aid greatly in producing a stable world economy.
Under the reciprocal trade program, the United States has concluded a large num-
ber of agreements to reduce tariffs, eliminate preferences, and in many other
ways help the free flow of international trade. The United States cannot on the
one hand support the International Trade Organization and on the other restrict
the reciprocal trade program which should be a mainstay of the International
Trade Organization program.

The countries of the world have made great strides in reconstructing their
ruined economies. But the arduous work of reconstruction must continue for
many years before the world's economy will be healthy. The European recovery
program is helping greatly in this process. The improvement and expansion
of world trade is a necessary concomitant of the European recovery program and
is essential to recovery. The United States, through the Trade Agreements Act,
can give tremendous impetus to the betterment of world trade while at the same

time improving its own economy.
The National Council of Jewish Women urges the immediate adoption by the

Senate of a bill extending the Trade Agreements Act to June 1951 and removing

the restrictive provisions passed in 1948. The National Council of Jewish Women
supports the extension of the Trade Agreements Act under its resolution on for-

y eign trade :
"Whereas the United States requires an expanding world trade for the full

utilization of Its productive resources, which is necessary for both domestic and
world economic progress; and
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"Whereas the United States is in a position to give leadership toward the
achievement of that objective: Therefore be it

"Resolved, That the National Council of Jewish Women support the progressive
reduction of tariffs by the United States on a reciprocal basis; and be it further

"Revolved, That the National Council of Jewish Women urge the United States
Government to undertake international agreements designed to lower or remove
trade barriers."

Senator MIUlKIN. Mr. Chairman, I would like to ask the lady
one question.

I think the essential difference between the bill which has been
proposed, and the act as it now exists has to do with the establishment
of a peril point by the Tariff Commission, which the President may
or may not follow. What is the objection of your organization to
that ?

Mrs. STONE. It seems to us, sir, that to guess at a peril point is about
all that the Commission could do. They could take various things
into consideration, but it would be a prognostication. And in the
present procedure, we have the safeguard of the escape clause, which
we think is the reasonable way to protect it, after there have been
actual signs of injury to an industry. I think after last November
we sort of lost faith in prognostications.

We feel that the rates undep the present law are very carefully gone
into. I myself have attended some of the hearings on specific trade
agreements, and have seen how the witnesses were heard. We feel
that our interests, the interests of the public, are protected by the
various groups that are in on the negotiations all through the making
of an agreement.

Senator MILLIKIN. I am sure you will agree with me that if we do
not have prosperous local industry we cannot have consumers who
will consume.

Mrs. STONE. I agree with you, sir. But I also believe that the over-
all picture has been in favor of the American consumer; that the
American consumer has benefited in general. I think we sometimes
lose sight of the fact too that although we do not want to see any
individual industry suffer, and I thoroughly approve of the escape
clause in the agreements, sometimes it is made to appear that the
so-called protected industries are a much larger part of the whole
manufacturing industries than they really are.

Senator MILLIKIN. I think the statistics show that our exports
amount to about 10 percent of our entire economy.

Mrs. STONE. Yes; I have seen such estimates.
Senator MILLIKIN. Ten or twelve percent. So of course, the local

market and the local production for that market is by all odds the
larger part of the business. I was just simply wondering what the
attitude of the ladies is as to how we can serve the consuming interests
if we do not serve the producing interests, and see that they are
safeguarded.

Mrs. STONE. It seems to me that before the trade agreements pro-
gram, the producers were the only ones considered. It was what they
wanted in the way of tariffs. And we feel that in enlarging world
trade and expanding world trade, there is bound to be more employ- U
ment, more money at home to spend, and a higher standard of living ir
here. And may I say too, as to the various witnesses who have
talked about competing with low wage scales in other countries, that
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I wonder how the other countries can raise their wage scales unless
they have the money to do it. And of course, that includes raising
the standard of living. If they can't sell their own products, they
won't have the money to do it.

Senator MLIKIN. Of course, that poses the question: Shall they
raise their wage scales at the expense of lowering ours ?

Mrs. STONE. I don't think it would work that way, sir.
Senator MILLIKIN. Then you favor protecting our own wage scales.
Mrs. STONE. I think our wage scales are protected by the efficiency

of our industries. The efficient industries are able to pay good wages
because they are efficient, and I think they will always be able to pay
good wages as long as they are efficient.

Senator IILLIKIN. We have had a lot of testimony that in these
fields where a considerable part of the product represents labor, it
would produce great desolation in this country if you do not protect
against those abnormally low wage scales of other countries because
we no longer have a monopoly on the technological processes. We
have had testimony here that in several countries the machinery which
they are using-machinery which these witnesses testify they have
been unable to get-is better than our own. We have also had testi-
mony that much of the machinery in these countries has been obtained
from this country.

Mrs. STONE. But the fact is, sir, is it not, that we still compete
successfully with those countries?

Senator MInLIKINI. Well, at the present time there really is no
competition. I mean, broadly speaking, the world is in such a shape
that you really have no test of international competition. The virtues
of this system, I suggest, which you have proclaimed, have not been
demonstrated yet because, while we have lowered our tariffs down to
almost free trade, every other country in the world protected itself
with quotas and import licenses and exchange controls, and so forth
and so on, so that there is no real reciprocity in it.

Mrs. STONE. Well, if we can get t international trade charter to
working, I think that will do it.

Senator MILLIKIN. Oh, that will finish us off, I suggest.
The CHAIRMAN. Thank you very much for your appearance.
Mrs. STONE. Thank you, gentlemen.
The CHAIRMAN. Mrs. Leslie Wright?
Mrs. Wright, you may be seated, if you prefer, and will you state

for the benefit of the record the organization which you represent?

STATEMENT OF MRS. LESLIE WRIGHT, REPRESENTING GENERAL
FEDERATION OF WOMEN'S CLUBS

Mrs. WRIGHT. I am appearing for the General Federation of
Women's Clubs, Mr. Chairman. My name is Mrs. Leslie Wright.
I am the general chairman.

The General Federation of Women's Clubs is an international organ-
ization with a total membership of 7,000,000 in 28 countries. In the
United States its total affiliation is approximately 5,000,000, of which
the voting membership is 1,300,000. Those are the members who vote
in our clubs. Out of our total membership of 5,000,000, probably
4,000,000 of them are voters in the United States who vote in all the
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elections, with the exception, of course, of the women in the District
of Columbia.

We represent, of course, the majority of the buying power of the
United States, and I would like to think that we also represent a good
part of the intellectual power, although when this agreement was
before the House last year we understood that the women were not
considered to have enough brains to talk about the reciprocal trade
agreements.

The CHAMMAN. You must have misunderstood that.
Mrs. WRIGHT. Well, I don't know. That was just hearsay, I didn't

agree with whoever said it, Mr. Chairman; but nevertheless, it hurt
quite a number of women and made them all the more insistent that
we were back of the President's program.

The CHAIRMAN. That is not the opinion in this committee.
Mrs. WRIGHT. I know it, and I don't think it is the opinion of most

of the Members of the Congress, because I have a great number of
friends, both Republicans and Democrats, who are very courteous to
us always.

The General Federation of Women's Clubs does not belong to any
pressure group. We do not have our opinions formed. We have
16,000 clubs throughout the United States, and a great many of them
hold forums. Some of them db not, of course; some of them are sew-
ig bees, you might say. But a lot of them are clubs whose members
belong to the State legislative council, and I think that their opinion
is worth having.

We have been on record for many years as endorsing the reciprocal
trade program of the United States. Prior to the enactment of the
Trade Agreements Extension Act of 1948, the organization reaffirmed
its previous stand, and indicated its alarm at the curtailed program
then under consideration in the Eightieth Congress, by adopting the
following resolution:

Resolved, That the General Federation of Women's Clubs in convention as-
sembled, May 1948, reaffirms its support of the reciprocal trade agreements pro-
gram and urges the renewal of the Reciprocal Trade Agreements Act, which
expires in June 1948, for a 8-year period without crippling amendments.

In view of the above resolution, the Federation strongly endorses
the legislation now under consideration by the Senate. I refer in my
written statement to the House Ways and Means Committee, you will
note. This is practically the same statement we had there, and the
stenographer left it in. As I said, we strongly endorse the legislation
now under consideration by the Senate, providing for a restoration
of the 1934 act, and a return to the 3-year cycle which has operated
with such success in the past.

The 1-year limitation imposed on the program by the Trade Agree-
ments Extension Act of 1948 casts uncertainty on the future economic
policy of the United States. It is upsetting to business and commercial
planning. It cannot help but have an adverse effect on the negotiations
between this country and the 13 nations scheduled to begin this April.
It is hardly conducive to the reduction of barriers to trade among the
16 nations participating in the European recovery program-a con-
dition of continued aid under the Economic Cooperation Act.

The advantages to our foreign relations of extending the program
for another 2 years seem too obvious for further comment.
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The proposed legislation restores the Tariff Commission to its
former cooperative and advisory role in developing trade agreements,
instead of isolating it as a solely fact-finding body. Under the terms
of H. R. 1211, the Commission will again actively participate in the
deliberations of the Interdepartmental Trade Agreements Organiza-
tion, and thus make available to this group its valuable information
and advice.

As the law now stands, the Commission is prohibited from taking
part in any decision regarding the terms of a proposed agreement,
or in the negotiation of an agreement. This feature of the present
act seems to us highly undesirable.

H. R. 1211 eliminates another objectionable feature of the 1948
act which, in effect, makes the Tariff Commission solely responsible
for predicting far in advance the exact amount which the tariff on an
item can be cut without threatening serious injury to a domestic indus-
try. Under the burden of this responsibility, the recommendations
of the Commision are bound to be more conservative than they other-
wise might be. While the President can legally disregard the findings
of the Commission, he would be most unlikely to do so under the
terms of the existing legislation.

The peril point system is heavily slanted toward protectionism.
It is, furthermore, unnecessary. The procedure already existing

which authorizes the Tariff Commission to advise the President when
a tariff concession is causing or threatening to cause injury to a do-
mestic industry, and which gives the President power to withdraw the
concession if he so finds, seems to us an adequate safeguard. It is a
reasonable safeguard which operates when injury is a fact rather
than a fear.

The continuance of the reciprocal-trade program, in workable form,
is of the utmost importance. It is vital to the success of the European
recovery program. It is indispensable to the entire international
economic structure which this Nation has been struggling to develop
through the United Nations. It is basic to the realization of the eco-
nomic objectives set forth in the charter of the proposed International
Trade Organization. It is, above all, necessary to the continued wel-
fare and prosperity of the United States.

For these reasons, the General Federation of Women's Clubs hopes
that the Congress will act promptly and favorably on the extension
of the Reciprocal Trade Agreements Act as provided in H. R. 1211.

Mr. Chairman, we do not want to see any American industry seri-
ously crippled or destroyed. However, in trade, as in all things in
life, a certain amount of give and take is necessary. Every taxpayer
in the United States is having his income curtailed by a share in the
over-all cost of the Marshal plan. We are very sure that we are
Civ~g a great deal more than we are getting in return under this

eiprocal Trade Agreements Act, but that seems to be the price that
the country pays now for winning a war; that we give a great deal
more than we get out of the victory. And we feel that in order to
keep the world peace and implement the Marshall plan, we must
have the reciprocal-trade agreements program as it is contained in
this bill.

The CWIm&N. We thank you for your appearance.
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Mrs. WRIGHT. Thank you for your courtesy in allowing us to appear.
The CHARMAN. Mr. W. Lunsford Long.
Senator HoEr. Mr. Chairman Mr. Long is from North Carolina.

We are glad to have him testily. He is the owner of a tungsten
mine, and was many times a member of the State Senate of N orth
Carolina. He is a very valuable citizen of our State. I am glad
the committee is going to hear him.

STATEMENT OF W. LUNSFORD LONG, VICE PRESIDENT AND GEN-
ERAL COUNSEL, TUNGSTEN MINING CORP., WARRENTON, N. C.

Mr. LONG. Mr. Chairman and members of the committee, I thank
my friend, Senator Hoey, for his kindness. I am W. Lunsford
Long. I live in Warrenton, N. C. I am a native of North Carolina,
and have lived there all my life.

I am in the mining business, and appear here as vice president and
general counsel of the Tungsten Mining Corp.

The Tungsten Mining Corp. owns a tungsten mine in 'orth Caro-
lina which it operates. It also owns a tungsten mine in Idaho, which
it has leased, under a lease and option agreement, to the Bradley
Mining Co., of San Francisco; who are now operating it under this
lease from our company.

We also own a nonoperating tungsten property in Arizona, and
today in our North Carolina operation we are, I believe, the largest
producer of tungsten in the United States at this particular moment.

The mine in North Carolina was discovered in 1942 as the result of
a search inaugurated by me down there for strategic materials for the
war effort. We had prospectors looking primarily for manganese and
sheet mica. They found, fortunately, this tungsten deposit.

It was inconceivable to me, and to the tungsten industry, that we
were going to find east of the Mississippi River any considerable
tungsten deposit, but it has been found, and for the past 5 years we
have been developing that property. We have spent $1,500,000 of
capital out of pocket, played back more than $3,000,000 of tungsten
produced down there. and have developed what seems to be one of the
largest if not the largest potential sources of tungsten on the North
American Continent.

The operation has not paid any dividends. We have not made any
money to sl)eak of at all. What little earnings we have had we have
played back.

I am also a member of the Council of the Producers of Strategic
Metals, an organization created within the mining industry, of the cor-
porations and individuals engaged in producing these strategic metals.

In the beginning of the late war there were seven metals originally
listed as being highly strategic and necessary in the war effort. No. I
was tungsten, until the Yellow Pine Mine in Idaho was fortunately
discovered, and until it had been developed and put in operation
tungsten stood at the head of the list of the strategic needs of the
United States.

After the Yellow Pine Mine had been developed, in 1942 and 1943,
by the end of 1943 the production from the Yellow Pine Mine was
such. fortunately. that tungsten receded from this position of priority,
through the supply found in this Yellow Pine Mine.
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Tungsten is increasingly needed as an essential of national defense.
And I am speaking to you today, not as an attorney who is employed
to come and present a cause, or try a case, but as a stockholder, officer,
and director of these companies that are producing here in the United
States from domestic sources these highly strategic materials.

I am speaking at their request, not only for myself, but for Mr. S. H.
Williston, of San Francisco, president of the Cordero Mining Co.. of
McDermitt, Nev., which was, until last October, a producer of mer-
cury. It has now ceased operations, due to the decline in price of mer-
cury. The mine is closed up. Mr. Williston is chairman of our Coun-
cil of Strategic Producers. I am speaking also with the prior
approval of Mr. James P. Bradley, vice president of the Bradley Min-
ing Co.. of San Francisco, Calif.. who leases our tungsten mine in
Idaho, and also in Idaho is the one and only producer of antimony in
the United States, which is another one of these strategic metals. The
Bradley Mining Co. was also, until last year. a large producer of mer-
cury, operating several mercury mines in California. Their mercury
properties are shut down. They are now producers of antimony and
of tungsten.

I also have been interested for some time and still am in manganese
properties. Those properties are not operating. but it is possible that
those properties can come into operation.

Tungsten Mining Corp., let me say, is an operating subsidiary of
Haile Mines, Inc. Haile Mines also has options on western tungsten
prospects-you might call them that-which look interesting; and in
the event that the tungsten industry becomes stable, and it looks like it
is a safe thing to do, we will investigate those properties and put them
in operation if it seems wise.

We could very greatly enlarge our production had we any incentive
to do so. I have consulted recently, frequently. with every producer
of tungsten in the United States; that is within the continental limits
of this country. And it is our considered opinion that granted a
stable mineral policy and a certainty that the tariffs will not be fur-
ther cut with respect to tungsten. domestically, at only a relatively
slightly increased price over that prevailing today, we could produce
all of the tungsten that this Nation normally will need.

It is possible that we will not be able to meet the extraordinary
demands which apparently are coming from the armed services
for an increased amount of tungsten for national defense. During
the last World War. and since its cessation. the technology of warfare
has shown that immensely increased amounts of tungsten over any-
thing known in World War I or World War II are necessary for the
conduct of war.

Tungsten is the hardest of all the metals. It is the most heat-resist-
ant of all the metals. It does not occur in nature in a native State. No
person ever saw a piece of tungsten until it was chemically treated and
reduced to pure tungsten. It occurs in a trioxide form, WO3, and it
has to be reduced, the oxygen taken out of it, to get to the pure metal
itself.

Tungsten is sold and handled on what is called a unit basis. A unit
is 1 percent of a dry short ton. It is 20 pounds of WO.. And 20
pounds of WO, contain 15.86 pounds of pure tungsten, of W.

86697-49-pt. 1-40
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Well, now, you sell or buy tungsten concentrates on a unit basis; and
this 20 pounds of WO. is today selling duty paid on the dock in New
York at $24.50 to $25, the average price being $24.75 a unit. During
the war the price of tungsten was $24. And when labor and
materials and prices were frozen, the price of tungsten was fixed
at $24 a unit. But the Government paid to new producers, such as
ourselves in North Carolina who discovered this mine as a result of
an effort to help the war, $30 a unit. After the war was over, and the
Government withdrew from the tungsten market, tungsten went up
to $34 a unit in June of 1947. At that time, the representatives of
the tool-steel industry of the United States-and this was in the public
press, and it is common knowledge-appeared here and said to the
Government, "You must open the military stock pile. We have less
than 6 months supply of tungsten in the United States. Unless we can
get more tungsten, we won't have the tool steel, and the domestic econ-
omy will fall flat on its face, and we ask you to open th estock pile."

The Secretary of the Treasury said, "We can't open the stock pile.
Congress has the key. It takes an act of Congress to open the stockpile."

Well, the tool-steel industry said, "At least, you can do this: Quit
buying tungsten concentrates f6r the stock pile in competition with us."

As a result, the Munitions Board and the Bureau of Federal Supply
stopped buying tungsten concentrates. June a year ago, and never
bought any until last October. And the price of tungsten dropped
from $34 to $24. In the meantime, mining costs, after the lid was
taken off, had practically doubled. We had three.wage increases,
and all steel, everything in connection with the mining, went up.
Where you could mine and mill a ton of ore for $12, it was costing you
$20. The tariff on tunsten was fixed at 45 cents a pound of contained
W in 1922. It remained at that until 1930, when, in May, it was in-
creased to 50 cents a pound. From May 1930 until last May 22, the
tungsten tariff remained the same, but it was cut 24 percent under a
treaty with China on the 22d day of last May. That was $1.93 a
unit, figured in terms in which you sell the product. And the price of
tungsten was supposed to drop that $2 approximately. Instead of
that, it dropped $10, due to the Government laying off of the market,
and the tariff cut.

In 1945, in May, this same committee in this same room was con-
sidering this same bill, an extension, then, of the Trade Agreements
Act. The late Senator Bailey of North Carolinia was a member of
this committee. I suggested to Senator Bailey at that time the same
thing I am suggesting to this committee today: the wisdom of an
amendment to exclude from the operation of these treaty negotia-
tions and tariff-cutting policies, those strategic metals andminerals,
not only the ones in which I am particularly interested, but the
others, that are certified by the Munitions Board as being necessary e
for our national defense, and that must be stock-piled.

I said, "I would like to see that excluded." Senator Bailey said, "I c
will offer the amendment;" which he did, in this committee. t.

The amendment was not accepted, on this theory: I listened to Mr.
Will Clayton's testimony in this same chair I am sitting in. He said,
"You can trust the State Department not to tamper with the essen- t(
tials of national security." p
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Senator Bailey, I recall, said, "Well, we didn't trust you, because
you weren't there; but we trusted somebody, and we were caught with
our pants down at Pearl Harbor. And I do not propose, so far as I
am concerned, to delegate my duty to you, no matter how patriotic
you are, or to any other living man. I do not feel that as a Senator
of the United States I have the right in good conscience to delegate
to anyone that duty of mine to see that this Nation is kept strong,
and strong enough to remain free."

And I want to suggest to you, gentlemen, the wisdom of such an
amendment at this time. Because I want to relate to you exactly
what took place.

After the Senate passed the act, and we relied upon the State De-
partment, we were put on notice in the Geneva treaty negotiations that
tungsten would be one of the many articles under consideration.

We were accorded a day before the Committee on Information for
the Reciprocal Trade Treaty Act. I appeared there; so did the re-
presentatives of the other companies producing tungsten in the United
States. We testified all of the afternoon under oath, gave them our
certified accounts, and statements of our operations, profit and loss,
and what we were doing.

When we finished, the committee did a very unusual thing. The
chairman of it said, "Gentlemen, I am going to do an unusual thing.
I have consulted with the other six members on this committee, and
we are in unanimous accord that your case is so perfectly clear that
we ought to tell you that we will never recommend a reduction of the
duty on tungsten. You go on horpe and go to work and get this stuff
out which we need so sorely for national security."

senator M1LLIKIN. What date was this?
Mr. LoNG. This was in January 2 years ago, before the Committee

on Information for the Reciprocal Trade Treaty Act. That state-
ment was not made in bad faith. It was not made to lull us into se-
curity. It was made in absolute good faith. And that was their rec-
ommendation.

I cannot explain to you gentlemen, .I have never been able to fathom,
why it seemed wise in the Geneva negotiations to cuit this duty on
tungsten. I say that for this reason: The entire tungsten business
in the United States is 500,000 units a year. At $30 a unit, that is only
$15,000,000. Well, now, we have always produced, for the last 20
years, about 50 percent of what we used in this country. The figures
were 52 percent in 1948, and so on.

Now let us assume that China sold 60 percent of it, 300,000 units,
and got a benefit of $2 on it, to get $600,000. Well, now, China has
never sold us more than one-fourth. It comes from Bolivia, from
Brazil from Spain, from Portugal, from China, and from Burma.

Well, now, the sum total is not big enough to affect any nation's
economy.

The same day that the tariff was cut in this Chinese treaty, in May
of last year, the Government of the United States was requested by
the President of the United States to give Generalissimo Chiang Kai-
shek $350,000,000. We gave him the $350,000,000. We made the trade
treaty with him. And now nobody knows whether you are ever going
to get any more tungsten from China. It is, to say the least, extremelyproilematical.
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And in China, the government takes all the Chinese production of
tungsten. You are not benefiting or dealing with a Chinese operator.
It is exactly, in China, like the gold is in the United States. If you
produce any gold, it goes to the Treasury, and then the Treasury does
what it pleases with it. The Chinese Nationalist Government re-
quires al tungsten produced in China to be turned over to it. And
then the Chinese Government sells it at whatever price they will,
wherever they will.

Now, I say to you, gentlemen, in all good conscience, that it is not
right to give the State Department the power to require us and our
associates, the American producers of these strategic materials, to
have to compete in an unprotected market with a government some-
where else in the world. We might be able to compete with an in-
dividual in China, but no individual operator can compete with a gov-
ernment. And I say, therefore, that we ought to take out of the
purview of this Federal Trade Treaty Extension Act, when we pass
it, these strategic metals.

Chrome is one of them. You can't do anything for chrome. Chrome
is dead. There is not a pound being produced in the United States.
It is on the free list. It has been on the free list. You are dependent
on Russia and Turkey to get your chrome.

And you can go out West and produce it. It will cost you some
more money; yes. But you can get it. Chrome is on the free list. Tin
is on the free list.

But there is on your tariff books, and it has been there for many
years, a law that says when, as and if in the United States we pro-
duce 1,500 tons of tin domestically in any one year, automatically the
tariff goes on. Until you can produce some in this country, it doesn't
go on.

As to mercury, the tariff has not been cut, and yet the mercury in-
dustry has ceased to exist in this country, after existing for a hundred
years. We started producing mercury in 1846, and produced it every
year until last October, when the last mines shut down. They shut
down not because you cut the tariff. The Federal Trade Treaty did
not cut the tariff on mercury. But the Spanish cartel reduced the
price and absorbed the tariff, and put them all out of business, and
then raised the price to $24 a flask.

We have, fortunately, in our stock pile, a large amount of mercury,
and are in a far better position there than you are in respect to
tungsten.

I do not have. and I am not supposed to be able to obtain, the figures
with respect to the goal on tungsten. But I can say this to you, gentle-
men, from my knowledge of the industry, from my negotiations with
the officers of the Government. that we are being put on notice that
we are going to be expected to expand, and that the Nation is going pr
to need very greatly increased amounts of tungsten. du

You can get that information. Within the last few weeks, this re- Ta

vision of the goal has taken place. It has not yet, to my knowledge, tio

become a subject of congressional action, because it has had to be ap- im
proved by all the boards before it gets to you; but it has been approved ant
by the armed services, and their requests have gone in. oce

And it is inconceivable to me that anybody should be given the power the,

to stifle this domestic industry. If you were to cut the tariff on an
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tungsten, take off this $6.03 tlhat is left on it, there is not a producer of
tungsten in the United States at today's price that could make one
singe cent of profit. We are the lowest cost producers in the country,
because we have more tungsten in a ton of rock than any other mine in
this country, and it costs you the same thing to mine and mill a ton of
rock whether you get out of it 20 pounds or 10 pounds of tungsten.

We would be the last ones to go under. But we couldn't take it.
And I think that national security demands that you give considera-
tion to what this particular industry is confronted with.

We are little. The sums of money involved are nothing. Even take
manganese, which is the biggest one of them, with 1,400,000 tons, or call
it 1,500,000 tons, a year, needed to sustain our very high rate per year of
steel production. Suppose you pay a dollar a unit for 50 percent
manganese. It costs you $50 a ton. Fifty times a million and a half
tons is $75,000,000. Well, $75,000,000 is a lot of money to me. But in
our great national economy it is not a drop in the bucket. It is a thing,
it seems to me, that is right, that I am asking.

I want to give you a copy of the amendment which Senator Bailey
offered. This was his amendment, which he proposed in this form
4 years ago. I would like to file it for the record.

The CHAIRMAN. Very well.
(The amendment referred to is as follows:)

AMENDMENT PROPOSED BY SENATOR BAILEY IN 1945

No proclamation shall be made pursuant to this section decreasing the duty
or other import restrictions on any mineral or metal included in the "current
list of strategic and critical materials approved by the Army and Navy Muni-
tions Board November 20, 1944 (table II, S. Doc. No. 5, 79th Cong., 1st sess.).

Mr. LoNG. I would also like to file a supplemental statement, which
is signed by myself for Mr. Williston and Mr. Bradley, to whom
I have referred. They have assisted in the preparation of this docu-
ment. Unfortunately, they could not be here today. They had to
go back out West to San Francisco.

I have heard it said that "He is thrice armed whose cause is just,"
and I feel that I am suggesting to this committee a thing that is
inherently right and sound. So I feel "thrice armed."

The CHAIRMAN. We thank you for a most interesting statement.
(The supplemental statement of Mr. Long is as follows:)

SUPPLEMENTARY STATEMENT BY W. LUNSFORD LONG, TUNGSTEN MINING CORP.,
WABBENTON, N. C.; S. H. WILLISTON, CORDEIRO MINING CO., MCDERMITT, NEVADA;
JAMEs P. BRADLEY, BRADLEY MINING Co., SAN FRANCISCO, C.ALIF., BEFORE THE
COMMITTEE ON FINANCE OF THE UNITED STATES SENATE IN RE H. R. 1211-TRADE
AGREEMENTS ExTENSION AcT, FEBRUARY 22, 1949

In support of our request that in any extension of the Trade Agreements Act, a
provision be inserted excluding strategic minerals from any further reductions in
duty, and that the statutory rates of duty provided for such minerals in the
Tariff Act of 1930 be restored at the earliest opportunity, the following addi-
tional information is respectfully submitted:

At the begining of World War II, seven metals were given the highest strategic
importance in the prosecution of the war-tin, vanadium, tungsten, manganese,
antimony, mercury, and chromium. Of these seven metals, six (all except tin)
occur in appreciable quantities within the continental United States although
they are somewhat lower grade than the richer deposits abroad. Of these six
metals the first one, vanadium, is now an accessory metal to uranium mining
and Is protected by the Atomic Energy Commission. The last-named metal,
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chromium, is on the free list and no action of this committee can provide it with
the tariff protection it should have.

In regard to the remaining four metals, It is of the utmost importance that the
mistakes made after World War I should not be repeated after World War II.
Already the Trade Agreements Act has curtailed the small tariff protection held
by tungsten, manganese, and antimony, with serious results insofar as domestic
production is concerned. In regard to the fourth metal, mercury, the Tariff
Commission has been investigating the possible effects of cuts in the tariffs on
mercurials, leading the Industry to fear that this metal too may suffer through re-
duction of an already too small protective tariff.

Tungsten production is a small industry, the annual gross value of all of the
tungsten produced in the United States currently being not in excess of $7,000,-
000. The entire machine tool industry is dependent upon tungsten tools for the
manufacture of shells and armament. The future of jet propulsion is dependent
on heat-resistant metals with a high proportion of tungsten content. At the
present time, as the result of the Geneva tariff cuts which became effective in
the spring of 1948, the tungsten industry of the United States is reduced to only
four operations and those four operations are operating either at a loss or on
the narrowest margin of profit. Any further reduction in tungsten prices or
any appreciable increase in mining costs will wipe out the small nucleus of
tungsten production still remaining in the United States. With a consistent
mining policy and with somewhat increased protection the tungsten industry
could supply all requirements from domestic sources.

After World War II, it was stated by some of the highest defense authorities
that the Yellow Pine Mine in Idaho, which produced over 800,000 units of
tungsten during the war period, had the effect of shortening the length of the
war by a year and saving the lives of a million American soldiers. Tungsten has
the highest melting point of any known metal. This fact, together with its
other chemical and metallurgical properties, makes the substitution of other
metals for tungsten almost impossible. The world supply of tungsten outside
of the continental United States is from Asia, South America, Spain, and Por-
tugal. Most of the world's supply in the past has come from Asiatic sources,
principally China, and the availability of future supplies from that source is,
to say the least, highly questionable.

Manganese in small amounts is essential in the production of every ton of
steel produced. Without manganese most of our steel industry would be forced
to close. Only 10 percent of the country's requirements of manganese are produced
within the continental United States and over 70 percent of our current require-
ments are imported from overseas sources. Of those total imports, 35 percent
in the last year has come from Russia and continuance of this supply is now
doubtful. The steel industry is faced with the necessity of obtaining new
sources of supply within periods all too short for comfort. These are the facts,
yet as recently as a year ago, the tariff on manganese was cut the full permissible
amount under the Trade Agreements Act. While the manganese deposits within
the United States are not of a grade comparable with the richer deposits abroad,
at least one operation in the United States is able to produce premium grade
manganese from low-grade ores in such a form that it is entirely acceptable and
even sought after by the steel Industry. The technical divisions of the Bureau
of Mines feel that it is possible to make acceptable products from domestic
manganese which, once established, might well be able to compete in the world
market; but present conditions, with negligible protection, high costs and an
uncertain future give no incentive to any member of the domestic mining industry.

Antimony. Prior to World War II, the United States was entirely dependent
upon antimony imports from Mexico, South America and overseas. During World
War II extensive deposits of antimony were discovered and developed within
the continental United States and at the present time a considerable proportion
of our domestic requirements is available without resort to long overseas hauls.
The continuation of our domestic antimony industry is dependent upon tariff
protection. The gross value of the antimony produced in the United States, like
the gross value of the tungsten Industry, is small, only some $4,000,000. Yet
without antimony as a hardener for lead, the storage-battery industry, the bearing
Industry, and the flame-proofing industry would have extreme difficulty in sur-
viving.

In spite of the importance of this metal to the defense of our country In times
of emergency, the tariff on the metal was cut in the early part of 1948, and the
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ore is still allowed free entry. Prior to the war, China provided 60 percent of
the world's supply of new metal. At the present time supplies from China are
erratic and may well continue to be so but large amounts imported into the United
States could, at almost any time, completely eliminate the domestic industry,
and it is certain that if once eliminated, domestic antimony producers would
hesitate before ever attempting to resume production. Antimony is still, in the
eyes of the defense authorities, one of the two metals in shortest supply since
only antimony and tin remain under Federal allocation and import-export control.

Mercury. The mercury industry of the United States has supplied large
percentages of American requirements for the last 100 years. The world price
in this metal is controlled by a tight foreign cartel. The cartel members are
the Spanish mines owned, controlled and operated by the Spanish Government
and the Italian mines controlled through loans by the Italian Government.
Throughout World War II the cartel, believing that they had a monopoly on
the world supply of the metal, were highly antagonistic to the United States--
one country, Italy, openly and the other, Spain, a nonbelligerent member of the
Axis. Immediately after the conclusion of the war, high officials of the cartel
stated "that they would recover their proportion of the American market." For
the last 3 years the cartel has been endeavoring to destroy the domestic mercury
industry and In published statements in London as recently as May stated-

"London.-It is understood that the Spanish-Italian quicksilver group's price
for the United States market has been raised by $2 to $54 a flask, f. o. b.

"The previous quotation of $52 was the lowest level at which the group sold
in order to overcome the heavy United States import duty on foreign metal
while maintaining their general world price of $60 f. o. b.

"The advance is attributed to the elimination of the greater part of United
States domestic production owing mainly to these cheaper offers."

The gross value of the mercury consumed" in the United States is less than
$4,000,000, and as a result of cartel activities 90 percent or more of the American
mercury must now be imported from abroad and 80 percent or more must be
obtained from cartel sources. During World War II, the domestic mercury in-
dustry supplied all the wartime requirements of the United States and its allies.
The industry, which before the war consisted of from 40 to 100 operations and
which has been in continuous activity since 1846, is now to all intents eliminated.
Reserves of ore which before the war would have been considered as of bonanza
grade cannot now be mined. AU of the principal operations have been shut down
and the mines will soon fill and cave. Some have already been lost and those
not yet lost will probably be In extremely bad condition within another year.
The length of time required to reopen these mines in times of emergency would be
considerable and there would be no assurance that it could be done at all.

While mercury is not on the list of those metals to be negotiated at the coming
trade conference, one of the principal producers-Italy-is a party to the new
trade agreements, and it Is well known throughout the industry that the Tariff
Commission has been investigating the effect of possible cuts in the tariff on
mercurials. In the light of past actions by the State Department in cutting
metal tariffs, the industry is greatly perturbed over the possibility of a cut in
present tariff rates.

Should the tariff on mercury be reduced, the complete domination of the in-
dustry would be placed In the hands of the European cartel and there is almost
no possibility that any domestic mines could open or, if opened, continue in
operation.

It can be seen that the gross dollar value of the strategic metals above de-
scribed is unimportant. Any trade advantage which could be gained by their
abandonment would be of infintesimal value to the welfare of the nation as a
whole. These tariffs have not been trade barriers in the past and any further
reduction of the present tariffs might well result in the complete destruction of
the domestic industries.

The facts above outlined, we submit, call for action by your committee to
exclude these strategic minerals from any further reductions in duty under the
Trade Agreements Act. Like conditions prevail, in greater or lesser degree, as
to the other strategic and critical minerals listed by the Munitions Board and
as to which the creation of defense stock piles is recommended. To maintain
a healthy mining industry within the United States, capable of continuing to
supply these minerals, it is of the highest importance that present rates of duty
be guaranteed against reduction.
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The need for such action at this time was ably presented by Elmer W. Person,
Chief of the Economics and Statistics Division, United States Bureau of Mines,
in an address on November 17, 1948, in which Mr. Pehrson stated:

"Tariffs-Under todays conditions, a discussion of tariff policies is more or
less academic: but the present situation cannot prevail forever, and sooner or
later world supply will overtake demand. If our industries, particularly those
that supply a large proportion of our needs of strategic raw materials and those
that contribute heavily to the prosperity of some of our States, could be assured
of reasonable tariff protection when the day of reckoning comes, they would feel
more secure in investing for the future. Under the reciprocal trade agreements
program protective tariffs on most minerals have been reduced substantially.
During the period in which these cuts have been in effect, conditions have been
such that the ultimate consequences of the reduction have not been apparent.
There can be little doubt, however, that the reduction in tariffs has weakened
the competitive position of the domestic producer under normal market condi-
tions. He thus faces a future under difficult domestic circumstances over which
he has little control, with his tariff protection greatly reduced.

"The reciprocal trade agreements program probably will remain for many
years to come. The suggestion that strategic minerals be exempted from the
operations of this act does not question the over-all wisdom of the legislation
but does emphasize the fact that the national stake in the conservation and
national security aspects of these depletable-resource industries calls for special
consideration. I believe the public interest would be served by announcing that
the tariff cuts, which in the long run will adversely affect domestic production
of mineral raw materials, will be reinstated as soon as supply and demand
approach a normal balance."

The need for assurance to domestic producers of these vital raw materials
that their present inadequate tariff protection will not be further reduced was
also set forth in testimony before the Senate Finance Committee on May 31,
1945 (record of hearings on H. R. 3240, vol. II, p. 125). The failure of the Con-
gress to adopt such a policy at that time has contributed largely to the critical
situation in which many of our strategic-mineral industries now find themselves.

It is frequently argued that the so-called escape clauses. contained in the
agreements negotiated under the Trade Agreements Act serve as a protection to
the domestic producers against serious injury from reductions in their tariff pro-
tection. In the experience of the mining industry, however, the escape clauses
have been found to be of no practical value whatever, and no remedial action
under these clauses has ever been taken, even where all the conditions specified
therein have been shown to exist. So far as we can learn, out of the many hun-
dreds of reductions in duty which have been made under the trade-agreements
program, the escape clauses have been successfully invoked only in two minor
instances, involving silver fox furs and embroidered handkerchiefs.

In the case of tungsten, in hearings held before the Committee for Reciprocity
Information in January 1947, the committee assured industry representatives
that their case was excellent and that they should have no fear of a tariff cut;
nevertheless, the cut was made. A few months after the tungsten tariff reduc-
tion became effective the matter was informally presented to the Tariff Com-
mission which took the view that insufficient time had elapsed since the reduc-
tion for any resultant economic effect to be revealed and that therefore an appeal
by the industry at that time would be premature. It would appear that the in-
dustry must die completely before its case can be taken up.

We earnestly ask your committee's careful consideration of the facts above
presented, and your affirmative action in connection with the pending legisla-
tion, to provide definitely for a continuation of existing tariff duties on strategic c
minerals, by means of a specific provision In the law that these duties shall not
be reduced in any further trade agreements. It is a grave responsibility which
Is placed upon this committee to decide whether the United States shall or shall
not have a domestic supply of these essential defense minerals.

Senator MILLIKIN. Could I ask the gentleman a question?
The CITAIRMAN. Senator Millikin.
Senator MILLIKIIN. I am very much interested in your tungsten

deposits. How deep do you go to get your tungsten? C
Mr. LONG. We are now, in the North Carolina mine, on the 500-foot S

level. Our deepest working is 540. We are sinking about 200 feet G
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a year, and we drill below us. We get on a 500 level, and we imme-
ately core drill down to the 700, and then sink. We have already
drilled to the 700.

Our geologists say-the United States Geological Survey says-
that our mineralization will persist to great depth, that this is a true
primary vein, and the mineral deposition should be just as good at
10,000 feet as at 400, and where we will bottom out--stop-will be de-
termined by the economic limits of mining. The cost of development
and mining is progressively greater as you go down.

Senator MILLIKIN. Do you have reserves blocked out at the present
time?

Mr. LoNG. We have at this time above the 300-foot level in, say, 20
percent of the area, pretty well developed it. We have 400,000 tons of
1-percent tungsten ore blocked out above the 300-foot level. That, at
today's market price, is about between 11 and 12 million dollars' worth
of recoverable tungsten.

Now, down on the 400, we are partially developed. On the 500 we
are just beginning to develop.

Senator MMLIKIN. Are you producing tungsten at the present time?
Mr. LoNG. Yes; we are the largest producer in the country. Last

month we produced about 6,000 units. That was about 120,000 pounds
of tungsten trioxide.

Senator MILLIKIN. Are you making any money?
Mr. LONG. We have begun to make a little money, because the price

has begun to rise a little bit. And we made last week, the first sale
that we have made to the United States Government, to the Bureau of
Federal Supply, who bought 10,000 units from us, and they paid us
$28 for that production.

Senator MILLIKIN. Are the tungsten mines in China within the
occupied area?

Mr. LONG. No, sir, they are principally south of the Yangtze. But
they have been very greatly disorganized so I am advised.

They are not, except in a small degree, as yet in Communist hands.
Senator MILIKINT. If the Chinese Government should become Com-

munist, and if such a Communist government can make good its
position over the whole of China. tungsten is out, unless they wish us
to have it.

Mr. LoNG. Unless we give them the means to protect themselves, it
is out. The question is whether we are going to do that or not.

Senator MILL I N. And they account for how much of our tungsten
here?

Mr. LONG. Prior to the war they accounted for about 40 to 45 per-
cent annually. Since 1939, when the Japanese got in and the disrup-
tion came, we have gotten relatively little tungsten from China.

Senator MIILiK1N. The Chinese are the principal suppliers of tung-
sten ?

Mr. LoNG. They were prior to 1940. and potentially they would be
if they could get organized and get their mines developed so that they
could produce.

Now we are getting more from South America than we are from
China. We also get it from Spain and Portugal. But the United
States Government last fall bought from the Chinese Nationalist
Government all the tungsten that they had available and all that they
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could contract to deliver by June 30 next. So that whatever was
available in China is now either in our stock pile, or on the sea coming
to it. And beyond those immediate spot deliveries, no one can guess
what we are going to be able to obtain from them in the future.

Any other questions ?
The CHAIRMAN. Thank you very much.
Senator Hoey, do you have any questions?
Senator HoEY. No; I have none. I think it was a very interesting

statement, Mr. Long.
The CHAIRMAN. Mr. Stanley Ruttenberg.
You may be seated, sir, and give the reporter your full name and

for whom you are appearing.

STATEMENT OF STANLEY H. RUTTENBERG, DIRECTOR OF RESEARCH
AND EDUCATION, CONGRESS OF INDUSTRIAL ORGANIZATIONS

Mr. RuTrENBERG. My name is Stanley H. Ruttenberg, director of
research and education of the Congress of Industrial Organizations.

Mr. James B. Carey, our secretary-treasurer, was supposed to be
here today but was unexpectedly called to Pittsburgh to confer with
our president, Mr. Murray, who is now in the hospital; so he could
not be here today. I am presenting his statement.

American foreign policy faces a difficult problem in 1949. The
political phase of the problem is that of maintaining peace under tense
conditions that prevail in many parts of the world. The economic
phase is that of improving world economic conditions as a basis for
political stability. American labor has a vital stake in both aspects
of the problem.

The CIO believes that the only kind of foreign policy able to cope
with this situation is one that strengthens the political and economic
conditions of free men everywhere. The House of Representatives
passed H. R. 1211, extending the Reciprocal Trade Agreements Act
until June 1951. At the same time the restrictive provisions incor-
porated into last year's Gearhart bill was removed. I appear here
today on behalf of the CIO to support H. R. 1211 and to congratulate
the House of Representatives for its forthright approach in removing
the crippling amendments attached to last year's extension and to
urge your committee to approve the bill.

I should like to discuss with you our reasons for supporting the
extension of the reciprocal-trade agreements authority. The CIO
advocates an integrated foreign policy directed toward international
cooperation in the political sphere, through support of the United
Nations and a strengthening of the democracies; in the economic
sphere, through the European recovery program, the extension of the
Reciprocal Trade Agreements Act, the adoption of the charter for an
International Trade Organization, and other measures to expand
international trade.

t
LABOR'S STAKE IN INTERNATIONAL TRADE

Labor has a direct stake in international trade because the United
States is such a large exporter of the products of American labor and
because our standard of living is, in part, dependent upon importing
many commodities from countries abroad.
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Exports mean the difference between prosperity and depression for
many industries. This is particularly true in industries such as elec-
trical machinery and apparatus, automobiles, rolled-steel products,
office machinery, and many others, for which exports absorb a large
proportion of the total domestic output. Some of the industries are
concentrated in a few localities which are largely dependent upon a
single industry. For the United States as a whole, approximately
10 percent of our total industrial output is sold abroad, but the pro-
portion is much higher for certain industries. (See attached table
No. 1.)

The Department of Labor estimates that in the first half of 1947, the
latest period for which statistics are available, exports provided jobs
for 2,400,000 nonagricultural workers, representing 5.6 percent of the
total nonagricultural employment in the United States. The percent-
age of workers dependent upon exports was particularly high in steel
works and rolling mills, coal mining and manufactured solid fuel,
machinery, including electrical apparatus, and rubber. The table
attached, No. 2, shows that there were nearly three times as many
workers dependent upon exports in 1947 as in 1939. This reflects the
growing importance since the war of exports in our domestic economy.

Labor has a great deal at stake. Certain groups point out that
extension of the. Reciprocal Trade Agreements Act means "lower
tariffs, which will flood our markets with cheap goods, create unfair
competition with American products, reduce our American standard
of living, and result in unemployment." The principal industries
affected by imports are textile, wood, paper and pulp, fishing, mining,
and glass manufacturing. Only a relatively small proportion of
American workers are in these industries, and of these only a limited
number are directly affected by imports.

There are now some 59,000,000 persons gainfully employed in
America. The number of American workers affected by reduced tariff
is very limited, whereas all workers as consumers are injured by high
tariffs. It must be remembered that wages of American workers in
industries which are typically high protected industries are lower than
the wages in the industries with little or no tariff protection. For
example, in 1948 the average weekly earnings of workers in protected
industries, such as boots and shoes, was $39.21; in silks and rayons,
$49.13; whereas the wages prevailing in low protected export indus-
tries were higher. The average weekly wage in the machine-tool
industry was $63.31; agriculture machinery, $61.45; aircraft engines,
$67.73. It is perfectly clear that workers in those industries having
high protective-tariff arrangements have not fared nearly as well as
workers in lesser tariff-protected industries.

3 American labor benefits indirectly from agricultural exports which
increase the purchasing power of American farmers for the products
of American industry. Approximately 10 percent of the total agri-
cultural output of the United States is exported. Thus, nearly one-
tenth of the total farm employment-10,000,000 agricultural workers
in the United States in 1947-depends upon export for its income.
Farmers and city workers are interdependent. They prosper together
or not at all.

d American labor benefits from imports because the huge AmericanL industrial machine could not operate at present levels without im-
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ported raw materials. This has become increasingly evident as war-
time demands depleted our natural resources, particularly of min-
erals. The Bureau of Mines reported to Congress, in May 1947, that
our known commercial reserves of 24 major minerals were less than
sufficient to supply 35 years of domestic requirements at current rates
of consumption. Among these are such vital minerals as copper,
lead, zinc, manganese, chrome, tungsten, mica, tin, bauxite, cadmium,
vanadium, tantalum, asbestos, graphite, nickel, and petroleum. We
are also dependent upon the importation of many food commodities,
such as sugar, coffee, bananas, et cetera. Reduced imports of such
products would reduce our present industrial production, would create
unemployment, and would raise prices to consumers on hundreds of
products used in our daily lives.

A sharp reduction in American foreign trade would reverberate
throughout the whole domestic economy and would make it impossible
to maintain full employment in this country.

THE EUROPEAN RECOVERY PROGRAM

The best way to maintain American export trade is to encourage
economic recovery abroad.

That is one reason why the CIO supports the European recovery
program. Without European recovery there can be no permanent
world recovery, because Europe is the keystone in the world's economic
arch. Europe is the principal market for United States exports, ab-
sorbing in the prewar years over 40 percent of our total exports. Eu-
rope is also the principal market for the exports of Latin America,
Asia, and Africa. The capacity of those countries to buy American
products depends, in part, upon their ability to sell their own products
to Europe.

The over-all goal of the European recovery program is to restore
the European economy to the prewar level and to make Europe self-
sufficient by mid-1952.

If ERP puts Europe on its feet again by mid-1952, it is equally es-
sential to the final success of the plan that Europe be able to stay on
its feet after emergency American financial aid comes to an end.
Otherwise, our effort and sacrifice will have been in vain.

To achieve an eventual self-supporting status, the densely popu-
lated countries of western Europe must import raw materials from
many parts of the world, because their own resources are inadequate
to meet their needs. To pay for these imported raw materials, west-
ern Europe must export manufactured products to many countries.
The establishment of trading conditions that make for good world
markets is thus a life-and-death matter to a self-supporting Europe.
The reciprocal trade agreements program supported by the eventual
adoption of the charter of an International Trade Organization is
intended to establish trading conditions that make for good world
markets.

American labor is fully aware of its international responsibility
and the international re,'ponsibility of our Nation as a whole. We
joined hands with the majority of Americans in urging support for a
the European recovery plan. We clearly recognized the vital part
the United States has to play in feeding, clothing, and rehabilitating
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many parts of the world devastated by war. We clearly recognize
that economic warfare can be as disastrous to international goodwill
as military warfare. We cannot live long in a world of peace if trade
barriers stand in the way of feeding, clothing, and reconstructing
war-devastated areas.

It is essential that we reduce the barriers to trade which exist be-
tween ourselves and foreign countries -o that th-se countries may
export to us, and by so doing acquire the necessary means of exchange
which is so vital for rehabilitation and continuous international trade.
Under the European recovery program we will supply machinery and
equipment to rebuild many industries. However, unless we are pre-
pared to buy the products which these rehabilitated industries will
produce, we deny to those countries the vital monetary exchange neces-
sary for them to become self-sufficient nat ions.

This whole concept of reducing barriers to international trade con-
tained in the Economic Cooperation Act is vital to the promotion of
international good will and international peace.

We must not pay lip service by ju-t making commitments. We must
go forward and carry through to the last letter the implications of our
basic commitments.

The Economic Cooperation Act of 1946 specifically provides, among
other things, that the United States and the participating countries
conclude agreements which provide for cooperation "to reduce barriers
to trade among themselves and with other countries."

At the present time seven of the European recovery countries, in-
cluding western Germany, do not have reciprocal trade agreements
with the United States. Trade barriers with these seven countries, as
well as with the other ERP countries, must be reduced if we are to
carry out the spirit and concept as well as the statutory requirements
of the Economic Cooperation Act.

The only authority now on the statute books of this country to carry
out the commitments of ECA-
to reduce barriers to trade * * *-

is the Reciprocal Trade Agreement Act of 1934. If this act is not
extended there will be no existing authority to carry out the firm com-
mitment of the ECA in 1948.

It would be inconsistent, on the one hand, to have passed the Eco-
nomic Cooperation Act, and, on the other hand, to have refused to
extend the authority to negotiate reciprocal trade agreements as orig-
inally spelled out in the Reciprocal Trade Agreements Act of 1934.

The ERP, the trade agreements program, and the ITO charter rep-
resent the tripod of United States economic foreign policy. If one leg
of the tripod weakens the entire structure is shaken.

THE RECIPROCAL TRADE AGREE-MENTS PROGRAM

The aim of the reciprocal trade agreements program is to reduce
artificial trade barriers so as to encourage an expansion of competitive
world trade.

Under the Trade Agreements Act the President may conclude trade
agreements with other countries whereby the United States reduces
its tariff rates on individual products we buy from them in return for
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tariff reductions by the other countries on products they buy from us.
Such an agreement is a "swap" of trade benefits.

The Trade Agreements Act was passed in 1934 for a 3-year period,
and has been renewed five times since then. The last renewal, by the
Eightieth Congress in June 1948, was for 1 year instead of the cus-
tomary 3 years, and with crippling amendments. The CIO does not
want to see the Reciprocal Trade Agreements Act weakened as it was
last year by being placed in a strait-jacket and doubly immobilized
with handcuffs and leg arms. Quite the contrary, we want to see the
reciprocal trade agreements policy further expanded to meet the needs
of the United States and the needs of the other peoples of the world.

President Truman, in his state of the Union message on January
5, 1949, recommended that the act be restored "to full effectiveness,"
in its original form without crippling amendments, for another 3
years, i.e., to June 1951. The CIO convention in November 1948, en-
dorsed extension of the trade agreements authority on a long-range
basis to promote national economic stability and to encourage inter-
national trade.

An effective Trade Agreements Act is particularly important at this
juncture because of American efforts to encourage other countries to
reduce trade barriers at the'forthcoming World Trade Conference
scheduled to meet at Annecy, France, April 11, 1949. Thirteen new
countries have agreed to participate in that Conference, with the 23
countries which already had signed the general agreement on tariffs
and trade at Geneva, October 30, 1947, to negotiate with each other and
with the 23 for a further reduction of trade barriers. The general
agreement of 1947, already in effect for all 23 countries but one, con-
tained tariff commitments on individual products accounting for over
one-half of the world's foreign trade.

The Annecy Conference, if successful, will help to expand intra-
European trade, thereby lessening European dependence upon the
United States.

When Congress passed the Economic Cooperation Act of 1948, it
emphasized that European countries should take all appropriate meas-
ures of self-help. That act, section 115 (b) (3) expressly required
each participating country to make agreements with the United States
committing itself to cooperate with other participating countries "to
reduce barriers to trade among themselves and with other countries tto
and to stimulate "an increasing interchange of goods" among them-
selves. Such action would enable European countries to develop their
production along more efficient lines, thereby increasing their total
out put of goods. Then ERP countries, the United Kingdom, France, cr
Belgium, Netherlands, Luxemburg, Norway, Sweden, Denmark, Italy, ti
and Greece, will be present at the Annecy Conference. SL

It has been alleged that the trade-agreements program, by reducing
American tariffs, will reduct American wage levels to the wage levels
of foreign countries. This argument assumes that American produc-
tion cannot compete against foreign products if our tariffs are reduced, ex"
and that there will be a flood of imports into the United States which the
will create unemployment and low wages in this country.

Nothing could be further from the truth. The best proof of Ameri- of
can competitive power is the simple fact that we have been and are car
competing successfully. United States exports have exceeded imports
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almost every year since 1875. In 1948 our exports were nearly double
our imports. If we can compete successfully against foreign compe-
tition in foreign markets, surely we can meet foreign competition in
our own markets.

Our competitive strength is due to the efficiency of American labor
and industry in relation to abundant natural resources and a large
domestic market. Our relative efficiency is indicated by a study of
labor productivity, in the United States and the United Kingdom,
issued by the International Labor Office, November 23, 1948. On the
basis of United Kingdom output per worker in 1935-39 as 100, it
shows United States output per worker in that period as follows:
Manufacturing ------------------------------------------------- 215
Mining ------------------------------------------------------- 415
Public utilities and communications -------------------------------- 233
Building and construction ---------------------------------------- 115
Agriculture and fisheries ----------------------------------------- 103

Postwar comparisons would be even more striking because United
States productivity per worker increased greatly during the war,
whereas the wartime destruction of factories, and the lag in replace-
ment of obsolescent machinery, tended to retard British productivity.
The United Kingdom labor productivity is greater than that of most
other countries.

High productivity, rather than the American tariff, accounts for the
American wage level. If our labor productivity were low, we would
not have high wages even if our tariffs were raised a thousand times.
Many foreign countries have much higher tariffs than the United
States, yet their wage levels are lower than ours simply because their
productivity is lower than ours. The plain truth is that foreign coun-
tries worry about their ability to compete with us.

In certain cases, unusual circumstances might cause an abnormal
increase in imports of a particular commodity after the tariff was
reduced. The trade-agreement procedure-Executive Order 10004,
October 5, 1948-provides a safeguard in such cases. If, as a result
of a tariff reduction, imports of a particular commodity enter the
United States in abnormal quantities, so as to create or threaten serious
injury to the domestic industry, the tariff reduction may be withdrawn
without obtaining the consent of the other country. The other coun-
try would then be free to withdraw an equivalent concession from the
United States. The provision has been incorporated in all of the
trade agreements since 1943.

American labor knows that when huge American corporations shed
crocodile tears over the tale that imports depress American wages,
their real purpose is to restrict imports so they can raise prices to con-
sumers and increase their own, large profits. Already full production
and full employment in the United States is threatened by a dispro-
portionate increase in corporation profits relative to consumer income.

Is CIO President Philip Murray, in reporting to the CIO convention
in November 1948, said that full employment and full production can
exist only with high wages and high consumer income which enable
the mass of American people to buy the products of American industry.
We need high levels of production and low prices instead of the kind
of economic practice which limits production at high prices, and this

-e can be accomplished by encouraging foreign trade.
ts
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Import competition helps to prevent monopolies, helps to keep do-
mestic prices at competitive levels, and helps to keep our economy
healthy. Reciprocal trade agreements, by. lowering our tariffs, en-
courage import competition. Our imports must be expanded if we
expect to export.

In 1948, United States total exports were nearly double total imports
from all countries; and exports to Europe were four times as large as
our imports from Europe. Europe cannot buy our products unless the
United States and other countries buy its products.

The tariff is a special tax upon imports. Not only does it restrain
imports. thereby fostering domestic monopolies and higher prices to
consumers, but it burdens consumers with a direct tax which falls
indiscriminately upon all those who would use imported products.

For example, the tariff on woolen cloth taxes the poor man almost
as much as the rich man. An equitable tax system, such as income
taxes, is one based upon ability to pay.

Mr. Cordell Hull. who sponsored the Trade Agreements Act of
1934, was a leader in the fight for the income-tax law in 1913.

Charter for an International Trade Organization: The charter
for an International Trade Organization represents a further step
toward the United States bbjective of expanding world trade and
stimulating world economic recovery.

The charter rules cover the whole range of international economic
relationship; tariffs, quotas, subsidies, foreign exchange, customs for-
malities. cartels, commodity agreements. inondiscrimination, state trad-
ing, and the international aspects of foreign investments, employment,
and economic development. It obligates countries to consult with
each other on any international trade action affecting the other coun-
try. It obligates countries to negotiate for the reduction of trade bar-
riers, thus extending to other countries the aims of our own reciprocal
trade agreements program. It obligates member countries not to dis-
criminate against the trade of each other, except in carefully limited
cases which have been previously agreed upon. It obligates member
countries to settle their international trade differences in accordance
with the principles of the charter and the decisions of the Interna-
tional Trade Organization.

We hope that the Con ress will act favorably upon the ITO Charter
when it is presented. %ut, in the interim, it is essential that the
reciprocal trade agreements authority be extended for three more
years without last year's crippling amendments.

International trade is not an end in itself. It is a means to an end.
Steady employment at remunerative work yielding high living stand-
ards is the primary goal at which economic policy must aim. One of
the means of attaining our goal of full employment at a fair wage and
full production is through international trade encouraged by recip-
rocal trade agreements.

The philosophy of the old Smoot-Hawley Tariff Act passed in 1930,
at the beginning of the greatest depression we have ever had, was to
protect American products by eliminating foreign competition. This
was done by placing high tariffs on imports to keep them out of thecountry. This philosophy presupposes foreign competition adversely
affects American production and employment and that we increase
production and employment by restricting foreign markets. This is
fallacious.
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A sound economic foreign policy must seek to encourage high levels
of production and employment. Maintaining foreign markets for our
goods and importing vital materials necessary for our industrial pro-
duction will play an essential part in keeping our industrial potential
operating at full employment and full production levels.

The Reciprocal Trade Agreements Act is an important cog in our
complex domestic economy. But the importance of the act does not
stop there. Reciprocal trade agreements play an equally important
part in enabling us to carry out our tremendous world responsibilities
and commitments under the Economic Cooperation Act of 1948 "to
reduce trade barriers."

We therefore urge once again that this committee report out a bill
extending authority to negotiate reciprocal trade agreements for an
additional 3 years without the weakening amendments attached to last
year's extension. And such a bill is that H. R. 1211 which was passed
by the House of Representatives just a few weeks ago.

That concludes the statement which Mr. Carey would have presented
had he been here today.

The CHAIMAN. Any questions?
Senator MLLIKIN. Mr. Ruttenberg, did I understand that you made

the argument that the exporting industries pay higher wages than our
other industries?

Mr. RUTTENBERG. Industries which are protected by tariffs tradi-
tionally have had lower wages in this country than have industries
which have not been protected by tariffs.

Senator MmLiKIN. What is our principal exporting industry?
Mr. RuTrENIBERG. Well, those industries which I chose here are not

our principal exporting industries, but it shows the relative position
of, say, boots and shoes, silks and rayons, as contrasted to machine
tools and agricultural machinery, and aircraft engines.

Senator M LIKIN. What is the largest item of export from this
country, in terms of dollars?

Mr. R'rENBERG. You mean industrial products, or farm com-
modities?

Senator MImLKIN. Industrial products.
Mr. RUTTENBERG. Off-hand, I don't know the one.

!r Senator MmIKIN. How about the automobile business?
e Mr. RJTTENBERG. In the automobile business, we export about 10

percent.
Senator MT.TKjUN. Automobiles, trucks, and tractors?
Mr. RUTTENBERG. It is a large segment of our export trade.
Senator MmLrnIN. But the higher wages paid in that industry, for

example, we should rather attribute to the skill of the CIO in getting
d wages, than to the fact that it is an exporting industry.

Mr. RUTT..wNBER. Well, the skill of the CIO unions in getting better
wages is very high, and I am glad to see that the good Senator from
Colorado recognizes that.

Senator MmLIKiN. I am very glad to place a laurel wreath on your
.is brow in that respect.
lie Mr. RUTTENBERG. Because it happens to fit in with the argument.
4ly But let me just make this point, Senator: That however skillful
.Se CIO unions may be in securing wage increases, all of that skill would
is not be worth one scintilla, or one iota, if we were not able to maintain

86697-49--pt. 1-41
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full employment and full production in that industry. And one of the
reasons why the automobile industry in normal years has been able to
maintain such full employment and production-aside from these last
3 or 4 years since the war, in which we have had abnormal demands in
this country; or let us say large demand rather than abnormal de-
mand-is that normally we have relied upon exports in the automobile
industry.

Now, if we didn't have those exports, production and employment
would be not nearly as high as they were in the automobile industr
and consequently, the skill or lack of skill of the union notwithstand-
ing, there would be no profits there, and there would not be a profitable
position which would permit increased wages. So that the encourage-
ment of exports has been a fundamental issue there.

Senator MuLIKIN. I have no basic difference of opinion with you on
the importance of disposing of that 10 percent margin of surplus. I
am suggesting, however, that if, in order to find a market for that
10 percent abroad you injured your domestic market, you would not
have been doing very good business.

Mr. RtJTTENBERG. I don't uite follow, sir. Would you mind re-
peating your question,.pleasei .

Senator MIaIKIN. Yes. Our exports are about 10 percent of our
total economy in this country. And I am simply suggesting that if,
in order to permit that 10 percent we injure the 90 percent here, we
have not done very good business.

Mr. RuTrENBERG. Well, if you injure the 90 percent; no; you
certainly have not done very good business. But no one is claiming
that the 90 percent is injured. As a matter of fact, the 90 percent would
be enhanced considerably by the extension of the authority to negotiate
reciprocal trade agreements. There are a few individual groups that
are affected by the agreements, but I think the ascape clauses permit
sufficient safeguard to those people.

Senator MiUiKiN. Let us take a look at the escape clause. The
escape clause is not mandatory on the President, you know. He does
not have to take the escape.

Mr. RIrE=NBERG. There is an executive order, though, that has been
issued on the subject, requiring that-

Senator Mi-ulix. No, not "requiring."
Mr. R UrENBERG. Paragraph 10 of Executive Order 10004, dated

October 5, 1948, says that-
There shall be applicable to each concession with respect to an article imported
into the United States which is granted by the United States In any trade agree-
ment hereinfter entered into a clause providing in effect that if as a result of
unforeseen developments and of such concessions such article is being imported
in such increased quantities and under such conditions as to cause or threaten
serious injury to the domestic industry producing like or similar articles, the
United States shall be free to withdraw the concession in whole or in part, or to
modify It.

That starts off by saying, Senator, that there shall be applicable to
each concession, with respect to an article, this escape clause.

Senator MILmKIN. I quite agree that you are correctly reading what
is stated there. But all that he has to do is consider that the public
interest overrides the need for the escape. He is under no mandate,
and you have not read any mandate, that because the Tariff Commis-
sion hands him a recommendation for an escape, he must take it-
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Mr. RUT=ENBERG. I can't think of any different and more logical and
more reasonable way to approach the problem, however, than this.

Senator MmuuuN. Let us take that by itself. I was making the
point that the President is not required to take the escape because the
Tariff Commission recommends it. Do you agree with me on that?

Mr. RuTTENBERG. If, after a hearing, and it has been determined
that the conditions set forth in this Executive order and also in the
paragraph which was included in the Trade Agreements Act, if it has
been set forth that those conditions have not caused injury since the
signing of the agreement, then obviously the President does not have to
eliminate the concession which was granted.

Senator MILLIKIN. Let us assume
Mr. RUTTENBERO. Yet the hearings would determine that. What

better way is there for determining whether injury has been caused
than by having a public hearing on the question?

Senator MILLIKIN. Let us assume now that the Tariff Commission
has said that, "In our opinion an escape shall be taken on this particular
article." The President does not have to take it, does he?

Mr. RUTrENBERG. He does not have to.
Senator MmLIKIN. No. And any reason that is sufficient to him

is a reason for not taking it?
Mr. RUTTENBERG. Well, I can't quite see the President going con-

trary, though, to the recommendations that are made in this field.
Senator MnIKmiN. Let us see. Testimony here has shown that, in

addition to the tests of injury to the domestic industry, the administra-
tion wishes to consider a lot of other things. It wishes to consider
resource problems, it wishes to consider the general state of our inter-
national relations, half a dozen things outside of whether an injury is
imposed on domestic industry. The President can refuse to make the
escape for any and all of those reasons. He could refuse to make it
capriciously. I do not say that he would. Somewhere is there an as-
surance of an escape if an American industry is being injured or
threatened? Where is the assurance of it?

Mr. RUTrENBERG. It is a question of where one chooses to place their
trust, I guess, and confidence.

Senator MmLIKIN. All right. Now, we come to the question of
confidence. President Truman on two occasions has stated unequivo-
cally that he would allow no domestic industry to be injured. Presi-
dent Roosevelt said the same thing before him. Mr. Clayton and
others have been in here and have said the same thing. Neither Presi-
dent Truman nor President Roosevelt had the "but" in it, but in prac-
tice they have got five or six butss" which have been fully developed
here in the hearings. So there is no assurance any place along the line
that a domestic industry will not be wiped out, if you please, to serve
what the President might consider to be a larger public interest.

Mr. RuTrENBERG. When have such things happened, Senator?
Senator MIuKIN. I am not ready to say; I am not ready to say that

any such thing has happened. But the evidence does not show that
there have been many escapes" before the President. I do not think
he has had any to consider. They get blocked up before they get there.

Mr. RUTTENBERO. I understand about half of the applications for
escape that have been filed have been upheld.
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Senator MILLIKIN. I do not believe that the question of whether it

has happened is a complete answer, unless you want to run this Gov-
ernment on a postmortem basis. When you make your contracts for
your workers, you are making them with some prevision, I would say
considerable prevision. We are supposed to do that around here. If
you are planning a business or planning a pay roll, the better assur-
ance that you have that you will continue to be in existence, the better r
business you can do.

At the present time, I am suggesting to you that, especially under V
the bill which you are recommending, there is no mandatory provision '

anywhere that any domestic industry shall be saved from serious in-
jury or the threat of it.

Mr. RUITrMFBERG. Of course, there was not any such mandatory pro-
vision in last year's bill, either.

Senator MILIOIN. No. That brings me exactly to what I was com-
ing to. The administration's viewpoint on the protection of American P
industry is sharply delineated by the very thing that you are talking tc
about. All we asked in the last bill, in the present law, was that if
the President does go below a peril point, that he state his reason.
They do not even want to state the reason for dong it. And it devel- sh
oped here in the hearings it is those five or six "buts" that I am telling at
you about. ti'

Mr. RUcrENBERG. Of course, I think the problem becomes a little A
more important than that. The administration, the best way to de- CIL
termine the reduction of tariffs is through negotiations, through round- ell
table discussions, as we would choose to call it in the labor movement, wa
through collective bargaining. Al

Now, under the present law, collective bargaining is done by exclud- wr
ing as a member of the collective-bargaining team for the United
States these very people, the Tariff Commission, whom you indicate age
are to set the peril points.

Would it not be far more advantageous for the sound collective- any
bargaining principles involved, to let the Tariff Commission deter- con.
mine, as it always has done anyway, what should be done and what dis
should not be done, and under their own understanding they have con.
never made public peril statements, but when they have come into Wh
past negotiations they have come in with analyses and studies which
the Federal Tariff Commission makes. undi

Now, those studies come in, but there is not a person on the Trade of I
Agreements Committee representing the Tariff Commission who can front
really talk intelligently about the Tariff Commission's point of view. can

The way to settle the problem, it seems to me, is around the collec- cons.
tive-bargaining table in advance of any public announcement. negc

Senator M IKm r. I respectfully suggest you are under an error Se
of fact. The role of the Tariff Commission, so far as providing the that
facts to other agencies of the Government, is not cut down one bit. ever

Mr. RurrENBERG. No not at all. Co1
Senator MLLiKiN. By the present law, not the slightest. The that

Tariff Commission is open for advice it is open for counsel, it is open of th
for anything but the affirmative act o# negotiation and participating in point
the making of the trade agreement. the r

Now, I suggest there is a very good reason for that. The Tariff If he
Commission is to report to Congress, which is separate from the execu-
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tive department. I suggest it is not sound governmental policy to be
having legislative agencies, or the agent of the legislative body, to be
mixing its functions and its authority in the performance of the exec-
utive duties.

Mr. RUTrENBERG. Yet where their functions have to do with the
same problem, we in the labor movement cannot help but feel that
the way to settle them is around the collective-bargaining table; and
not out in the open with the Tariff Commission declaring its peril
points, and the Trade Agreements Committee coming to a decision,
recommending to the President, and he accepts that decision, to reduce
the tariff below the peril point, and then you get a public discussion
between two Government agencies over the problem. You avoid that
by collective bargaining in advance.

Senator MILLIKIN. In the last analysis, I suggest there are two points
of fallacy in your suggestion. In the first place, if you believe in the
principle of safeguarding the domestic industry, the procedure prior
to the present act was weighted with all kinds of considerations of the
nature we have discussed, other than the safeguarding of the domestic
industry. Therefore, it was the theory of the present act that there
should be one agency, at least, to bring sharply to the President's
attention that so-called peril point. The other agencies still con-
tinued to act. They are looking after the exporters' interest, the
Army's and farmers' and consumer's interest, and they pass their con-
clusions to the President. He, in the last analysis, has all of those con-
clusions beforeh im, and he can pick any part of the showing that he
wants to make up his decision, and he can go below the peril point.
All he hast o do, to go below the peril point, is to say why. What is
wrong with that ?

Mr. RUTENBERG. It engages in confusion with another Government
agency, with an arm of the Congress.

Senator MILLKIN. There is no time the President disagrees with
any recommendation that is made to him that you do not have that
confusion. What of it? The President vetoes a bill. Thus he is
disagreeing with another agency of government, which adds to the
confusion. There is always at least some kind of a final decision.
What of it?

Mr. RUTTENBERG. In the negotiation of trade agreements, such mis-
understanding should be avoided, as the feelings that exist on behalf
of the country involved are very important to take into consideration
from the standpoint of foreign policy; and if that public discussion
can be kept out of the public print, that foreign country's position is
considerably improved in relation to the trade agreement being
negtiated.

Senator MMLIKIN. I would like to oppose that argument by stating
that the more public discussion, the better. I think that every worker,
everybody in this country, is entitled to know what is going on in
Congress and in the White House that bears on his pay envelope, and
that the more public discussion we have, the better. The President
of the United States comes out and says, "I have gone below this peril
point." It is not to be assumed that he goes below it capriciously, but
the people of the United States are entitled to know why he did it.
If he has some overriding public-welfare reason for doing it, he can

IIr,
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state if, and he will not have any trouble selling it to the American
people. But if he is disregarding his own pledge to see that no in-
dustry is injured, if he disregards that and is acting without reference
to it, in that case, and in that case only, I suggest, would there be
any embarrassment for him, and that would be very wholesome
embarrassment.

Mr. RurrEmNBEo. I still contend, and I repeat, that I think that it
is in the interest of the country as a whole, and in the interest of the
trade-agreements program, that the Tariff Commission be permitted
to be members of the Trade Agreement Committee, and that they fol-
low at that point the sound principles of collective bargaining to
determine what should or should not be the concession made to any
particular country.

Senator MiuLKIn. The trouble with that, if you agree that the
industry should be safeguarded, you are bargaining away the safe-
guard. That is the difficulty with that type of collective bargaining.
Otherwise, there would be unanimity on the Tariff Commission finding

-r point.
-Vthink I should ask you now, categorically, do you approve of

the standard which President Truman and President Roosevelt stated
in the letters to which I have referred, that no domestic industry
will be seriously injured?

Mr. RU=rENBFMG. Certainly I subscribe to that, and the statement
indicates that we do, the statement that I have read indicates that
we do subscribe to the general thesis that no industry should be mate-
rially affected by the program. If they are materially affected by it,
they have rights, prior to the negotiation of the reciprocal trade agree-
ments, by appearing before the Committee on Reciprocity Informa-
tion, and later in appearing before the trade agreements committee
of the Tariff Commission.

Senator MIruim. That brings us to the precise reason for the
present law. Despite your view of the matter that no domestic indus-
try should be materially injured, despite the declarations to which t
I have referred by the President and by State Department officials,
yet Mr. Clayton, Mr. Thorp, and all of the representatives of the State C
Department have said very frankly that that is not the exclusive
test; that that is mitigated or amended or changed by five or six
other factors. That is what happens in the collective bargaining.
Collective bargaining is just a dilution of that principle.

Mr. RUTFENBERO. "Materially affected," I think, is the significant g
concept involved.

Senator MrLLIKIN. "Seriously injured" are the words.
Mr. RUrTENBERG. I say "materially affected," that is the problem ir

involved. We have to certainly keep in mind that unless we can or
encourage imports into this country, we will not be able to establish re
sound governments abroad; because those governments abroad, unless
they can ship products to us, will not get the necessary exchange to
buy products from us which they vitally need. I think those are wi
imeOrtant considerations. th

senator Mia-mKIN. Would you limit that by saying that in the appli- the
cation of that principle, no domestic industry shall be seriously
Injured?

me.
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Mr. RuTENBERG. I think the question of "serious" is one which
bears some examination.

Senator MILLIKIN. Do you want me to read the letter?
Mr. RuTriBENG. I am familiar with the letter you refer to.
Senator MILLIKIN. The President did not say that. The Presi-

dent said "no domestic industry will be seriously injured or threatened
with serious injury."

Mr. RUTrENBERG. I think the operation of this program in the 14Y2
years in which it has been operating indicates that there has been
no major industry in America seriously affected by the trade-agree-
ments program.

Senator MILKIN. Let us assume that that is correct, for the pur-
poses of discussion. Let me ask you again, regarding this important
requirement to which you are referring, do you qualify that by say-
ing, "but that no domestic industry shall be seriously injured or
threatened with serious injury"? Do you qualify it to that extentI

Mr. RUrENBERG. Yes.
Senator MILLIKN. Then if you qualify it to that extent, then you

are in disagreement with the State Department and now with the
President. VLet me make that clear.

Mr. RurTENBERG. The Executive order, though, specifically says
"seriously threatened" or "seriously affected" or "threatened to be
seriously affected."

Senator M. I say that you are in disagreement with both the
President and the State Department, in that the President is now
supporting the present bill, which would permit him to avoid en-
tirely the "serious injury" rule, without even giving an accounting
or an explanation. That is the latest development of the Presi-
dential theory, and the State Department makes no bones about it
at all, that the "serious injury" test, to them, is qualified by a half
a dozen if's, but's, and maybe's.

Mr. RuTENBERG. The question you are raising is whether or not
there is inconsistency between paragraph 10 of Executive Order 1004
which sets forth the escape-clause principle, and the peril-point pro-
cedure of the Tariff Commission.

Senator MILLIKIN. What I am raising is whether there is incon-
sistency between Mr. Ruttenberg and Mr. Truman and Mr. Acheso ..--

Mr. RuTTENBERG. I don't think that is the important consideration.
Senator Mn.LuKIN. The reason I snapped at that, I thought, "For

goodness sake, we have a convert here."
Mr. RuTrENBERG. No, we don't: no, we don't. No.
Senator MrLLIKIN. I would remind you that there is something

in the Bible to the effect that the angels in heaven rejoice more over
one repentant sinner than over the ninety-nine who do not need
repentance.

Mr. RUTENBERG. I can understand that. But let me make my pci-
sition perfectly clear. Under the present law there is nothing which
will really determine whether an industry is seriously affected or
threatens to be seriously affected, except the peril-point principle of
the Tariff Commission.

Senator MuLIKIN. Yes.
Mr. RUTENBERG. On the other hand, in the reciprocal trade agree-

ments program, as it operated up until last year, and as proposed in
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H. R. 1211, you then revert back to the principle of the Executive
order, which also goverened during the peril-point procedure. There
again, it specifically states that there shall be an escape clause that
determines whether or not an industry is seriously affected or threatens
to be seriously affected, so I don't see any inconsistency between Presi-
dent Roosevelt's and President Truman's statements which you refer
to, that no industry will be seriously affected, and the Executive order
which determines the program.

Senator MILIKIN. Let me make it a little clearer. The President,
President Truman, said without any if s but's, and maybe's, "no domes-
tic industry is going to be seriously injured or threatened with serious
injury."

Mr. RuTFENBERO. And they set up this Executive order.
Senator MrLLKIN. No if's, but's and maybe's, that was the Presi-

dential assurance to Congress in connection with extensions of this act,
so it was not an off-the-cuff statement. It was not something where
honesty would permit a lot of mental reservation. It was supposed
to be an honest statement of a guiding principle, and several extensions
were given on those assurances.

We have before us a bill which has been recommended by the Presi-
dent, where he wants the right to go below the peril points; to injure
domestic industry and not even make an explanation. There is no
sense to his recommendation unless that is the purpose.

Mr. RUTrENBERG. The only thing I can say is that I just don't agree
with your position.

Senator MILLIKIN. And I want to bring to your attention again, Mr.
Ruttenberg, the reason we put that in, because the State Department
makes no bones at all that the test of "serious injury" or "threat of t
serious injury" to American industry is not the exclusive test; that
they modify, ameliorate, and mitigate it with half a dozen other tests.
That is why we put that in there, so that there would be one place that
would focus on this point of injury to domestic industry, and that ex
would go to the President, and everything else could go to the Presi- pr
dent; but if he went below that, he should make a simple explanation.

Mr. RUTTENBERG. It is pretty hard in advance for the Tariff Com- of
mission to determine what are peril points. They are not omniscient pr
in this, either, and that is why you have your Trade Agreements Corn- Cc
mittee. sa

Senator MILLIKIN. I agree with you, Mr. Ruttenberg, to that extent. giv
But if the President looks at their recommendations and, from the to
other information available to him or which he can get, he says, otf
"This is cockeyed, I will not follow it," all he has to do is to go to what-
ever point he wants to, within 50-percent limits, and make a simple the
explanation to the American people. And if he is right, they will by
sustain him. got

Mr. RUTWENBERO. I only say that, I think, can be done better around the
the collective-bargaining table, with the Trade Agreements Corn- set
mittee, of which the Tariff Commission is a member. had

Senator MILLIKIN. Since these other factors come into it, I suggest take
that that process merely dilutes that simple principle. You spoke of cisic
the element of time. You objected to the 1-year extension of the last poin
act on the ground-may I ask you what the ground was . I

Mr. RUTWENBERG. Well, you just don't negotiate trade agreements in an F
a period of a year. By the time ou get one negotiated it might take
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1 or 6 or 9 months, by which time the country might not want to
agree to it because there are only a few months left.

Senator MILLIKIN. When we passed the act in 1948, at that time
about half a dozen nations had signed up on the Geneva agreements.
Subsequent to that act, which was supposed to break the heart of the
world and bring reciprocal agreements to a complete stop, 22 out of
23 of the nations signed up; and, subsequent to that, 13 nations have
accepted invitations to negotiate in France in April.

Mr. RUTrENBERG. In the hope that the administration would, now
that the new administration had come in, extend the act.

Senator MiLIKIN. Yes; but the State Department said that they
will have those agreements concluded within a couple of months, be-
fore this act expires.

Mr. RuTrENBERG. You mean the April conference?
Senator MILLIKIN. Yes; they expect-the items are small, mostly

unimportant-they expect to have it finished within 2 months, which
is not a considerable time, but in ample time before the present act
expires.

Mr. RUTTENBERG. Yet there is a lot of planning; a lot of work and
time is involved in the planning for the conference, and you just don't
plan and schedule the conference and get it all done in a period of
2 or 3 months.

Senator MmLLIKIuN. I agree. That is being done right now.
Mr. RJTNBERG. That had to be done during the extent and life of

the trade-agreement authority.
Senator MrLLIKIN. That is right, but the Trade Agreement Act

under which you are operating did not prevent this. They are doing
that. They have invited the nations. They will meet in April, and
the State Department thinks they will finish in a couple of months.

The CHAIRMAN. As I understand your viewpoint, it is this: That
inasmuch as the organic act itself, and all of the renewals thereof
except the last-and the last, I believe, has the same provision in it--
provides that before concluding any trade agreement the President
is required to seek information from and advice from certain agencies
of Government, and the first one listed is the Tariff Commission, that
presumably the President will certainly listen to the advice of that
Commission; if the Commission should lay down a peril point and
say, "You must not go below this, in our judgment," he would certainly
give some consideration to it. But it also leaves open for the President
to seek the advice, the information from and advice of the various
other agencies of Government.

And you think that is reasonable assurance, at least, that whatever
the Tariff Commission itself might be able to give to the President
by way of advice and information would be more effective in the ne-
gotiating of a trade agreement than the device last y ear inserted in
the act, where the Commission itself was segregated, set aside, and
set apart. to find these peril points, although the President, of course,
had finally the same power and authority to seek information and
take the advice of other agencies of Government in reaching his de-
cision as to whether he would follow them and stay above those peril
points or go below them.

I also understand your position to be that when the President, by
an Executive order, provides for an escape from any one of these
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treaties if he finds serious injury resulting or threatened, that it must
be assumed that the President, whoever the President is, will act in

ood faith and exercise his authority and power if it is made to appear
at the escape clause should be invoked.
Mr. RUTrrENBERG. You have correctly summarized the position

which we take.
The CHAIMAN. Thank you very much for your appearance.
Mr. RUTFENBEm. Thank you very much. It was a pleasure to be

here.
(Tables 1 and 2 are as follows:)

TABLE 1.-The Economic Report of the President to Congress, January 1948 (p.
134, as revised to date) gave these figures

Exports as percent of total
production

1939 1946 1947

Agricultural machinery and implements ---------------------------------- 16.6 16.0 21.2
Chemicals and related products ------------------------------------------ 5.3 6.1 (1)
Bituminous coal --------------------------------------------------------- 3.0 7.7 11.1
Electrical machinery and apparatus ------------------------------------- 6. 9 6.8 7.7
Fr t ----------------------------- -..... --.....------------------------------. 7 19.5 19.0
L u m ber ---------------------------------------------------------- - 4.4 2.1 4.5
Motortrucks ------------------------------------------------------------ 21.4 19.7 20.3
Passenger cars ---------------------------------------------- 5.3 6.7 7.3
Rolled-steel products------------------------------------------7.2 9.8 10.5

1 Not available.

TABLE No. 2.-Dmployment attributable to exports from the United States, by
industry group, 1939, and January-June 1947

Percent of
employees in

Number of employees (in thousands) in nonagricul-
nonagricultural establishmentsI l shments d-

pendent upon
exports

Industry 1939 First half 1947

Do- Dependent upon First S,
pend- exports 1939 half

Total ent Total 1947
upon

ex- Total Di- Indi-
ports T rectly rectly

All groups ---------------------------- 30, 288 944 41,963 Z364 1,189 1,175 3.1 5.6 sir

Food, tobacco, and kindred products ------- 1,258 29 1,610 59 50 9 2.3 3.7
Iron mines, steel works, and rolling mills - 483 53 665 131 67 64 10.9 19.7
Iron and steel products$ -------------------- 600 38 1,054 113 54 60 6.3 10.7 1
Electrical machinery ----------------------- 425 30 909 105 91 14 7.2 11.5 e
Machinery, except electrical ------------- 777 92 1,570 246 221 25 11.9 15.7
Motor vehicles --------------------------- 40 44 955 133 124 8 9.3 1.39
Transportation equipment, except motor

vehicles ---------------------------------- 241 26 636 61 58 3 10.7 9.6 YOU
Nonferrous metal and their products ------- 267 38 423 61 23 38 14.4 14.5
Nonmetallic minerals and their products 1.._ 439 21 610 47 30 17 4.7 7.7
Petroleum production and refining- - - -295 32 382 34 19 15 11.0 8.8 pres
Coal mining and manufactured solidfuel.. 504 39 505 94 58 35 7.7 18.5
Manufactured gas and electrical power ...... 432 13 458 22 ------- 22 3.0 4.7
Chemicals ---------------------------------- 445 38 753 84 57 28 8.5 11.2 T
Lumber and furniture ---------------------- 850 35 1,203 75 37 38 4.2 6.2 Ufac

Footnotes at end of table. The
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TABLE No. 2.-Employment attributable to exports from the United States, by
industry group, 1939, and January-June 1947-Continued

Percent of
employees innonagricul-

Number of employees (in thousands) in tual estab-nonagricultural establishments I lishments de-

pendent upon
exports

Industry 1939 First half 1947

Do- Dependent upon First
pend- exports 1939 half

Total ent Total 1947
upon

ex- Ttal Di- Indi-
ports 2 rectly rectly

Wood pulp, paper, printing and publishing.. 893 29 1,165 65 27 38 3.2 5.6
Textiles and apparel ------------------------ 2,129 55 2,569 242 187 54 2.6 9.4
Leather and leather products --------------- 383 10 396 19 17 3 2.7 4.9
Rubber ------------------------------------- 150 12 286 42 23 19 7.7 14.7
All other manufacturing 7 ------------------- 432 20 695 61 48 13 4.5 8.8
Construction ------------------------ 1,150 -----.- 1,605 -------...---------------------
Transportation ----------------------------- 1,984 133 2,699 266 ------- 266 6.7 9.8
Trade -------------------------------------- 6,614 114 8,439 295 ------- 295 1.7 3.5
Business and personal services A ----------- 5,215 44 7,088 109 ------- 109 .8 1.5
Government, Federal, State, and local ----- 3,857 1 5,289 2 ------- 2 (') ()

I Totals do not in all cases add exactly because of rounding.
'The estimates shown here are revisions of those published in the Monthly Labor Review, July 1945.
'Includes iron and steel foundry products and iron products not produced in the blast furnaces and steel

works and rolling mills industry.4 Includes agricultural machinery, tractors, engines and turbines, machine tools and accessories, heating
equipment, merchandising and service machines, industrial equipment, and household equipment.

& Includes noliferrous metal mining.
' Includes nonmetallic mineral mining.
7 Includes products such as professional and scientific instruments, clocks and watches, jewelry, photo-

graphic apparatus, optical instruments and ophthalmic goods, surgical and medical instruments and sup-
plies, etc.

I Includes communications, finance, and services.
I Less than one-tenth of I percent.

Source: U. S. Department of Labor, Monthly Labor Review, December 1947. (Article by Mr. Marvin
Roffenberg).

The CHAIRMAN. Mr. Parker, will you come around, please, and we
will see whether we will have time to finish with your testimony.

STATEMENT OF LEWIS R. PARKER, EXECUTIVE VICE PRESIDENT,
ALBANY FELT CO., ALBANY, N. Y., APPEARING ON BEHALF OF
THE WOVEN-WOOLEN FELT INDUSTRY

Mr. PARKER. I have tried to make my statement comparatively brief,
.6 sir.

The CHAIRMAN. How long is your statement I
9. 7 Mr. PARKER. It should not take me over 5 minutes to give my state-

ment.
15.7 The CHAIRMAN. Suppose you proceed with the statement. Give

9 your name, and for whom you appear, to the reporter.
14.5 Mr. PARKER. My name is Lewis R. Parker. I am the executive vice

s~g president of the Albany Felt Co. of Albany, N. Y., and I appear before
18.5 this committee on behalf of the woven-woolen felt industry.

The woven-woolen felt industry consists of 12 companies which man-
6.2 ufacture all of the woven-woolen felts produced in the United States.

The principal use of these felts is in the manufacture of paper, and
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these felts are absolutely essential to the production of pulp, paper,
paperboard, and a great number of similar products.

The woven-woolen felt industry in the United States is about 100
years old. It has a gross annual output of $17,500,000 and employs
more than 3,500 persons, most of whom are highly trained. Woven-
woolen felt mills are located in New York, Maine, Ohio, Pennsylvania,
Massachusetts, Wisconsin, and New Jersey.

This industry has, in the best American industrial tradition, con-
tributed its full share to increasing the American standard of living e
by paying the highest wages in textile industry throughout the world,
by offering the steadiest employment in the textile industry, by de- f
veloping a highly skilled and remarkably stable labor force and bymaintaining throughout its long history relatively peaceful labor-

management relations as a result of free collective bargaining. ti
Senator MmLKIuN. What products are made out of woven-woolen di

feltI
Mr. PARKER. Mainly, these are endless felts that are used on paper- ft

making machinery. They are also used on other types of machines.
In this industry labor constitutes an extraordinarily high percentage fe

of the total manufacturing cost-labor which must, for the most part,
be highly skilled. I think the committee may get some conception of pe
the difference between the production of felts and ordinary textiles if the
it realizes that looms for the manufacture of woven felt may be as In
wide as 48 feet, whereas the average of looms in the textile industry
varies from 36 to 92 inches. cas

Senator MILLIKIN. How many people would work on th se looms? the
Mr. PARKER. Always one, and sometimes two, depending on the era,

coarseness. We have woven fabrics that are wider than the length of one

this room, by weaving them double. the
In the woven-felt industry the great variation in the specifications thrc

of felt and the elaborate quality control which must be maintained to T
meet exceptionally fine tolerances necessitate the retention of an ex- fast
traordinarily large factor of hand work. Felts must be tailored to since
individual paper-making machines which vary greatly in size, speed, cour.
and other specifications. In fact, they are seldom interchangeable as whic
between machines. The degree of specialization is shown by the fact and
that felts range in width from 20 to 300 inches; in length from 3 to 235 indu.
feet, and in finished weight from 1 to 23 ounces per square foot. Auto- I
matic looms, which are used almost universally throughout the textile I kf(
industry, cannot be adapted to the manufacture of paper makers' felts emnl

because of the extraordinary width of the looms, the short runs and the suffer
wide diversification of product. In many instances it takes as much tion,
time to set up a loom as to weave the felt. This limits the use not only end c
of automatic looms but also of machine methods in preparing and fit to
finishing. stron

Senator MILLiKiN. Do you adjust the size of the loom to the par- Trade
ticular job? lrnum

Mr. PARKER. Yes, sir. And two paper machines producing almost we
identical products and supposedly the same size, may very easily use In 1R
a different size of felt. woven

What does this mean in terms of competition with foreign pro- that in
ducers? It means that mechanization, which has been the great genius Ther
of American industry, cannot compensate in this industry for the the po
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tremendous disparities in the standard of living and the standard of
wages as between American workers and foreign workers. In fact,
careful studies which we have made of felt production, both here and
abroad, have led us to conclude that the output per man-hour of
foreign felt mills is substantially the same as in the United States.

Under these conditions the tariff must be maintained if the United
States industry is to live. I can remember the time when United
States manufactured felts were sold throughout the world, and the
export trade absorbed a substantial part of the production of the
American mills. As high-speed paper making was introduced abroad,
felt mills were established in Sweden, Finland, Germany, France,
Argentina, Brazil, and Japan. United States felt manufacturers were
driven in retreat from the world market and were saved from ex-
tinction in the domestic market only by a tariff which mitigated the
disparity in wage costs. But the tariff policy which has been pursued
by this Government since the adoption of the Reciprocal Trade Agree-
ments Act in 1933 threatens to drive American manufacturers even
from the domestic market and to destroy completely the woven woolen
felt industry in the United States.

This, gentlemen, is not an exaggeration. On June 5, 1945, I ap-
peared before this committee in opposition to the 1945 extension of
the trade agreements legislation. On that day I listened to the testi-
mony of Mr. Walter Cenerazzo, national president of the American
Watchmakers Union, who presented what I thought was a conclusive
case against the tariff reductions in the watchmaking industry. I urge
the members of the committee to reread the testimony that Mr. Cen-
erazzo gave that day. for we are now witnessing the sad spectacle of
one of the largest, oldest, and finest of the American watchmakers,
the Waltham Watch Co.. faced with what amounts to be bankruptcy
through foreign competition.

The postwar consequences of an unwise tariff policy have been felt
faster in the watchmaking industry than in the woven felt industry,
since the center of foreign watch production is Switzerland, a neutral
country not affected by the war. But as soon as the war-torn countries
which are the principal felt producers replenish their domestic stocks
and begin the export drive they are planning, the American felt
industry can be destroyed by further tariff reductions.

I appear here this afternoon in opposition to H. R. 1211 because
I know this committee does not wish to further bankruptcy and un-
employment. The woven woolen felt industry believes that it has
suffered enough damage as a result of the trade agreements legisla-
tion, and that that legislation should be permitted to expire at the
end of the present fiscal year. However, if this committee does see
fit to recommend the extension of trade agreements legislation, we
strongly urge that it insist upon the safeguards contained in the

.Trade Agreements Extension Act of 1948 which constitute the min-
imum measure of protection to American interests.

We know well what happens when those safeguards do not exist.
In 1945, in the trade agreement with Sweden, the ad valorem duty on
woven woolen felts was cut 50 percent-a greater general cut than
that imposed upon any other part of the woolen industry.

Thereafter, in December 1946, the industry was again faced with
the possibility of further tariff cuts. At that time the problem was

645
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given careful study not only by management but also by the labor
groups within the industry, and a combined statement was submitted
under oath on behalf not only of management but by a local union
of the CIO as well as local unions of the AFL. Mr. John Hoda, an
official of the United Textile Workers of America, an AFL union,
appeared and gave most persuasive testimony in opposition to tariff
reductions before the Committee on Reciprocity Information.

The combined statement of labor and management, a copy of which
I have here, as well as the oral testimony of Mr. Hoda, were of no
avail.

The negotiators at Geneva proceeded with an additional cut, thus
bringing about under the reciprocal trade agreements program a total
cut in tie tariff on most felts from a level of 60 percent to a mere 20
percent.

We are satisfied that tariff reductions on woven woolen felts have
reached or surpassed the peril point and that under present legislation
the Tariff Commission would so find. But if the Congress enacts
H. R. 1211 in the form in which it now appears before this committee,
the fate of the woven woolen felt industry will depend solely upon the
whim of the officials who are charged with the negotiation of new trade
agreements. Those officials have already shown beyond all shadow
of doubt that the destruction of a 100-year-old industry or the unem-
ployment of 3,500 trained and skilled workers are matters of trifling
consequence in relation to the grandiose political and economic objec-
tives which bemuse and preoccupy them.

I ask leave of this committee to extend my remarks in the record.
The CHAMMAN. You may do so. You may extend your remarks as

you wish in the record, and if you are prepared to do so, you may
give it to the reporter now.

Mr. PARKER. I have done so, sir.
(The statement referred to is as follows:)

EXTENSION OF STATEMENT SUBMITrID TO THE SENATE COMMITTEE ON FINANCE ON
BEALr OF THE WOVEN WOOLEN FELT INDUSTRY IN OPPOSITION TO H. R. 1211

FEBRUARY 22, 1949.
CHAIRMAN,

Senate Finance Committee,
Washington, D. 0.

DrAz M& CmAiimAN: This statement is submitted in amplification of my
testimony on behalf of the woven-woolen felt industry of the United States in
opposition to H. R. 1211.

The woven woolen felt industry consists of 11 companies which manufacture
all of the woven woolen felts produced In the United States. The principal use
of these felts is in the manufacture of paper, and a large proportion of the tr
felts is sold to domestic paper producers. The industry has a gross annual tr
output of approximately $17,500,000, Is geographically distributed over the eastern
and middle western sections of the United States, and employs approximately I
3,500 persons. to

The woven woolen felt industry has appeared before this committee in past
years In opposition to extensions of trade-agreements legislation. The industry
has not changed its views; it believes that trade-agreements legislation should r
not be extended but should be permitted to expire at the end of the present fiscal
year. However, if this committee does see fit to recommend the extension of Cl
trade-agreements legislation, the industry strongly urges that, as a minimum Coi
measure of protection for American interests, it insists on the retention of the Coi
safeguards contained in the Trade Agreements Extension Act of 1948 (Public Law rec
792, 80th Cong.) and further that it limit any extension to 1 year. son
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The bill now before this committee contemplates two fundamental changes in
existing legislation as embodied in the Trade Agreements Extension Act of 1948.
It amends section 350 (a) of the Tariff Act of 1930, as amended, by deleting most
of the standards for the guidance of the President in the administration of the
law, and it eliminates the functions of the Tariff Commission in the determination
of peril points for the protection of the American domestic industry. These two
changes will be separately considered.

PROPOSED MODIFICATION OF SECTION 350 (A) OF THE TRADE AGREEMENTS ACT

The Trade Agreements Act has provided, since its original enactment in 1934,
that the President shall exercise the powers provided under the act "for the pur-
pose of expanding foreign markets for the products of the United States (as a
means of assisting in the present emergency in restoring the American standard
of living, in overcoming domestic unemploinent and the present economic depres-
sion, in increasing the purchasing power of the American public, and in estab-
lishing and maintaining a better relationship among various branches of Ameri-
can agriculture, industry, mining, and commerce)."

The bill now before this committee proposes the deletion of the italicized words.
The effect of this deletion is to change completely the purposes which the Presi-
dent is to seek to accomplish in administering the law. As is clear from a reading
of the above provision, the ultimate objective of the trade-agreements legislation
was the furtherance of the American standard of living and the increase in the
purchasing power of the American public. This objective was to be attained
through the expansion of foreign markets, but the expansion of foreign markets
was regarded as a means of accomplishing this ultimate objective and not as an
end in itself. The elimination of the italicized words makes the expansion of
foreign markets the sole objective of the legislation, qualified only by the provi-
sion that it is to be considered "a means of assisting * * * in establishing and
maintaining a better relationship among various branches of American agricul-
ture, industry, mining, and commerce." Under the bill as now drafted, the Presi-
dent may enter into agreements solely for the purpose of expanding foreign
markets even though such agreements result in the practical destruction of exist-
ing domestic markets, with a consequent impairment of the American standard
of living and a depletion of the purchasing power of the American public.

Such a construction is by no means fanciful when read in the context of the
other provisions of the bill which eliminate the duties of the Tariff Commission
in protecting American industry. Read as a whole, the bill carries the clear
implication that the framers of the legislation consider the expansion of foreign
markets to be all that matters and that the President in administering the bill
should not concern himself with the fate of American industry or the welfare
of the American people. This is the spirit which the State Department has
manifested all too much in past trade-agreements negotiations. It should not
be given congressional sanction.

PROPOSED ELIMINATION OF THE FACT-FINDING FUNCTIONS OF THE TARIFF COMMISSION

The existing legislation provides that the Tariff Commission must determine
so-called peril-points beyond which tariff reductions will Injure or have injured
specific American industries and that, if the President disregards these peril-
points, he must explain to Congress the reasons for his action or nonaction.

This provision was inserted to prevent overzealous officials from committing
the United States to agreements which would seriously damage American indus-
try and to provide a means of rectifying the damage already done by such agree-
ments. In enacting this provision Congress recognized that officials preoccupied
with broad political or economic objectives are not unprejudiced judges as to
what might Injure American Industry. The determination as to probable injury
to American industry Is a difficult economic question, which can be safely deter-
mined only when divorced from theoretical conceptions of international free
trade.

The Congress of the United States has wisely provided in the existing legisla-
tion that the responsibility for this determination be entrusted to the Tariff
Commission, the one agency of the Government which has, over the years, been
concerned with the effects of tariffs on American business and which has only
recently completed a study of the effects on American industry of the tariffs on
some 3,000 items.
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The present legislation has been in effect but 7 months and those opposing
its provisions have made absolutely no showing that *he procedural require-
ments of the 1948 act are either onerous or unworkable. In seeking to eliminate
these provisions they are moved by a fear of facts-a fear that if the truth is
objectively found by an impartial body the negotiators of International trade
agreements will be seriously inhibited. What other interpretation can be given
to the urgency of their opposition? The present legislation does not prevent the
President from acting in disregard of the findings of the Tariff Commission; it
merely provides that when he does so he must advise Congress. The proponents
of the bill now before this committee seek to prevent the facts from being brought
to the attention of Congress, apparently in the belief that if Congress is not
made acquainted with the facts the negotiators of trade agreements will have
a fine free hand to achieve the objectives in which they believe-the expansion of
foreign markets irrespective of its effect on American industry.

Under earlier legislation the negotiators of trade agreements have had and
have exercised this fine free hand. Nowhere is this better shown than in the
case of the woven-woolen felt industry. In 1935, acting under the law existing
prior to the 1948 amendment, the administration reduced ad valorem duties on
woven-woolen felts by approximately 50 percent. But this did not satisfy them.
When in 1946 the administration announced its intention to negotiate further
reductions In felt tariffs, both management and labor in the woven-woolen felt
Industry united in presenting to the interdepartmental committee a compre-
hensive statement of the facts which showed that a further reduction would
cause certain and irreparable damage to the American domestic industry. The
officials charged with the negotiations at Geneva in 1947 acted in complete dis-
regard of this statement, a copy of which is attached as an exhibit to this letter.
The result was a further series of reductions in felt tariffs of approximately 25
percent. The effects of these reductions are just beginning to be felt, and the
future of the domestic industry is in great peril.

(ONCLUSI,)N

The proponents of H. R. 1211 not only wish to keep the facts from Congress,
they also seek to deprive Congress of the opportunity to scrutinize their activities
by an annual reconsideration of the legislation itself. In the opinion of the
woven woolen felt industry, this is merely a confirmatory Indication of the in-
tention which animates this bill-an intention to destroy the whole structure of
American tariffs through trade-agreements negotiations without being inhibited
by considerations of the national economy.

Last year Congress wisely limited the extension of the trade-agreements legis-
latiom to 1 year, knowing that economic conditions are not static phenomena
and that the sound development of the American economy requires a flexible
rather than a doctrinaire approach to economic problems.

A doctrinaire approach has, from the beginning, characterized the proponents s
of the trade-agreements program, although economists have long recognized
that a tariff policy which might have a legitimate purpose in a time of shortages
could be wholly detructive in a period of deflation. What the next 3 years
will hold for the American economy only the prescient or the doctrinaire is p
willing to predict. It is worth noting, however, that the most reliable economic
opinion is not prepared to rule out the possibility of a major deflation with the be
concomitant contraction of the American domestic market, and some reputable
economists are presently predicting an unemployment exceeding 3 . million
during the coming year.

The woven woolen felt industry does not know what the level of American
business activity will be during the next 3 years or even during the coming year.
The industry does urge, however, that Congress recognize the possibility of
changing conditions and not give additional life to the trade-agreements pro- th
grain for a period greater than 1 year. A 3-year extension would represent
on the part of Congress an abdication of its responsibility toward American
business and American economic interests for a period extending well beyond
the prophetic capacities of responsible men, in

Respectfully submitted. corLEwis R. PARKE.R,

Chairman, Wovcn Wool Felt Industry Tariff Committce. to
Senator MIIKIwiN. Do you export any of your product?
Mr. PARKER. During the war and shortly afterward, we did export

some. At the present time we have exported a little to countries like
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Korea, which are under the jurisdiction of the United States, but as
far as our export market goes, it has almost disappeared.

When I first went with our particular organization in 1928, we had
a big business with China. Japan, Finland, Sweden. some with Eng-
laud, some with Canada, Norway, and other countries. That has gone
by the board.

Senator MiLUIKIN. What percentage of the product that you make
comes into this country via imports?

Mr. PARKER. At the present time, due to the shut-down of mills in
Germany and other European producing countries, there are very few
imports.

I look on this in the same way that I would if I had fire insurance
on my house for a good many years, although thus far it has not burned
down. But I do know the prices at which felts are being sold in the
export market, which precludes our competing with them; and I know
that under this reduction from 60 to 20 percent, which is almost the
biggest reduction that I have heard in listening to the testimony today
or in investigating previous testimony, I believe it is an undue re-
duction.

Senator MILLIKIN. You believe that the present rate is inadequate
for your protection?

Mr. PARKER. I believe that no rate at the present time could be
said-let me correct that-I believe that the production abroad at
the moment is not adequate to threaten the domestic industry. I feel
sure that within a year or less than a year, that will not be true, and
that we will be threatened. I have seen it happen in the few other
sidelines that we manufacture.

Senator MiLuK . Do you have any factual basis for your fear as
far as costs of your foreign competitors are concerned, or anything of
that kind?

Mr. PARKFR. Well, I do know this: In 1946, we made the following
statement, which is about three-quarters of a page long, before the
Committee on Igeciprocity Information:

All available figures for the European woven-felt industry are on a basis of
wages per hour, and it has been impossible to obtain from any source statistics
showing the wage cost per pound. However, since it has been shown that in
this industry, productivity per man-hour is roughly the same in Europe and the
United States, and approximately labor cost per pound for France can be cal-
culated at 26.5 cents, and for the United Kingdopi at 26.4 cents, from this com-
putation it would appear that the disadvantage In wage cost per pound of felt as
between the United States industry and that of France is 55.9 cents: and as
between the United States industry and that of Great Britain is 56 cents.

Senator MIMLIKIN. Is there any machinery available to you that is
not available to the foreign competition?

Mr. PARKE. No, sir. If one man runs a big loom, he runs it the
same way in Europe as he does here. In fact, when I first went into
this industry, nearly all of the big looms were imported from Germany.
It is only in the last 18 years that any have been developed over here.

Senator MIiuKIN. Would it follow from what you have said that
in the rehabilitation of this business over in Europe, that they would
come up with the latest in that machinery?

Mr. PARKER. I would think so. It would be very expensive for us
to replace a loom, because many of them cost as much as $40,000 and
$50,000 for one unit.

86697-49-pt. 1-42
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Senator MILLIKIN. That would add to your competitive disad-
vantage?

Mr. PARKER. Yes.
The CHAnMAN. Are there any further questions ?
Senator MLLIKiw. Could I ask one more question?
I did not get clearly just how your product is used. I understood

you to say felts. Then you made several references to the paper in-
dustry. Is the use of the belt limited to the paper industry?

Mr. PARKER. That is the largest use, Senator. When paper is first
produced or pulp is produced, it is largely 3 percent, roughly 3 percent
fiber and 95 percent water. As the sheet is being formed, it has to
have some conveyor to carry it. Otherwise, it would disintegrate.
Generally it is poured out on a moving screen or collected on a screen
cylinder. It is then carried by endless belts, of the sizes that I have
given you, between squeeze rollers and between suction rolls, so that
the water is gradually taken out of the paper until it has reached the
point where it can carry itself.

It is really something without which a paper machine cannot
operate.

Senator MILLIKIN. What type of wool do you use in making that?
Mr. PARKER. We used to use larkely domestic wool, about 80 percent

of domestic wool, but due to the fact that the coarser types of wool-
we use, frankly, wools from 36"s up to 75's and 76's, the whole range,
practically.

Senator MiLLIKIN. Do any of your competitors abroad have an ad-
vantage on the wool market?

Mr. PARKER. Yes, sir; I think those who can buy in the sterling
area and then sell in the dollar area definitely have, on the wool
market, about a 25 percent advantage. (

Senator MILKIuN. That is somewhat under the control of cartels,
also, is it not?

Mr. PARKER. I think so.
Senator MILLIKIN. Thank you.
The CHAIRMAw. Thank you very much for your appearance.
Mr. PARKER. I had the privilege of appearing here several years

ago, and I want to thank you again for your courtesy.
The CHAIRMAN. We were very glad to hear you, sir.
The next witness is Mr. JosephFrancis. in
Mr. FRANCIS. I see the hour is late, and I am prepared to stay over sy

until tomorrow. If there are some other witnesses that would like to in
go on now, it would be satisfactory to me. U

The CHAIRMAN. I do not know of any other witnesses, Mr. Francis, in

except the ones that are on one particular subject, listed today. Is le
yours a lengthy presentation? Re

Mr. FRANCIS. It will take about 20 minutes, Mr. Chairman, and
I would not press the issue had it not been for the fact that I was Acwhiq

snowbound in Wyoming and we could not appear before the House the
Ways and Means Committee. At the suggestion of the chairman 0th(
over there-we got in late--he asked us to carry our testimony over to effe
hiere, that is, to your committee. So we wod like to present it as 1out
wee, hat it youpar coithute. oeou lketon it a.StU
we have it prepared without briefing it any more. this

The CHAIRMAN. Yes, sir. You may proceed.
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Would you rather go over until tomorrow morning?
Mr. FnANCIS. I am rather tired: I don't want to impose on you,

Mr. Chairman. I know you have been very patient.
The CHAIRMAN. I am just trying to get your viewpoint. What is

your particular industry?
Mr. FRANCIS. I am representing, Mr. Chairman, about 8,000 mink

and fox breeders in the United States, and we have a very serious
problem confronting us with the issue before this committee. I think
that the testimony is very important in regard to the passage of
this law.

This is the first time, Mr. Chairman, in 20 years that we have ever
appeared before your committee, and like I say, I don't want to insist
on a lengthy statement while you are tired, and while it is late, and I
know that we are pressed for time. But in view of the fact that there
is nothing in the record concerning the effects of the reciprocal trade
program on this industry, I feel that it should be seriously considered
by the committee, and we should not limit further our points that we
have to present to you.

The CHAIMAN. It is 5: 30, and we will let you go over until morn-
ing, since you can do so without inconvenience.

Mr. FRANCIS. Thank you.
The CHAIRMAN. I thought perhaps you wished to get away tonight.
Mr. FRANCIS. Thank you kindly.
Senator MILLIKIN. I have some communications here, one from the

National Federation of Textiles, Inc. I would like permission to
have that placed in the record. Also one from the Women's Patriotic
Conference on National Defense. I would like to have that placed
in the record. And one from the National Council of Farmer Co-
operatives. I would like to have that placed in the record.

The CHAIRMAN. Yes; that will be done.
(The matter referred to is as follows:)

THE NATIONAL FEDERATION OF TEXTILES, INC.,
New York 16, N. Y., February 18, 1949.

Hon. EUGENE D. MILLIKIN,
Committee on FPnance, United Statee Senate,

Wasahington, D. C.
DEA SENATOR MILLIKIN : The members of the National Federation of Textiles,

Inc., are vitally concerned with the effect of foreign competition on their opera-
tions In the manufacture of textile fabrics, particularly those of rayon and
synthetic fibers. The membership of our organization comprises mills represent-
ing about 75 percent of the manufacturing capacity for this type of fabric in the
United States. We respectfully request your consideration of our point of view
in connection with the hearings which the Senate Finance Committee is holding
on this subject. Those views are covered in the enclosed statement, which was
filed on January 28, 1949, with the Committee on Ways and Means of the House of
Representatives.

We sincerely believe that the present form of the Reciprocal Trade Agreements
Act is workable and fair to all In the carrying out of that program. At a time
when the textile industry is faced with prospects of decreased public demand in
the United States, and increased export plans of the older textile industries of
other countries, we feel it is most important that the salient economic facts as to
effects on employment in this country of all foreign competition should be brought
out in the open. The present provisions for the United States Tariff Commission
studies on all proposed negotiations are an assurance to American industry in
this respect.

Very sincerely yours,
IRENE BLUNT, Secretary.
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STATEMENT PRESENTED BY THE TARIFF COMMITTEE OF THE NATIONAL FEDERATION
OF TEXTILES, INC., NEW YORK 16, N. Y. RE OPPOSITION TO SOME PROVISIONS OF
H. R. 1211 ON RENEWAL OF RECIPROCAL TRADE AGREEMENT SECTION 350 OF THE
TARIFF ACT OF 1930

The National Federation of Textiles, Inc., Is a trade association, established
in 1872, the regular members of which are the manufacturers of broad woven
fabrics made of rayon and other synthetic fibers, of silk and of combinations of
those fibers with cotton, wool, etc. The associate members are those whose
products or processes are used in the manufacture or distribution of the fabrics
made by the manufacturing members.

One hundred are manufacturing companies owning 214 plants in 142 commu-
nities, located in large and small towns from Maine to Georgia, along the eastern
seaboard. They represent about 75 percent of the rayon and silk fabric industry,
which employs, according to the most recent statistics available of the United
States Department of Labor, 122,400 people earning at the rate of an annual pay
roll of $312,700,000.

The products of our industry are among the most popular items subjected to
the provisions of the Reciprocal Trade Agreements Act. The textile industry is
world-wide. The industry in the United States is the outgrowth of knowledge
originally gained in other countries and carried to this country by men who
sought the freedom of opportunity in the United States in applying that knowl-
edge. Because of the essential character of all forms of textiles, and the fact
that the means of manufacture are not difficult to procure in any country which
has made the slightest attempt at Industrialization, textiles are seemingly one
of the most common items in requests for concessions from other countries.

We have, therefore, been vitally interested in the administration of the recipro-
cal trade agreements program since its inception in 1934. Previous to that year
changes in rates of duty to permit importation of textiles into this country were
made the subject of open discussion in hearings before the Ways and Means
Con mittee on any proposed tariff bill. It was possibl, to debate, openly and
factually, the relative merits of all claimants. The services oi the United States
Tariff Commission were employed importantly and extensively in preparing
nonpartisan analyses of facts as to imports and exports, costs of production both
here and abroad, and other salient information bearing on the cases.

In that period quotas and exchange concessions were widely employed by other
countries to circumvent the simple single rate duty policy of the United States.
American manufacturers found themselves facing increasing imports from such
countries as Germany and Japan, and unable to export because of the complicated
trading concessions given by those same countries to others than the United States.
It was then that the original Reciprocal Trade Agreements Act was passed on the
very plausible ground that United States industry should be given the opportunity
to trade across the board of import and export regulations that were being prac-
ticed elsewhere in the world. Thus, contended supporters of the legislation,
American industry would be able to export Its surplus of production, then stagnat-
ing in the markets of the depression. At the same time no trades would be made,
it was said, without careful consideration of American domestic interests, and the
President stated that the authority to be exercised "must be carefully weighed in
the light of the latest information so as to give assurance that no sound and
important American interest will be injuriously disturbed," for "the adjustment
of our foreign trade relations must rest on the premise of undertaking to benefit
and not to injure such interests."

The majority report of the Ways and Means Committee in behalf of the act
attributed the depression to shrinkage of world trade, but a little heeded minority
report raised a question that may have pointed a truer reason. The minority
report pointed out that the value of the export trade to the American economy
had been exaggerated. In 1929, the last year of predepression prosperity, export
trade accounted for only one-seventeenth of the national Income; and it might
have been pointed out, too, that the industries which were considered to be among
the worst affected during the depression (textiles was one of them) were among
those which would be most immediately affected by competition with the low-cost
production of other countries.

As negotiations under the new legislation proceeded, it was quickly learned e
by those industries used as pawns in the trading, our own textile industry, for it
example, that contrary to previous years, there would be no opportunity for open
discussion as to what concessions were to be made and what effect the changes c

e
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would have on domestic industry. Notices would be given that negotiations were
to be made, but nothing said as to what they were to be; only the names of the
countries and the general tariff classifications of items were mentioned. The
names of the countries meant nothing under the most-favored-nation policy
where any concessions made were equally applicable to other countries, even
though they might not have been in the original negotiation. The general tariff
classifications were too broad to make intelligent action possibly by industry.
Worst of all, there was no information supplied as to what the exact changes
were to be, nor what concessions were being given the United States by other
countries, in exchange.

This star chamber proceeding was out of character with the American way of
handling such affairs. It was to be expected that industries chosen for the
sacrifice would fight for their existence. That had been done before with greater
or less success, considering the various tariff schedules adopted in this country
since the Civil War. But at least the industries had previously had a chance to
wage their fight against known conditions. Under the original reciprocal-trade
agreement procedure, that opportunity was actually denied them, in spite of the
mockery of a State Department hearing.

It was with that experience in mind that this federation, on behalf of its mem-
bers, urged before your committee, on May 11, 1945, that if the policy of interna-
tional trade bargaining were to be continued, it should be subject to administra-
tive procedure which would mean open investigation, and open consideration of
what bargains were being entered upon. We recorpmended strongly the former
practice of having the United States Tariff Commission conduct non-partisan
studies to determine the relative merits of the case, and that, finally, any bar-
gaining agreement be subject to review by Congress, the only legal negotiators
of treaties under the Constitution, and the body specifically named in section
8 of the Constitution to fix duties and regulate commerce with foreign nations.

We were, therefore, very encouraged last year to see that Congress had voted to
give the Tariff Commission a clearer, more authoritative status in respect to fu-
ture agreements: but we are now equally discouraged to find that Congress is
being asked, in H. R. 1211, to reverse its position and not only repeal the Trade
Agreements Act of 1948, but also to eliminate even the slight consideration given
in the original 1934 act that "before concluding such agreement the President
shall seek information and advice with respect thereto from the United States
Tariff Commission, from the Departments of State, Agriculture. and Commerce,
from the National Military Establishment, and from such other sources as he may
deem appropriate."

From this proposal we infer that the President now desires to eliminate from
fact-finding those agencies, except the State Department, most experienced in
presenting facts. It is the State Department which has acted as the President's
agent in all of these negotiations. It is the State Department, primarily experi-
enced In questions of political expediency and not economic considerations, which
assumes the role of leader in all negotiations.

The Tariff Commission, on the other hand, has demonstrated many times its
ability to gather detailed data and analyze It Impartially. It is only since the
Tariff Commission has made public its studies of various industries of the United
States and their history in world trade that we have had available to us data
which would even serve as a basis for discussion. In our own industry, the Com-
mission's trade-agreement digests, published in 1946, on both rayon and silk, were
an Immeasurable help In reviewing industry conditions, even though the Commis-
sion has itself been hampered by lack of information on foreign costs of production
in postwar years. The Summary of Tariff Information series, published this
year, still further adds to the enlightenment of those who wish to know what
facts are being considered in negotiating trade treaties.

We believe that the President, his advisers, Congress, and all others participat-
ing in what is a relatively new International experience for the United States, the
trade-agreement negotiation, cannot in good faith permit the representatives of
this country to sit down with the more experienced negotiators of other countries
with no provision for the preparation of adequate information as to the economic
effects of such proposals; nor permit the actual negotiation to go into effect with-
out even the relatively light rein over the results which Congress gave itself
in providing that the Tariff Commission's advice must be heeded, as stipulated
In the present Public Law 792. We also believe that Congress will find that other
countries, despite their extensive experience in such matters, do not presume to
effect such negotiations without the active advice and attendance of adequately



654 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

informed industry representatives. Such countries know full well that trade
agreements are primarily economic in their impact on the nationals of their re-
spective countries, and the economic effect is studied and considered.

Perhaps the very complexity of the foreign system of quota controls, currency
controls, special intracountry taxes, etc., is evidence that a truly well thought
out trade agreement is not a simple matter of cutting periodic slices of 50 percent
from a single rate of duty as seems to be the present system of our negotiating
representatives.

We earnestly ask for deeper consideration by the members of your committee of
the far-reaching effects of such a change as that now proposed in H. R. 1211.
On the eve of the returning industrial efficiency of such long-time chief competitors
as Germany and Japan in the international textile picture, and the daily accounts
of purchases of the latest type of textile equipment by other countries, much of
it from the United States. there is more vital need than ever before to take no
backward steps in providing for the widest possible fact-finding and open con-
sideration of all matters affecting international trade in textiles. The United
States Tariff Commission, a Government body of nonpartisan character, as ap-
pointed by Congress, should be the chief agency for such fact-finding in foreign-
trade negotiations. If Congress wishes to delegate to others the power to change
its trade treaties, then that delegation should be given only to those whose public
duty it is to factually consider the effect of such proposals on the American
industries involved.

We, therefore, respectfully urge that H. R. 1211 be revised as follows:
Section 2: This should be changed to read:
"The Trade Agreements Extension Act of 1948 (Public Law 792, 80th Cong.)

is hereby extended for a further period of 2 years from June 12 1949."
Section 3: This section should be eliminated.
Section 5: This section should be eliminated.
Respectfully submitted.

Tariff Committee of the National Federation of Textiles, Inc.:
(chairman) Paul Whitin, Paul Whitin Manufacturing Co., of
Northbridge, Mass., West Warwick, R. I., and Gilbertville, Mass.;
Gardiner Hawkins, United Merchants & Manufacturers, Inc., of
Jewett City, Conn., Clearwater, S. C., Bath, S. C., Elberton, Ga.,
Fall River, Mass., Wilmington, DeL, and Old Fort, N. C.; Alan B.
Sibley, Deering, Milliken & Co., Inc., of Abbeville, S. C., Green-
ville, S. C., Laurens, S. C., Spartanburg, S. C.; Irene Blunt, secre-
tary, 389 Fifth Avenue, New York 16, N. Y.; John J. Goldsmith,
Hess, Goldsmith & Co., Inc., of Kingston, Pa., Wilkes-Barre, Pa.,
Plymouth, Pa., and Pomona, Calif.; and H. D. Ruhm, Jr., Bates
Manufacturing Co., of Lewiston, Augusta, and Saco, Maine.

TW.NTY-THIRD WOMEN'S PATRIOTIC CONFERENCE ON NATIONAL DEruisz

WASHINGTON, D. C.
t

RESOLUTION NO. 10, ADOPTED JANUARY 29, 1949, OPPOSING RECIPROCAL TRADE t
AGREEMENTS ACT

Whereas a healthy economy is necessary to a strong national defense: and
Whereas high wages and full employment form the foundation of a healthy

economy; and
Whereas the products of other countries made by workers paid much less than

workers producing comparable goods in this country can only result in increasing
unemployment, a weakening of our economy and our strength for national
defense; and

Whereas the reciprocal trade-agreement program has removed protection from
our high-paid workers against the unfair competition of the low-paid workers of
other countries, thereby threatening jobs of workers in industries important to
our national defense: and re

Whereas as a result the reduction of tariffs incident to the adoption of the
Reciprocal Trade Agreements Act, grave injury already has been inflicted upon
various industries in this country important to our national-defense program;
and

Whereas imports into our country should be controlled by the imposition of
proper tariffs by the exercise of our own sovereign right to serve as an equalizing
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balance between the low wages of other countries and the high wages of the
United States: Therefore be it

Resolved, That the Twenty-third Women's Patriotic Conference on National
Defense urge upon Congress the repeal of the Reciprocal Trade Agreements Act
as constituting an ever-present menace to our national defense and our economy
and an unwarranted encroachment by the executive branch of the Government
upon the legislative powers conferred upon the Congress by the Constitution of
the United States.

NATIONAL CoUNCIL OF FARMER COOPERATIVES,
Washington 6, D. C., February 21, 1949.

Re Tariff Commission provisions of Reciprocal Trades Act
To Members of the United States Senate.

GENTLEMEN: Among the members of the National Council of Farmer Coopera-
tives are marketing associations participating in the export of cotton, rice,
wheat, corn, feed grains, soybeans, deciduous fruits, citrus fruits, dried fruits,
small fruits, nuts, potatoes, various processed fruits and vegetables, eggs and
poultry, dry beans and peas, dairy products, and others.

There are also farmer purchasing associations which participate directly or
indirectly in the importation of petroleum and its products used for farm power
and fuel, fertilizer materials, twine, fibers and burlap materials, farm machinery
and equipment and other farm supplies.

Many of our member associations are highly interested in the competitive
imports of berries, meat products, tree fruits, citrus fruits, nuts, poultry and
dairy products, feed grains and processed products of these.

The interest of our members in foreign trade is not academic or philosophical,
but it Is concerned with the function of our farmers' cooperative business institu-
tions to preserve a sound agriculture as the basis for a sound economy in the
United States.

However, with all their divergent regional, economic, political and, at times,
competitive business interests, our member associations representing a farmer
membership of 3,800,000 have been able to agree on a general principle which they
believe should be incorporated in the renewal of the Reciprocal Trade Agree-
ments Act.

At the annual meeting of the member delegates held at Memphis, January 3 to
6, 1949, it was agreed that the council:

1. Believes that international trade in agricultural products, both exports and
imports, should be encouraged, aided and stimulated by Government in every
legitimate manner designed to serve the best interests of the Nation's agricultural
industry and the consuming public.

2. Urges that the provisions of the Reciprocal Trade Agreements Act of 1948
with regard to the functions of the Tariff Commission should be retained in the
1949 renewal of the act.

It is our conviction that the function of the Tariff Commission as an independ-
ent fact-finding body should be maintained and strengthened. Participation by
the Tariff CommLssion in the negotiation of trade agreements makes it a party to
the agreement, silences its members in any previous or subsequent fact-finding
analysis of a proposed or approved tariff change, and thus destroys its function
as a tariff research agency for the benefit of the public and for public agencies.

We believe legislators, administrators and the general public all benefit from
a knowledge of the complete facts on the effects of tariffs on domestic industries.

Sincerely yours,
JOHN H. DAvIs.
Erccutive Secretary.

The CHAXAXN. I wish at this point to submit the following state-
ments for the record. These associations were unable to appear in the
open hearings, but would like to have their views included in the
record. They are as follows:

1. United States Cuban Sugar Council. David M. Keiser, chairman,
New York.

2. Wine Institute, Edward W. Wootton, Washington, D. C.
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3. National Council of American Importers, Inc., Morris S. Rosen-
thal, president, New York.

4. Committee on Commercial Policy, United States Associates, In-
ternational Chamber of Commerce, Inc.

5. American Glassware Association. H. L. Dillingham, secretary,
New York.

6. The Tariff Committee of the National Federation of Textiles,
Inc., New York. (This statement appears elsewhere in the record.)

7. Synthetic Organic Chemical Manufacturers Association of the
United States, S. Stewart Graff, secretary. New York.

8. Kaolin Clay Producers Association, Inc., W. B. S. Whians, presi-
dent, New York.

9. United States Hop Growers Association, E. L. Markell, secretary,
San Francisco, Calif.

10. The National Board of the Young Women's Christian Associa-
tion of the United States of America, New York.

11. Toy Manufacturers of the United States of America, Inc., New
York, Horatio D. Clark, secretary.

12. The Board of Christian Education of the Presbyterian Church
in the United States of America, Philadelphia, Pa.

13. National Peace Conference, New York, N. Y.
14. American Cotton Manufacturers Association.
15. American Federation of Labor, Walter J. Mason, national leg-

islative representative.
16. National Association of Wool Manufacturers, Arthur Besse,

president. I
17. National Wool Growers Association, J. M. Jones, secretary,

Salt Lake City, Utah.
18. American National Retail Jewelers Association, Maurice Ad-

elsheim, president, Minneapolis., Minn.
19. Cherry Growers & Industries Foundation, Robert E. Shinn,

president, Corvallis, Oreg.
20. Northwest Horticultural Council, Frank W. Taylor, secretary-

manager, Wenatchee, Wash.
(The matter referred to is as follows:)

STATEMENT BY UNITED STATES CUBAN SUGAR COUNCIL. NEW YORK, N. Y.

To the Finanee Committee. United States Senate:

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT RECOMMENDED

Under the United States-Cuban trade agreement, first to be signed after the
Reciprocal Trade Agreements Act took effect in 1934, trade between the two
countries has increased substantially to the benefit of both. Therefore, the
United States Cuban Sugar Council strongly recommends to this committee its
approval of H. R. 1211 already passed by the House of Representatives to extend
the Reciprocal Trade Agreements Act for 3 years from June 12, 194,. a

The Council, one of whose primary objectives is to promote trade between the
United States and Cuba, is composed of a group of companies owning or operat- g
ing sugar properties in Cuba, the stockholders of which are predominantly United
States citizens. Its member companies, listed at the end hereof, account for
approximately one-half of Cuba's sugar output. p

pi
MUTUAL BENEFITS OF UNITED STATES-CUBAN TRADE AGREEMENT

In a statement submitted January 25, 1949, to the House Ways and Means 1

Committee, copy attached, and in statements submitted last year to this corn-

656



I I I

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 657

mittee and the House Ways and Means Committee, the council has set forth
in considerable detail the benefits that have accrued to both countries under the
United States-Cuban trade agreement. These benefits are summarized briefly
here:

1. Both United States exports to Cuba and United States imports from Cuba
have approximately tripled since the two countries signed the original trade
agreement in August 1934.

2. For many individual commodities included in this trade, the increase has
been even greater.

3. The greater trade volume has tended to raise the standard of living in both
countries.

EFFECT OF TRADE AGREEMENT ON LIVING STANDARDS

Secretary of Agriculture Charles F. Brannan, in expressing to this committee
the interest of United States farmers in the trade-agreement program, has told
how it tends to raise the standard of living in this country. In letters to the
chairman of this committee, Senator Walter F. George, and to the chairman of
the House Ways and Means Committee, Hon. Robert L. Doughton, the Secretary
said:

"Agriculture is interested in the trade-agreements program, not only in con-
nection with agricultural exports but also in connection with industrial
exports. * * *

"Sales abroad of products of the American factory result in greater employ-
ment and, consequently, greater domestic demand for products of the American
farm. * * *

"But a high level of American industrial exports can be maintained * * S

only when there is extensive interchange of goods and services between coun-
tries. The trade-agreements program is designed to facilitate such an inter-
change."

Observing that customers in other countries must obtain dollars in order to pay
for United States farm products, the Secretary added:

"The most important continuing source of dollars for our foreign customers
is their sale of goods to us-that is, our imports. Under the reciprocal trade-
agreements program, we have developed a mechanism whereby we can reduce
the barriers against imports into the United States in such a way as to increase
those imporst without causing injury to established United States industry.

"The imports thus obtained tend to raise our living standards. The large block
of our population represented by farm people is an important group of consumers.
They know that the benefits of trade do not lie merely in getting rid of a maxi-
mum amount of goods. They want to get as much as possible in return. The
trade-agreements program is designed to facilitate that."

Cuba's purchases from the United States have likewise contributed to raising
the standard of living there. These purchases consist of such farm products as
rice-for which Cuba is this country's most important customer-wheat, flour,
and lard, and such manufactured goods as machinery and vehicles, cotton manu-
factures, and many others.

CUBA BUYS BULK OF ITS IMPORTS FROM THE UNITED STATES

Since 1909, more than half Cuba's total imports have been bought from the
United States, and in 1947, the latest year for which complete statistics are
available, the proportion reached 84 percent.

These purchases by Cuba have been paid for either in cash or on a short-term
credit basis-a fact that becomes especially significant in the light of the recent
annual report to the President by the Secretary of Agriculture.

In this report the Secretary commented that, while the Marshall plan had
given United States farmers a respite from postwar readjustment, eventually
"the respite will be over and our farmers will depend on the buying power of
Individual consumers at home and abroad. * * * It Is not pessimism but
prudence to. remember the unusual and temporary character of a part of our
present export market."

It should be noted that the latest semiannual report of the Foreign Credit
Interchange Bureau gives Cuba top rating In credits and collections for the last
half of 1948, substantiating its status as a preferred customer of the United
States.
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UNITED STATES SUGAR QUOTA SETS UP BARRIER TO TWO-WAY TRADE

Beneficial as the trade-agreements program has been to both the United States
and Cuba, its advantages tend to be offset by the restoration under the Sugar
Act of 1948 of severely restrictive quantitative trade barriers in the form of
quotas imposed by the United States on the tonnages of sugar it permits pro-
ducers in Cuba to supply to consumers here. Raw sugar comprises the bulk of
United States imports from Cuba.

Total purchases from Cuba by the United States in the first 11 months of 1948
decreased 27 percent below the level for the first 11 months of 1947, largely
because of the sharp curtailment of sugar shipments here from Cuba as the
result of the Sugar Quota Act which became effective January 1, 1948. The
effect on United States sales to Cuba was a decrease of 11 percent by November
1948 from the comparable months in 1947, and the decline may be expected to
continue, with the full effect probably not becoming apparent for some months.

United States exports to Cuba include a very wide range of agricultural and
industrial commodities produced in every section of this country, as is shown in
the attached illustration.

COUNCIL'S VIEWS ON ONE PROVISO OF H. i. 1211

The council understands that the amendment proposed in section 6 of H. R. 1211
to section 350 (b) of the Tariff Act of 1930, as amended, is not intended to be part
of any program to do away with existing trade relationships between the United
States and Cuba, but is technically necessary to implement terms of the Geneva
agreement, to which the United Staes and Cuba are signatories.

At this time, therefore, the council does not offer any objection to this section
of the bill. since it is assumed that it will not be applicable to sugar or to any
other commodity imported by the United States from Cuba in substantial
quantities.

CONCLUSIONS

The threefold increase In trade between the United States and Cuba under the
trade agreement between the two countries offers proof of the desirability of
extending the act.

The people of both countries have shared in the benefits from this threefold
increase in trade.

United States exports to Cuba on a cash or short-term-credit basis are impor-
tant to United States farmers and manufacturers now and will probably assume
even greater importance when the ECA program is concluded, as the United
States Secretary of Agriculture has observed.

The trade agreement between the United States and Cuba was most beneficial
when the quantitative limitations on the importation of Cuban sugar previously
imposed by the United States were removed during the World War II period
because increased sugar shipments from Cuba to this country were so vitally
needed, although the trade-agreements program was mutually beneficial even
while the quantitative barriers were in effect.

The council, for all these reasons, strongly recommends the extension either
indefinitely or for the term specified in H. R. 1211 of the Reciprocal Trade Agree-
ments Act.

Respectfully submitted.
UNITED STATES CUBAN SUGAR COUNCIL,

By RICHARD N. Cowsu,, Secretary.
Members of the Council: Caribbean Sugar Co., Central Hormiguero Sugar Co.,

Central Violeta Sugar Co., Cuban Atlantic Sugar Co., Guantanamo Sugar Co.,
Manati Sugar Co., Punta Alegre Sugar Corp., Tanamo Sugar Co., The American
Sugar Refining Co., The Cuban-American Sugar Co., The Francisco Sugar Co.,
Tuinucu Sugar Co.. United Fruit Co., Vertientes-Camaguey Sugar Co.

FEBRUARY 22, 1949.

BRIEF BEFORE THE SENATE FINANCE COMMrrrEE EVTErSTON OF THE REcrPROCAL
TRADE AGREEMENTS ACT. SrBMITTED BY WINE INsTrruTz, FEBRUARY 21, 1949

This brief is addressed by Wine Institute. 717 Market Street, San Francisco, to
the record in the current hearings before the Senate Finance Committee on the
question of extension of the Reciprocal Trade Agreements Act. It is submitted



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 659

with the sincere hope that it may be of some value in resolving the quite divergent
views heretofore expressed on each side of the question.

Mr. Thorp, the Assistant Secretary of State for Economic Affairs, stated before
the committee on February 17 that "the present issue is largely procedural."
In this we concur. Our concern is not with the already well-established foreign-
trade policy of the United States, but rather that there shall be assured a fair
and orderly procedure in its administration, and that the adequacy of this pro-
cedure shall be clear upon its face for all concerned to see.

Our own experience prior to the 1948 act among winegrowers, not only in
California but also in the other winegrowing States, and with other agricultural
producers similarly situated, showed clearly )hat there was a strong feeling
among a substantial number of individuals that the Government would ignore or
unduly minimize any case presented tending to show possible or probable injury
from proposed duty concessions.

Our own conclusion was that this feeling came about largely because there
was nothing in the then published procedure that seemed to require that any
specific consideration be given to the question of possible injury before recom-
mendations for concessions were made to the President, or that such recommen-
dations state to what extent consideration had been given to any possible question
of injury.

Referring to the procedure prior to the 1948 act and specifically to Executive
Order 9832, dated February 25, 1947 (12 F. R. 1363), the procedures then relating
to concessions are summarized and commented upon as follows:

1. Trade agreements must include a provision permitting the United States
to withdraw or modify concessions if, as a result of unforeseen developments,
they cause or threaten serious injury to domestic producers of like or similar
articles, with complaints to be adjudicated by the Tariff Commission.

Comment: This is an obviously desirable provision for rescission of contract, but
does not tend to ensure adequate consideration of the question of possible injury
before the President authorizes negotiation of the contract. From a human
point of view, it tends to the opposite result: for it lulls his negotiators into the
belief that all their mistakes can be picked up after them. In a private contra fl
such a provision could be effective as to a portion of the contract because a cou rt
of law would protect the balance. In an intergovernmental contract, this is not
true; there is no court of law, and effectiveness depends on power or Persuasion.

2. Prior to announcement of intention to negotiate, the Tariff Commission
was required to analyze and furnish in digest form to the Intordepartmental
Committee on Trade Agreements a summary of the probable effect including
competitive effects, of granting concessions on specific commodities. Thereafter,
announcement of intention to negotiate on these proposed concessions was pub-
lished, and domestic producers of like or similar articles were allowed to appear
and testify in opposition.

Comment: The analysis and published digest of the Tariff Commission were
prepared prior to issuance of notice of intention to negotiate and prior to henr-
ings accorded to domestic producers. Consequently, they included only infeir-
mation then available to the Tariff Commission and did not include any analysis
or conclusions with respect to data subsequently furnished by affected industry
in the hearings that followed.

3. After hearing affected industry and after analyzing the previous digest of
the Tariff Commission and the testimony offered by industry at such hearings,
as well as any other information available, the Interdepartmental Committee
on Trade Agreements made recommendations on proposed concessions to the
President. If the decision of the committee was not unanimous, then the dis-
senting member or members were required to include in their minority report
the point beyond which, in their opinion, concessions could not be granted without
injuring the domestic economy.

Comment: So far as injury to any particular industry or to the general
domestic economy was concerned, no finding of fact was required either of the
Tariff Commission in its initial prehearing digests or of the Interdepartmental
Committee in its posthearing recommendations to the President. It was only
if one or more committee members chose to dissent from the committee recom-
mendations that any questions of possible injury was required to be presented
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to the President, and even then it was the dissentiing member or members that
were required to prepare and present conclusions with respect to such possible
injury.

Under the foregoing system, it seems clear to us that, on the face of the pro-
cedure prescribed by Executive order, it was perfectly possible for the President
to be completely uninformed with respect to possible injury to a particular industry
or to the general domestic economy when he authorized concessions In negotiation.

In stating this, we do not wish to imply that the Interdepartmental Committee
personnel or the negotiators personally disregarded questions of possible domestic
injury. We merely wish to point out that the published procedure under the
law prior to the act of 1948 did not actually require them to consider this factor
or to inform the President with respect thereto. In theory, at least, it was
perfectly possible for the Interdepartmental Committee, by unanimous decision
for reasons of political policy or over-all trade policy, to reach a conclusion and
forward recommendations to the President that involved no actual consideration
or specific conclusions with respect to domestic injury.

We submit that a procedure of the foregoing nature, no matter how beneficent
in actual results, is completely defective. It is not enough to be afforded a hear-
ing. There must be an assurance that the facts presented at the hearing are
given full consideration before any conclusion is reached or action taken. Un-
less this assurance is publicly stated, there will always be doubt and suspicion
that the administrative processes are defective, no matter how well the act is
handled in practice.

We, therefore, respectfully suggest to the committee that it would be highly
desirable, and in furtherance of the-purposes of the act, if the following pro-
cedures were, either through Executive order or statute, publicly established:

1. The Interdepartmental Committee as a whole should, in case of each con-
cession, assume full responsibility for findings with respect to possible injury.
This responsibility should not be left merely to a dissenting member of the com-
mittee.

2. Whenever the interdepartmental committee recommends a concession, the
recommendation should be accompanied by a finding with respect to probable
or possible injury to domestic industry. If the committee finds that there are
possible dangers, but considers these dangers subordinate to poltical or over-
all trade policies, it should make specific findings in support of its recommenda-
tions. In addition, it should specifically suggest, in connection with any rec-
ommendation for duty reduction, what limitations on volume of importation,
either generally or by way of specific grades or qualities, would act as a safe-
guard against injury from duty reduction as such.

3. After hearing of testimony of domestic producers, and consideration of all
facts available, the interdepartmental committee should have the opportunity
of recalling previous witnesses for further information or industry recommenda-
tions with respect to the narrower issues preliminarily arrived at by the com-
mittee. This procedure was successfully used by the Governmeat during the
war to recheck its preliminary conclusions with industry advisory committees,
thus avoiding many errors of judgment that might have arisen from proceed-
ing on original evidence of a general nature addressed only to over-all issues
rather than to specific details.

The committee will note that our recommendation is that the foregoing pro-
cedures be adopted and published, but not necessarily as a matter of statute.
In our view, the same results could be accomplished by Executive order. We
are fully aware that the Congress, in overhauling the general questions of proper
administrative procedure, deliberately omitted from the recent Administrative
Procedure Act all activities with respect to foreign affairs.

In so doing, we believe that the Congress did not absolve the executive branch
from responsibility for fair procedures with reference to foreign affairs but
rather imposed upon the executive branch a responsibility much stronger in
that regard by reason of the absence of statutory restrictions. We should like
to recall to the committee's attention the fact that the present Secretary of
State was formerly, as an individual, largely responsible for the success of the
preparation of the background upon which the Administrative Procedure Act
is based.
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Open publication of an adequate procedure that advises all concerned that
their contentions have been fully considered is, in our view, an essential part
of fair administrative process. The American conception of justice is largely
procedural, as witnessed by the due process clause of the Constitution. This
does not demand that decision be 100 percent correct but merely that there be
complete assurance that all factors have been considered which would enable the
persons charged with judgment to arrive at a proper conclusion and that they
have not been arbitrary in their exercise of discretion.

We are confident that the successful cooperation of the legislative and execu-
tive branches of the Government in stabilizing domestic administrative law can
be carried forward into the field of foreign affairs.

Respectfully submitted.
WINE INSTITUTE,
EDWARD W. WOOTTON,

Washington, D. C.

NEW YORK 3, N. Y., February 11, 1949.

Hon. WALTER F. GEORGE,
Chairman, Finance Committee United States Senate,

Senate Office Building, Washington, D. 0.
DEAR SENATER GEORGE: In view of the thorough studies of the reciprocal trade

agreements program that have been made by committees of both Houses of
the Congress during the past 2 years, we do not think that it is necessary for
me to appear before your committee or to make a lengthy statement in support
of the program and the legislation proposed for its extension. The recognition
of the importance of the reciprocal trade agreements program as an integral and
lasting part of American foreign economic policy is so wide-spread among the
people of our country and so accepted by leaders of both parties that we do not
need to dwell upon its economic aspects. We would, however, like to emphasize
our position, as presented to the House Committee on Ways and Means January
25, 1949, on two points that seem of importance to us.

First, we support the provisions of H. R. 1211 which would reestablish the
administrative procedures in force prior to June 12, 1948. In our judgment,
section 350 of the Tariff Act of 1940, as amended, provided for administrative
procedures that enabled the executive branch to conduct negotiations efficiently
with full participation of agencies that have to do with international economic
affairs. We also believe that the procedures gave adequate protection to
American industry, agriculture and labor. The changes made by the Trade
Agreements Extension Act of 1948 are, in our opinion, unsound in principle and
cumbersome in practice. The segregation of the Tariff Commission prevent the
President from having the benefit of its participation in planning negotiations
as well as in participating in them.

We strongly urge a change in H. R. 1211 to provide for Its termination on
June 12, 1954 instead of June 12, 1951 as now provided. We feel, that in view
of the widespread acceptance of the trade agreements policy, it Is not necessary
for the Congress to review It every 2 or 3 years and to hold the exhaustive
hearings that have been held at such frequent intervals. This may have been
expedient in the early days of the act, but it has proven its value in so many
different ways that it should now be looked upon as an established policy and
should therefore be extended for a longer period than 2 years from now.

Assuredly the Congress of the United States is confronted with so many
grave problems in a difficult and changing world that it might well devote its
major energies to the solution of new problems as they arise Instead of fre-
quently reviewing old ones which have been well solved. We therefore urge
that the Senate amend H. R. 1211 to extend its termination date to June 12,
1954 and that a subsequent conference committee of both Houses accept this
amendment.

We shall be grateful to you for your consideration and insertion of this letter
in the record of the hearings.

Yours very truly,
NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC.
MORRIS S. ROSENTHAL, President.
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TOWARD FREFR WORLD TRADE

A REPORT ON THE RECIPROCAL TRADE AGREEMENTS ACT BY THE COMMITTEE ON

COMMERCLxL POLICY

United States Associates International Chamber of Commerce, Inc.

EXTENSION AND EXPANSION OF THE RECIPROCAL TRADE AGREEMENTS ACT

A. FORWARD

The United States Associates strongly urge: The extension of the Reciprocal
Trade Agreements Act for a period of not less than 5 years.

The world now needs more than ever the assurance of a continuing and reso-
lute foreign economic policy and strong leadership by thte United States. If the
act were to be extended for a period of not less than five years, this assurance
of itself would be an act of leadership.

In April 1949 at Geneva the United States will participate in trade negotia-
tions with 13 countries which have not yet subscribed to the 1947 "General agree-
ment on tariffs and trade." We should not be prevented there from securing
and giving real concessions out of which can come a substantial incentive for
further revival of international trade.

Instead, our team of negotiators at Geneva would be supported by a Reciprocal
Trade Agreements Act permitting them to exert dynamic leadership. For that
reason the crippling "Gearheart amendment" to the 1948 renewal of the act
should be eliminated and the act should be extended early in 1949 before the
Geneva negotiations begin.

JOSEPH M. HARTFIELD,
Chairman, Committee on Commercial Policy.

. THE REPORT

The United States Associates strongly urges the immediate extension in 1949
of the Reciprocal Trade Agreements Act for a period of not less than 5 years.
Experience has shown that proper fulfillment of our foreign economic policy to
expand multilateral trade requires elimination of the restrictive modifications
incorporated in the act when it was extended in 1948.

Background
1. The April 1948 report of the committee on commercial policy recommended

a 3-year extension of the Reciprocal Trade Agreements Act of 1945. Under that
act, late in 1946 the Interim Tariff Committee at Geneva negotiated 106 separate
bilateral trade agreements to reduce trade barriers among the United States
and 22 other countries. The wide variety of products affected accounted in 1938 t
for over half of the world's international trade. C

2. These separate bilateral trade agreements were then incorporated Into one t
inclusive document "The General Agreement on Tariffs and Trade," known as the
Geneva Agreement or GATT. It contains, almost verbatim, provisions taken in 8
whole or in part from 15 articles of the Havana ITO charter. The contents of
most of these provisions have met with general approval both by the United
States Associates and the International Chamber of Commerce. They include t
such broad subject matters as general most-favored-nation treatment, general t
elmination of quantitative restrictions and their nondiscriminatory advn~nistra- t
tion, freedom of transit, antidumping, marks of origin, customs formalities, cus- v
toms unions, free trade areas and general exceptions to the charter's chapter IV on w
commercial policy. th

3. The Geneva agreement does not contain many of the Havana charter pro- an
visions which have been criticized by the United States Associates and the
International Chamber of Commerce. Controversial matters such as methods of el
treating with maximum employment, developments of backward areas, Inter- IT
national investment, restrictive business practices and intergovernmental com- IT
modity agreements, do not come within the agreement. for

4. The general agreement on tariffs and trade is intended to be permanent. an
It provides for continuing meetings of the contracting parties. It will meet
again in April 1949 to negotiate agreements with 13 additional countries, in- lea
cluding the 4 members of the Organization for European Economic Cooperation- thij
Denmark, Greece, Italy and Sweden-which have not yet subscribed to the con
agreement.
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5. The permanence of the general agreement on tariffs and trade with a re-
sulting need for a continuing tariff committee, would assure the existence of a
world forum in the event the International Trade Organization should not come
into being. It is effectuating many of the cardinal purposes of the suggested
charter, as originally proposed by the United States Goveinmnent, to the general
objectives of which the United States Associates has enthusiastically subscribed.
Revisions can be made in the Geneva agreement as they are found necessary in
the light of changing world economic conditions.

6. The United States Associates considers it as urgent now as it was in
1948 to press for immediate renewal and extension of the Reciprocal Trade
Agreements Act. The authority of the act is required to enable the United
States to play its part under the Geneva agreement, to assure its permanence
and to participate in appropriate revisions of that pact.

Considerations which are as applicable today as a year ago
7. For other compelling reasons, as valid today as a year ago, the last report of

the United States Associates Committee on Commercial Policy urged extension
of the 1945 Reciprocal Trade Agreements Act. It stated:

"In the immediate future the problem of prime importance is the success of the
ERP. As a requisite to that success, the Committee hopes that the countries of
Europe will reduce trade barriers a~iong themselves and the world. The Euro-
pean recovery program legislation requires it. In view of the passage of that
legislation, the United States cannot properly ask for European adherence to
such a policy, if it refuses to carry out that same policy through failure to ex-
pand the Reciprocal Trade Agreements Act Normal world trade among free
nations is an insubstantial dream until the European economies are rebuilt and
reasonable political stability is attained. Though the ERP sets no pattern for
international commerce, it is a prerequisite to the eventual revival of sound
world trade.

"Of lesser significance until the purposes of the ERP have been accomplished,
but of great ultimate importance, is the establishment of a workable structure
within which the nations of the world can freely and peacefully exchange their
goods and services to the mutual advantage of all. Such a pattern of interna-
tional trade was envisaged in the original United States proposals for the crea-
tion of an International Trade Organization."

8. The 1948 report of this committee made additional observations as sharply
pertinent today as then. It stated:

"It ought to be unnecessary at this late date to dwell on the obvious advantages
of lowering the barriers to world trade-the increase in real incomes in all
nations which stems from freeing and extending the volume of trade among
them. It is axiomatic that when several nations exchange their goods and
services on mutually advantageous terms, the standard of living of each nation
is thereby raised. However it is particularly relevant to the immediate future
that, even though it may be temporarily necessary to finance much of the rest
of the world through the ERP, programs be developed which will relieve our
taxpayers from financing our exports indefinitely. In the long run the only
sound way for foreign nations to obtain dollars to buy our exports is from the
sale of their exports. Until Europe is rebuilt, our program to finance our own
exports represents a drain on our consumption.

"The interests of business, labor, and the consumer cannot be separated on
this issue. American citizens, on balance, find themselves the beneficiaries of
the policy represented by the Reciprocal Trade Agreements program-whether
they are exporters or Importers and have a commercial interest in extending the
volume of trade; whether they are employees and wage earners in an economy
which can be expanded by an enlargement in the areas of trade, or whether
they are consumers who know they can live more richly, have a wider choice,
and buy more for their dollars in a freer world economy.

"If the major trading nations of the world subscribe to the ITO charter, it is
clear that we must extend the RTA program. Otherwise we cannot join the
ITO in good faith nor can we fulfill our responsibilities under the charter. The
ITO charter establishes machinery for the continued negotiation among members
for the reciprocal lowering of trade barriers to the mutual advantage of all,
and obligates its members to put this machinery to use.

"On the other hand, if the ITO fails to come into being, if the domestic prob-
lems of other nations make it premature for them to enter wholeheartedly Into
this international effort, then we feel that it is equally Imperative for us to
continue our RTA program. More than ever would the United States have the
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responsibility, as the major economically solvent Nation of the world, to take
the lead in promoting sound policies of international trade, and to express its
readiness to make bilateral concessions to such other nations as are prepared
to reciprocate."

Development subsequent to our April 1948 report
9. The 1945 Reciprocal Trade Agreements Act, as extended in 1948, contains

a revision to which we make strong objection. Under this revision the Tariff
Commission has been removed from the Interdepartmental Committee on Trade
Agreements, representing seven interested governmental agencies. This Com-
mittee serves as the central operating body which works out and concludes
trade agreements.

10. The revised act provides that the Tariff Commission, acting independently
of the Committee on Trade Agreements, is to supply to the Committee and the
President, with respect to each item to be brought into tariff negotiations, facts
on the probable effects of granting concessions and on the competitive factors
involved. The Tariff Commission can no !onger participate, as a member of the
Committee on Trade Agreements, in planning trade agreements and in making
its advice available to that body. Instead, for each item subject to negotiations
it is to report independently to the President the point below which it considers
a further tariff cut would cause or threaten serious injury to the domestic
industry and the point to which it thinks the tariff should be lifted to avoid
serious injury.

11. This forcing the Tariff Commission to predict in advance what would be
safe tariff cuts will in practice, of course, bring about undue caution. In effect,
it leaves to the Tariff Commisisorn the primary responsibility for determining
our tariff reductions. It isolates the Commission from the advice and discussion
of the other governmental agencies. It stacks the cards in favor of Iirotec-
tionism, both because the only responsibility imposed on the Commission is to
,"play it safe" and because, under the bill, special interests can concentrate their
pressures on the Commission.12. Because the Tariff Commission cannot now participate in the discussions
of the Committee on Trade Agreements, but must give isolated consideration to
each of the multitudinous items subject to tariff change, it cannot consider each
individual item in relation to a projected trade agreement as a whole, so as to
provide a balanced appraisal. It cannot consider the benefits to be obtained
from other countries for our own concessions. Its judgments as to peril points
cannot have the analysis, while being arrived at, of other interested agencies.

13. This fundamental change in procedure-
Causes, for all practical purposes, the State, Treasury, Defense, Agriculture,

Commerce, and Labor Departments, and the ECA to become secondary voices in
determining tariff changes, although they represent every part of our domestic
economy and. In the past, almost always have presented unanimous recommenda.
tions to the President;

Makes unavailable to the Trade Agreements Committee, having representatives
from all these agencies, the Tariff Commission's valuable active participation
and advice, both in the preparation of trade-agreement negotiations and in the 3
negotiations themselves; n.

Inevitably will make the President or the State Department reluctant to sub- t
ject themselves to political repercussions by disregarding the Tariff Commission's
finding s:

Will place the United States in a weak negotiating position at the forthcoming be
April 11 Geneva Conference, where trade agreements will be initiated with 13 be
new countries participating with the 23 member countries of the 1947 Geneva
agreement (GATT).

14. The requirement that the Tariff Commission must hold hearings for the
purpose of arriving at "peril points" is not only cumbersome but is undesirable. Se
It has previously been shown by experience to be unnecessary. It disregards the
fact that protection against peril points already has been provided. The Presi-
dent's Executive Order No. 10004 of October 5, 1948, section 10, like its predeces-
sor order No. 9832 of February 25, 1947, assures protection in the event a tariff
cut should result in abnormal imports causing or threatening serious injury to
domestic producers. In such cases the Tariff Commission shall Investigate and
report to the President, and the President may withdraw the concession without nec
having to obtain the consent of the other country. ma

15. Without this obstructive amendment, protection can be afforded when tele
threatened injury is a fact; under it, the Tariff Commission predicts in advance
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a rate that will never even threaten injury. Also, without this obstructive
amendment, a threatened industry can be protected without depriving the na-
tional economy, including industry as a whole, of the benefits flowing from more
extensive concessions: but under it, excessive protection is provided each industry
at the expense of the national economy, including industry as a whole.-

16. When preparing for participation by the United States in the April 1949
Geneva negotiations on further trade agreements, its Committee on Trade Agree-
ments should not be arbitrarily limited to the concessions the United States can
make and seek. It should not be circumscribed because the Tariff Commission
has carried out its duties in a framework requiring It to consider solely the ele-
ment of protection.

The impact of world economic conditions today
17. Present world conditions require, as never before, dynamic leadership by

our country in reducing barriers to international trade. Tariff negotiations at
Geneva should be facilitated, not hindered. Our team of negotiators should not
be required there to initiate negotiations from minimum points which are deter-
mined by the stifling criteria incumbent on the Tariff Commission. The low
points should he such that our country will have a negotiating basis for winning
extensive concessions in our own behalf. We should not be prevented from secur-
ing and giving real concessions out of which can come a substantial incentive
for further revival of international trade.

18. Because of the imminence of the April 1949 Geneva trade-agreement nego-
tiations, we urge the very early extension of the Reciprocal Trade Agreements
Act without the crippling 1948 amendment.

Increased Gorcrnment-business cooperation
19. Under the President's Executive Order No. 10004, dated October 4, 194S,

a Committee for Reciprocity Information receives, digests, and circulates to the
entire trade-agreements organization the views of interested businessmen and
others regarding proposed or existing trade agreements. In practice, it secures
these views through open hearings. Its membership is the saille as that of the
Inter-Departmental ('ommittee on Trade Agreements which serves as the Gov-
ernment's trade negotiations team.

20. The present Executive order undoubtedly will be modified so as to prescribe
revised procedures for carrying out the 1949 extension of the Reciprocal Trade
Agreements Act. We recommend that it include strengthened procedures directed
toward facilitating cooperation between Government and business during the
formulation of programs for concluding trade agreements, in addition to its
retention of the present provisions for holding public hearings by the Committee
on Reciprocity Information after the programs have been determined. The
Business Advisory Council of the Department of Commerce might well be called
upon to create a businessmen's committee for this purpose.

Extension for .- year minimum period is highly desirable
21. In April 1948 we recommended that the act be extended for not less than

3 years. WVe stated that "only then could it facilitate long-range business plan-
ning and establish the firmness of our intentions regarding the pattern of future
trade with the rest of the world." It was extended for only 1 year.

22. The world now needs maximum assurance of a continuing and resolute
foreign economic policy and strong leadership by this country. If the act were to
be extended for a period of not less than 5 years, this assurance of itself would
be an act of leadership. We recommend it.

NEw YORK, N. Y., February 17, 1949.
Senator WALTER F. GEORGE,

Chairman, Senate Finaince Corn wittee,
Senate Offce Building, Washington, D. C.:

This association urges amendment to H. R. 1211 keeping United States Tariff
Commission's present authority to declare peril points on all tariff changes in
future trade-agreement negotiations. Also an amendment making inclusion of
escape clause mandatory in all trade agreements. These amendments are very
necessary to demonstrate the good faith of the proponents of the act, to workers,
management, and consuming public for the safeguard of all. We request that this
telegram be included in the official record of the committe he:ri,r.

H. L. DIINGHAM,
Secrcti ray, Amncriefin Glasswire :t;u.

86697-49-pt. 1-43
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FEBRUARY 16, 1948.

STATEMENT SUBMITTED BY THE SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS
ASSOCIATION OF THE UNITED STATES, NEW YORK 17, N. Y., RE HEARINGS ON H. R.
1211, AN ACT To EXTEND THE AUTHORITY OF THE PRESIDENT UNDER SECTION 350
OF THE TARIFF ACT OF 1930, AS AMENDED

CHAIRMAN, SENATE FINANCE COMMITTEE,
United States Senate, Waehington, D. C.

This brief is filed on behalf of the Synthetic Organic Chemical Manufacturers
Association which comprises the manufacturers of coal-tar products in the United
States.

The First World War demonstrated the critical necessity for the products of
this industry. In the interim between the First and Second World War, the
industry manufacturing coal-tar products in the United States was fostered as a
necessity for national defense and our economic well-being. It is clearly apparent
that in the period Just ahead our industry will be increasingly important to our
military program as well as to our national economy.

It is inconceivable that Congress in 1934 when it enacted the Trade Agreements
Act intended to reduce the protection afforded by our tariff to the point where it
would result in unemployment to labor or seriously injure agriculture or industry.

At the time of the enactment of this act and during the first years of its opera-
tion, no bases were available upon which foreign costs could be compared with
domestic costs. Based upon this premise, it was impossible to tell whether a
rate of duty was discriminatory or .what, if any, reduction should be made. The
fact that currencies were widely fluctuating contributed largely to the confusion.

All of these factors must have been realized by Congress, for in 1948 in the
reenactment or extension of the Trade Agreements Act it included therein the
provisions which established the present jurisdiction of the United States Tariff
Commission, which we print as addenda to this brief. (See addenda.)

From the debates on this bill in the House of Representatives and an examina-
tion of the final vote thereon, the conclusion is inescapable that the present trend
Is toward the reduction of tariffs and the increase of imports without adequate
investigation or the establishment of peril points. We do not believe that our
present defense program, our present economic status, or our present standards
of living can be developed or maintained In the face of utter disregard of factual
evidence upon which to operate.

In the interests of orderly administration of this bill, the Tariff Commission
has promulgated regulations In accordance with law to carry out this policy and
by its orderly procedure has justified the confidence placed in it by Congress.

But one set of negotiations has been announced since the act of 1948. In the I
preparation for these negotiations, it has been our experience and through contact
with other industries we learn that the United States Tariff Commission has
canvassed industry, agriculture, and labor in its attempt to compile facts which s
would assist our State Department In negotiating with foreign countries and W
which would insure trading upon an intelligent basis so as not to jeopardize any re
branch of our domestic economy. RI

The provision for the participation by the Tariff Commission, we feel, was a
wise one and it has been welcomed by labor and industry in this country. thl

The economic condition of the world has not yet settled to a normal peacetime Th
basis where It would be safe to establish permanently the degree of protection fr
needed in the case of the great majority of products and commodities which com- en
pete with our production. We feel, however, that the function performed by the Jn
United States Tariff Commission is essential to the well-being of our labor, ow
agriculture and industry in that It provides competent findings determined by
economic fact. re

We, therefore, respectfully urge that the purpose of H. R. 1211 be changed of
and the bill be so amended as to retain the provisions of the act of 1948, printed sev
addenda to this brief, which provide for participation by the United States Tariff tha
Commission. mdi

Respectfully submitted. I
SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION YOU

OF THE UNITED STATES,
S. STEWART GRAFF, HecretarV.
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ADDENDA

EXTRACT FROM PUBLIC LAW 792, EIGHTIETH CONGRESS, CHAPTER 678, SECOND SESSION

(H. R. 6556)

"SEC. 3. (a) Before entering into negotiations concerning any proposed foreign
trade agreement under section 350 of the Tariff Act of 1930, as amended, the
President shall furnish the United States Tariff Commission (hereinafter in this
act referred to as the 'Commission') with a list of all articles imported into the
United States to be considered for possible modification of duties and other
import restrictions, imposition of additional import restrictions, or continuance
of existing customs or excise treatment. Upon receipt of such list the Com-
mission shall make an investigation and report to the President the findings of
the Commission with respect to each such article as to (1) the limit to which.

such modification, imposition, or continuance may be extended in order to carry
out the purpose of such section 350 without causing or threatening serious injury
to the domestic industry producing like or similar articles; and (2) if increases
in duties or additional import restrictions are required to avoid serious injury to
the domestic industry producing like or similar articles the minimum increases
in duties or additional import restrictions required. Such report shall be made
by the Commission to the President not later than 120 days after the receipt
of such list by the Commission. No such foreign trade agreement shall be
entered into until the Commission has made its report to the President or until
the expiration of the 120-day period.

"(b) In the course of any investigation pursuant to this section the Commis-
sion shall hold hearings and give reasonable public notice thereof, and shall
afford reasonable opportunity for parties Interested to be present, to produce
evidence, and to be heard at such hearings."

KAOLIN CLAY PRODUCERS ASSOCIATION, INC.,
366 Madison Avenue, New York 17, N. Y., February 9, 1949.

The CHAIRMAN OF THE SENATE FINANCE COMMITTEE,
The United States Senate, Washington, D. C.

DEA SIR: A bill has been introduced' in the Eighty-first Congress by Mr.
Doughton, being H. R. 1211. The Kaolin Clay Producers Association originally
appeared and filed briefs in reference to the Trade Agreements Extension Act of
1948. (See oral brief submitted before the Committee on Ways and Means
April 30, 1947. Also a brief filed December 19, 1946, by the Kaolin Clay Producers
Association, Inc., signed by W. J. Parker.)

We do not know when the hearings are to be in respect to this bill, and it is
not our present thought to appear at any hearing, as our previous briefs and
statements we hope will be reviewed in respect to this situation. However, we
wish to protest against any further legislation that will have the effect of
reducing the tariff on kaolin clay (china clay), and we are doing so by this
memorandum.

The kaolin clay industry has built up its productive capacity over a period of
the last few years, and is not now operating to anywhere near its full capacity.
The capacity which is being utilized is not over 70 percent. It therefore appears,
from the standpoint of our local and comparatively small industry, that further
encouragement to foreign producers of our competitive clays would hurt our
industry here even more, and would have the effect of reducing our present
output, which is, as stated above, much below our capacity to produce.

These agreements, if they result in further reductions in tariff rates, will
reduce our Industry to a dangerous level, and will affect not only the producers
of material, but the landowners from which this material Is produced and the
several thousand workmen who are dependent on us for their wage. We hope
that no action will be taken which will further weaken the position of this
industry.

If this statement has not been filed with the proper authorities, or should
you need additional information, I hope that you will feel free to call upon us.

Yours very truly,
KAOLIN CLAY PRODUCERS ASSOCIATION, INC.,
W. B. S. WINANS, President.
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UNITED STATES Hop GROWERS ASSOCIATION,
San Francieco 4, Calif., February 14, 1949.

The SENATE FINANCE COMMITTEE,
United States Senate, Washington, D. C.

GENTLEMEN: May we call your attention to the marked article on page 7 of
the accompanying copy of The Hopper, the hop growers' magazine?

As you will observe, this article points out the fact that American hop growers
are suffering seriously as a result of the tariff reduction authorized by the State
Department under the reciprocal trade agreement with Czechoslovakia, and auto-
matically applied to Germany. The 50 percent tariff reduction made effective over
the unanimous protest of American hop growers stimulated heavy Imports last
year in the face of abundant domestic production and resulted in more than a
50 percent reduction in the spot market price for American hops, thereby causing
heavy losses to many Pacific coast hop growers.

We urgently request that you consider this result of the policy pursued by the
State Department prior to the insertion of the moderately protective amendment
passed by the Eightieth Congress in the light of the present proposal to remove
these "ill advised changes."

Bartering away the prosperity of American agriculture in an effort to gain
the friendship of nations whose doctrines are diametrically opposed to our own
does not make sense from any logical point of view. Stimulating the commerce
of other nations by jeopardizing the existence of our own industries is on a par
with the theory that the United States should share its resources to the point of
exhaustion with the less fortunate qatlons of the world, including our potential
enemies. This sort of nonsense may be politically expedient at the moment
because it is widely viewed from an idealistic rather than a practical standpoint.
Many of those who have suffered or expect to suffer as the result of its application
are silent either because they feel that it is useless to protest under the circum-
stances or because they expect to be reimbursed by the Government for losses sus-
tained as the result of unjustified tariff reductions authorized by the Congress.

The Senate is our court of last resort. We have every right to expect from
that body the most careful consideration of our request that any further amend-
ment to the Reciprocal Trade Agreements Act should contain protective features
that American industry and the thinking public will consider fair and adequate.
Our experience has demonstrated that the operation of the Reciprocal Trade
Agreements Act under the supervision of the State Department is grossly unfair.
We request at least the retention of the Tariff Commission as an impartial third
party.

Respectfully submitted. C
E. L. MARKELL, Secretery.

(The article from the magazine referred to above is as follows:)
t

HoP CRoWERS SUFFERING FROM TARIFF REDuuToNs

By E. L. Markell
er

It Is obvious, from the trend of policy in Washington since November 2, that of
the administration plans to continue to reduce American import tariffs with 2
scant regard to the effect upon our domestic economy. This is indicated not only Th

by President Truman's request for a 3-year extension of the Reciprocal Trade we
Agreements Act, after the removal of the protective measures written into it ab
by the Eightieth Congress, but also by the apparent intention of the State Depart- In
meant to take advantage of the present political situation and public apathy to mc
push through Congress the adoption of the International Trade Organization, a c
which has been hanging fire since last year's discussions in Havana. low

If we could have any assurance that these measures will be handled with rea- ten,
sonable regard to the welfare of American industry, we could view developments ma:

with some degree of equanimity. Unfortunately, this isnot the ease. The theory

back of both of these measures is to promote the interchange of commodities Sta
between the nations of the world, which is, of course, a highly describable, 'even if on
somewhat idealistic, objective. The practical application of this theory is, trac
however, full of pitfalls. First of all, the agencies charged with the develop- stro

ment of the reciprocal-trade agreement and the International Trade Organiza- Unti
tion acting upon the basis of instructions issued by the State Department, with afte
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the approval of the President, are apparently imbued with the thought that our
Import tariffs must be heavily reduced or eliminated, regardless of the effect of
such action upon American industry.

Nowhere has this been demonstrated more conclusively than in connection with
the hop-Import tariff. This situation is outlined briefly in a document recently
forwarded by the United States Hop Growers Association to the Ways and.
Means Committee of the House of Representatives In Washington. This commit-
tee considered, during the week of January 24, a proposal on the part of Presi-
dent Truman, in line with his preelection promises, to extend the life of the Re-
ciprocal Trade Agreements Act for 3 years after eliminating the protective
features written into the act. The much maligned Eightieth Congress passed
a bill, just before the expiration date of the Reciprocal Trade Agreements Act,
extending its life for 1 year subject to certain new features designed to give
some degree of protection to American producers. The principal provision was
a requirement that the Federal Trade Commission determine the point beyond
which the cutting of an import tariff would cause or threaten to cause serious
injury to domestic producers. While the Federal Trade Commission has no
power to prevent tariff cuts beyond the peril points, it is required to submit
the results of its investigations to the President who presumably would have
to take the Commission's findings into consideration before placing a reciprocal-
trade agreement into effect. The President in a recent communication urged
that Congress remove this means of enabling him or anybody else to recheck
the justification for proposed tariff changes.

Just how serious the effect of tariff changes may be was demonstrated during
the past season when domestic hop prices reacted sharply to heavier than antici-
pated imports. The United States Hop Growers Association stresses the effect
of the tariff reduction in the following statement:

JANuARY 20, 1949.

WAYs AND MEANS COMMITTEE,
House of Representatives,

Washington, D. C.:
In connection with the consideration of the President's request to extend the

Reciprocal Trade Agreements Act for a 3-year period and for the removal of the
protective features written into the 1-year extension by the Eightieth Congress,
we wish to call attention to the experience of the American hop growers resulting
from tariff reductions imposed upon the industry in 1948 through the reciprocal
trade agreements with Czechoslovakia.

The United States Hop Growers Association is a cooperative, nonprofit service
organization, representing the hop producers of America. On the 18th of Decem-
ber 1946 we filed with the Committee for Reciprocity Information, which was
then considering tariff reductions with certain European countries, a brief in op-
position to the proposal to reduce the import tariff on hops by a maximum of 50
percent. We are enclosing a copy of this brief because it is important in connec-
tion with your present considerations.

The two following paragraphs from pages 7 and 8 of that brief summarize the
position taken by the hop producers at that time:

"Owing to the fact that the cost of producing hops in the United States is sev-
eral times higher than It was 8 years ago and in view of the high exchange value
of American dollars in the markets of the world, it is probable that the present
24-cent tariff on hops provides far less protection than the 18-cent tariff in 1938.
This was demonstrated during 1945-46, when 3,770,671 pounds of European hops
were shipped into the United States in spite of the 24-cent tariff in the face of
abundant supplies in this country, and regardless of the general shortage of hops
in many of the other beer-consuming countries of the world. A lower tariff and
more abundant European supplies under existing conditions could easily cause
a catastrophe as far as American hop growers are concerned, especially if the
lower tariff were applied to the cheaper grades of European hops, which would
tend to encourage the dumping of low-quality European hops into the American
market.

"In view of the circumstances as outlined, the hop producers of the United
States are strenuously opposed to any reduction, at this time, in the import duty
on hops. If some concession seems to be an essential feature of international
trade policy, regardless of Its effect upon the domestic industries involved, we
strongly recommend that any such action with reference to hops be deferred
until the American hop industry has had ample opportunity to adjust itself to the
after effects of the war."
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We feel that this was a fair and reasonable position for us to take. Unlike
various other domestic agricultural industries that need European outlets, the
American hop industry, because of Its heavy expansion during the war period
when it shouldered the burden of meeting the Western Hemisphere's hop re-
quirements, now greatly needs protection against European hops, during at least
the critical readjustment period. We tried to make this clear in our brief and
in our testimony before the Committee for Reciprocity Information. However,
the negotiators at Geneva decided to reduce the tariff on hops imported from
Czechoslovakia by the maximum permissible amount of 50 percent of the pre-
vailing 24-cent tariff. Judging from all indications, our reasonable request was
completely ignored, presumably in order to make concessions to our foreign
competitors.

Before this reciprocal trade agreement could be made effective, Russia had
reduced Czechoslovakia to the status of a Communist satellite, but, in spite of
our renewed protest this fact had no effect upon the decision of the State De-
partment to offer the same radical tariff concessions to communistic Czechoslo-
vakia that had been negotiated with its democratic predecessor. Placing a po.
tential enemy in a position to take commercial advantage of the United States
may make sense to idealistic "do-gooders" in the Department of State, but it cer-
tainly does not appeal to the farmers who now face bankruptcy largely as the
result of such policies.

The effect of this heavy reduction in the hop-import tariff was strikingly ap-
parent last year. The American crop in 1948 was approximately 50,000,000
pounds. While this was only a moderate crop, it was more than enough to take
care of our domestic requirements. In anticipation of a supply closely in balance
with demand, the prevailing price to growers for the small volume remaining
unsold advanced from around 60 cents a pound in June 1948 to about 75 cents
in August. This situation prevailed until the harvest was well under way. Then
rumors began to circulate regarding heavy importations of European hops. Hops
are used almost exclusively for the manufacture of beer. They have practically
no other outlet. Under such conditions a slight surplus above market require-
ments is immediately reflected in drastically lower prices. Even the rumor of
large importations depressed the domestic hop market in the fall of 1948 and when
these rumors became a reality, spot market prices dropped sharply from around
75 cents or more per pound to 35 cents--much less than the cost of production.
We now witness the phenomenon of hops grown in the United States at the
highest cost of production in the world, going begging at the world's lowest price
level largely because of our excessive imports. This weakened market situa-
tion had, as its usual accompaniment, large-scale rejections of high-priced con-
tract sales, because buyers always become supercritical in their interpretation
of quality specifications under depressed market conditions.

The demoralized price situation now confronting the hop industry is, in large
measure, a direct result of tampering with the hop tariff. Domestic hop users
who desire European hops have been able to purchase their requirements in spite
of the 24-cent tariff, but cutting the tariff in half increased hop imports by at
least a million and a half pounds. Theoretically, this is an insignificant amount,
designed to help the poor hop growers in Czechoslovakia and Germany, but prac-
tically it turned out to be a sufficient quantity to overload the market and to
bring many American hop growers close to the brink of disaster.

If the President is to be authorized by the Congress to make arbitrary adjust-
ments in import tariffs, we suggest that be also be authorized to reimburse do-
mestic producers for damages suffered as the result of such actions.

We are In favor of the protective measures written into the bill for the ex-
tension of the Reciprocal Trade Agreements Act by the Eightieth Congress, be-
cause they provide at least some measure of protection to American producers.
The hop growers and the Nation as a whole cannot continue to exist as solvent
entities if some curbs are not placed upon the tendency of the State Department
to pass out concessions to our foreign competitors regardless of the effect of
such action upon our own economy. We have confidence in the judgment and
fairness of the Tariff Commission, based upon past experience. We regret to
say that we cannot make the same assertion regarding the actions taken by a
the Department of State in their ruthless exploitation of American producers in
connection with so-called reciprocal trade negotiations. be

We feel confident that we are expressing the as yet uncrystallized opinion of se
American citizenry, when we state that the people's mandate of November 2 ar
was distinctly not a carte blanche authorization to sacrifice the American stand- by

A:
In
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ard of living on the altar of free trade or to bankrupt the United States as a
kindly gesture of good will to the less fortunate nations of the world.

E. L. MAmxzLL,

Secretary, United States Hop Growers Association.

STATEMENT BY THE NATIONAL BOARD OF THE YOUNG WOMEN'S CHRISTIAN

ASSOCIATION

EXTENSION OF THE RECIPROCAL TRADE AGREEMENTS ACT

The national board of the Young Women's Christian Association has supported
the reciprocal trade agreements program since its inception in 1934. We have
favored each extension of the program after careful study, and have sent informa-
tive material to YWCA's throughout the country. At the most recent national
convention of the YWCA's of the United States in March 1946, it was voted that:
"We will promote and support action by our Government * * * to follow
national trade policies which conform to the principles proposed as a basis for an
International Trade Organization so that there will be the freest possible flow
of trade among all nations."

We now wish to urge favorable action by the Ways and Means Committee and
by the House of Representatives to extend the Trade Agreements Act until
June 12, 1951, with a return to the procedures followed prior to June 1948.
These are our principal reasons:

1. Since the United States is the dominant economic power in the world, our
action will set standards for world economic cooperation and development.
Mutual reduction of artificial trade barriers and discriminatory practices pro-
motes the exchange of goods; expanding multilateral trade helps each country
acbrieve high levels of production and consumption; good living standards are
necessary for world political stability and peace. The reciprocal trade program,
although never fully tested under normal conditions, has increased our trade
with nations participating in it. If the United States fails to extend the Trade
Agreements Act at this time, If it is restricted in is operation, or if it is extended
for only a limited period, other nations will have cause to doubt the Intentions
of the United States.

2. Planning now for the return of normal conditions of trade is essential to the
successful operation of the European Recovery Program. The nations partici-
pating in that program recognize the necessity of reducing barriers to trade.
Europe needs multilateral trade for efficient production. Although at present
the nations of western Europe have few goods to send us, this is an abnormal
condition. If those nations know that they will be able to export to us to
balance their imports when more normal conditions return, their production
and recovery will be stimulated. Otherwise, continued loans by the United
States may be needed to prevent a collapse of western Europe.

3. The successful operation of the International Trade Organization requires
mutual and reciprocal efforts to reduce barriers to trade. Renewal of Trade
Agreements Act will show our intentions to carry out the principles we have
espoused. This action is also needed in order to extend to other countries the
23-nation agreement on tariff reductions reached at Geneva in 1947.

4. Our productive capacity is still being used to the full because of pent-up
demands for goods in our own country and because of the operation of the Euro-
pean recovery program. Preparation for more normal conditions should be
made now, In order to keep our future production and employment high. Large-
scale production for both domestic and foreign markets will keep our unit costs
of production low, and thereby benefit the consumer.

5. The United States needs now and will continue to need essential materials
not available in this country. These Imports will help balance our exports but
will not do the whole Job. Also needed are goods produced better or more
efficiently abroad, with concentration by American industries on their most
efficient production. This would enable American consumers to purchase goods
at fair prices.

6. The above reasons show why extension of the Trade Agreements Act will
benefit the women and girls in the YWCA. We have a vital stake as consumers
seeking high living standards, and as workers needing a high level of production
and employment. We have a deep interest in promoting the peace of the world
by every possible means. In this we are impelled to action by our duties as
American citizens, by our deep religious convictions, and by our membership
in the world-wide YWCA movement.
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BRIEF OF Toy MANUFACTURERS OF THE U. S. A., INC., RE HEARINGS ON H. R. 1211,
EXTENSION OF TRADE AGREEMENTS ACT

On behalf of the Toy Manufacturers of the U. S. A., Inc., this brief is filed in
opposition to the enactment of H. R. 1211, now pending before your committee.
This bill would extend the present Trade Agreements Act without including
therein the provision in existing law giving the United States Tariff Commission
jurisdiction to establish peril points to govern the negotiation of tariff rates.

This industry became an important United States industry during and after
the First World War and has developed to its present high standards of produc-
tion and wage levels through initiative, research, capital investment, and pro-
tection against low-cost foreign competition.

Our views of the Trade Agreements Act and the trade agreement policy have
been made known to this committee from time to time by appearances and briefs,
when bills for the extension of the act have been before Congress. This is a mat-
ter of record with your committee and we will not unduly extend this brief by
its repetition.

During the first years of the operation of this act, due to economic factors and
international chaos, no bases existed upon which to compare foreign costs with
domestic costs and thus determine whether a reduction in the rate of duty should
be made, or to regulate the extent thereof. We had also the additional factor
of widely fluctuating currencies.

These and other factors were realized and considered by Congress, for in 1948
in the reenactment or extension of the Trade Agreements Act it included therein
the provisions of the present act.placing with the United States Tariff Com-
mission the duty to establish, after investigation and hearings, a limit beyond
which reduction could not be made without injury to American production or
labor.

Since the enactment of this bill, the United States Tariff Commission has pro-
mulgated regulations in accordance with law and by its orderly procedure has
justified the confidence placed in it by Congress.

The Tariff Commission has had but one opportunity to exercise the jurisdic-
tion conferred upon it-the pending schedule of items upon which a new trade
agreement is to be negotiated. In the preparation for these negotiations, it has
been our experience, and through contact with other industries we learn, that
the Tariff Commission has canvassed industry, agriculture, and labor in its at-
tempt to compile facts which would assist our State Department in negotiating
with foreign countries upon an intelligent basis so as not to disrupt any branch of
our domestic economy. t

The provision for the participation by the Tariff Commission, we feel, was a
wise one and one which should be welcomed by those Government agencies a
charged with the negotiations, as it has been welcomed and labor and industry a
in this country.

It is our firm belief that in the enactment of the Trade Agreements Act, Con- a
gress did not intend to reduce the protection afforded by our tariff to the point t
where it would result in unemployment to labor or serious injury to agriculture th
or industry.

Economic conditions of the world are still so unsettled as to afford no normal th
basis where it will be safe to establish permanently the protection needed in the o
case of the great majority of products and commodities which compete with our da
production. We feel, however, that the function performed by the United States ch
Tariff Commission is essential to the maintenance of our labor, agriculture, and tr
industry. m

From the debates on this bill in the House of Representatives and an examina- by
tion of the final vote thereon, the conclusion is inescapable that the present trend

is toward reduction of tariffs and the increase of imports without impartial in- thE
vestigation or the establishment of peril points. co

We respectfully urge that if it is the intent of Congress to continue the trade rec
agreement policy, the provisions of the act of 1948 conferring jurisdiction on the pr
United States Tariff Commission to determine peril points should be reinstated
in H. R. 1211. fav

Respectfully submitted. Toy MANUFACTURERS OF THE U. S. A., INC.,
By HORATiO D. CIAa ,
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THE BOARD OF CHRISTIAN EDUCATION OF THE PRESBYTERIAN CHURCH IN THE

UNITED STATES OF AMERICA

DIVISION OF SOCIAL EDUCATION AND ACTION

Statement for the Senate Finanre Committee. February 21, 1949. regarding the
reciprocal trade agreements bill (H. R. 1211):

The following official action was taken by the general assembly. Presbyterian
Church, United States of America, June 1. 1948. This official action was taken
by nearly 800 commissioners representing 8,455 churches with over 2% million
members.

"International trade: We recognize that a peaceful and durable world order
can be established only upon a sound economic foundation, one that offers the
peoples of the world the opportunity to meet at least the minimum necessities
of life. Assistance to foreign countries through the European recovery program
and other financial measures is of basic importance, but this will ultimately
be in vain unless accompanied by an opportunity for other nations to sell
goods to America equal in value to those they buy from us and to the money
lent them by the United States. Consequently, we look with alarm upon
the attempts of certain pressure groups to modify the reciprocal trade agree-
ments so as to nullify future steps toward freeing international trade. The
determination of powerful and interested economic groups within the United
States to gain special tariff consideration is one of the greatest domestic threats
to the stabilization of world economy. The denial of trade with any country
will imperil mutual understanding and good human relations, and will not
promote peace, world order, and Christian fellowship."

Statement submitted by:
PRESBYTERIAN DIVISION OF SOCIAL EDUCATION AND ACTION,

By FERN M. COLBORN.

NATIONAL PEACE CONFERENCE,
New York 18, N. Y., February 18, 1949.

Hon. WALTER F. GEORGE,
Chairman, Finance Committee,

United States Senate, Washington 25, D. C.
DEAR MR. CHAIRMAN: I am directed, by unanimous vote of the conferees of

the National Peace Conference, voting as individuals in our meeting held on
January 17, 1.949, in New York City, to convey to your committee our hearty
approval of the proposed legislation to extend and strengthen the reciprocal trade
agreements program.

The National Peace Conference has actively supported the reciprocal trade
agreements program since its inception. The work of our members has done much
to inform public opinion of the value of the program, both for the welfare of
the United States and for the peace of the world.

As the nations struggle to repair the damage of war and to restore productivity,
the reciprocal trade agreements program becomes increasingly necessary. With-
out some such policy of encouraging trade between nations, there would be serious
danger of stagnation resulting from barriers to imports, preventing the pur-
chase of necessary commodities, blocking exports, causing unemployment, dis-
tress and instability. Even though such stagnation began in a single nation, it
might and probably would prove contagious and tend to spread. We have learned
by sad experience that economic ill-health is no respector of national frontiers.

The reciprocal trade agreements program is an important means of protecting
the economic health of the world, of reducing the social strains favorable to
communism and war, and promoting the economic well-being generally. The
reciprocal trade agreements program is therefore of value to the security and
prosperity of the United States as well as to the peace and welfare of the world.

We favor the extension of the reciprocal trade agreements program and we
favor freeing it from the limitations Imposed on the program last year.

Sincerely,
RICHARD R. WOOD, President.
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BRIEF IN OPPOSITION TO H. R. 1211

(By C. A. Cannon, chairman, legislative committee, American Cotton
Manufacturers Association)

FEBRUARY 22, 1949.
To the Committee on Finance, United States Senate:

This statement is filed on behalf of the American Cotton Manufacturers' Asso-
ciation. The association represents the largest portion of this country's textile
industry with its headquarters in Charlotte, N. C. The majority of the mills rep-
resented are located in the Southeastern States. The textile industry is among
the Nation's largest from the standpoint of employment, furnishing work to well
over a half million Americans.

The textile industry views with great alarm the effect that H. R. 1211 would
have on the industry if it should be enacted into law without the proper amend-
ments to safeguard the security of the Nation, the industry, the economy, and the
American worker.

The textile industry is one of our Nation's first lines of defense. Soldiers can-
not maintain themselves in either hot or cold climates and cannot use their
weapons efficiently without proper clothing. Neither can the civilian population
produce efficiently the war materials and equipment to sustain a large army unless
they are properly clothed.

In addition to clothing soldiers and civilians there are a great number of
requirements for cotton textiles in the production, manufacturing, assembling,
and transporting of everything used by the military, whether it be airplanes, guns,
tanks, or other equipment generally thought of as being of top priority. In 1925
there were 37,900,000 spindles in place in this country and in 1939 there were
24,900,000, a decrease of 13,000,000 spindles in 14 years. To replace these spindles
the cost would be not less than 11/4 to 1% billion dollars. Since the textile industry
is so vital to our Nation's security, we should at all times have in operation
enough spindles to furnish the normal domestic and export supply by operating
two shifts of 40 hours each, with the third shift being available for use in any
national emergency.

The textile industry is one of the most vulnerable of all American industries
under the present Trade Agreements Act and would be placed in a critical con-
dition should H. R. 1211 be enacted into law without being amended to provide
the proper safeguards.

Foreign countries do not have the incentive to build up heavy industries to
produce so-called luxury goods, such as refrigerators, washing machines, electric
motors, automobiles, etc., because their countries do not have the standard of
living to support this type of industry. On the other hand, each country has had
an incentive to manufacture their own clothing andi therefore they have an estab- t
lashed textile industry that will be expanded, perhaps with American money, to I
consume the American market.

We have already seen evidence of this by the desire on the part of Germany and g
Japan to send their textile goods to this country. ti

We all know that the present Trade Agreements Act has not had a disastrous to
effect on the American textile industry because of war and abnormal economic
conditions. However, that situation is ended and through extensive subsidiza- w
tion from our own Government, foreign textile industries have been rehabilitated ot
and revived and are again entering into the textile markets of the world. This
fact is clearly revealed in the decrease of American cotton textile exports in im
1948 as compared to 1947. It is further revealed in the fact that the number Eu
of people employed in the American textile industry has steadily decreased re,
since January 1948. de_

We all know that communism thrives in any situation where unemployment, ee
bad economic conditions, and idleness are widespread. We do not see how we Ine
can afford to endanger the security and economy of this Nation by enacting legis- to
lation that would certainly result in the loss of American markets for some C
American Industries, and, therefore, produce drastically curtailed production of
in some industries and the complete close down of others. Eur

Further reduction of American spindles will seriously endanger our national but
security and have a disastrous effect on the civilian economy and war potential imp
in time of national emergency. The unrestricted importation of foreign textile T
goods will result in unemployment of millions of American workers. The hum
American farmer will be without a market for his cotton if the textile industry the
continues to lose its export and home markets. resp
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As an absolute minimum for the continued survival of the American textile
industry, H. R. 1211 should be amended to provide:

(1) For the continuation of the "peril point" report of the Tariff Commission
established by the Trade Agreements Extension Act of 1948. (In this connec-
tion the Tariff Commission should be established as a fact finding body with
definitely established "peril points" below which the President could not go
without going to Congress to explain his position.)

(2) For the insertion of an escape clause in all trade agreements which do
not now contain such a clause.

In conclusion, I wish to express to the committee my appreciation for the
opportunity of filing a statement. I hope the information which I have attempted
to bring to your attention will be of real value in assisting you in formulating
an equitable decision in this problem that is so vital to the welfare of our country.

STATEMENT OF WALTER J. MAsoN, NATIONAL LEGISLATIVE REPRESENTATIVE, AMERI-

CAN FEDERATION OF LABOR, ON THE EXTENSION OF THE RECIPROCAL-TRADE

AGREEMENT PROGRAM BEFORE THE SENATE FINANCE COMMITTEE, TUESDAY,
FEBRUARY 22, 1949

The American Federation of Labor has long been deeply conscious of the need
for a foreign policy, democratically conceived and executed, which in a very force-
ful and dynamic way would strengthen the ties among the world's democracies
and combat any growth of totalitarian government throughout the world. By
the activities of our European representatives, our specially constituted free
trade-union committee, through our assistance to the European free trade-union
movement and the developing unions in Germany, our participation in the
International Labor Organization, and our work in helping to establish a new
democratic organization of workers in the Americas, we have tried to carry out
our concept of a democratic foreign policy by carrying to other people of the
world our convictions about democracy and giving them every possible assistance
in their fight against totalitarian principles.

As part of its foreign-policy program, the American Federation of Labor
supports the extension of the reciprocal-trade agreements program; but we have
some suggestions to offer. At its recent convention in Cincinnati, the federation
unanimously adopted a report of its resolutions committee which reads as
follows: "We recommend that the American Federation of Labor support the
principle of this act. The reciprocal-trade agreements program offers a method
looking toward the further freeing of international trade from restictive barriers.

"However, in some instances the duty reductions already made have reached
the point where further reductions would endanger the employment in particular
industries exposed to competition from abroad.

"In supporting the trade-agreements program, we recognize the need of safe-
guarding American labor in some industries, especially where wages are a rela-
tively heavy factor in the cost of production, against competition that threatens
to undermine our labor standards."

The reasoning behind this resolution is very simple. It is intimately connected
with the efforts this country has been making through the Marshall plan and
other measures to achieve a peaceful and prosperous world.

The problems of attaining a peaceful and prosperous world are, of course,
immense, but we feel a good start has been made. The most crucial area is
Europe, and through the European recovery program, we have done much to help
restore the war-torn economies of the European democracies. However. the
devastating physical destruction caused by the war and the many political,
economic, and financial obstacles to normal living which the past 10 years have
inexorably brought will make It extremely difficult to restore any real stability
to Europe by 1952.

One of the more perplexing obstacles to stability in Europe, as well as the rest
of the world, involves the problem of achieving balanced trade relations. If
Europe is to be self-supporting, It must find ways not only of producing more
but of selling more to other countries in return for the products which it must
Import.

The advantages of reducing trade barriers and expanding world trade are too
numerous and well-known to be enumerated here in any detail. As workers in
the United States we benefit by an expanding world trade in two particular
respects: (1) Over 2,000,000 workers in this country are dependent upon exports
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for their jobs; the most recent analysis of the Bureau of Labor Statistics indi-
cates that the employment of nearly 2,400,000 workers in the first half of 1947
was dependent upon exports. (2) As consumers we are able to purchase foreign-
made goods, which otherwise would not be available for consumption in this
country.

If the principle of reducing trade barriers is valid at all, it Is valid with
reference to the trade barriers of the United States. If stability can be
achieved, it can be achieved only if this country is willing to purchase more
products from other nations than heretofore. We must become more 'import-
minded. Only in this way can the rest of the world obtain the dollars which are
necessary to enable them to make their purchases from us.

The chief instrument by which this Nation can contribute toward a pro-
gressive reduction in world-trade barriers is the reciprocal-trade agreements
program. Under this program, this country has already reduced its duties by
some 50 percent on the average: and we have very few quotas on imports and no
embargo at all. Because of our stake, as workers in a free society, in developing
a peaceful and prosperous world, we firmly support a 3-year extension of this
program.

While we unequivocally support extension of the Reciprocal Trade Agree-
ments Act, we wish to make it clear that this does not imply 'endorsement of
each and every tariff or import duty which has been or will be negotiated under
this program. In fact, we feel that the level of import duties on some com-
modities may be at a point beyond which further reduction might endanger pro-
duction and employment opportunities of the domestic industries producing
competing products.

We have a number of national unions that operate in industries that are faced
with competition from imports. The resolution quoted above takes into account
the validity of their concern. We support their position. Imports that come
from countries where prevailing wages are low do offer a threat to our labor
standards and we urge that care be taken to assure ourselves that such imports
do not undermine these standards. This is a question of the prices at which
such imports can be sold in this country in competition with our own output.
We do not fear fair competition. The rate of duty should be sufficient to provide
against prices that will force industry to depress wages and seek to impose
unsatisfactory working conditions; but they should not be higher.

The American Federation of Labor takes the greatest pride in the productivity
efficiency of the American worker. We realize that through the application of
new production techniques, improved machinery, andi the efforts of the organized
labor movement in this country, the American worker, with his machine tools,
is far more productive and efficient than his counterpart anywhere in the world.
This greater productivity is directly responsible for the fact that the American
standard of living is higher than anywhere in the world. This high productivity
means, in many instances, that the products made by American labor have a
lower unit cost in this country than similar articles made abroad, and that many
products of American labor can be exported and sold in competition with similar
products made in other countries.

Nevertheless, what is true for American industry as a whole may not be
true for each specific product made in this country There are some instances
in which foreign competitors utilizing substandard conditions of employment
can and d compete directly with American products and could, in the absence
of reasonable protection by import duties, drive these producers to lower levels
and deprive American workers of employment

I do not mean to imply that we should refrain from reducing our import
duties every time a businessman claims the lowered duty will force him out
of business. What I do say is that the facts surrounding each proposed reduc-
tion must be carefully examined for its possible effects on domestic production
and employment, that the total effect of the reduction, on exports as well as
imports, must be studied, and that ample opportunity to present their views
must be afforded those who might be affected by the reduction.

In other words, it would be wise to examine with care the character of
competition that would be encouraged by further duty reductions. The Tariff
Commission seems to us to be the appropriate agency to carry out the necessary
factual investigations of comparative labor costs in various countries and related
data needed to aid and guide the State Department in its negotiations. This is
good procedure and would not injure the sound administration of the trade-
agreements program. We urge that the authority of the Tariff Commission be
accorded full recognition in the adjustment of tariff rates and believe that this
will not hinder the progress of the trade agreements program.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 677

This process of determining possible reductions in import duties is naturally
a very complicated one. Because it so directly affects the workers in the in-
dustries concerned, it is of primary concern to organized labor, and one on which
labor must be consulted.

Because this question is so important, the recent A. F. of L. convention, in
endorsing the reciprocal-trade agreements program with the words I have
already quoted, added the following comment:

4 * * * We urge that in the process of reaching reciprocal-trade agree-
ments affecting the labor standards of our workers that labor be accorded an
appropriate and adequate opportunity of presentation and effectual repre-
sentation."

To a certain extent labor is represented now in the process of determining
import duties since, along with other interested parties it is given the op-
portunity of presenting its point of view before the Committee for Reciprocity
Information. However, this representation needs to be strengthened. As it
stands now, presentation before this committee must be confined to general
comments because no indication is given of the contemplated tariff reductions.
In order to make this system more effective, either labor representatives should
be part of the team negotiating the agreement or labor should have an oppor-
tunity of presenting its views before the proposed reductions are finally adopted.
In any event, if the principle of labor representation has any meaning, it should
mean that labor's views should be sought with respect to specific import dutiet
and not simply the general level of import duties.

BRix AGAINST THE REENA(CTMENT OF THE TRAMnD] AG1EEMENE'S Acr
Prepared by Arthur Besse, president, National Association of Wool Manufac-

turers, for the Senate Finance Conmittee, February 22, 1949

The Trade Agreements Act should not be further extended.
Much has been said about the act, a considerable amount with the object

of concealing its real purpose. It is becomim: increasingly apparent that the act
is being used to bring the United States to what amounts to a free-trade basis
and to freeze that basis by making both the free and dutiable lists the subject
of international agreements.

Anyone has a perfect right to espouse the principle of free trade, but the advo-
cacy of such a program should be honestly conducted. The aims of such a pro-
gram should not be obscured by a listing of impracticable objectives, unjustified
emphasis on terms such as "reciprocal," or reiterated assurancess that 11o domes-
tic producers will be hurt, when the program, if successful, necessitates a curtail-
ment of the domestic producers' home market.

An examination of the record will, I think, show the act in broader perspec-
tive and give an insight into its underlying purpose.

The original amendment of 1934
The first Trade Agreements Act in 1934 was largely the work of Cordell Hull,

then Secretary of State. Mr. Hull has always been consistent in advocating
the reduction of tariffs and, so far as I know, has never suggested that the
reduction should stop at any particular point.

In his "Memoirs," in speaking of his desire to reduce the 1930 tariff rates,
Mr. Hull says (p. 358) ,"It would have beep folly- to go to congress s and ask
that the Hawley-Smoot Act be repealed or its rates reduced by Congress." So
the trade agreements program was devised to bypass Congress. According to
Mr. Hull (p. 354), the Executive Committee on 'ommercial Policy drafted a bill
delegating tariff powers to the President since the committee was "agreed that
only this type of executive agreement could succeed."

However, the act was never publicly described by its proponents as a device
by which Congress would delegate to the Executive the power to do that which
Congress itself would not do if it were consulted. The original act was urged
as a measure which would overcome the effects of tile depression of the early
thirties. Mr. Hull himself said that the act was "not an extraordinary plan to
deal with ordinary or normal conditions. nor an, ordinary plan to deal with
extraordinary conditions" but was "all emergency munasure to deal with a danger-
ous and threatening emergency condition."
4 The drafters of the bill went considerably further and state! that the purl ose
of the bill was to expand the foreign markets cf tile world and thus 1 1) to,

4
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restore the American standard of living; (2) to overcome domestic unemploy-
ment and the economic depression; (3) to increase the purchasing power of the
American public; and (4) to establish and maintain a better relationship be-
tween American agriculture, industry, mining, and commerce. Of course, no
one can or ever has attempted to show that these objectives were attained, even
in part.

There was also included in the bill a provision that the President not only
could lower existing tariff rates by 50 percent but could Increase them by the
same percentage. Mr. Hull, writing 14 years later, said (p. 359), "Although
tariff rates could be raised or lowered, it was obvious we would reduce them,
%ince no other country would sign an agreement to increase our tariffs." In
other words, the provision that rates might be raised was pure camouflage.

The 1937 renewal
By 1937 Mussolini had overrun Ethiopia;, Japan had been operating in Man-

churia for over 5 years; Hitler was devoting his attention primarily to building
up Germany's war potential. The advocates of the trade-agreements program
adopted a well-known industrial concern's slogan. "World Peace through World
Trade." It was an appealing argument, and although Mr. Hull himself says
(p. 363) that he "never claimed that trade agreements would be an absolute
panacea against war," the peace argument was widely used. Many people today
still repeat parrotwise the slogans of 1937 and believe that an increased volume
of foreign trade will promote world peace. Certainly world peace would encourage
more foreign trade, but nobody has ever been able to show that the reverse would
be true.

The 1940 renewal
By 1940 World War II was under way, ard the United States was endeavoring

to achieve some degree of preparedness in cmse we became involved. The old
arguments for the trade agreements were again brought forward. Here is the
way it was put by one of the proponents:

"The choice before us is whether we shall read the way toward the slough
of despair and ruin for ourselves and others, or toward the heights of economic
progress, sustained prosperity and enduring peace for our Nation and the world."

Of course, no one could prove or disprove such a statement, either when it
was made or since. If there was the slightest bit of evidential support for such
an assertion, I would be an ardent advocate of the program.

The 1943 renewal
In the midst of war, neither economic arguments nor the peace theme ap-

peared appropriate. The plea was more or less of the "don't-rock-the-boat" char-
acter. Sumner Welles of the State Department said that United States action
on the renewal of the program would "be regarded by peoples throughout the
world as an acid test of our future intentions respecting the peace." The act
was again renewed, although foreign countries paid little heed to that circum-
stance. In fact there is no indication whatever of any real foreign enthusiasm
for the United States trade-agreements program.

The 1945 renewal
In 1945 the emphasis was on two arguments. One was a renewed allegation c

that our trade with agreement countries had increased to a greater extent than P
our trade with nonagreement countries. The other was that the program would
assure our mass-production industries a profitable overseas market after the i
war.

The tabulation on trade with agreement countries and nonagreement countries
made by the State Department was misleading in the extreme. It purported to
show that between 1934-35 and 1938-39 our exports to trade-agreement coun-
tries increased 63 percent while exports to non-trade-agreement countries in-
creased only 32 percent. The tabulation excluded from the list of "agreement
countries," ]euador, Turkey, Venezuela, and the United Kingdom and its crown in
colonies on the ground that the agreements with those countries had been in 19-
effect a relatively short time. The tabulation included with the "nonagreement Co
countries," Germany, Italy, Spain, Japan, and China--all either at war or pre- tio
paring for war. Including the first list of countries with the trade-agreement the
countries and excluding the war countries from the nonagreement countries, the per
exports to agreement countries showed an increase of 62.8 percent and the ex- of
ports to nonagreement countries an increase of 57.8 percent. This is an insig- dur
aificant difference. Obviously, a statistician, by excluding or including various at
groups, cou d reach almost any dictated conclusion. cre
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The lure of profitable postwar exports proved a powerful magnet in drawing
supporters from the mass-production industries. But the argument caused
some concern abroad. Two writers in Harper's in February 1945, said, "This
country is moving into a campaign backed by all our Industrial arid financial
might to capture as large a share of the world's markets as possible." The
president of the American Chamber of Commerce of London said: "On the one
hand American industry is wholly desirous of helping Britain technically, but
when it comes to competition in neutral markets, American industry is going to
get all the business it possibly can." This United States drive for exports is con-
sidered "economic aggression" abroad and is by no means improving our foreign
relations.

The outstanding feature of the 1945 renewal was the President's statement
that he had used up his bargaining power and needed authority to cut United
States rates further if he was to continue to obtain reciprocal concessions from
other countries. Since a very considerable grant of power had been conferred
in 1934, the assumption was that, in the process of using it up, concessions of
considerable magnitude had been obtained from other countries. Such an
assumption is incorrect. This aspect of the program is more fully covered below.

An argument extensively used in 1945 (and later in 1948 and 1949) is that
no domestic industry had been damaged. The argument is not persuasive. At
no time since 1937 or 1938 when the more important agreements were signed
have foreign countries been in a position to send us a large volume of goods.
They were unable to capitalize on whatever benefit they may have expected to
obtain as a result of our lowered tariffs. The so-called escape clause was widely
discussed and has been written into most of the agreements. However, it has
never been used, and the administration can escape the necessity of invoking
it by merely claiming that an increase in imports was not unforseen. As a
matter of faet, it would appear that all increases may be considered foreseen,
since presumably the only purpose of a tariff reduction is to promote an increase
in imports.

Although the so-called escape clause is a somewhat weak reed for domestic
producers to rely upon, the administration has resisted attempts to write into
the act the requirement that the escape clause must be incorporated in all agree-
ments. It is difficult to see the logic behind this unless there is a definite inten-
tion to damage domestic enterprises.

A study of the trade-agreements program must lead to the conclusion that
injury to domestic industry is inevitable and intended. Except in these branches
of industry where domestic producers are unable adequately to supply the do-
mestic market, any increase in imports will reduce the potential market for
domestically produced goods.

Despite the assurances that no damage would be allowed to disrupt domestic
industry, instances of such damage are beginning to accumulate. The list in-
cludes watches, lace, rubber foootwear, pottery, and wool gloves, among others.
Complaints are being voiced by oil producers and various mining enterprises.

It would appear that the administration has at long last begun to realize
that it is not possible to hand over a part of our domestic market to foreign
interests without taking it away from our own producers. Under Secretary
Thorp, speaking before the Ways and Means Committee on January 24, 1949,
complained that the peril-point system prescribed by the 1948 act makes "narrow
protectionism the sole criterion for determining the concessions which may be
made by the United States in trade agreements." Since tariff is no longer of
importance for revenue, its sole purpose is protection. What Mr. Thorp says
in effect is that other considerations should override the necessity for protec-
tion. If a tariff is not for protection. what is it for? If other considerations
are to be paramount, how can the tariff protect and how can domestic industry
escape damage? This is the essence of the argument.

Bargaining power
In 1945, as already outlined, increased bargaining power was requested. It is

interesting to see what has happened to our bargaining power from 1934 to
1949. The Tariff Commission has calculated that if price levels had remained
constant and the character of our imports had continued unchanged, the reduc-
tions in tariffs under the several trade agreements negotiated would have had
the effect of cutting the average duty collected on dutiable imports from 482
percent under the 1930 rates to 25.4 percent under the 1948 rates-a reduction
of nearly one-half. The reduction of our tariffs, however, has been going on
during a period of rapidly advancing prices when specific duties were becoming,
at least theoretically, less and less adequate and representing a constantly de-
creasing percentage of the value of the imports to which they are applied.
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The true picture is shown by a comparison of the actual duties collected with
the value of dutiable imports. In the period 1930-34, just before the trade
agreement amendment was passed, the duties collected represented 50.2 percent
of the value of dutiable imports. In 1948, the duties collected represented ap-
proximately 14 percent of the value of dutiable imports. This is the 'eal measure
of our remaining bargaining power.

The term "reciprocal"
It would be reasonable to expect that we should have received something

of value in exchange. I do not believe it is an exaggeration to say that we have
received nothing by way of exchange. State Department representatives, in
urging a continuance of the trade-agreements program, admit that never before
have foreign barriers against the importation of our goods been higher or more
restrictive.

Under what is called a reciprocal program, United States tariffs on dutiable
imports have dropped from an average of over 50 percent to 14 percent, and the
average collected on total imports has dropped from 43 percent to 5.2 percent,
while foreign barriers have been substantially increased.

There is no country of substantial size with which the United States has
concluded trade agreements which has not taken steps to nullify the concessions
made to this country. In some cases such action was taken in accordance with
provisions of the agreement and in some cases not. The net result has been that
concessions given to us have been withdrawn or nullified, although concessions
which we accorded to other are still in effect.

Practically all countries with which we have agreements have adopted a
system of import licenses operated by the government. Many of these systems
are supplemented by the use of exchange allocations. If the tariff rates or quotas
maintained by foreign countries are not sufficient to keep out certain goods they
are now excluded by a refusal to issue an import license or a deniel of an
allocation of the necessary exchange.

The following countries, with which we have concluded trade agreements,
have import-licensing systems: Argentina, Australia, Benelux, Brazil, Burma,
Ceylon, Colombia, Cuba, Finland, France, India, Iran, Lebanon, Mexico, New
Zealand, Norway. Pakistan, Peru. Southern Rhodesia, Sweden, Syria, Union of
South Africa, United Kingdom, Uruguay, Venezuela.

Most of these countries also allocate exchange.
France, in addition to using import licenses, twice devalued its currency, uses

a multiple-currency system, and has reimposed certain previously suspended
tariff duties.

Mexico not only uses import licenses but has devalued its currency, increased
its tariffs, embargoed certain imports, and imposed a surtax on many imports.

China has established new tariffs, imposes a rebellion-suppression tax on
imports, and screens imports through a governmental purchasing agency.

Sweden, after signing an agreement with us, was obliged to use quotas and to
discriminate against United States goods in a manner specifically prohibited by
the agreement.

Ecuador, using a system of exchange allocation, also imposes special import
taxes and surcharges.

Costa Rica relies upon exchange control.
This leaves El Salvador, Haiti, Guatemala, and Honduras in the Western

Hemisphere, and Iceland, Turkey, and Switzerland in the East. They all have
various types of controls, but they are less rigorously applied.

This is a sorry record for a program that set out to reduce barriers to trade
throughout the world. Only in a few cases, however, are the foreign countries
to be censured for the erection of these barriers to trade. In most cases their
utilization has been the result of stark economic necessity. In some cases these
restrictive barriers have merely served to replace tariffs which we unwisely in-
duced other countries to lower before they were in a position to do so.

The point of reciting these facts Is twofold:
First, to show the ridiculousness of the statement that "the trade agreements

program is a proved and tested method of reducing world-wide barriers to Inter- C
national trade," and

Second, to show the folly of the State Department's insistence on hastening a
to conclude these agreements with foreign nations before those nations are in a tj
position to carry out their commitments. The obvious conclusion is that the le
State Department, despite its propaganda which has made such a strong appeal
to exporting interests, is intent not so much on lowering trade barriers abroad pe
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as on lowering United States tariffs and nailing them at a drastically lowered
level.

It is known, of course, that the State Department, the Commerce Department,
and the Economic Cooperation Administration all have units whose function it
is to stimulate imports.

Mr. Harriman. when he was Secretary of Commerce, said. "The slogan 'Buy
America' is dead; we should buy abroad."

That appears to be the object of the program-to buy more abroad and to buy
less at home, regardless of the effect upon certain domestic enterprises and those
employed therein. The protestations of concern for domestic industry can
scarcely be sincere and certainly cannot be implemented if the program is to
result in increased importations of competitive products, wbich is its acknowl-
edged aim. The talk of reciprocal concessions and the exaggeration of the value
of concessions made to us by other countries appear to be largely window dress-
ing. The fact that we do not take retaliatory action when other countries have
to take steps to nullify their concessions clearly indicates that the State Depart-
ment is little concerned with the concessions made by foreign countries. It
would appear that the Department is primarily concerned with getting this
country on as nearly a free-trade basis as possible and doing it while upset world
conditions make it impossible to test and observe the effects of the drastic
progressive cuts being made in United States tariff rates.

It should be noted that some of our officials would use the delegation of tariff
power for the even broader purpose of remaking our economy. Under Secretary
Thorp said on January 24 last that under the act which is pending before you,
he, and other officers concerned in carrying it out, would "have a clear mandate
to broaden the bases of United States foreign trade * * * and to guide the
economy as a whole into the most productive lines possible." (Italics added.)

This certainly suggests that the intent is to liquidate certain enterprises and
promote the expansion of others. If that is the intent-and I believe it is-I
raise the question as to whether Congress should delegate such a task to Mr.
Thorp and his fellow workers in the State Department or should itself participate
in this endeavor to remake our economy.

This is the picture which is presented today. It is not the picture which has
been painted hithertofore when the Trade Agreements Act has come up for
relative. If may well be asked, why, of this is a true picture, does the act
have such apparently wide public support. There are two reasons. The first is
that the subject is complicated and that the glib arguments urged in support of the
act, although largely spurious, have obscured its real purpose. The second is.
that the program is the only method which has been available to permit the reduc-
tion of tarriffs which may be higher than necessary, without requiring full con-
gressional review of the many complicated schedules of the tariff structure.

Some tariffs have been higher than were required under the conditions which
have ezisted since 1930, and a case can be made for their reduction. But the
proper way to correct a tariff which is too high is to cut it to a point where it is
Just high enough. The State Department's objective, however, appears to be a
point not "Just high enough" but a point which is definitely "too low" so that do-
mestic producers will have to surrender a part of their market to imports. Such
an objective is Implicit in the trade-agreements program and has been tacitly
admitted. I cannot believe that that objective would be approved by the Con-
gress, nor that even if it were, Congress would want to delegate to the executive
branch of the Government the responsibility for carrying it out.

The trade-agreements program is not what most people have been led to believe.
It is a dangerous grant of power to "guide our economy" as an executive depart-
ment believes it should be guided. It is leading the United States into economic
and political difficulties from which it will not be easy to extricate ourselves. It
is being used in connection with the general agreement on tariffs and trade to
lead us into the International Trade Organization which would "guide the econ-
ony" not only of the United States but of the world.

The program should not be renewed.
There should, however, be machinery for adjusting our tariff rates, and a full

congressional debate such as occurred in 1929 and 1930 does not appear a very
satisfactory method. But neither does the trade-agreements program, which is
a one-way street making our markets increasingly vulnerable to foreign compe-
tion and tying our hands without reducing barriers to our trade abroad. What we
need is a real flexibility of tariff rates and freedom to change them when they
should be changed without the necessity of obtaining permission of foreign com-
petitors.

83697-49-pt. 1-44
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A practical program was presented to the last Congress as S. 2582. It provided
for the establishment of a Foreign Trade Authority with power to establish
United States tariff rates which would promote fair and reasonable competition
between foreign imports and domestic products. Action under this delegated
power would be subject to congressional veto but would not require congressional
approval. Provision was made for cancellation of existing trade agreements but
fGr adherence to the tariff rates therein specified, leaving foreign countries free
to handle their own import problems in the light of their own best interests--a
procedure which foreign countries have pretty well had to adopt despite their
trade agreements with us.

I invite immediate attention to the proposals made in S. 25S2 introduced in
the Eightieth Congress. The program there outlined would permit the accom-
plishment of all the legitimate objectives of the trade-agreements plan but would
not tie our hands as the trade-agreements program has done and would eliminate
the logrolling and horse-trading technique of setting tariff rates by international
agreements.

NATIONAL WOOL Gsow zs ASSN.,

Salt Lake City 1, Utah, February 16, 1949.
Honorable WALT.R F. GEORGE,

Chairman, Senate Finance Comnittee.
United States Senate Building, Washington, D. C.

DzLa SENATOR GzoRoG: The situation confronting the domestic sheep industry
is well known to you and the Senate Finance Committee. It appears this year
that we are confronted not only with the disastrous forces of nature but also
with the definite possibility, as evidenced by the action of the House of Repre-
sentatives, of the return by the Department of State and the Interdepartmental
Committee of the "iron curtain" tactics of negotiating the so-called reciprocal
trade agreements.

We are opposed to trade agreements negotiated in this manner and much prefer
the Trade Agreements Act as it now stands, not because it is remedy but as a
safeguard. We ask that the peril-point amendment be retained in future trade-
agreements legislations.

Our position is and always has been in favor of a fair and equitable tariff
for the sheep industry. In this connection the following action was taken at our
eighty-fourth annual convention in San Antonio, Tex., on February 1 through
February 4, 1949:

"We reaffirm our traditional stand that a tariff equalizing production costs
Is the proper way to protect the American sheep grower. We further believe
that any proposed agreements under the Recriprocal Trade Act should have the
approval of the Congress of the United States."

The brevity of this letter in no way minimizes our concern in this problem.
We urgently request consideration of the position taken by the domestic sheep
industry and ask that this letter be made a part of the record. e

Sincerely yours, a,
J. M. JONEzS. it

a

MINNEAPOLIS, MiNN., February 21, 1949. fo
SENATOR WALTER F. GEORGE. ca

Chairman, Security Finance Com"mittee, Office Building. lal

The retail jewelry business of the United States is largely dependent on the sale
of and profit from Swiss watches. We believe that any change in reciprocal trade di

agreement which increases tariff on these watches would adversely affect our busi- ke
nesS. As president of the American National Retail Jewelers Association composed de

of 6,500 retail jewelers with about 50,000 employees. I respectfully suggest that you qui

send this telegram into the records during the hearings of your committee this we

week. gr
MAURICE ADMqHI!MM. SW

President, American National Retail Jewelers Association. S. Jacobs Co. I
qua
Sint
our
dut.
deli,
pres
is o
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CHERRY GRowERS AND INDUSTRIES FOUNDATION, INC.,
Corvalls, Oreg., February 18, 1949.

Re Hearing on H. R. 1211, Trade Agreements Act.

CoMMrrrEE oN FINANCE, UNITED STATES SENATE,
Washington, D. 0.

GzNTLzmEMN: The Cherry Growers and Industries Foundation, representing
growers, processors, and shippers of cherries in the States of California, Oregon,
Washington, and Idaho, desires to record in this manner its earnest opposition
to those provisions of H. R. 1211 which would eliminate the present fact-finding
role of the United States Tariff Commission in connection with modification
of tariff rates through trade agreements.

We believe it to be of vital importance that the President have the benefit
of the expert and impartial findings of the Tariff Commission relative to possible
effects of tariff reductions upon domestic producers, before he enters into any
trade agreement making such tariff reductions.

The procedure now prescribed by the Trade Agreements Act tends to protect
against ill-advised sacrifice of tariff protection without a full understanding of
the cost involved to our domestic industries. It affords an opportunity for do-
mestic producers who would be affected by a tariff reduction to present their
casecase before an agency which is independent of the policy-making officials and
departments which originate the proposal for tariff reduction, and which is
competent to determine the facts.

The present procedure assures the domestic industries that the President will
be impartially and expertly advised as to the cost and sacrifice involved in any
proposed tariff reduction.

Tariff protection is of vital concern to our American cherry industry, the annual
crop of which is now valued at almost $50,000,000. One of the principal market
outlets for domestic cherries exists only by reason of the duties upon foreign
cherries. More than one-fourth of the United States production of sweet cherries,
as well as substantial quantities of sour or tart cherries, are now brined for manu-
facture of maraschino and glacd products. This market is made possible by the
duty upon foreign brined cherries.

Prior to establishment of the present tariff on brined cherries, practically all
of the brined cherries used in the United States came from abroad, chiefly Italy.
It was impossible for the growers and processors of domestic cherries to com-
pete with the cheaply produced and processed foreign cherries; hence, there was
no important commercial cherry-brining industry in the United States.

Upon establishment of tariff protection, however, the American brining indus-
try immediately developed. The cherry growers, who for several years had been
struggling under the burden of disastrous surplus production over the volume the
then-existing markets could absorb, took immediate advantage of this new brin-
ing outlet for their cherries. They built extensive brining plants, formed coop-
eratives and other organizations for brining and marketing the brined cherries,
and undertook a vigorous market-development program for such cherries. New
and improved methods of brining were developed and high standards of grade
and quality were achieved.

As a result, the brined cherries now constitute the principal processing outlet
for sweet cherries. The volume brined exceeds that which is canned. and indi-
cations are that brining will soon exceed the fresh market and thus become the
largest market outlet for our domestic sweet cherries.

Loss of the present domestic brined-cherry markets to foreign producers would
divert to the fresh and canning markets this large volume of cherries now mar-
keted in brined form. Those remaining markets, subject as they are to rather
definite limitations, could not possibly absorb these added supplies, with conse-
quent demoralization of all the markets, including those for the sour cherries as
well as the sweet varieties. The issue is, therefore, of great importance to the
growers in the sour-cherry Eastern and Midwestern States along with the
sweet-cherry growers on the Pacific coast.

Present tariff rates on brined cherries are in no manner prohibitive. Large
quantities of Italian brined cherries have come into the United States each year
since the end of war, and they compete most actively with the local cherries in
our domestic markets. They are now being offered on a landed New York basis,
duty paid, at prices which are actually less than the cost of production and
delivery of the domestic cherries. It is apparent. therefore, that even with
present duty rates the foreign and domestic cherries are highly competitive. It
is obvious that without any tariff protection to act as a floor to this price com-
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petition from the imported article and under thp pressure of the great volume
of foreign cherry production suitable and available for brining and export to
the United States the domestic industry would quickly lose the domestic markets.

It should be noted that approximately 50 percent of the cost of brining and
pitting cherries in the United States is cost of labor, and more than 60 percent
of the cost of growing and harvesting the cherries is cost of labor. The brined-
cherry industry, therefore, represents in about equal proportions the interests of
agricultural producers and the interests of labor employed.

These data are thus cited to indicate the very real concern the American
cherry industry has in the process by which tariff protection is maintained, is
modified, or is removed. Cherries are not a commodity the production of which
can be quickly adjusted to meet shifting or temporary market conditions. A
cherry orchard represents the grower's lifetime work and investment. If he
is forced to abandon or pull the orchard, he suffers a tragic and irreparable loss
of time, effort, and capital. It is only natural, therefore, that the growers feel
very keenly the necessity for a fair, nonpolitical, and impartial investigation of
the effects of tariff modifications prior to any trade-agreement commitment to
such modifications. 

I

We therefore respectfully urge that section 5 of H. R. 1211 be stricken, so that
the Tariff Commission will continue its investigations and determinations of peril
points prior to negotiations leading to tariff modificatons, as provided in the pres-
ent law.

Retention of the present procedure will give assurance to the domestic pro-
ducers that their interests are not to be wholly ignored and blindly sacrificed by
their Government in its negotiation of future trade agreements. It would seen
that the constitutional responsibilities of the Congress require no less than this
assurance.

We further endorse inclusion in H. R. 1211 of a provision which would require
each trade agreement entered into thefeunder to contain a so-called escape clause
whereby each party to the agreement may, upon timely notice, withdraw any or
all concessions granted thereunder which are found to be injurious to its domestic
producers.

It will be appreciated if this statement may be included in the record of your
committee hearing upon H. R. 1211.

Respectfully,
CHERRY GROWERS & INDUSTRIES FOUNDATION,

By ROBERT E. SHINN, President.

STATEMENT OF FRANK W. TAYLOR, SECRETARY-MANAGER, NORTHWEST HORTICULTURAL

COUNCIL, WENATCHEE, WASH., RE EXTENSION OF THE TRADE AGREEMENTS ACT

(H. R. 1211)
REPRESENTATION

The Northwest Horticultural Council is a nonprofit corporation organized under
the laws of the State of Washington. Its membership is as follows: Washington
State Apple Commission, Wenatchee Valley Traffic Association. Yakima Valley
Traffic Association, Hood River Traffic Association, and Rogue River Valley
Traffic Assocfation.

The member associations are composed of growers, individual shippers and
shipping firms, sales organizations (including grower sales agents), growers

cooperative organizations, fruit distributors and exporters of deciduous fruits pro-
duced in and shipped from the States of Washington and Oregon. The council rep- t
resents the growers and shippers of practically 100 percent of all commercial
apples grown in the two States and in excess of 90 percent of all commercial de-
ciduous fruits grown in th-ose States. The annual production of deciduous fruits r
in the States of Washington and Oregon approximates 1,380,925 tons grown on
approximately 147,625 acres of orchard, which production has an aggregate farm
value averaging in recent years approximately $125,000,000 annually. a

Apple production in the States of Washington and Oregon equaled in 1947-48, g
and normally equals, approximately one-third of total United States commercial
production. The States of Washington, Oregon, and California account for
almost all of the Nation's export production of fall and winter pears. tr

The Importance of the export market to the Pacific Coast States of Washing- a
ton, Oregon, and California is manifested by the fact that there was exported w
28.64 percent of all apples shipped from the States of Oregon and Washington at

co
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in 1938, the last year before the war interrupted all exports. This is com-
pared with 11 percent exported from the national production. Fall and winter
pears for the years before the war shipped an average of 43.8 percent to export.
The winter-pear production for the three Pacific Coast States averages front
4,000,000 to 6,000,000 boxes annually. It constitutes a major crop in such centers
of production as Medford and Hood River, Oreg., upon which the entire community
largely depends for its livelihood. The maintenance of these industries on a
profitable basis therefore poses a problem of widespread magnitude and of
deep social and economic Importance.

THE POSITION OF THE COUNCIL ON TRADE AGREEMENTS

The Reciprocal Trade Agreements Act became law June 12, 1934. The apple
and pear industries through their then constituted agencies have affirmed and
reaffirmed their endorsement of the policy of the Trade Agreements Act and
have consistently supported the renewal of the act from time to time. We
again reaffirm our endorsement of the policy as set forth in the preamble of
the act and of the means provided in the act for the practical application of
the policy to the restoration and further development of international trade.
We are, however, deeply concerned with the way the act has been administered
and have strong reason to doubt that under present world conditions the act
can be made to perform the function for which it is intended. In fact, the
experience of our industry with the trade agreements negotiated to date in
which apples and pears were items of negotiation, leads us to the unavoidable
and disappointing conclusion that the treaties have failed to establish that
equality of treatment upon which the success of the policy depends.

This industry (considering apples and pears as one), has pointed out over and
over again in many statements filed with the Committee for Reciprocity Infor-
mation the basic principles which must be incorporated in any trade agreement,
beginning with those filed in 1935 and continuing down to those recently filed
by this council in relation to the 11 nations with whom trade agreements
are scheduled for negotiation next April. The beneficial results of the agree-
ments have been difficult to find. They have certainly not developed or restored
export trade in our commodities. We recognize the World War II has largely
and, in fact, almost entirely destroyed our export trade in fresh fruits following
1939-40. On the other hand it has greatly increased our imports of these same
fruits. These increases have been made possible and encouraged by the generous
reductions granted in January of 1936 and 1939 and 1947 in our tariffs without
compensating concessions on the part of nations to whom concessions were
granted.

By our endorsement of the policy of negotiating trade agreements which shall
be reciprocal in fact as well as in name, we do not subscribe to the use of
the authority as an instrument of foreign policy outside the economic field. Our
concept of the act is that it was intended to be economic and domestic in char-
acter and to be an instrument for the breaking down of trade barriers which
had grown up in multiple forms in the period of trade war growing out of World
War I. The United States entered the trade war and precipitated reprisals
following the Tariff Act of 1930. Britain and the Commonwealth of Nations
launched the principle of Empire preference, and other devices to form a trade-
union within the Empire. Other nations raised a multitude of trade barriers.
The policy which found legislative expression in the Trade Agreements Act of
1934 was designed to break down these barriers which were stifling international
trade and causing increasing irritation between otherwise friendly nations and
former allies and neighbors. The 14 years' experience since the policy was
placed In active operation in January 1936 has not, in our judgment and as a
result of its effect on our own industry, been satisfactory In many respects.

The executive branch, to which Congress had delegated its power under the
Constitution "to lay and collect import duties," has not always seemed to
appreciate or understand the effect upon a business or Industry of concessions
granted in duties. They have frequently failed to secure compensating con-
cessions of economic value where the same product was both an import and
export item. For example, the United States duty on pears was bound in the
treaty with Argentina at % cent per pound November 15, 1941. This figures
about twenty-two cents per box. The Argentine duty on United States pears,
which up to 1931 had been duty-free, had been increased to 40 percent ad valorem
at point of entry. At a delivered valuation, including freight and refrigeration
costs of $5 per box, the Argentine duty is now about $2 a box. Ours remains and
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is bound at 22% cents per box. Argentina also imposes various other
barriers, including an exchange embargo. This is not equality of treatment.
The large and increasing importation of Argentine pears in competition with
our winter pears is fostered and augmented by this misapplicaton of an economic
policy. The winter-pear grower of the United States is now in trouble. The
1947 and 1948 winter-pear crops have not returned the grower's cost of produc-
tion. Another year or two of present losses will result in bankruptcy and the
pulling of trees. The Argentine apple duty is also 40 percent ad valorem. This
duty is prohibitive-all business is stifled. The United States duty on Argentine
applies is 121 /, cents per bushel net weight or about 11 cents per box.

This duty of 12% cents per bushel was a progressive reduction granted Canada
in 1936-a reduction from 25 cents per bushel to 15 cents, which was renewed
in the treaty of 1939, and further reduced January 1, 1948 to 12Y2 cents. Argen-
tina-with no compensating concession whatever-was automatically granted
these reductions while maintaining what is tantamount to a complete embargo
on the importation of United States apples and pears. This is not equality of
treatment. We object to extending the concessions granted one nation auto-
matically to another nation without a compensating concession or quid pro quo
which will effectuate the purpose of the act. There is no hope of regaining
or opening up a specific foreign market where the concessions are male gratis.

In fact, there is evidence to indicate that our most-favored-nation policy is
not acceptable to many other nations as an economic policy. The evidence lies
partly in the fact that while we are sponsoring a multilateral trade policy, many
bilateral agreements are being consummated to which the United States is not a
party, and trade treaties are made without reference to the extension of con-
cessions incorporated in such bilateral agreements to other nations. We do not
consider this equality of treatment which our policy is supposed to require of
all signatory nations to the Geneva agreement. Neither is it an endorsement
of the spirit expressed in the ITO charter in anticipation of its adoption. Quite
the contrary.

The effect of this policy or maladministration of the policy in the case of
Argentina is apparent in the following data:

Argentina imported from United States during the 1926-31 5-year period an-
nually an average of 253,800 boxes of apples, all from the Pacific Northwest
States of Orepon and Washington. This has been reduced to zero. In pears,
Argentina imp(., ted 78,100 boxes in the 1929-30 season, a high point. This has
been reduced to zero.

Argentina pear exports to United States in 1935 were 2,871 boxes. In 1941
when the Argentine treaty became effective, 329,907 boxes entered our markets,
an increase of 11,491 percent. It is apparent that a grave injustice has been
perpetrated on the winter-pear grower who is now in dire straits-perhaps
unwittingly, but none the less disastrously to the unfortunate United States pear
producer.

The United Kingdom and Canadian situation is another example which also
demonstrates the inequities which have developed under the policy as it has
been administered. Following the passage of the Tariff Act of 1930, Canada
inaugurated a system of seasonal duties figured on arbitrary values which came
to be called dump duties. These applied on. fruit and vegetable imports from the
United States. They were prohibitive and completely stopped all trading while
they were in effect. Later modifications of the system were made but they
remained completely prohibitive. The dump duties were in effect in 1936 when p
the first trade agreement with Canada was signed and were scaled down about b
20 percent in that treaty. They remained, however, fantastically high on apples P
and all other fruits, pears, cherries, peaches, plums, and prunes. The United
States tariff was lowered from 30 cents a bushel net weight to 15 cents without P
any effective compensating reduction in the Canadian tariffs. The Canadian
tariff on a carload of apples, for example, raged from $373 a carload (750
boxes) to $528, depending on the price, while the United States tariff on
Canadian apples was reduced to $63.60 a carload. Moreover, and of equal Im- se
portance, it extended our 15 cents per bushel by reason of our most-favored- col
nation policy to Argentina, Australia, New Zealand, South Africa, and Chile, Its
which are all apple-producing nations. The effect on Argentine exports to the
United States has been recited. Southern Hemisphere apple and pear exports
have become and will remain a threat to United States apple growers so long as
this inequality is permitted to continue.
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Following the passage of the Tariff Act of 1930, the United Kingdom at the
Ottawa Conference in 1932 launched her policy of Empire preference and on
November 16, 1932 levied a tariff of 4s. 6d. per 122 pounds on all apples imported
from outside the Commonwealth of Nations, about 42 cents a box. This tariff
remained in effect until the recently negotiated treaty of January 1, 1948 removed
this tariff on apples but did not remove an equally high tariff on pears. Canada,
Australia, New Zealand, South Africa were, of course, allowed entry duty free-
which had prior to November 16, 1932, been extended to the United States. The
result of the Empire preference policy was to reduce United States apple exports
to the United Kingdom from a peak of 9,153,081 bushels in 1931-32 to 2,334,323
bushels in 1936-37. This had a serious impact on the United States markets
because our United States production had been geared to the export market. Fol-
lowing 1939, of course, with the advent of war in Europe on September 3, 1939,
there were practically no exports of consequence.

The effect of the war was equally devastating to Canadian exports. Canadian
production, especially that of British Columbia, and greatly expanded under the
impetus of the Empire-preference policy. Canada's exports to the United King-
dom market increased by leaps and bounds while ours fell away sharply. British
Columbia exported about 40 percent of her production, reaching 2,686,653 boxes in
1938-39, the last full year of export before the war. There were some inter-
mittent purchases by Britain of both United States and Canadian apples following
the war, but with the inauguration of the "austerity program" in November 1947,
there has been no importation whatever of either United States or Canadian
apples.

The result has been that Canada has greatly increased her exports to the United
States. These come almost entirely from British Columbia, packed in the
standard northwest apple box, and largely of the same varieties as those produced
in the Pacific Northwest. These imports have had a serious impact on the
United States domestic markets. The reduction in the United States duty of
12 cents a bushel of 50 pounds (or 11 cents a box of 44 pounds net) is no re-
straint whatever on imports. Up to the time when Canadian exchange was at a
10 percent discount (July 5, 1946), the discount more than paid the duty as the
fruit was sold on a delivered basis in order to recover the maximum in United
States dollars. A delivered sale at $3.50 a box gave the Canadian 35 cents in
Canadian currency in addition to his price for the apples. There are no official
limitations whatever on Canadian exports of apples to the United States. The
United States has never imposed restrictive measures such as quotas, licenses, or
similar limitations on apple or pear imports. The border is wide open coming
this way. Neither has our Government ever raised the duty to Canada for
trading purposes. The Canadian-United States trade agreement of 1948 elimi-
nated the arbitrary value of "dump duties" and went to a specific per pound duty
on fruits and vegetables. The duty on apples is % cent per pound on the gross
billing weight of 51% pounds, or 38 cents a box compared with our 11 cents a
box. No apples or other deciduous fruits have moved into Canada since November
1947 under their austerity program and exchange embargo. Canada exercises
complete control of her imports of United States-grown fruits. We have no
measure of control of imports provided in our Tariff Act of 1930 nor in the
amendments thereto, nor in the trade agreement recently consummated.

We do not consider this to be equitable nor in keeping with the intent and
purposes of the Trade Agreement Act, Equality of treatment is the only fair
basis where the same product is involved. Canada still enjoys free trade on
pears with the United Kingdom market when that market becomes available to
her. Conversely, the United States is still subjected to a duty of 3s. per 112
pounds from August 1 to January 31 and 4s. 6d. from February 1 to July 31.
Why Empire preference was retained on pears, of which Canada does not produce
enough for her home use, and all other Commonwealth nations in the Southern
Hemisphere and consequently their seasons are reversed from ours and is a State
secret to which we have been denied the answer. It should be stated in this
connection the United Kingdom does not produce pears in sufficient quantity for
its own needs.
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The effect of the trade agreements and the controls exercised by the Canadian
Government on imports are clearly shown in the following table of United States
apple exports to Canada since 1939 and Canadian exports to United States for the
same period:

Canadian Canadian Canadian CanadianCaain imports Caain imports
exports to from exports to fm

United United fote United
States States States States

1939-40 ------------------- 115,000 124,600 1944-45 ----------------- 2,683,700 40,100
1940-41 ------------------- 656,500 54,000 1945-46 ------------------ 141,600 3,900
1941-42 ------------------- 4,000 309,100 1946-47 ----------------- 1,022,142 355,599
1942-43 ------------------- 598,200 129, 900 1947-48 ----------------- 1,484,401 176,571
1943-44 ------------------- 153,400 53,900 1948-49 ---------------- 21,690,962 3 14, 58

I British Columbia export surplus (2.5 million boxes) was purchased by United Kingdom.
2 To Jan. 22, 1949.
S To November 1948.

References: Canadian Dept. of Agriculture-U. S. Dept. of Agriculture.

We are not alone concerned with the great increase in Canadian apple exports
to the United States. The impact on our markets greatly exceeds that which the
total quantity indicates. They come in largely during the months of October, No-
vember, and December when our domestic crops are in heavy supply. They are
doubly burdensome at that time of the season. Canada imposes seasonal duties
on United States grown fruits when their crops are harvested and marketed. The
United States fruit grower has never enjoyed any similar type of protection at the
hands of his own Government. This inequality is not in keeping with the declared
intent and purpose of the act. We therefore request that a method for adequate
control of importations of competing agricultural and horticultural products shall
be provided by Congress for the protection of the farmers and friut growers of the
United States. These crops fluctuate widely in quantity from year to year. The
need for import controls Is therefore apparent. We suggest a method for control
in the recommendations herewith.

In addition to the large increase in Canadian shipments to the United States
since 1944-45 season, the United States apple grower is confronted with two
problems of grave import to the future of this industry, which in the State of
Washington, ranks third in agricultural production value. Its welfare is basic
and essential to the economy of the State. Last year, 1947-48 season, the apple
industry of the State showed a net loss to the growers of $7,000,000. This loss is
figured on BAE figures of average returns and Washington State College survey
of cost of production. This year, 1948-49, the loss will be in the neighborhood of
$3,500,900 based on the same statistical sources. This is due to a short crop and
an excess of unprofitable sizes and varieties which have sold for less than cost
of production. Our export markets are practically nil, 250,000 boxes compared
with an average of 8 to 10 million before 1940. The domestic market must absorb
sizes and grades heretofore sold in foreign markets. Our costs of production are
high-having increased over 300 percent since 1939-40. Canadian costs in British
Columbia are about 50 cents per box less than those in Washington and Oregon.
This situation constitutes a continuing and enduring threat to our production.
British Columbia now produces normally about 9,000,000 boxes and can increase
this to 12,000,000 boxes or more within a few years unless controls are developed
to regulate the flow of Canadian apples into our markets on a basis which will
enable the United States grower to compete on an equal basis.

In the light of the foregoing recital of the experiences of the apple and pear in-
dustry with these trade agreements, which are presented as illustrations of our
position, we respectfully offer the following recommendations as a constructive
approach to resolving some of the inequities which have arisen. We could extend
these illustrations to other nations and trade agreements, but these more Import-
ant ones will, we hope, suffice to Impress on your committee and the Congress our
sincerity and earnest desire to have these trade agreements made equitable and
fair to all persons who are affected by them. Unless this is done, the policy will
end in inevitable failure. It cannot stand for long against the half-hearted and
reluctant support of many foreign nations, coupled with dissatisfaction here at
home. The following principles are intended to strengthen the policy and make
it more workable and effective than we have found It to be in the past 14 years
of its operation.
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RECOM MENDATIONS

The council proposes:
1. That section 336 of the Tariff Act of 1930 providing for equalization of costs

of production be restored to the act for the protection of the producers of the
United States.

2. That court review he provided of tariff cuts, classifications, and valuations
of imported commodities on petition of American producers by reinstating sec-
tion 516 (b) of the Tariff Act of 1930.

3. That inasmuch as no adequate and flexible method is provided in the Trade
Agruements Act or elsewhere for controlling imports of agricultural and/or
horticultural products which are subject to varying annual crop or seasonal pro-
duction, that proper and speedy means of controlling imports of such products
shall be provided by amendment of Tariff Act of 1930.

To this end and for purposes of clarification we approve the method suggested
by the National Council of Farm Cooperatives on January 4, 1947:

"Whenever the Secretary of Agriculture certifies that the volume of competi-
tive imports of any commodity or group of commodities, the domestic production
of which is equal to domestic consumption, or to a substantial part thereof,
or necessary to national defense, places or threatens to place a disproportionate
burden on American producers of such commodities, such imports shall be limited
to such definite quantities in relation to prewar imports and domestic supplies
as will enable domestic producers to maintain a position of economic equality
with other American social groups."

4. That any concession in tariff be limited to the particular nation or nations
which grant concessions in return.

And as corollary thereto:
That provision be instituted and made mandatory that most-favored-nation

treatment shall be extended only when and if the nation receiving such treat-
ment grants reciprocal treatment.

5. That all tariff and trade agreements be subject to review and approval,
before being made effective, by an independent bipartisan Government agency
headed by an officer of other than Cabinet status; agricultural industry and the
consuming public must be given sufficient notice of proposed trade negotiations
in order to permit of sufficient preparation.

6. That no agricultural commodity should be included for consideration of
tariff adjustments when the Secretary of Agriculture certifies that the domes-
tic production of said commodity is generally equal to domestic requirements or
necessary to the national defense, or where imports would place or would
threaten to place a disproportionate burden on domestic producers of such a
commodity. In instances where limited imports would not burden domestic
producers, definite quantities of imports could be permitted.

7. That equality of treatment be made a cardinal principle in the negotiating of
trade agreements; to wit, that equal rights and privileges and treatment with
respect to such rights and privileges, be not less favorable than the treatment
accorded to the nationals, corporations, or associations of any third country.

Respectfully submitted.
FRANK W. TAYLOR,

Secretary-Manager, Northwest Horticultural Council.

The CHAIRMAN. We will recess now until 10 o'clock tomorrow
morning.

(Thereupon, at 5:30 p. in., the hearing was recessed until 10 a. m.,
Wednesday, February 23,1949.)
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WEDNESDAY, FEBRUARY 23, 1949

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. 0.
The committee met at 10 a. in., pursuant to adjournment, in room

312, Senate Office Building, Senator Walter F. George, (chairman),
presiding.

Present: Senators George (chairman), Connally, Byrd, Lucas,
Millikin, Brewster, and Williams.

Present also: Senator O'Mahoney.
The CHAIRMAN. The committee will come to order.
Is Mr. Francis in the room?
It is 10 o'clock, and we have to make a good deal of progress today,

because we want to close the open hearings. Accordingly, we will
proceed; the others will come in shortly.

You may go right ahead with your statement, Mr. Francis, and
we will not asT you any questions until you have finished.

STATEMENT OF JOSEPH H. FRANCIS, EXECUTIVE SECRETARY,
NATIONAL BOARD OF FUR FARM ORGANIZATIONS

Mr. FRANCIS. I will appreciate that, because I am just a farmer,
Mr. Chairman, and this is rather a ticklish spot for a farmer to be in.

The CHAIRMAN. You go ahead, then, with your regular statement,
and thereafter we will go back and ask whatever questions we wish
to ask.

Mr. FRANCIS. My name is Joseph H. Francis. and I am executive
secretary of the National Board of Fur Farm Organizations.

In addition, I would like to appear here as a farmer, inasmuch
as I am in the business and engaged in raising mink and silver fox.
It is my responsibility to represent our industry in regard to the
legislation before the committee.

-The National Board of Fur Farm Organizations is a national
organization representing the fur-farming industry of the United
States.

To my knowledge, this is the first occasion in which a representative
of our industry has ever appeared before your committee. However,
the serious condition in which we find our industry today, largely
as a result of the importation of raw furs, we feel, justifies reviewing
of our case before taking action on the proposed legislation now under
consideration.

Fur farming is agriculture's newest industry, having come into
existence and importance as a branch of our agricultural economy
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during the past 20 years. The average size fur farm is owned and
operated as a family unit similar to the small dairy, livestock, poultry,
and produce farms, and in a large number of cases, is carried on in
connection therewith. Seventy percent of the products used in feeding
fur-bearing animals consist of byproducts of the farm, and the most
successful fur farmers are those who have had experience, or training,
in the field of animal husbandry.

The primary furs being produced on fur farms today consist of
silver fox and mink. Several other species of fur-bearing animals
are being domestically raised in limited numbers.

In the year 1939, there were approximately 3,000 silver-fox farms
scattered throughout the United States which produced 350,000 silver-
fox pelts. We regret to state that there are less than 500 farms left in
business today with an estimated production for 1949 of less than
50,000 pelts.

Mink farming did not reach a point of importance until the late
thirties, and has shown a steady development and growth in both
number of farms and production until December 1948 when there
were 6,061 farms producing 1,600,000 pelts. We again regret to in-
form you that during December 1948 and January 1949 over 1,000
mink farmers have been forced to go out of business. I. moment's
consideration of the following table will point out what has happened
and why it has happened more clearly and concisely than prolonged
discussion.

Referring to page 2, we find that in 1930 to 1939, the domestic pro-
duction of silver foxes averaged annually 228,333 pelts, and the price
received was $31.65. The cost of production per pelt was $26.60.
During that period we had a profit per pelt of $5.50. Imports of silver
foxes during that period averaged annually 30,168 pelts, and the per-
cent of imports to domestic production was 13.1. The total annual
average value of all imports of furs for that period was $49,533,000.

In the period from 1940 to 1945, total annual domestic production
was 230,608pelts, and the price received per pelt was $36.22, while the
cost of production per pelt was $33.05. The profit per pelt in that
period was $3.17. The average annual imports of silver foxes during
that period were 80,541, and the percent of imports to production was
34.9. The total annual average value of all imports of furs for 1940
to 1945. was $99,556,000.

In 1946 we produced 245,379 silver-fox pelts, the price received was
$35.45 per pelt; the cost of production per pelt was $36.16, and the loss
per pelt was $0.71, while the imports of all silver-fox furs increased to
85,555, and the total value of all imported furs was $241,556,000.

Mr. CHAIRMAN. That is approximately 7 percent of the total im-
ports into the United States in dollars and cents, in the year 1946,
that was heaped upon this one industry.

Senator MILIKLW. I did not get that. What did you say about 7
percent?

Mr. FRANCIS. This represents approximately 7 percent of the total
valuation of all imported goods coming into the United States in 1946.

Senator MILIN. I see.
Mr. FRANCIS. I might state further that out of this $241,556,000

total value of fur imports, practically $70,000,000 came from Russia

692



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 693

alone. They imported $100,000,000 worth of goods to our country,
and practically $70,000,000 of it was furs.

Senator MILLIKiN. How much of the $241,556,000 of imports of
furs was supplied by Russia?

Mr. FRANCIS. Sixty-nine and a half million, approximately.
As a result of that, we find that in 1947 the price of silver fox pelts

dropped from $35.45 to $17.37. Our cost of production was steadily
rising to $39.50, and we had a loss of $12.13 per pelt.

As a result of this tremendous shock, pelts imported and produced
in this country could not be sold, and our production dropped in 1947
from $253,167 to $125,250, and our cost of production per pelt rose
from $39.50 to $40.10, sO we had a loss per pelt of $27.04.

In 1949 it is estimated that from the few sales we have made, we
will sustain a loss of $27 per pelt on the pelts we produce this year.

I have also some figures at the bottom of the page to show you what
effect the imports have had on the excise tax receipts, and you will
see that we not only had a large number of imports, but also that with
20 percent excise taxes in effect we had a decline of 24.9 percent be-
tween 1946 and 1948.

(The tabulation referred to is as follows:)

United States fur farming industry, sire- fox branch

Total value
Total Price Cost of Profit and Imports Percent of of all im-

Period domestic received production loss per of silver imports t, ports of
production per pelt per pelt pelt fox production ftrs (thou-

sands ofdollars)

1930 to 1939 ------- 228,333 $31.65 $26.$60 $ 5. 50 30,168 13.1 49,533
1940 to 1945 ------- 230,608 36.22 33.05 13. 17 80,541 34.9 99, 556
1946 -------------- 245,379 35.45 36. !6 2. 71 85,.555 31.1 241,556
1947 -------------- 23, 167 17.37 39.50 2 12. 13 67,590 26. 4 124,167
1948 ------------- 125,250 12.96 40. 10 2 27.04 32, 120 25.6 162, 775
1949 (estimated 50,000 12.00 39.00 227.00 ...............................

IProfit.
2 Loss. [24.9 declined

1944 1945 1946 1047 1948

Total excise tax receipts on "
all furs under 20 percent
war rate --------------- $68,814,902.08 $88,775, 140. 19 $97,491,827. 41 $85,326,663. 24 $73. 140,997. 42

Mr. FRANCIS. Now if you will refer, briefly, to the next page, you
will see what happened to the mink branch of our industry. This.
thank goodness, is a little more healthy. And there is no duty on
mink. It is bound on the free list. And if you will notice, we have
had an increased pi'oduction of the mink steadily since 1930 up to 1948.

One primary reason for this, Mr. Chairman, is that they did not have
our species of mink in foreign countries, and we were able to jiump in
after the war and produce mink more rapidly than they. However,
if you will consult the chart, you will find that in 1947 the imports
increased from 273,000 up to 763,000, and in 1948 it is up to 825,000.
As a result of this shock of imports, again, our price has dropped, in
1947. from $18.70 to what we estimate as a $12 average this year, and
we will sustain a loss of $6.50 per pelt in 1949.
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(The tabulation referred to is as follows:)

Total value

Total do- Price Cost of Profit and Imports Percent of of all im-
Period mestic pro- received production lower of mink imports to ported furs

duction per pelt per pelt pelt pelts production (in thou-
sands ofdollars)

1930 to 1939 ------- 300, 000 11.24 9.10 1$2.14 178,986 59.6 49,553
1940 to 1945 ------- 475,684 16.09 15.55 1.54 396,152 83.2 99, 556
1946 ------------ 1, 196, 169 28. 43 18. 42 1 10.01 273,386 22.8 241,556
1947 ------------ 1,525,763 18.70 18.80 2.10 763,036 50.0 124,167
1948 ------------ 1,600,661 17.71 19.00 21.29 825,634 51.5 162,775
1949 (estimated)__ 1,250,000 12.00 18.50 '6.50...........................

I Profits.2 Losw.
[1946 to 1948, 24.9 percent declinel

1944 1945 1946 1947 1948

Total excise-tax receipts on
all furs under 20-percent
war rate, calendar years.. $68,814,302.081 $88,775,140. 19 $97,491,827.41 $85,326, 663. 24$73,140,997.42

Mr. FRAiNCIs. The State Department, when we have met before vari-
ous committees, has pointed out that we have increased our mink pro-
duction while we did not have a duty on them, and while we had a
duty on our foxes we were declining in numbers.

I want to emphasize again that the reason for that is that other
countries did not have this species of mink in their lands before the
war to any great extent. But now they are building up very rapidly,
and we are going to follow the same pattern identically as we followed
in the silver fox branch of our industry.

Now I would like to continue with my statement.
I recognize the importance of the time of your committee and will

avoid any reference being made to the historical background and
experiences that have taken place by our industry under the reciprocal-
trade program. The records before the various committees of Con-
gress, the Committee on Reciprocity Information and correspondence
in the files of the various departments can be consulted in support of
our statement and conclusions.

Without further reference to outside material, I would like to quote
a short paragraph taken from an article appearing in one of the recent
issues of a New York trade paper to verify the latest pressure policies
being taken by foreign countries to force their products into our
markets.

The following article appeared in Women's Wear Daily on Friday,
January 28, 1949:

MINK LEVELS STEADY AT DANISH AUCTIONS--UNITED STATES Buyms ACTIVE

LONDON, January 27.-First-grade mink brought an average price of 99 Danish
kronen for males, and 78 Danish kronen for females, at the fur sale this week
concluded in Copenhagen, according to a report by Max Weiss, London representa-
tive of Scandanavian Fur Auctions.

Now, keep this in mind:
A good part of the mink will go to the United States via London. Weiss points

out that all quoted prices are subject to a compensation rebate of 25 to 30 percent
for goods earmarked for export.
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I want to digress just a little further, right at this point, Mr. Chair-
man, and explain to you why the Danish people have brought into
existence this pressure to force their goods into the American market.
We have state trading in Russia. And I am going to read a short
paragraph from a statement by Mr. E. C. Ropes, Chief, Russian Unit,
Department of Commerce. This statement was made to a special sub-
committee of the Committee on Agriculture of the House of Repre-
sentatives on April 17, 1947:

Mr. ROPES. In connection with my work there for some twenty-odd years, I
have had occasion to study the fur industry not only since the revolution, but
also before. The part that is of interest to people here as of the present time is
the organization of the fur industry in Russia and the method by which they
dispose of the catch abroad, particularly in the United States which is the largest
customer for Russian furs.

At the present time the whole matter is in the hands of specific Government
agencies, beginning with the fur-trapping cooperatives and ending with the
auctions run by the Government twice a year in a special building built a year
or two before the war for that purpose.

Mr. GRANGER. Does the Government purchase the fur-the raw fur-from
the producer-the Russian Government?

Mr. ROPES. Yes, sir.
Mr. GRANGER. The Government does the purchasing?
Mr. ROPES. Yes, sir; the Government does it. The agency set up for that

purpose, which handles both the purchasing, collection, and export, is called
the Soyuspushnina, which means the All Union Corporation for Furs-the fur
industry, the fur sales, the fur exports, the aggregate in their purview, and
fields of activities, all those operations.

Now, when Russia went into the free-trading program and dumped
these pelts onto our market, Canada had to put in a subsidy program
to protect their furs on our American market.

And I would like to also insert in the record, Mr. Chairman, from
these same hearings, the following information, and to mention that
the State Department is fully aware of this, and they are support-
ing it:

The Dominion Government is undertaking to guarantee a minimum price for
silver fox pelts, ranging up to $62.50 for the top grade, provided they are de-
livered by ranches before May 1 of this year, it is learned here today.

Officials of the Canadian National here said their organization had entered
into an agreement with Federal Agricultural Minister Gardiner under the Agri-
cultural Products Cooperative Marketing Act. The schedule of prices, pro-
viding for minimum payment was made public. It ranged from the $62.50
top for grade A large platinums down to $7 for inferior skins. Top for white
marked was $38, and for silvers $30.

Also, in that same hearing, the whole schedule of subsidy payments
is listed.

Now, Mr. Chairman, this action on the part of the Danish Govern-
ment is not a result of trying to compete with the American producer.
It is a matter of trying to compete with the actions taken by Russia and
Canada to put their pelts on the American market. So in lieu of state
trading and in lieu of subsidies by other countries, they have started
in to bring about these compensation payments. It is not a matter,
as I say, of their trying to compete with us. They know they have
us licked. They know we are through, Mr. Chairman. But it is
a matter now of fighting for the American market by foreign coun-
tries because we have not protected our market.

I want to say further that Norway avoided shipping silver fox
pelts into this market this year. They have always done so. But
they couldn't compete on the market, because the price has been broken
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to such an extent it wasn't profitable. So they bartered with Italy,
and under a bartering agreement they have shipped their foxes to
Italy.

But we can't send a fox to any other area in the world, primarily
because of the fact that they can't afford to pay us dollars. So we are
left, as domestic producers, with a barren market, to sit here and suffer
it out.

We do not profess to lay at the door of the present foreign-trade
policy the entire blame for the precarious situation of our industry.

ut it is the primary cause, and has increased the burden placed on our
industry by other branches of the Government.

For example, enormous imports have made the high-war-rate tax
on furs unbearable on all branches of the fur industry as shown by the
25-percent drop in revenue collected on furs during the last year from
those collected in 1946. The result to the producer is inevitable, we
cannot stay in business with both the laws of supply and demand work-
ing against us. Further impact on the domestic producer of furs is
caused by the Marshall program. Large amounts of domestic products,
such as horse meat. low-grade cereals and meat protein byproducts,
normally used for feed of fur-bearing animals, are being purchased
and shipped abroad in large quantities, thus forcing our cost of pro-
Auction above even the normal or average of other inflated prices.
Furthermore, actual grants of money have een made out of European
recovery program funds to help rehabilitate the fur-farming industry
in Europe.

If viewed separately, each one of these programs has their merit.
WVe believe the essential needs of human beings should supersede all
others. We know there must be taxes, but not such unreasonable and
exorbitant ones that are now in existence, and that, within reason and
fairness, foreign countries should be allowed, even encouraged, to earn
their dollars, rather than being handed them: But without regard or
consideration to hardships heaped upon industry by other branches of
Government. each department insists on its own extreme programs re-
gardless of the effects or consequences upon other programs of Gov-
ernment that have been loaded on our industry.

Let there be no doubt in your mind that the various departments of
Government are fully aware of conditions that exist in our industry.
When it was clearly evident what was happening to our industry, th'e
House Agriculture Subcommittee on Furs held hearings during 1947,
to see what could be done to check the rapid liquidation that was then
starting to take lace. Representatives from the various departments
were present. The State Department says our trouble is not imports,
but taxes. The Treasury says it is not taxes but imports. The Depart-
ment of Agriculture says it is both taxes and imports, but not cost of
production.

The net results of our constant appeals being that last year Congress
had to pass legislation authorizing emergency loans to be made through
the regional agricultural credit corporation to fur farmers to preserve
their foundation breeding stock so as to avoid complete liquidation.
It is not enough to humble an industry to the point where it has to
come to Government to borrow money in order to exist under the
mistakes of Government, but unless immediate corrections are made,
Government will be literally in the fur farming business or else we
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will be completely wiped out as being an illegitimate industry under
the present pattern of Govermnent policies, notwithstanding the fact
that the production of fur is America's first and oldest industry.

It is exasperating to see Congress struggle with the problem of
what to do with surplus agricultural products to prevent a collapse of
our agricultural economy, and at the same time, wipe out new agri-
cultural industries. Diversification of our productive agricultural
resources is the only sane and permanent cure for overproduction and
unemployment. Instead of making it more difficult for the develop-
ment of new industries by lowering duties and binding articles on
the free list, we should be encouraging and protecting new small
industries.

I hope we will not be too late in recognizing the fact that our largest
export items are being produced under the most extraordinary pro-
tection in the way of patents and trade-marks. If they even desired
to do so, is there anyone who could produce a General Electric, General
Motors, or a du Pont product? If it were possible for Government to
patent the process of reproducing silver fox or mink, we would not
be here today pleading for your consideration of our problem in the
interest of thousands of farmers and their families. Instead, there
would be one large corporation producing all the fox and mink pelts,
,ind to further reduce competition from foreign countries, we would
bave followed the present pattern of other exporters and moved our
resources onto foreign soil and taken advantage of their lower cost
of production, regardless of its effect on our domestic ecnoomy.

But for the sake of humanity, it is a godsend that we cannot patent
the processes of nature, and as a result, we have thousands of small
farms, owned and operated on a free competitive basis, giving to the
American consumer the benefits of competitive enterprise. It is small
business-the backbone of our country-that the reciprocal trade pro-
grain has made to bear the bruises and shock from foreign competition.I do not want to dwell on this matter, but it is a vital problem directly
related to the legislation before us. In passing, I want to commend the
gentlemen from the South. some of whom are members of this com-
mittee, for their foresight in providing the cotton and tobacco farmers
with substantial protection. Had they not done so, no one can estimate
the critical situation the cotton and tobacco producers would have
been in today. I do not draw this matter to your attention in way of

71 criticism, though it was done while the reciprocal trades program
has been in effect, and contrary to its general policy and principals.en though with a small degree of envy. I must support your actions know-ts•

*ts. ing it was the right thing to do.
rt- It is not necessary to rehash the many reasons set forth for and
of against the passage of H. R. 1211, but I desire to sum up briefly

and directly the position of the fur farming industry on this bill.

'ess In our opinion, there has not been a suitable or justifiable explana-
gh tion given why the bill should date back to June 12, 1948. In the

:rve absence of any material benefits, it only stimulates the question as to

on. its political motives, and develops a lack of faith in the democratic
a to process of government to stand by its decisions. In view of these

the premises, to the searchers of truth and right, it can only belittle those

ado, who propose and support it. Rescinding any action cannot bury the
we 86697-49-pt. 145
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truth it produced, We suggest, in the interest of good government
and good faith, that on page 2, line 2, that "1949" be inserted in lieu
of "1948."
We fail to see any appreciable disadvantage in a shorter extension

of the program but, to the contrary, feel that a frequent review by
Congress of our trade problems is essential and healthy. It is un-
sound if not dangerous business to bind our country to long-term trade
pacts, or for Congress to delegate its powers to administrative branches
for long terms under present world conditions. It is inconsistent to
vote on one day to tie the hands of Congress for 2 years to a definite
trade policy and the next day vote billions to prepare against war
and other billions for grants to aid sick and weary nations, not know-
in what the results will be, either at home or abroad.
We just must take issue with the State Department that 3-year

extensions are essential in establishing confidence in other nations as
to our intentions in carrying out trade policies.

Does not it appear in the minds of this committee that there is some
justification for certain countries, or all countries for that matter,
being suspicious of our actions when we send our representatives into
foreign countries with virtually unlimited power to negotiate long-
term trade pacts when the evidence substantiates the fact that lower-
ing the trade barriers has not been the determining factor in the agree-
ments, but the influence and pressures of our generous monetary assist-
ance in one hand and our military strength in the other.

However good our intentions may be, we must recognize the posi-
tions of those with whom we deal. Weakened countries cannot escape
being influenced in their negotiations by the pressure of these pro-
grams. Long tenures for either party is not healthy or wise, and
can only exaggerate the position that unfriendly countries have taken
that we are pressuring countries into accepting our policies and way
of life by holding a pot of gold in one hand and a gun in the other.

Mr. Chairman, I want to insert right here that th is suggestion arose
at our international conference on Prince Edward Island last year.
This suggestion did not come from ourselves but from foreign
countries.

In view of the position of our industry being liquidated as a direct
and positive result of the actions of our Government, and in the face
of not knowing what may happen from day to day on the interna-
tional front, 3-year extension periods are too long to tie up our country
under any trade pact which virtually hamstrings the power of Con-
gress to act.

We have thoroughly examined the reasons for supporting the pro-
posal to limit the Tariff Commission's power and find them too shallow
to justify reducing this impartial congressional fact-finding body from
its present position as a safeguard to domestic industry to a side-line
observer. If facts, and not policy, should be the determining factor
im making decisions, we should concern ourselves with securing more
of them. We are drunk and groggy from the processes being used in
order to justify subordination of plain simple facts for policy and
expediencies in determining the course we should follow.

And right here I would like to insert a statement made by Mr.
Brown, of the State Department, in relation to a question asked in our
subcommittee hearings in the House.
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The colloquy is between Mr. Brown and Congressman MuRRAY, of
Wisconsin:

Mr. MURRAY. If action were taken to limit the import of furs from Russia, do
you suppose that that would further strain our relations that are evidently more
or less strained today?

Mr. BROWN. I think. Mr. Chairman, that any action which is directed against a
country by singling it out and limiting its exports to the United States would be
regarded by that country as a very unfriendly act, and that it would have most
undesirable repercussions, perhaps quite out of proportion to the actual amount
of trade involved. I think it would be regarded as a matter of principle and as
expressing a general, unfriendly attitude which might, and probably would, have
a very undesirable effect.

I suggest there, Mr. Chairman, that without the peril point, without
the present position of the tariff in the reciprocal-trade program, we
are being bartered away on policies, regardless of the plain simple
facts as to whether the industry has been in a peril position or not.
And if I had the time, I would like further to continue these discus-
sions, to show you that in lieu of our present law, they suggest that we
enter into a subsidy program, in order that there can be further barter
on a basis of policy regardless of the effects on our industry.

We favor continuing the reciprocal-trade program in its present
form for 1 year, with the request that under a joint committee, con-
sisting of members of the Senate Finance Committee and the Ways
and Means Committee of the House, hearings be conducted solely for
the purpose of exploring new avenues and ideas in the field of inter-
national trade policies. Many industries are holding international
conferences. It is surprising the many new ideas that have come forth
from our small industry as a result of our international conferences.

Unfortunately, in these hearings our thinking and efforts are tied
down to the legislation before us. There never seems to be any time

y to consider new approaches. We have been kept static for 18 years;
its either tariffs or trade agreements-nothing in between. Admin-
istration proposes certain legislation, Members of Congress introduce

r. it, and the public appears for or against it. If the truth were known,
very few industries are satisfied with what we have, or want to revert
back to the program of the twenties, but feel forced to make a choice

!ct between the two, or none at all.
ce We do not offer this suggestion in a critical manner, but as a recoi-

mendation toward bringing about a more adequate and unified agree-
ment among all industries and countries in relation to international
trade problems.

With your permission, Mr. Chairman, I would like to state just one
10- additonal factor.

A gentleman brought out the idea of cartels. I want to say this:
Irn That our investigation into this program in the way of its breeding or
ne developing international cartels has proven to us conclusively that the

tor free trade program is bringing into existence a lot of international

ore trade in cartels. And I want to tell you plainly, and be frank with
you, that in our conference at Oslo this summer, while you may be in

and Geneva negotiating agreements, we are bound to give some consider-
ation along with Canada and with Norway to see if we can't work out

Mr. some agreement with those countries on a bartering basis, or a cartel
our basis, to overcome or compete with the state trading of Russia and

this compensating action that the Danish people are taking. That is
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the only means we have of survival unless you, the Congress of the
United States, see fit to review, reconsider, and revise the present
policies that are now in effect. You leave us no other choice. We
must consider it.

The CHAIRMAN. We appreciate your statement very much, and we
have been very glad to hear you.

I would like to point out what you have already recognized: That
state trading, the subsidy programs which aid importations of these
competing fur products into this country, are a very serious draw-back
to your industry, beyond all doubt. I think possibly they have done
you as much harm as the reciprocal trade agreements, or more.

Also, you will see, I think, that beginning last year, early last year,
and continuing down to the present time, many of the so-called luxury
lines have been hard hit. And I do not mean to say that you are
engaged in a luxury business entirely.

Mr. FRANCIS. Thank you, sir.
The CHAIRMAN. But many of those so-called luxury lines have been

hard hit, and will be harder hit as you have the change-over in the
general economy. That is just unavoidable.

Mr. FRANCIS. I agree with you, Mr. Chairman, but I surely think it
has been exaggerated, and could have been alleviated a lot if we had
recognized the situation, and the State Department had recognized it,
and had given us a larger amount of protection from the tremendous
imports that have been heaped on our country.

I can understand, as I have stated in the statement, that we should
let foreign countries earn their dollars as much as possible. But we
only have two furs that we are producing on these fur farms to any
large extent, out of the some thirty-odd species of furs that are coming
in. And the only fur that has a duty on it, of all the raw furs coming
into the country, is the silver fox fur.

The CHAIRMAN. That duty was originally what ?
Mr. FRANCIS. Fifty percent.
The CHAIRM1AN. And it was cut to what?
Mr. FRANCIS. Thirty-seven and a half percent.
The CHAIRMA,\-. Thirty-seven and a half percent, with Canada?

Was that in the Canadian agreement?
Mr. FRANCIS. Yes. And it applied to all countries.
The CHAIRMAN. Yes; it has universal application, general applica-

tion, but it was made with Canada.
Now, the others that you have referred to are all bound under the

free list ?
Mr. FRANCIS. That is right.
The CHAIRMAN. To all countries?
Mr. FRANCIS. That is right.
The CHAIRMAN. Mr. Francis, I believe Senator Millikin has a few

questions.
We will put in the record at this point a statement from the United

States Tariff Commission showing the production, domestic exports,
and the imports of silver or black fox furs, dressed or undressed.

Are silver and black fox furs identical, Mr. Francis?
Mr. FRANCIS. That is correct, sir.
The CHAIRMAN. I just wanted to know. This is not particularly in

conflict with your statement, but I will put that in as additional
information.
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(The material referred to is as follows:)

Silver or black fox furs, dressed or undressed: United States production, export8,
and imports, in specified years, 1929-48

Quantity (thousands of pelts) Quantity (thousands of pelts)

Year Imports Year Imports
Produc- Domestic for con- Produc- Domestic for con-
tion I exports sump- tion I exports sump-

tion 2 tion 3

1929 ---------------- 70 (2) 1 1941 ---------------- 250 5 95
1931 ---------------- 110 (3) 2 1943 ---------------- 190 4 100
1933 ---------------- 150 (3) 2 1945 ---------------- 240 13 70
1935 ---------------- 185 (3) 1 1946' .............. 250 10 59
1937 ---------------- 275 9 26 19474 .............. 255 9 62
1938 ---------------- 300 5 16 19484 --------------- 200 31 32
1939 ---------------- 350 5 133
1940 ---------------- 255 4 76

Value (thousands of dollars) Value (thousands of dollars)

Year Year
Produc- Domestic Foreign Produc- Domestic Foreign
tion I exports value tion I exports value

1929 --------------- (3) (3) 81 1940 --------------- 6,900 66 1,402
1931 ---------------- () (3) 66 1941 ---------------- 8,000 121 1,883
1933 --------------- (3) () 62 1943 --------------- 8,700 114 2,647
1935 --------------- 7,900 (2) 45 1945 --------------- 7,400 333 2,656
1937 --------------- 9,100 201 1,088 1946' .............. 6,300 270 2,539
1938 --------------- 9,300 127 463 19474 -------------- 4.300 152 1,193
1939 --------------- 8, 400 86 2,468 19484------------- (3) 441 501

'Estimated by National Board of Fur Farm Organizations.
2 Beginning in 1940, data on value include the value of tails, paws, heads, or other separate parts, for which

n6 comparable units of quantity are reported in the import statistics. These tails, paws, etc., account for
a very small portion of the total value shown.

3 Not available.
4 Preliminary .

The CHAIR31AN. All right, Senator Millikin.
I asked Mr. Francis a few questions, and I told him that you wanted

to put some questions to him.
Senator MILLIKIN. I would like to congratulate you on an excellent

statement, from my slant, my personal slant.
Mr. FRANCIS. Thank you, sir.
Senator MILLIKIN. What efforts have the fur industry made to get

relief by way of escape or by other approaches to the State Department
or to the President?

Mr. FRANCIS. Senator, we first appeared before the Committee on
Reciprocity Information.

Senator MiLLIKIN. When was that?
Mr. FRANCIS. That was in 1946; also, again, in 1947. We had two

hearings; one just before the Geneva Conference.
Senator MILLIKIN. Agreements were then in the offing that would

affect the fur business?
Mr. FRANCIS. That is right, sir.
Senator M-1ILLKIN. And you appeared before the Trade Agreements

Committee?
Mr. FRANCIS. That is right, sir.
Senator MILLIKIN. And that was in 1946?
Mr. FnAwcIs. That is right.
Senator MILLrKIx. Then, what else has happened!
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Mr. FRANcis. Then, in 1947, we had the House Agriculture Sub-

committee hearings. It was a hearing to find out what was the trouble
with our industry and to make certain recommendations. And it is
on the record of the committee and the committee report, as to their
recommendations, and the recommendations there were that the import
situation was one of our troubles, or lack of protection, against imports.

We have also appealed to the Tariff Commission in letters, and ap-
pealed to the President under the escape-clause provision for relief
in the matter, and we have not had any reply, or heard of any efforts
being made whatsoever.

Senator MILLIKiN. You wrote to the President?
Mr. FR-Ncis. Yes, sir.
Senator [ILLIKIN. Your association wrote to him?
Mr. FRkxcis.Cl Our association wrote to the President.
Senator MILLIKN. When was that.S
Ir. FR.A cIs. That was early last year.
Senator Mniw N. And nothing has happened?
Mr. FRANcis. Nothing has happened.
Senator MnI1LKI-. ihat did you hear from the President's office?
Mr. FRAN.cIs. He referred our letter to the State Department for

reply, and the State Department said that mink had been on the free
list for 50 years, and they had bound them duty-free at Geneva, and
as a result it would be in their opinion a wrong thing to renegotiate
those treaties, and that in the case of silver foxes, they thought our duty
was high enough. and that was not primarily the reason for the difficul-
ties of the silver-fox industry today: that it was excise taxes, and that
our fur was out of fashion.

That is it. summing it up, Senator. I unfortunately didn't bring
from my home in Utah the letter, but I would be glad to submit it to the
chairman or to you for further review if you would like it.

Senator MILLIKIN.%. I would think it would be very interesting to
have that in the record.

The CHIR"A-N. You may furnish it. and we would be very glad to
incorporate it.

Mr. FRAN;cIs. I will do that, sir.
(The letter referred to above will be printed in pt. II of the

hearings.)
Mr. FRAxcis. Quite recently we had 50 GI's in your State. Senator

Millikin, who were interested in the fur-farming industry, and they
appealed directly to the President. I also have a copy of their letter
and the reply.

Senator MHuIKIN. What was the reply?
Mr. FA-cxs. The reply was in the main the same as in the other

letter.
Senator MnLaixm. It was referred to the State Department? Have a

they had an answer from the State Department?
Mr. FRANCIs. They have.
Senator MIWLKI.N. What was the State Department's answer? C
Mr. FRA~cis. The State Department's answer was practically the

same, that it was not a result of the importations, but it was a result
of the fact that our furs had gone out of fashion, and that taxes were t)
hurting our condition; and other similar reasons were given, any-
thing other than that the imports were affecting us.
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Senator MIJLIKI.N. How late has your organization brought the
recent import figures to the attention of either President or the State
De Iartment ?

r . FRANCIS. I don't think we have brought it in recently, sir. The
State Department and the Treasury Department were at these hear-
ings in 1947, and the Commerce Department as well. And they are
on record before committees in both the House and the Senate. We
brought the records in at that time: btut not directly to the State
Department.

Senator MILLIKIN. In1 1946 you brought to the attention of the
State Department the enormous increase in the total value of silver
fox imports?

Mr. FRANCIs. Yes.
Senator MILUKi-1. And at that time you also brought to their at-

tention the enormous increase in mink importation.
Mr. FRANCIS. I think they are fully aware of all these figures.

There is no question in my mind, Senator. that they are fuly aware
of all these facts. They have been at the hearings. We have been
in constant touch with them. And there have been letters and cor-
respondence. and the Tariff Commission has these figures, and the
committees of Congress have these figures. They are fully aware of
all these facts and conditions.

Senator M1LIKIN. The Tariff Commission is certainly aware of
the situation. because I have here a tabulation from the United States
Tariff Commission down as late as 1948.

The CHAIRMAN. I put that in the record. Senator.
Senator MILLIKi.. That shows that they are aware of the situation.
Will your furs be affected by the reciprocal trade agreements which

they propose to enter into in France in the near future?
Mr. FRAcIs. We can't see any appreciable effect that any negotia-

tion with France will have, as they are not a large fur producer, as
far as raw furs are concerned. They may do a limited amount of
manufacturing, but very little at the present time.

Senator MILLIKI-N. Have you taken formal steps before the Tariff
Commission to invoke the escape clause?

Mr. FIA.\-cis. From the discussions here, in the course of the con-
sideration of this program, I find that maybe we have erred. We
should have gone through the procedure of the Tariff Commission
and then gone to the President. I assure you, Senator, that we ex-
pect to do that immediately. And we will keep you properly advised,
you and this committee, as to the results that we receive and the
replies. Because up to now our experience has been that we don't
think there is a chance to get any relief whatsoever.

Senator MILLIKIN. But you have brought your situation. one way or
another, as an organization and through individual groups of fur
farmers, to the attention of the President and to the attention of the
Department of State. and to the attention of the Interdepartmental
Committee, in varous hearings.

Mr. FRANcis. That is right, sir.
Senator MILLIKIN. It cannot be said, can it, in any fairness, that

the Interdepartmental Connittee or the President or the Tariff Com-
mission. or any of the agencies have been ignorant of this situation?

Mr. FRANCIs. They surely are not ignorant of it.
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Senator MILLIKIN. And I just make my own observation: Whether
you proceeded with technical accuracy or not, it would have been
very easy for someone to channel the thing into the proper channels.
The President can act without any recommendation by anybody. He
does not have to have a recommendation from the Tariff Commission
in order to invoke an escape. And the Department of State does not
have to have a recommendation in order to start the machinery going
for an escape.

Mr. FRANCIS. I might say here that in regard to the escape clause
I know there has been a lot stated about it. and how we can get relief
from the escape clause. I believe we have tried, even though we have
not been technically right.

But. on the tax end, we find on the excise taxes they don't feel they
want to do anything about that, because the President says "We need
more taxes instead of less taxes." So maybe we will have to get to a
point where we will have to write an escape clause into the tax laws.

Senator MIMLIKIN. Maybe we will have to have an escape from the
President. We will have to wait a while for that., however.

Mr. FRANCIS. Well, maybe we can get a little consolation. Per-
haps they will have some kind of social security they can put us on.

Senator MIT.LIKIN. With reference to this Danish compensation re-
bate, how does that work?

Mr. FRANCIS. As I understand it, you purchase mink in Denmark at,
say, $10 per pelt, as bid on the auction, and you pay $10, and if you
give a certificate of export, or produce your certificate of export that
you exported that mink pelt to the United States, the Government
will rebate you 331/2 percent.

The CHAIRMAN. The Danish Government?
Mr. FRANvCIS. The Danish Government.
Senator MnLIKIN. Thirty-three and a half percent of what?
Mr. FRANCIS. Of the price you pay.
Senator MTLLIKIN. And that, you say., is a compensating action

against the state-controlled fur business of Russia and the subsidy
program of Canada; is that right?

Mr. FRANCIS. That is right, sir.
Senator MmLIKIN. Is there any subsidy for the American fur

farmer?
Mr. FRANCIS. We have loans that we have to pay back. Or else the

Government will be in the business.
Senator MMUKIN. Now, coming to those loans: Roughly speaking,

is it not true that through the operations of the factors that you
have mentioned the fur business has now become so impoverished that it
is impossible, roughly speaking, to make any considerable number of
loans to fur farmersI

Mr. FRANCIS. That is substantially right: That out of the $4,000,000
that Congress provided for loans to fur farmers, according to the last
report I received from the Farm i'redit Adminiftration, they had
used $250,000, and the industry, under the terms set up by Congress,
was in such a deplorable condition that they couldn't even meet emer-
gency loan terms. In the loan program it provides that reasonable
repayment must be a part of the loan; that is, they can't lend us the
money unless the Department of Agriculture feels it reasonably sound
and that it will be repaid.
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Senator MILLIKIN. Has this not happened: That as the situation in
the fur industry has worsened, the fur farmer has gone first to his
bank and made a loan when he could, and has had to put up prac-
tically everything he had as collateral for that loan, and as the situa-
tion continues to worsen, he then tries to get a loan from the Federal
Government, and the banker will not subordinate his collateral to the
Federal Government, with the result that the prior loan probably goes
out on foreclosure, with no relief from the Government? Is that not
about the way it works?

Mr. FRANCIS. That is exactly right, sir. That is why we have lost
so many farmers. That is why they have gone out of business.

This is not guesswork, gentlemen. We have statistical information
just completed. And 1,000 mink farmers in December and January
have liquidated their mink farms.

Senator MILLIKI.N. We use these nice words like "liquidated." That
means that there has probably been a foreclosure of their assets, not
only in the fur business, but maybe collateral assets in other branches
of farming; is that right,?

Mr. FRANcIS. That is right; not only that, but their homes, their
cars. That all goes in. It is a personal liability loan, that takes in
all of it. Senator. It is not just on their animals, not only on just their
pens, but on their homes and their sheds, and their land and their
equipment, and even on.their life insurance if they can get coverage
on that.

Senator MILLiKIN. This story that you are telling me is not un-
familiar to me. We have a lot of fur farmers in Colorado, and I have
been through the whole vicious circle.

Now. what are the principal countries that export furs into this
country ?

Mr. Frt.\lNCiS. Russia and Canada, Norway and Sweden, are the
principal import countries, the countries we receive furs from.

Senator MILIKIN. And what trade agreements were made subse-
quent to the time that you brought your condition to the attention of
the Federal authorities?

Mr. FRANCIS. We brought our condition at the time to the Com-
mittee on Reciprocity Information. We could see in 1946.and earlier.
back in 1945, the situation. I may say. Senator, that in 1946 there
were hearings about a quota limitation that the Government set on
silver foxes, of 100,000, which was not really a quota, because they
never really reached 100,000 imports except in 1949, and they came
in before the quota was put on. And they were requested to take
the quota off. We objected and stated very emphatically that it
should be lowered, and we showed them what was going to happen
and what would happen to our industry if they didn't lower it.

Senator NMILLrKIN. The Geneva agreements succeeded your showing
alongthat line. Isthatrightv

d Mr. FRANCis. That is right.
Senator MMILIKIT . The Geneva agreements were made after that.
Mr. FRANCIS. That is true.
Senator MILLIKIN. What agreements were made at Geneva that af-

fected the fur industry? With what countries?
d Mr. FRtANcIs. The agreements that were made at Geneva, that pri-

marily affected us, did not change the 37y percent duty on foxes, but
they bound mink duty-free, which would not allow Congress even,
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unless we had a breach with other countries, to step in and do anything
about duty.

Senator MLLITKiN. With what countries did they do the dealing
on that?

Mr. FRANCIS. I am not sure, sir, with what countries they did the
dealing.

Senator MILLIKIN. But in any event, what they did at Geneva be-
comes a generalized benefit for all foreign countries; is that right?

Mr. FRANCIS. That is correct, sir.
Senator MilLIKiN. At the present time, have you gotten any glim-

mer of hope of any kind from either the President or the State De-
partment or anybody else in the executive department who has been
working on this subject?

Mr. FRANCIS. No; on the contrary, they want to do away with any
provision in the law that would give us a little inkling of help and
protection, under the peril point.

Senator MiLIKIN. Is this not true: That with this open bung of
imports, furs from foreign countries, almost any other remedy that
you take would still empty your barrel?

Mr. FRANCIS. We most certainly can't compete with all nations of
the world that are desiring dollars and shipping all their furs into this
market; I don't care what type of protection you give, other than
ultimately buying our industry or setting up a. subsidy and giving us
money. I don't know how you can keep us in business to a point
where we can take this tremendous shock.

Senator MmLIKN. Let me put it to you this way: Even if we wiped
out the excise tax, even if we wiped it out, would you not still have
the same importing problem?

Mr. FRANCIS. We would still have the same importing problem.
Senator MIUJKN. And is that a problem that could be met even

if the excise tax were completely wiped out?
Mr. FRANCIS. No; I don't think, even if the excise tax could be

wiped out we could meet the problem. But I don't want to take the
position before you here that it wouldn't hel.

Senator MILIKIN. I understand it woul be a helpful factor. But
nevertheless, after you got all through you would still have this flood
of imports.

Mr. FRANCIS. Correct.
Senator MILTxKIN. And under the statistics which you presented, I

think it is perfectly obvious that they would continue to embarrass
your business. In the meantime, most of your business is gone, as a
result of the facts which you have presentedhere.

Mr. FRANCIS. That ist rue, Senator; very true. As I stated here,
we are looking for new agricultural industries.

Senator MILInKIN. You understand that the purpose of repealing
the present law, rather than extending the present law with amn
ments, is to get away from the peril point theory.

Mr. FRANCIS. I am very aware of that sir.
Senator MILLIKIN. And to get away irom it from the beginning.
Mr. FRANCIS. That is correct, sir.
Senator MIliK1IN. You understand that on March 4 the Tariff Com- se

mission will submit its peril points.
Mr. FRANCIS. I understand that.
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Senator MILLIKIN. And that the strategy is to get this law repealed.
so that the Tariff Commission will not have to submit its peril points.
and thus avaid embarrassment to those who (1o not believe there should
begpril points.

1r. FRANCIS. I understand the strategy being used. I am not in
favor of such strategy. I think it is a reflection on the Congress to do
such a thing. I think we shouldn't be embarrassed by truth. And I
think if we have gone to the expense we have to investigate the matter
and prepare these reports, in good faith we should let them be sub-
mitted in the mainier in which Congress passed the reciprocal trade
program last year in fairness and good faith to all concerned.

Senator MILLIKIN. I notice that you favor a 1-year extension of the
reciprocal trade program. Do you see any jeopardy of any kind in
that to any American industry?

Mr. FRANCIS. No: I do not. I think it is an advntage to American
industry today, under our complex world conditions, as I pointed out.
Senator, that this request or suggestion has not come of ourselves, but
from foreign countries, that they cannot negotiate in good faith while
they are under the tremendous impact and influence of our Marshall
program, and our armament or military program.

Senator MILLIKIN. You develop that we are actually supplying the
money to enable foreign countries to grant bounties to their own fur
producers to aid their imports into this country. Is that right?

Mr. FRANCIS. That is substantially right. To a point where we are
embarrassing them with it.

Senator MILLIKIN. You are already sufficiently embarrassed. I am
talking about the fur industry. And I would not want to add anything
to that.

The CHAIRMAN. We thank you very much for your statement. sir.
Mr. FRANCIS. Thank you, Senator.
The Cn9A IR3[A,. Mr. Charles E. Jackson.
Mr. JACKSON. I believe that you are with the National Fisheries

Institute. Is that right?

STATEMENT OF CHARLES E. JACKSON, GENERAL MANAGER, NA-
TIONAL FISHERIES INSTITUTE, INC., WASHINGTON, D. C.

Mr. JACKSON. Yes, sir.
The CHAIRMAN. And it has been arranged that you will give your

direction to this part of the hearing.
Mr. JACKSON. I think that would be agreeable to the witnesses.
The CHAIPMAN. Do you wish to make a statement at this time ?
Mr. JACKSON. Yes; I wish to make a short introductory statement.
The CHAIRMAN. You may proceed.
Mr. JACKSON. I have already stated my name and my connection.
Our organization is composed of producers-companies who own

and operate fishing vessel s-processors, canners, and distributors, in-
cluding brokers, and other units of the commercial fishing industry
concerned in what is termed the "management" end of the fishing in-
dustry. It is the only national trade organization representing all
segments of the fishing industry between the fisherman and the retailer.
It is a nonprofit organization.
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I was one of a great number of witnesses appearing before the
Fisheries Subcommittee of the House Committee on Merchant Marine
and Fisheries Tuesday and Wednesday of last, week. In order to
present our case as briefly and intelligently as possible, more than
50 representatives of management and labor, including both A. F. of L.
and CIO affiliates, met together in an all-day industry-wide meeting
the Sunday preceding, at the Mayflower Hotel. I think this was the
first time in history that fishing management and labor joined together
in a mutual endeavor to tell Congress how serious are the problems
confronting our industry.

We are seeking relief from a situation that we believe no industry
can survive. Unrestricted imports of fish and fishery products are
pouring into the United States. We have charts to show you that
imports of fresh and frozen fillets from foreign countries have in-
creased nearly six times in the short space of 10 years. Meanwhile,
our exports of canned fish are seriously declining. We believe no busi-
ness can survive unrestricted imports and a serious loss of its export
market at one and the same time. Canned fish formerly exported
must now compete with fresh and frozen fish for our domestic market,
while at the same time there is fio effective limit on imports of fresh
and frozen fillets produced by foreign nations at a fraction of our
costs.

Meanwhile, the world seems to be going fishing; that in itself
would not be so bad were it not for the fact that all the world ap pears
to be looking to the United States market for the export of its fishery
products. Some nations pursue the policy of keeping at home for the
use of their own people the less costly species but exporting the more
expensive products to the United States. In most cases the fishing
industry of the United States is already producing these species,
and often the United States is in fact the only market in the world
for this particular class of products.

Let it be understood that the fishing industry is not asking its Gov-
ernment to abandon the principle of reciprocal trade agreements;
that we are not asking that all foreign fish and fish products be barred
from our country; but we do ask for reasonable limitations or re-
strictions on imports.

When I say "we," I am speaking not only of the producer and
processor members of the organization I represent, but the distributor
members who have agreed to support the producers and processors in
asking for an import quota of 43,000,000 pounds of fresh and frozen
groundfish fillets. This represents the third highest import figure
in the history of our Nation. No one can say this is an unreasonable
request.

A 43,000,000-pound quota is 4Y2 times greater than the import
figure of just 10 years ago. Furthermore, this is a product originated
by the United States fishing industry to promote its own industry.
It is a product developed on our own initiative for our own markets. a

But other nations have adopted this product and are now attempting

to flood our markets. 1
Senator MILLIKIN. What product are you referring to? Are you a

referring to the fillets?
Mr. JACKSON. I am talking about frozen groundfish fillets.
Senator MILLIKIN. We have invented that process here ?
Mr. JACKSON. Yes.
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Senator M1ILLIKIN. All right.
Mr. JACKSON. Most nations are not capable of using frozen fillets for

the reason they do not have adequate refrigeration facilities through-
out their nations to permit the distribution of frozen products. Con-
sequently, the principal market for fish fillets is in the United States,
and many countries are seeking our market. Imports are steadily in-
creasing from Canada, Newfoundland, and Iceland. Norway and
Denmark are bidding for our markets, as are Holland, Sweden, and
South Africa and manv other nations.

Since the committee members may not be familiar with our industry,
perhaps a few words on the size, importance, and extent of the fishing
industry of the United States may be helpful.

The annual catch of fish and shellfish in the United States and Alaska
averages about 41/2 billion pounds, which, incidentally, is the second
largest catch in the world, of which approximately two-thirds is used
for food and the remaining one-third is used for poultry and cattle
feeding and other agricultural and industrial uses, including essential
vitamin and amino-acid drugs, paints and oils, and hundreds of other
byproducts.

The value of the catch to the fishermen in 1948 totaled about $325,-
000,000. 'When frozen, canned, smoked, pickled and processed in its
many forms for food and manufactured into agricultural and in-
dustrial uses, the end products retailed in 1948 for more than $1,000,-
000,000. This places fishing high up on the list of big American
industries.

The number of fishermen employed is about 150,000; the number of
shore workers is more than 100,000; while indirect employment in
allied industry, such as gear manufacture, boat building, etc.. numbers
more than 300,000 persons; a total employment of at least 550,000
people.

At this point I would like to refer to Mr. Ruttenberg's statement
here yesterday. Mr. Ruttenberg was the CIO witness. He said:

Labor has a great deal at stake. Certain groups point out that extension of
the Reciprocal Trade Agreements Act means "lower tariffs which will flood our
markets with cheap goods, create unfair competition with American products,
reduce our American standard of living, and result in unemployment."

Then he points out that-
The principal industries affected by imports are textile, wood, paper and pulp,

fishing, mining, and glass manufacturing. Only a relatively small proportion of
American workers are in these industries, and of these, only a limited number are
directly affected by imports.

Fishing is one that he mentions, and it is certainly affected by im-
ports, and since the term "American workers" must include all workers,
it seems to me that 550,000 workers is a rather substantial amount. The
total number of workers in industries threatened by foreign imports
is indeed quite large. Mr. Ruttenberg's statement surprises me, par-
ticularly since his organization represents a large number of fishermen
and shoreworkers.

Employed in catching fish and shellfish are about 8,000 vessels of
five net tons and over; 40,000 motorboats of various kinds; and an
additional 35,000 small craft such as scows, rowboats, et cetera.

There are between three and four thousand fishery shore establish-
ments in the United States and Alaska.
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The per capita consumption of fish in the United States in 1948 was

about 11 pounds in edible weight.
Theri are only two sources of food: land and water. Because of

our vast land resources, few of our people appreciate the importance
of America's fishing industry. It has always been an independent
industry. In most cases it is a business handed down from father to
son, generation after generation. Our industry has never sought
subsidies, but we do not see how long we can compete with nations
whose fisheries are in most cases subsidized; subsidized not only by
their own governments, but. frequently by the United States Govern-
ment through lend-lease during the war, and now through ECA, as
well as through loans from various United States governmental
agencies.
Senator BYRD. Mr. Jackson, may I amplify that statement? Do I

understand that the foreign fisheries were directly subsidized by lease-
lend during the war?

Mr. JACKSON. Yes, Senator; I think we can show that Russia had
at great number of fishing vessels, the most modern in the world, which
were rebuilt on our west coast in the midst of the war and toward the
end of the war. The late Congressman Fred Bradley of Michigan,
chairman of the House Committee on Merchant Marine and Fisheries
procured reports from the State Department showing that approxi-
mately $22,000,000 was spent on reconstructing vessels for the Russian
Government's fishing fleet. At the end of the war Russia thus pos-
sessed the most modern fishing, ships in the world.

Senator BYRD. They were donated to Russia?
Mr. JACKSON. They were obtained through lend-lease, and I don't

know whether they have been paid for or not.
Senator BYRD. In regard to ECA, how does the ECA subsidize

foreign fisheries ?
Mr. JACKSON. Well, I would have to say "indirectly," in that they

are purchasing fish, for instance, from Newfoundland and Canada.
We have not been able to get hardly any purchases for the United
States product. And then, of course, in establishing business in
Europe, they have established fishing plants and appropriated money
for the purchase of fishing vessels. One of the other witnesses will
give you a specific instance where an ECA allocation has been made
to Iceland, and that country is giving the American fishing industry
some very stiff competition.

Senator BrRD. What about the loans that are made through various
United States Government agencies?

Mr. JACKSON. I don't know how to answer that question, Senator,
except that some of our loans and grants for the purchase of inachin-
ery almost certainly end up in fishing vessels and plants. I don't
know how we could show it specifically. But we have charts to show
you that other governments are subsidizing their fishing industries to
a large extent.

Senator BYRD. I would be very much interested if you would elab-
orate on that with specific instances, and put them in the record. in

Mr. JACKSON. We would be very glad to do the best we can. But 1W

we have difficulty getting information on this subject from Govern-
ment agencies.
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The fishing industry forms a very important part in the economic
life of America during peace and has proven to be vital in every war
America has fought. We do not believe America can afford to sacri-
fice its fishing indus t ry.

Mr. Chairman, at this point, I would like to ask permission to in-
sert statements by export witnesses, who, to save the time of the con-
mittee, will not appear. But I told them I was sure the committee
would be glad to put their short statements in the record.

The CHAIRMAN. Export witnesses?
Mr. JACKSON. Yes, sir; witnesses to discuss the export phase of the

fishing problem, our loss of export markets, and so forth.
The UHAIRMAN. Our loss of export markets.
Mr. JACKSON. Yes, sir.
The CHAIRMAN. If you will hand them to me, I will give them to

the reporter so that they may be placed in the record. We will be
glad to put them in.

(The statements referred to are as follows:)
HOUSE OF REPRESENTATIVES,

COMMITTEE ON M.%ERCIIANT MARINE AND FISHERIES,
Washington 25, D. C., March 10, 1947.

Mr. CHESTER T. LANE,
Administrator, Lend-Lease, Office of Foreign Liquidation,

Department of State, Washington, D. C.
DEAR MR. LANE: I acknowledge with thanks your letter of March 6 with

enclosure.
I have read carefully your "Statement on wartime repair and conversion

work under lend-lease on vessels of the Soviet fishing fleet", and note that "a
total of three Soviet-owned cargo vessels were * * * and converted by the
United States Government into canneries under lend-lease". Apparently this
three is the number of Russian fishery vessels that were rebuilt in American
shipyards.

I would like to have the names of these three vessels and the shipyards where
they were converted. I have information of a magazine article contained in
the Pacific Marine Review of September 1945 which specifically named more
than three Russian vessels that were converted into cannery ships, cannery tend-
ers or refrigerator ships, all to engage in fisheries work.

The article refers to conversion work that took place in the Hurley Marine
Works, Oakland, Calif. In this one yard, according to the article, major repairs
or complete conversions were made on some 40 Russian vessels. Among the 40
were: Cherrnshevski, Menjinski, Krabolov, No. 2, Chapaev, Koryak, Refrigerator
No. 1, Refrigerator No. 2, Pichevya Industria, Lieutenant Schmidt, Khabarovsk,
Tanker No. 1, Pravda, Leningrad, Karl Liebnecht, Lafayette, Tran8balt.

The Chernyshevski, Menjinski, Krabolor No. 2, Chapacr, Refrigerator Nb. 1,
Refrigerator No. 2, and Pischery1a Industria were definitely converted into ships
utilized by the Russian fisheries in some manner. These were converted in a
single shipyard on the west coast. I have had many reports that similar Russian
vessels were converted Into cannery, cannery tender or refrigerator ships for
Russia's fishing industry in shipyards in the vicinity of Seattle; Portland, Oreg.;
Los Angeles, and perhaps other Pacific-coast ports.

Please give me a specific report on all vessels listed above listing the amounts
expended in conversion, as well as reports on all other Russian vessels converted
into ships for the use of the Russian fishing Industry-and, also, the names and
addresses of the shipyards in which they were converted.

It is very important for our committee to have information as to how many
Russian vessels were converted into modern fish-factory ships of various kinds,
in order, for our own American fishing industry to understand the world com-
petition they are facing.

Very sincerely yours,
FRED BRADLEY, M. C., Cha4orman.
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STATEMENT ON WARTIME REPAIR AND CONVERSION WORK UNDER LEND-LEASE ON
VESSELS OF THE SOVIET FISHING FLEET

Early in the war the Soviet Government asked the United States to provide
under lend-lease services in repairing vessels of her fishing fleet. The repairs
were to aid the production of canned crab meat and other fish products from
Russian fisheries in the Pacific for shipment to the U. S. S. R. The Soviet Gov-
ernment pointed out, in connection with this request, that their food supply was
of vital importance to the war effort, and that crab meat had been found by
their medical authorities to be particularly useful in the diet of convalescent
soldiers of the Red army. It was made clear that the canned crab-meat product
of the Russian Pacific fisheries was looked upon by the Russians as an essential
item of their diet, rather than a luxury, and was not intended for export. The
crab catch in that part of the Pacific consists of crabs averaging 8 to 10 pounds
in size and thus was an economical source of fish products compared with ordinary
crab catches elsewhere in the world.

The guiding principle in lend-leasing repair and conversion services on crab-
canning vessels for the Soviet Government was that our assistance would be
limited to the maintenance of existing productive capacity and would not extend
to improvements or betterments such as might have substantial postwar value.
The importance of supporting food production by Russian fisheries during the
crucial period of the war was clearly recognized; but, at the same time, caution
was exercised to see that elements of long-term capital improvement did not creep
into the repair program.

In the few instances where vessels were converted into crab canneries under
lend-lease, the conversions did not materially add to the productive facilities of
the Soviet fishing fleet, since crab-canning vessels were withdrawn from the Soviet
fishing fleet and their canning equipment switched to cargo vessels owned and
nominated by the Soviet Government.

A total of three Soviet-owned cargo vessels were withdrawn from the trans-
Pacific trade and converted by the United States Government into canneries
under lend-lease, the canning equipment on board two Soviet cannery vessels
being removed for installation on the three cargo vessels. The hulls of the two
Soviet cannery vessels were turned over to the United States by the Soviet
Government under reverse lend-lease and the vessels later used as expendables
in the Pacific war. To replace the loss of dry cargo carrying space in the regular
trans-Pacific trade occasioned by removal of the three cargo vessels for conversion
into canneries, the United States Government lend-leased two dry cargo Liberty
vessels to the Soviet Government. (These ships were part of, and subject to the
same conditions as, the 125 merchant vessels transferred to the Soviet Govern-
ment under lend-lease.) The Soviet Government agreed not to bring any addi-
tional cannery vessels to the United States for major repairs after this conversion
was undertaken. The United States Government reserved the right to request
other nominations of vessels in the event that those designated by the Soviet
Government proved not to be in sufficiently good condition to warrant conversion
into canneries. t

The conversion work went forward on vessels nominated by the Soviet Govern- a
meant work on two of the vessels being completed before VJ-day and the termina- V
tion of lend-lease. Work on the third vessel was hatted before VJ-day and the
termination of lend-lease as soon as it became apparent that the work could not
be completed in time to be of value in the war effort. Subsequently, the Soviet
Government Purchasing Commission entered into a contract to complete the
conversion work on the vessel and assumed all financial obligations in connection
therewith accruing after August 17, 1945.

To the extent consistent with practical and effective repair and conversion
work necessary to render vessels capable of performing the job for which designed,
this repair and conversion work under lend-lease was limited to that required
for a maximuni of 2 to 3 years fishing and canning operations.
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DEPARTMENT OF STATE,
OFFICE OF FOREIGN LIQuIDATION COMMISSIONER,

Washington, Marci 20, 194 7.
1ion. FRED BRADLEY,

Chairman, Conimittee on Merchant Marine and Fishcricx,
House of Representatircs.

DEAR MR. BRADLEY: I have your letter of March 10, 1947, in which you raise
certain additional questions on the wartime repair and conversion work under
lend-lease on vessels of the Soviet fishing fleet.

Apparently I did not have a full understanding of your original inquiry, since
I thought that my earlier letter contained the information you desired. In
appraising the effect of wartime lend-lease assistance to the Soviet fishing fleet
upon its postwar competitive position, which I understand from your letter is
what you have in inind in making your inquiry, we have made a distinction
between (1) additions to the Soviet fishing fleet and (2) maintenance and repair
work on existing vessels of the fleet. WVe have considered this a necessary
distinction in measuring change in the status quo caused by lend-lease aid fur-
nished during the war.

As I indicated in my eralier letter, there was considerable maintenance and
repair work on the existing Soviet fishing fleet, aside from the project for with-
drawal of two fishing vessels from the fishing fleet and conversion of a total of
three Soviet-owned cargo vessels into canneries under lend-lease. This repair
and maintenance work was done in the United States because of a shortage of the
necessary facilities in Russia and the other allied countries, and were often
extensive in scope because of strenuous wartime operating conditions and hazards
and because of undermaintenance of the vessels by the Russians in the early
war years. It was certainly not the intention of my earlier letter to underestimate
the value to the Soviet Government of this lend-lease assistance in maintaining
wartime production of her fisheries; but I felt that this type of work fell into a
different category from the conversion work for the purpose of appraising the
competitive position of the Soviet fishing ficet in the postwar period.

The three Soviet-owned cargo vessels converted into canneries under lend-lease
were the following: the Menjin8ki, the Chernyshcrski, and the Aina Ata, the
first two having been converted in Hurley Marine Works, Oakland, Calif., and
the third having been partly converted under lend-lease at the Northwest Ship
Repair Yard, Portland, Oreg. The lend-lease conversion work on the latter was
terminated on August 17, 1945, and the conversion later carried to completion
by the Russians oil a cash basis.

In answer to the request in the next to the last paragraph of your letter, I
enclose herewith detailed data on all lend-lease repair or conversion work done on
vessels of the Soviet fishing fleet. You will note that the first eight vessels
appearing in the list you submitted in your letter are covered in the report and
that a number of additional vessels are also covered. The last eight vessels
listed in your letter are not covered because they are not vessels of the Soviet
fishing fleet. They were included in the Pacific Marine Review article because
they were Soviet vessels on which the Hurley Marine Works had made repairs,
and the article was a general report on fish repair work of that company on Soviet
vessels, whether or not in the fishing fleet.

Sincerely yours,
CHESTER T. LANE,

Lend-Lease Admin istrator.

86697-49--pt. 1-46



Report on lend-lea8e conversion and repair of Soviet fishing vessels

Vessel

Chernyshevski-.
Menjinski .........
Krabalov No. 2 -- - -

Chapaev -----------

Koriak.

Refrigerator No. I.

Refrigerator No. 2_

Pischevaya Indus-
tria.

,ryle

Canne,'y ----
----- d o -------
----- do .....

Freighter ---

Cannery ---

Build

1919 l)u.-
1919 Du.-
1901 Br---

1919 Am.-

1919 Ja..-

Refrigerator.1 1933 l)a_.

-----do- --- 1 1933 Da..-

Refrigerator,
cannery.

oross
tons

3, 588
3, 683
4,159

2,242

4,214

1,427

1,427

1909 Br..._ 10, 079

Alma Ata ----------.. -... do ....- I 1920 Du.. 3,611

Aleut ............. Whaler can-
nery.

1919Am.. 5,055

Length Fuel

Coal -
--- do...

--- do. --

.---do ---

-- _ do--

Oil ___.

229 -...do. -

Coal.. -

360 1.-.do...

Beam IDraft ISpeed

Fed
50
50
46

43

50

36

36

59

50

52

Repairs
started

June 19, 1944
Sept. 18, 1944

Jan. 6,1943
July 1,1943
July 1,1943
July 9,1942
Jan. 12,1943
May 19, 1943
Aug. 30, 1943
Apr. 6,1944
Apr. 28,1944

Feb. 2,1943
July 1,1943
Jan. 13,1944
Apr. 5, 1944
A 27, 194My7, 1944

Feb. 1, 1943
July 1,1943
Jan. 14,1944
Apr. 5,1944
Apr. 27,1944
June 28, 1944
Oct. 3,1942
Nov. 5,1942
Mar. 4,1943
Oct. 28,1943
Jan. 27,1944
Mar. 1, 1944
Apr. 7, 1944
Apr. 19,1944
Aug. 11, 1945

Feb. 8,1945

Apr. 28,1944

Contractor •

Hurleys- Oakland-.-
----- do ............
San Francisco -------
----- do
----- d o ---------------
Seattle --------------
San Francisco .....
Seattle ............
Portland ..........
San Francisco -------
San Francisco and

Portland.
San Francisco ......

-----d o ..............
----.d o ..............
----- do ------------
-----d o ..............
----- do ............
----- do .............

--- 
-d o ............

-----do .............
.....-d o ----------------

---- 

do .....
---d o ---------------

Portland ------------
Seattle --------------

----- do .............
Portland ...........
Seattle .............
San Francisco ....

-----d o ..............
S. Fran. & Portland.
San Francisco -------

N. W. Ship Repair-
Port.

Poole, McGonigle,
Jennings-Port.

Completion
date

Apr. 28,19451
July 17,19451
May 26,1943
June 27,1944

Oct. 25, 1942
Dec. 28,1943
Aug. 17,1943
May 18,1944
Aug. 26,1944
Sept. 22,1944

July 10, 1943
Nov. 23, 1943
May 7,1944
Aug. 25,1944
May 7,1944
July 9, 1945
July 9,1943
Feb. 2, 1945
May 9,1944
Aug. 25, 1944
May 7,1944
July 9,1945
Oct. 30, 1942
Nov. 9, 1942
Mar. 20,1943
Nov. 12, 1943
Feb. 3,1944
June 30, 1944
Aug. 25, 1944
July 26,1944
Aug. 31, 1944

Mar. 31,19461

Mar. 29,19451

Lend-leaso
expenditure

$1,871,467. 51
1, 749,967.46
1,111,698.30

704.84
21,100.00

4,933.77
683,663.39
535,190.06

2,379.97
18,599.00

582,381.62

387,885.39
53,650.34

135,865. 13
1,352.00

132. 00
7,211.54

295,273.58
40,287. 88

130,074.09
1, 352.00

132.00
6,061. 10

130, 126. 70
10,618.34
37,090.33
52,679.86
6,009.70

49,753.00
1,352.00

455, 632. 51
637. 50

1,400,000.002

2,066,098.21

Remarks

Only conversions
corn pleted under
lend-lease.

Estimated.

Estimated. Work
stopped Aug. 17,
1945 conversion
only partial on
lend-lease basis.---.do..



AranLard -----------
Trudfront .........
Enthusiast ........
A. Mikoyan ......

Whale killer
._.- do -- -----
.-. do .....
Cannery ----

Vsevelod Sibirtsev ..- I - do .....

Chetviortl Kraba-
lov.

Giliak ...........

Dnepr ---------

----- do ....

.do .....

Refrigera-
tor.

Nova --------------.. ..... do -

i..,, ..

Rion .............

Volga ............

-.do ---

1982 ....
1932 ....
1932 ------
1905 Br.._

1912 Br.-

1904 -----

1920 ------

260
260
369

4, 153

6,687

4,304

3, 148

1914 Br... 3,071

1930 Rus_ 3,113

1931 Rus. 3, 113

Refrigerator.1 1931 Rus.I 3,113

Coal.-

-- .. do..-.

Coal -

Oil ---

Oil ----

Oil..___

See footnotes at end of table p. 716.

A r. 14,1943
Mr. 29,.1943
Jan. 13,1944
Jan. 13,1944
Jan. 13,1944
July 5,1942
Sept. 30,1943
Aug. 15, 1944
Nov. 28,1942

Mar.
Aug.
Nov.
Apr.
Jan.
Mar.
Dec.
Jan.

27. 1943
8. 1943
9, 1942

26, 1943

1, 1943
30, 1943
a 1943

,1944

Apr. 21, 1945
Feb. 18, 1943
Feb. 22, 9143
Sept. 20, 1943
Nov. 24, 1943
Nov. 16, 1943
Feb. 17, 1944
Nov. 13, 1944
Mar. 20, 1912
Dec. 1, 1942
Sept. 20, 1943
Dec. 29, 19t3
Nov. 18, 1943
Nov. 23, 1943
Feb. 1,1943
May 3,1943
Sept. 14, 1943
Nov. 26,1943
Jan. 31,1944
Mar. 30, 1944
Feb. 3,1945
Feb. 5, 1945
Jan. 24,1943
Feb. 22, 1943
Nov. 16, 1943
Jan. 4,1944
Mar. 20, 1944
Feb. 20, 1945
Mar. 26, 1945
Apr. 2,1945

Seattle ----------
-d rl-----------

-do .............
..do -------------
..... do -------------
----- do .............
----- do .............----- d o ---------------

Portland ------------

Seattle ------------
San Francisco .....
Portland ...........
Seattle ----------
Por tand.........

-_-do --------------
San Francisco .....
Portland and Seat-

tle.
Portland---------
San Francisco .....
Portland ...........
--... do .............

----- do...........
San Francisco .....

-___ do ..................-d o .-- - -- - -- -

----- do .............
Portland ------------
San Francisco .....

----- do .............
-___ -do .............
----- do -------------
----- d o --------------
----- do .............
----- do -------------

Portland_.._.....
San Francisco .....

----- d o --------------
----- do .............
----- do _
----- do .............

Portland ...........
San Francisco .....

----- do .............
-----do .............
----- do -------
----- d o --------------
-..-do --------------

Jan. 5,1944
Jan. 5,1944
May 16, 1944
May 16,1944
May 16,1944
July 21,1942
Jan. 11,1944
June 25, 1945
Aug. 1,1943

May 8, 1943
June 30, 1944
Nov. 18, 1942
June 6, 1943

Mar. 29, 1943
Jan. 1, 1944
Feb. 16, 1944
May 22, 1944

May 4, 1945
Apr. 3, 1943
Feb. 27, 1944
Sept. 27. 1943
Dec. 2, 1943
July 26,1944
June 16, 1944
Nov. 22, 1944
Feb. 14. 1943
Dec. 4, 1942
Apr. 21, 1944

Dec. 28, 1943
Jan. 24,1944
Apr. 30, 1943
July 20,1943
Sept. 19, 1943
Dec. 5,1943
Feb. 25,1944
July 12,1944
Apr. 1,1945
May 8,1945
Feb. 19,1943
Nov. 1, 1943
May 31,1944
May 31, 1944
Mar. 21, 1944
Mar. 26,1945
Apr. 28, 1945
Aug. 31,1945

3,638.61
237,326. 59
142. 443. 33
134,263.98
147, 929.81
161,147.72
743,358.33

7,193.24
3,084,563.18

250,364. 67
14,849.80
44.024. 27

191,063.60

350, 566. 60
10, 100. 73
14,331.75

192, 251.41

19,961.64
164, 944. 29

3, 242. 54
12 333.32
21, 722. 20
46, 590. 94

581,775.05
460. 16

192, 735. 59
13, 818. 21
9, 164. 25
7, 186. 76

571. 10
846 76

241,594.11
825. 51

9,241.29
16,120.12
78,405.90
2, 731.11
5, 985. 00

557,151.31
62, 875.26
3,083.48

66,162.04
826, 512. 90

11 ,509.00
121,921. 08

1, 652. 10
6, 815..%

Operate with
Aleut.

Extensive cannery
repairs.

These vessels later
turned over to
WSA in cannery
deal and used as
e xi-ndable.

Estimated.



Report on lend-lease conversion and repair of Soviet fishing vessels--Continued

Vessel

Burevestnik --------

Type

Trawler ----

Terek -------------- do.

Kapltan Pospelov.
Kapitan Voronin-.. -
Komsomoletz

Arktlki.

Sealer -----
-e.do- -.-eo.Rkefrigeralor_

Build

1897 Du__

Gross Length
toIls

576

633

191
191

3, 349

168

168

322

Fuel Beam I Draft

Fee

30

30

24

Speed Repairs
started

Oct. 14,1943
July 23, 1945
Mar. 12,1942
July 15,1942
July 31, 1942
Sept. 1, 1943
Apr. 24,1943
Apr. 7,1944

r. 7,1944
sr. 21, 1945

Aug. 13,1943

Contractor

Seattle --------------
----- do-
San Pedro----------
San Francisco -------
San Pedro ----------
San Francisco -------
Seattle --------------

-..--do --------------
----- d o -- ------------

----- do _
San Francisco -------

Completion
date

Feb. 16, 1944
Aug. 2,1945
June 23,1942
Sept. 3,1942
Oct. 23, 1942
Sept. 4, 1943
May 2, 1943-
Oct. 12,1944
Oct. 17, 1944
Apr. 27, 1945
Oct. 15, 1943

Lend-leame
expenditure

$267, 238. 50
1.035.35

416,897.3;
2,791. 50
1,434.73
4,296. 23
2, 761.16

90,246.00
93, 869. 26
48, 907. 94

2,86. 00

I Date of departure from U. S. rather than completion.
2 No final figure available pending audit of contract, which is in progress.
Prepared by U. S. S. R. Branch, Office of the Foreign Liquidation Commissioner, Depart inent of State.

Reirarks

-Co_ -_- 44
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EXCERPT FRoM ADDRESS OF HON. THOR C. TOLLEFSON, REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WASHINGTON BEFORE THE NATIONAL FISHERIES INSTITUTE,

THE WALDOI -ASTORIA, APRIL 15, 1947

The nations of the world are building ships of very kind in order to share in
this harvest, but our own country is sadly lacking such facilities. In order to
inform America's fishing industry on the world competition which faces in the
future, Chairman Bradley has secured information regarding the number of
fishing vessels of all types that were either wholly or partly converted with the
use of lend-lease funds in our several Pacific Coast shipyards during the war.
Most of the vessels that were converted were Russian vessels. It is not my pur-
pose to criticize today what happened during the war to meet war emergencies.

We all know that the Russian armies need food and the conversion of the Rus-
sian vessels into fishing boats were designed to meet this emergency. But fish-
ing vessels have a fairly long span of life and you people in this industry must
face the fact that Russia is today well equipped with vessels converted in part
with our own funds to fish the waters of the world.

I bring you this information not in the spirit of criticism, but in order to warn
America's fishing industry that you must be on your toes if you expect to meet
world competition. I will admit frankly that it was rather amazing to the
members of the committee to learn how many fishing vessels had been converted
beginning at the height of the war for Russia under lend-lease. The names of
these ships are rather difficult for me to pronounce, so I will not attempt to name
them. Suffice it to say that 26 vessels of tonnage varying from 260 gross tons to
over 10,000 gross tons were brought from Russia to our Pacific Coast shipyards
and converted into the most modern type vessels.

Among them were 9 cannery ships which we understand are sometimes known
as "mother" ships. These ships can go to the various waters of the world and
canning can be done on board these vessels. One captain of one of these ships
made this statement proudly as the ships was turned over to him "This is the
largest fhest cannery ship in the world which will require a personnel of ap-
proximately 1,000 men to man and operate her." But there is not one vessel,
there are 26 vessels. Now in addition there were 7 refrigerated ships varying in
tonnage from 1,400 gross tons to over 3,000 gross tons. Also there were 2 trawlers
and one large whaler with three whale killer boats to catch the whales for
processing on the mother ship. In addition there were two sealer boats for tak-
ing certain types of seals.

The information Chairman Bradley secured indicates that only three of the
cannery ships were converted entirely with lend-lease funds: Conversion of most
of the others were undertaken under lend-lease but at the close of the war, funds
were supplied by Russia to complete the outfitting of the vessels. It is my under-
standing that these vessels were also outfitted with miscellaneous appliances
such as netting.

"You in the Industry must, therefore, face the situation that today Russia has
an over-all total of -26 vessels converted in American shipyards, and the total
amount of money from all sources expended for the conversion of these vessels
we understand to be some $21,000,000. I am sure the United States fishing in-
dustry does not want to take all of the fish in the world or be selfish, but as one
of the world's principal maritime nations, it behooves us to fairly compete with
other nations. I am afraid most of us do not realize the importance of taking
and using the produce of the sea. Whether cannery, refrigerator, or other types
of ships are the most efficient means of catching and processing these fish is a
matter which you in the industry can best determine. I understand that there
are some different schools of thought that we can operate most efficiently through
shore plants. I'm not telling you what to do, but I am merely taking this oppor-
tunity to point out that you are facing some real competition.

We have information that other nations are rapidly equipping vessels and
plants to share the harvest of the sea. Reports reach our committee that a
number of French vessels are now being constructed in the United States for the
French Government. Norway is rapidly replenishing her fleet and England, we
understand, has a 25 percent increase in her fleet. We are assisting Japan in
rebuilding her fishing industry. We have already built 16 purse-seine type vessels
for China and some 21 additional ships are ready to be sent there so you can
expect competition not only from Russia but from France, Great Britain, Norway,
and China. In Japan we are assisting those people to reestablish their fishing
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industry for we all know that Japan has to depend principally on the sea for
her food supply. Mind you, I am not saying that we should not do these things,
although there are some I'm very dubious about. The point I'm trying to bring
to you is that the American fishing industry is facing competition in many parts
of the world.

ECONOMIC COOPERATION ADMINISTRATION

OFFICE OF THE ADMINISTRATOR

WASHINGTON. October 15, 1948.-The Economic Cooperation Administration
today said that $3,500,000 of the recently announced fourth-quarter allotment of
$4,000,000 to Iceland has been arranged as a conditional allotment.

ECA explained that the $3,500,000 is to assist Iceland in obtaining goods frolm
the United States, with whom Iceland has a deficit in its trad?. Iceland is to
establish a similar sum of its own currency in an account in favor of other
countries participating in the European recovery program. This account may
be used by participating countries to buy products of Iceland's fishing industry.
These countries will in turn establish an amount comparable to their purchases li
their own currency. Thus the conditional allotment to Iceland is designed to
enable Iceland to obtain needed commodities from the United States and at the
same time foster intra-European trade.

ECA emphasized that the $3,500,000 is part of the fourth-quarter allotment of
$4.000,000 and is not in addition to the annual allotment for Iceland now under
consideration.

The fourth-quarter allotment, plus a $2,300,000 loan agreement in the April-
June quarter, bring the total allotments of assistance to Iceland to $6,300,000.
Iceland was the first country to conclude an ECA loan agreement. It has not
received any grants-in-aid.

ECONOMIC COOPERATION ADMINISTRATION

OFFICE OF THE ADMINISTRATOR

WASHINGTON, October 28, 1948.-Fish netted by International teamwork and I
the Economic Cooperation Administration will be served on many European t
dinner tables this year, the ECA mission in Norway reports.

This fish would have remained much longer in Norwegian coastal waters and
out of intra-European trade had not ECA made possible the catching of it.

Without cotton, there would be no new nets for the weather-beaten Norwegian
herring and cod fishermen, who have seen too many fish slip out of their old
nets left over from prewar days. Norway turned to the EOA for assistance on
cotton imports from the United States. Approximately 350 tons of American
raw cotton amounting to about one-half of the $700,000 authorized for cotton of
imports were earmarked for fish nets. in

The United States cotton for the nets was not delivered to Norway, however. fol
as that country has no facilities for converting raw cotton into yarn. The cotton co
was delivered to Italy, where it could be converted into yarn at a Milan factory. of
But before the conversion process could take place, means of payment to Italy
had to be arranged. The ECA agreed to foot Italy's bill to Norway by charging ina
it against Norway's ECA grant. Mixed in with the American cotton was cotton, thl
probably from Egypt, purchased from the United Kingdom for pounds sterling fish
by Norway. I

When the yarn was delivered to Norway, it was woven into sturdy nets in anc
factories now rehabilitated by the purchase of ECA equipment. pilc

When the nets went over the side and were pulled up with a full catch, the be
fish were dried and ready for export. Norway's fish customers include almost 11
every country in Eurone. As a result of the new nets and larger catch, Europe pro
will be eating more fish and Norway's export trade is expected to reach its cheE
prewar $100,000,000 annual level. Pac

agen
the
esse
frien,



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 719

ECONOMIC COOPERATION ADMINISTRATION

OFFICE OF THE ADMINISTRATOR

WASHINGTON, December 21, 1948.-Something new has been added to Iceland's
fishing fleet-a floating fish factory.

Economic Cooperation officials in Iceland have reported the arrival from Port-
land, Oreg., recently of the 6,900-ton vessel, The Hacringur, purchased under
ECA's $2,300,000 loan to Iceland.

This largest, newest, and most tnusual member of Iceland's fishing fleet has
been outfitted with additional equipment in the Reykjavik Harbor anld has already
gone into operation. It will sail from harbor to harbor on the southern coast of
Iceland this winter to receive and process the fish brought in by fishing trawlers.
The processing consists of preparing herring meal and herring oil by cooking the
fresh fish and sending it through grinders. The dried herring meal, rich in pro-
teins, is used for animal fodder in many European countries and is frequently
used as fertilizer. One of the uses of herring oil is in the making of margarine.

By the addition of the floating fish factory to the fleet, it will mo longer be neces-
sary for Icelandic merchants to charter vessels to haul the fish ftroim winter fishing
grounds in the southwest to the herring oil and meal factories on the north coast
of the countries. Formerly the big herring season during the winter was on the
north coast, but in recent years the herring run has shifted to the south, thus
creating the problem of hauling the fish to the northern plants.

The vessel, a former freighter named 11'. J. Con nors, was purchased from the
Overlakes Freight Corp. in Portland for $192,500. The over-all cost of special
equipment obtained from many sources was $433,000.

The arrival of the vessel was acclaimed by Stefan Johann Stefansson, Icelandic
Prime Minister, who extended his thanks to the United States "for its generous
and invaluable aid which undoubtedly be an important factor in securing a more
stable and prosperous economy of the European countries, including Iceland."

The ECA mission in Iceland reports that the delivery and refitting of the float-
ing fish factory was accomplished in record time in view of the fact that the loan
to Iceland was signed on July 22. The loan will be used also to finance the pur-
chase of additional fish-processing equipment and large amounts of fishing net to
replace the nets lost in a large fire in Iceland last winter. The herring processed
aboard the old American freighter, now cast in its new role, is expected to stimu-
late Iceland's productivity and consequently the export of one of her most impor-
tant commodities to other countries of Europe.

STATEMENT OF JOHN D. WILLIAMSON. FORTUNE FISHERIES, INC., SAN FRANCISCO,
CALIF.

Mr. Chairman and members of the committee, my name is John D. Williamson
of Fortune Fisheries, Inc., 539 Washington Street, San Francisco, Calif., engaged
In selling and distributing canned-fishery products. I do not represent any Cali-
fornia organization, but I have been asked to speak for many packers vitally
concerned with this problem. I have had extensive experience in plant operations
of the fishing industry and in sales.

The Pacific coast sardine and mackered fishery is losing its position of dom-
inance as a leading Pacific coast Industry. It represents a pay roll for many
thousands of workers and is the means of support for many more thousands of
fishermen. It represents a capital investment of millions of dollars.

Before World War II, packers exported a large portion of the canned sardine
and mackerel pack. Our foreign buyers accepted the California sardine or
pilchard as a stable part of their diet and a business was developed that could
be considered certain, year by year.

During the war, many new plants were encouraged to start up. A critical
protein shortage existed and canned sardines and mackerel were considered a
cheap source. RFC funds were made available for new plants and in 1943-45 the
pack of sardines and mackerel on the Pacific coast reached its greatest production.

Most of this large pack was bought by the Army and Navy or Government
agencies for troop feeding and for aiding the food supply of our allies. During
the war we were forced to neglect our former foreign customers as the pack was
essentially all for Government use. We now must find favor with our former
friends.
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Our domestic market also was neglected, and for a year following the war most
of our pack was used in replenishing our domestic supply. The pipe lines to the
domestic market were filled by mid-1948, and thereafter we attempted to regain
our foreign customers, but too late. We found in most cases they were willing
and anxious to buy, but they did not have United States dollars. Practically the
only market left open to exporters Is the Philippine Islands and small outlets in
South America.

When we urged our foreign buyers to place orders and start rebuilding the
trade we once enjoyed, we found ECA funds were not available for the purchase
of canned fish. We then encountered another obstacle. Some of our former
customers were building canneries, installing freezers, and packing fish mainly
for export to this country or to other foreign countries and in competition with
us. Many of these plants were financed with American dollars and American
know how. It is imperative that we regain these foreign markets or our industry
will die and bring severe losses to fishermen, packers, workers, banks, and kin-
dred industries. We must get this business back before our foreign competitors
get too strong, as we could never hope to compete with them with their low cost of
fish and miserably low-labor standards. We believe we can regain our markets
but dollars must be made available to our customers.

It is quite true that we are moving some fish products In domestic channels, but
we are experiencing a buyer's market and in niany instances sales, if they are
made, must be made below cost. The Monterey Bay area alone has an inventory
of close to a half-million cases that should sell for at least $1 more per case than
the present market. However, because of the financial weakness of many of the
plants and the insistence of banks to'liquidate their loans, sales are made at low
prices and this, of course, sets a pattern for the whole industry. A reasonable
foreign demand would stimulate the industry and prices would again reach a
profitable level.

We recommend that our Government declare canned fish in surplus and urge
foreign buying through the ECA.

We recommend that ECA funds be made available for the purchase of fish when
such foreign buyers as the industry is able to sell place orders.

STATEMENT OF RAYMOND E. STEELE, GENERAL Co'NSEI., NATIONAL FISHERIES

INSTITUTE, INC.

Mr. Chairman and gentlemen of the committee, my name is Raymond E. Steele.
I am general counsel of the National Fisheries Institute, Inc., with headquarters
offices located here in Washington, D. C., at 724 Ninth Street NW. The National
Fisheries Institute, Inc., is an organization, not for profit, comprised of boat
owners, processors, canners, and distributors in the commercial fisheries of the
United States and its possessions.

At the outset of this statement I should like to make known that most of the
figures I quote are those reported by Mr. Arthur Sandberg of the Fish and Wildlife
Service of the United States Department of Agriculture, in connection with his
assignment alTroad by the Office of Foreign Agricultural Relations of the United
States Department of Agriculture. Mr. Sandberg was sent to Europe last fall to
investigate the foreign market situation for United States fishery products, and
in particular United States canned fish. It is doubtful that the fishing industry V
would have the information supplied by Sandberg had not an amendment to the
Department of Agriculture's appropriation bill, sponsored by Cmgressman George
Bates last year and backed by Congressman Thor Tollefson, along with a few t
others of this committee, been passed by the Eightieth Congress.

It was quite obvious about a year ago when the Economic Cooperation Adminis- d
tration was in its formative stage that the ECA program was not of the type to W
supplant lend-lease or the interim-relief program, which Congress had established
as a stop-gap until a more permanent program was developed. To those who were et
familiar with the wartime fishery program. which was geared to help feed a Oil
starving world, it was apparent that with a stoppage of large Government pur-
chases our exports of fishery products, particularly canned flih, would be sharnly tr.
curtailed. Under lend-lease as much as 90 percent of some species of canned fish du
was taken by the Government under set-aside orders issued by the War Food wi
Administration. Later on, to bolster the relief programs in Europe, large quanti- thl
ties of the less costly species of canned fish were acquired by the Government for pr
role feeding in Europe. In this way badly needed low-priced protein food was In
obtained. evi,

pr
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When E'A was established the export of canned fish dropped to practically
nothing, as has been evidenced by the charts shown at this hearing. While many
in the industry expected a decided decrease in canned fish exports few felt that
their prewar markets were gone. Those who analyzed the ECA program as it
affected the fisheries in the United States enumerated the policy that each canner
probably would have the privilege of communicating with his old broker abroad
or the importer.in Europe and doing business pretty much as before the war. In
most cases, of course, it was understood that ECA dollars would have to be the
medium of exchange, and it was further understood that the participating coun-
tries would have to request that part of their dollars be allocated for the purchase
of canned fish. When the State Department worked up its first figures, in its
so-called brown book, regarding the amount of canned fish which the ECA might
take for the first 8 months of its operations, the dollars represented were set at
about $31,000,000. In view of historical purchases, this figure was not too en-
couraging, but inasmuch as it meant going back to private enterprise, many
canners thought they could toot their own horns and build up the demand in
Europe within a short while. But what actually happened was that the ECA
only took about $S.000,000 worth of canned fish from this country during the first
8 months ECA was in operation. Not only that, but the situation has been growing
progressively worse. Only the week before last the E('A authorized the expendi-
ture of $670,000 for Greece to purchase American canned fish through private
channels. This is a little encouragement on an otherwise dim horizon, if the
purchases are actually made. Complaints have been made by certain United
States canners that ECA has failed to recognize firm orders placed by ECA partici-
pants in this country for canned fish in that no dollars have been authorized to
consummate the purchase. Who actually is responsible for channeling these
dollars requested for canned fish in another direction I do not believe is actually
known, at least in industry circles.

The institute is not out openly to criticize the ECA, nor to blame ECA for the
loss of export markets for canned fish. However, the problem has become so
acute that something will have to be done or the American fishing industry will
find itself in dire financial straits. The American fish canner is content to see
the European fish canner prosper, but you cannot blame him when he frowns
at having to pay the check for the other fellow's prosperity. Not only that, but
for him the ECA is working in reverse. Either through ECA funds or Export-
Import Bank loans, fish canneries anti freezers are being built all over the
world, and the irony of it all is that some of these countries are turning to the
United States to buy their exportable surpluses. This is what I mean by ECA
in reverse.

I cannot tell you to what extent ECA dollars or Export-Import Bank dollars
have been spent to build these facilities, but I am hoping this committee can
find the answer. We do know that, according to releases of FCA. the inrst loan
was made to Iceland for her fishing industry in the amount of 3.2 million dollars.
Whether directly or indirectly, ECA dollars have had a bearing on the freezer
plants built in Norway, Belgium, and other countries, as well as canneries which
have been constructed, is not known. Not that we should be too critical of
these loans, but take a look at the increases in production of fishery products
in some of the leading producer nations. It really makes little difference
whether fish is in frozen form or canned, insofar as saturating the American
market Is concerned. In other words, if the canned fish which formerly was
sent to Europe has to be sold on the home market, it comes into direct competi-
tion with frozen or other types of fish. Already a decline in price for most
species of canned fish has taken place. Some of the prices for California sar-
dines, for example, are being quoted at below production costs. Bank loans
which are being called have partly depressed the domestic market. Some small
canners have been forced to liquidate to raise cash; other plants producing
California sardines have already failed. If this is true, and I believe it is. then
one source of tax revenue with which to run the ECA program has been lost.

There is little doubt in my mind that the fishing industry in many ECA coun-
tries was the first to recover. Fish populations in many fishing areas increased
during the war because of forced Inactivity of many large fleets. In other
words, the fish were in the ocean waiting to be caught. Other than supplying
the vessels and gear, no elaborate plans had to be laid, such as in agricultural
programs, to get into production. ECA concentrated Its efforts in its main office
in Paris to rehabilitate the fishing fleets of ECA countries. This is pretty much"
evidenced by the fact that the only American assigned specifically to fisheries
problems in the Paris ECA office, who sits at a relatively high level, deals almost



722 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

solely with problems that involve supplying boats and gear for Marshall plan
countries. To my knowledge, American fish as food has been almost totally
ignored.

How far ECA should go in its effort to build up fishing fleets, of course, is
pretty much up to Congress. Naturally our people believe that a halt should
be called before it is too late. The fishing industry of the United States does
not get the same measure of protection by our Government that is given the
farming industry. Actually the Fish and Wildlife Service figures disclose that
the Federal Government spends from taxes each year on each farmer $98.88,
while spending $21.07 on each fisherman. From the taxpayer's dollar, our
Federal Government spends $5.73 for each ton of farm products while spending
only 90 cents for each ton of sea food. Of course, a great part of the funds spent
on the farmer are support prices for the things he produces and it is this matter
that I would like to point up. The farmer can run the risk of producing a
bumper crop because the Government will bail hihm out if the market cracks
up when he is ready to market it. This is not true in the fish and shellfish In-
dustry. When the market starts hitting the skids, there iU often nothing to
stop It.

More than ever, then, Congress should be fully apprised of market conditions
for fishery products and, in the case of ECA, I believe an attempt should be made
to see that fishery products, when in surplus, should be used in relief programs
wherever possible in order to save the American industry. We know that
Europeans are rising fish extensively because it is about the least costly protein
food that can be produced. Our American canned-fish products of the more
common species, such as California sqrdines and mackerel. can he purchased at
prices that are very low. Rather than have the United States industry fail alto-
gether, it might be well to offer a cut price for the fish that move in export
channels such as is provided for some farm products.

So as not to give your committee a false impression about the seriousness of the
problems the domestic industry faces, let us look at what is happening in some
of the larger fish-producing countries of the world.

The United Kingdom was the principal export market for our canned fish.
Tn 1934-3S. our exports averaged 5O.0000)0 pound, annually to the United
Kingdom. In 1.949. they may not exceed 50,000 pounds. The United Kingdom is
buying pilchards, known here as California sardines, from South Africa. This
latter country has only been in the pilchard canning business about 4 years.
Already pilchard production has passed her principal fishery products" namely,
crayfish and stockfish. The South African fish catch In 1934 totaled 45,000,000
pounds compared with 200,000,000 pounds in 1947; the biggest increase involves
pilchards. Then canning plants for production of pilchards have been built t
in the last 4 years and, according to a Canadian report. six new companies are t
starting up at ('apetown. Canned fish packs have increased there from 3.8 million
pounds in 1941-42 to 11.5 million pounds in 1945-46. Canned pilchard production d
alone In the 1946-47 season is reported to be 7.6 million pounds. Exports of this 0
species along with canned snook and mackerel totaled 5.5 million pounds. It is
very evident that American canned fish, chiefly salmon and pilchards. which
formerly went to England, is being replaced by this South African production. G,

French Morocco has reported potentialities for packing 1 million eases or about
5.5 million pounds of sardines annually. At present. she has 55 sardine canneries.
In Safi, 4 new plants are being constructed and at Azadir 18 new plants are being
built or planned to be built. One is also to be built at Magador. Not only will
the added production from Morocco absorb part of our potential European mar- to
ket, but it is a threat to the American industry's domestic market. Like every
other country. Morocco is seeking American dollars. The existing riffs are no
longer barriers that will preclude this type commodity from flooding the Ameri- Th,
i-an market. The Maine sardine industry, of course, is going to suffer equally with
the California sardine Industry.

While the balance of trade is most commodities exported from the United
States in 1948 stood at about $13,000,000,000 against Imports of around 7.000.000,- r
000. the reverse is true for fishery products. For exnmnle. during 1948. the import Con
excess will likely total 388,000.000 pounds of $80,000.000. Durlnz the postwar Oil
years of 1945-47, United States imports of fishery products exceeded exports by Was
about $43.000.000. In other words, we slipped about $37.000.000 this past year, and ho
since the slipping was fastest during the last part of 194,1, it is -proof that our call
troubles are continuing to get worse. line,

grea
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It might. be well, I believe, to tell you about some of our other competitors in

the world market so you can determine where the squeeze is coming from. Hol-
land, another ECA country, has increased canned fish production from an average
of 56,000 pounds during the years 1936-39 to about 14,000,00N) pounds last year.
Her exports in the 1947-48 season of canned fish totalled 12,300,000 pounds.

Canned fish exports in Norway totalled 76,000,000 pounds in 1947 as compared to
39,000,000 in 1938. I learned from a Canadian report where Norway is contem-
plating the building of 48 freezers with ECA funds. She expects to export larger
quantities of fish with these new facilities and looks to the United States to import
large quantities of frozen fish. This can only have one result. The market
for canned fish will suffer along with the market for frozen fish. On the one
hand, you have an influx of imports and on the other a backing up of canned fish
that ordinarily would move in export channels.

It is quite noticeable that the increase in production of canned fish in Denmark
has increased substantially and that exports in 1947. totalling 3,300,000 pounds
were three times those of 1938. Sweden has also had a phenomenal increase in
her canned fish exports. In 193N. they amounted to 2.200,000 pounds, and in 1947
amounted to 5,600,000 pounds. Even though production in France is hindered
by shortages of tinplate. she expected to have available for export about 7.0(V0.00
pounds in 1948. All these countries expect to get our American dollars through
direct sales to importers in this country.

American canned fish products such as California pilchards are superior in
quality to pilchards canned by South Africa or the Netherlands, but as time
goes on, these countries are expected to improve the quality of their packs.
There is no method in the American canning of fish that is unknown to our
foreign competitors. Actually some of our foreign competitors have new and
modern plants that are superior to our own in many respects. Our Government
has invited many foreign agents into our plants to learn our methods and the
result is that we have developed keen competition.

Two unknowns that are potent in the production field face the American fish
canner on top of what I have already set forth. Japan, No. 1 fishing nation in
the world before the war, has already regained that position. She is also
out to regain her world export markets and is cutting in on us already. She
not only produces tuna and crabineat, but pilehards and other species of canned
fish. Under General MacArthur, she Is giving every encouragement to recapture
what she has lost. The second unknown is Russia. We have no figures on
her production, but through what she has already had and added fshing grounds
which she took over from Japan, she is a factor in canned salmon. Britain
has given the Soviet Union a contract for about :160,000 cases of canned salmon
to be delivered in 1949. It can almost be assumed as a final analysis that unless
this government t does something more than it has in the past, she will forfeit
her No. 2 world position in the fisheries to the Soviet Union, which country is
doubtless promoting her fishery. And it can further be assumed that America's
oldest industry, which is also a billion dollar one, will be lost forever.

Mr. Chairman. I would like to insert in the record a letter from Mr.
George T. Harrison, president of Tilghman Packing Co., Tilghman,
Md., to the President of the United States on the date of May 20, 1947.
And the copy of a similiar letter to Mr. Howard Bruce, Deputy Ad-
ministrator, Economic Cooperation Administration, as a supplement
to my statement.

THE TiLOHMAIN PACKING CO.,
Tilghman. Md., May 20, 2 9.7.

The PRESIDENT,
The White Housc,

Washington, D. C.
MY DEAR AIR. PRESIDENT: The writer was a member of the War Foods Advisory

Committee (fish canning section) during the war. There were 11 men appointed
on that Committee from industry in the country. At the first meeting held In
Washington, the Government Chairman talked to the Committee for over an
hour as to ways and means of getting our industry geared to produce more
canned seafood, and we were repeatedly urged to do the necessary along this
line, saying that food was the first line of deefnse and would be one of the
greatest factors in winning the war as well as the peace.
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The writer took it seriously and the personnel of our company realized that
there was actually only one way that we could step up production with less
labor and that would be through building labor-saving machinery. We could
see that this would be very expensive, but we planned and promptly built our
own machinery shop and mechanized our plant to a point where we produced
over six times as much canned seafoods and vegetables as we had done at any
time prior to the war. All of this was accomplished with less labor than we
had formerly used. We built one shad filleting machine manned by six operators
that cut as many fillets as 300 people could have done by hand in the same time.
We built a cutting table with belts. conveyors, etc., which eliminated the use
of 20 people who were placed in another part of the plant to cut smaller fish,
which procedure allowed us to step up production 2,000,000 pounds in 2 months
by thus using these 20 people.

At the last meeting of the War Foods Advisory Committee, the Government
chairman told us men from industry that if we had anything on our chests to get
it off. I then stated how our company had taken that job seriously and increased
production through modern machinery, and that in the last 18 months there
had been one Sicilian, one Brazilian, two Frenchmen, two Chinese, and one
Englishman sent to our plant by one of the branches of our Government with a I
letter requesting us to show them through our plant for the purpose of acquaint-
ing them with our modern machinery. Naturally we were hesitant. However.
Mr. President, any request that we got from our (overnment we honor, and so
we showed them through. These men not only examined very carefully our
plants, machinery, and entire equipment, but we have learned that they inspected
also the salmon and pilchard plants on the west coast and plants in Boston 3
and Gloucester, as well. I stated that I was certain that after I had finished
my statement, I was going to be told by some representative of the Government
that this was a part of the good-neighbor policy, but I wanted to go on record 4(
as having stated that in my humble opinion it was a part and parcel of the
good-sucker policy. The only thing that could come from this policy was a
lowering of our own standard of living either directly, or indirectly, by raising
the other countries' standa4l of living. Even though all of these countries have thr
cheaper wage scales than we have, they are haitdling their fish products by hand th
or with very primitive machinery. So we can, with our modern machinery. (I
compete with them in our own markets. However. now that they have knowledge tio
of our machinery and plants, plus cheap labor. when they begin exporting to this
country, the packers here, who have spent substantial sums of money equipping 10
their plants, will have great difficulty in meeting the price of the foreign product, e
many plants will c!,se and many people will be thrown out of work. is L

We are perfect y willing to pay the present taxes, though they be various F
and sundry, and if necessary we might lind ways and means of paying additional sup
taxes, and most assuredly will do so if imperative and in order to feed anyone are
throughout any part of the world needing food, regardless of race, color, or creed: fro
but we do feel, Mr. President, that canned foods and seafoods which are produced O
in this country (and there are large surpluses on the market and in warehouses)
should be sent to these people rather than give them money with which to buy
their own food, for instance, there is on hand at the present time considerably
more than 2,000,000 cans of herring that are surplus in several Maryland
canners' warehouses. These cans contain 1 pound and analysis show they tion
contain 741.2 calories each, or one-half of the minimum daily diet of a Greek of th
or German at the present daily ration. We know there is more nutritive and land.
caloric value in canned fish products than there is in some canned foods and has,
cereals and other products which are now being sent from this country to starving read-
Europe. At the present time they can be bought at about 15 cents a pound, coast
which is much cheaper than many items now being sent overseas for relief food traw
supplies. We hope that you will start a proper investigation as to why there Wi
is not now some means of marketing through governmental channels the surplus
supply of canned foods now held in warehouses throughout the East. If this is
not accomplished, the canners and processors will be forced to close. This cer-
tainly will embarrass the farmers financially and it will bankrupt the watermen.
We personally know of several thousand emiployees who have already lost their
jobs in Maryland due to food plants closing and we also have checked and found
that many of these people have gone on relief.

We hope that you will understand, Mr. President. that this letter is meant to
be constructive only. We fully realize that it Is a huge Job to run the Govern-
ment, and it is our desire not to hinder but to help in any way possible. The
matter of which I write is important and Imperative.
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Thanking you for your consideration and assuring you of our fullest cooper-
ation, always, we are

Faithfully yours,
THE TILGHMAN PACKING Co.,

Gmo. J. HARRISON, Presidcnt.

THE TILGHMAN PACKING CO.,
Tilghrwn, Md., January 7, 1949.

Mr. HOWARD BRUCE,
Deputy Admini.trator,

Economy ic Cooperi tion - Idi in i.tratioti,
Waxhington, D. C.

DEAR MR. BRUCE: Confirming our telephone conversation of today, we appre-
ciate the opportunity of presenting the following facts to you.

We are very much disturbed over what is going to happen to the fishing
industry of this country. In 1942 the Agriculture Department bought 332.S41,000
pounds of canned fish products and exports for UNRRA, lend-lease and overseas
army. The first 6 months of 1948 they only bought for export 4,331,000 pounds.

The Marshall plan (ECA) has given to Greece and Italy a total of $7,259,000
of the United States taxpayer's money with which to buy fish. Instead of buy-
ing the fish from the United States to keep our canneries operating, they have
bought fish with this amount from Canada and Newfoundland approximating
38,800,000 pounds. The only amount of fish purchased from the United States
with this money received from ECA was $8,800 worth.

Imports of fish from foreign countries to the United States in 1947 was
407,276,000 pounds. For the lirst 9 months of 1948 our imports of fish were
348,547,000 pounds of cod and herring.

We feel it is time our Government recognizes the fact that they should pur-
chase more fish products through the money allocated by ECA and through
the Quartermaster Corps from United States canneries and processors so that
this industry can survive. Today the majority of employees in the various fish
canning establishments are unemployed and drawing unemployment compensa-
tion.

It is certainly a deplorable condition for the United States to use their tax
money to aid these needy countries and still have this uncalled for unemploy-
ment within its own borders for which we must pay compensation. The picture
is anything but pleasant when it can be so easily remedied.

England, according to the National Geographic magazine's January issue, is
supplying this year to the Germans 540,000,000 pounds of fish. You can see they
are not taking their money and sending it to the United States to buy fish
from the packers over here to feed foreign countries.

On January 3, 1949, the Baltimore Sun carried the following item:

"FLOATING FISH FACTORY LAUNCHED BY ICELAND

"WASHINGTON.-A floating fish factory Economic Cooperation Administra-
tion officials in Iceland have reported the arrival from Portland, Oreg., recently
of the 8,900-ton vessel Haeritigur, purchased under ECA's $2,300,000 loan to Ice-
land. This largest, newest and most unusual member of Iceland's fishing fleet
has been outfitted with additional equipment in Reykijavik Harbor and has al-
ready gone into operation. It will sail from harbor to harbor on the southern
coast of Iceland this winter to receive and process the fish brought in by fishing
trawlers."

With kindest regards, we are
Your friends,

THE TTI.HMAN PACKING Co.,
GEORGE T. HARRISON, President.
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COLUMBIA RIVER SALMON AND TUNA PACKERS ASSOCIATION,

Astoria, Oreg., February 7, 1949.
Hon. WALTER F. GEORGE,

Chairman, Snatc Comm ittec on Finance,
Senate Offlce Building, Washington, D. C.

DEAR SIR: The Columbia River Salmon and Tuna Packers Association and the
industry at large on the Pacific coast have viewed with alarm the increasing
importations of certain fish and fish products from foreign countries.

During the recent war years, we built plants, boats, and installed equipment
for a large production of fishery products. These found excellent acceptance in
our domestic market because of their fine quality and workmanship. Producers,
distributors, fishermen, shore workers, processors, canners, and suppliers have
sent their time, money, and energy to the development of this fishing industry
which is now being threatened by the ever-increasing unrestricted importations
of fishery products from foreign countries.

With particular reference to fillets, fresh and frozen, the imports of these have
more than doubled the previous year during 1948, reaching the astounding total
of over 52,000,000 pounds. With the expanding construction of pints, fishing
vessels, and other facilities in foreign countries, the importations could be ever
increasing. With their lower cost of labor and operations, it is no wonder that
we foresee the ruin of our domestic market unless the quotas are restricted.

It is not the principle of the Trade Agreements Act that we oppose. We realize
the obligation of our Government to certain foreign countries, but the American
fishing industry cannot survive the importation of an unlimited quantity of
foreign products to our limited domestic market without wrecking the economy
of our own fishing industry-affecting the lives and fortunes of our people making
up this great industry.

To alleviate this very adverse condition, we earnestly recommend your giving
serious consideration toward establishing a limit upon the importation of both
frozen and canned fishery products, and, at the same time, make some provision
for the purchasing of American canned fish, includin, salmon and tuna, by the
Economic Cooperation Administration.

Respectfully,
COLUMBIA RIVER SALMON AND TUNA PACKERS ASSOCIATION,

By HENRY GOODRICH, of the Executive Committee.

OFFICE OF FOREIGN AGRICULTURAL RELATIONS

FOREWORD

The abrupt drop in 1948 in exports of United States fishery products was cause
for concern to an industry which looks to the foreign markets for an outlet for a
significant part of its production, particularly of the canned pack. This concern
led to a request for a study by the Office of Foreign Agricultural Relations of the
fishery production and trade in western Europe to provide pertinent facts which
would aid members of the United States fishery industry in the formulation of
their production and marketing programs.

This circular summarizes the personal observations of Mr. Arthur M. Sand-
berg, marketing specialist of the Fish and Wildlife Service, Department of the
Interior, who conducted the study for this Office. In the course of the foreign
survey, which was conducted during the period mid-August through mid-October
1948, Mr. Sandberg visited the United Kingdom, France, Eire, the Netherlands,
Belgium, western Germany, Austria, Switzerland, Italy, and Greece. To broaden
the picture with respect to competition in western Europe, information available a:
in the Washington offices was utilized in the preparation of the statements relat-
ing to the fishery situation in Norway, Denmark, Sweden, Iceland, Spain, Por-
tugal, French Morocco, the Union of South Africa, Russia, Japan, Canada, and
Newfoundland. fo

This study was conducted under the provisions of the Research and Marketing
Act of 1946, as amended. The possibilities for broadening the foreign market pr
for other agricultural commodities also are being studied, and the findings are fie
presented in circulars which can be obtained, free, from the Office of Foreign Op
Agricultural Relations, Washington 25, D. C.

JOSEPH A. BECKER,
Chief, International Commodities Branch.
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THE MARKET FOR UNITED STATES FISHERY PRODUCTS IN NVESI .IN EuROPE

By Arthur M. Sandberg, Marketin.- Specialist

The fishery industry of the United States once had , good market for its
products in Europe. But postwar problems, principally those of international
exchange and to a lesser extent those of the growing trend toward self-sufficiency,
have slowed that trade to a virtual standstill. Furthermore, there is little indi-
cation that such problems will be solved in the immediate future.

For years Europe provided an outlet for one-half or more of the edible fishery
products exported from the United States. During the 5 years, 1934 to 1938,
domestic exports to Europe averaged 62,000,000 pounds, 52 percent of the total
exports of 118,000,000 pounds. In the war period (1940-44) shipments to Europe,
mostly lend-lease to the United Kingdom, averaged around 116,000,000 pounds,
and in the 3 years, 1945-47, they averaged 101,000,000 pounds (table 1, p. 18).

Out of a total of 212,000,000 pounds of edible fishery products exported by the
United States in 1947, about 116,000,000 pounds were shipped to Europe. During
the first 9 months of 1948, total United States exports of these products amounted
to 72,000,000 pounds as compared with 159,000,000 pounds in the similar period
of 1947, and 170,000,000 pounds in that part of 1946. Of the 72,000,000 pounds
exported in the January-September period in 1948, only 14,000,000 pounds were
exported to Europe. The total exports for the year 194S may not exceed
85,000,000 pounds, considerably less than prewar, and probably only about one-
fifth of this total will be destined for European markets.

Over the past 15 years, United States exports have been mostly canned fishery
products, largely salmon and sardines. Domestic canned fi4i production has
remained fairly constant over this peiod. In 1934-38 the canned pack averaged
about 67,000,000 pounds, annually. The pack in 1946 totaled 699,000,000 pounds,
and in 1947 reached 754,000,000 pounds.

The United States also has been an important buyer of foreign fishery prod-
ucts. During the three postwar years, 1945-47, United States imports of edible
fishery products exceeded domestic exports by an average of 244.000,000 pounds
or $43,000,000 anually. With a reduction of more than 50 percent in the quan-
tities exported during the first 9 months of 1948, as compared with the pre-
ceding years, and an increase of 28 percent in the imports, the 1948 import
excess totaled 277,000,000 pounds or $34,000,000 at the end of September. A
further increase in this excess of imports over exports is expected to be regis-
tered in the last 3 months of 1948. This compares with a prewar annual excess
(1934-38 average) of 213,000,000 pounds or $16,000,000.

Most European countries are racing to build up their fishery production, both
for domestic needs and for export. Fishery production in major producing
countries of Europe (except U. S. S. R.) was above the prewar level In 1947,
when approximately 11.2 billion pounds were landed (table 2, p. 19). Belgium,
Denmark, Eire, and Iceland had doubled their prewar production and other
countries generally were at or above prewar production levels. In Germany
and Italy, production was still below prewar, but sought-for goals can be
expected to be reached in the near future.

Between 1934 and 1939, the catch reported by the specified countries increased
from 7.8 billion pounds to 10.1 billion, then dropped to low levels during the
war. Many of the fleets were beginning to approach prewar size In 1946,
and production reached 9.5 billion pounds. Additions to the fishing fleets were
made during 1948, and production for that year in the countries listed (table 2)
is expected to total about 12.3 billion pounds, an increase of 34 percent over the
1934-38 average.

Although there are some counterinfluences, such as the effects of overfishing
and shortages of materials and equipment, the developments in production are
proceeding to the point where there is some concern whether European fisheries
can continue to expand their activities and obtain satisfactory markets for their
production. This brings up the question of what is likely to happen when other
food products which have been scarce return to the markets in greater quantities,
and what may happen to the fish situation should distribution not keep pace with
production. Already, increased supplies of fresh fish In many of the food-de-
ficient areas have lessened the need for imports. Countries which have devel-
oped their output to provide food for deficit areas are finding it increasingly dif-
ficult to market at capacity. Some countries are already expanding their fish
exports to the United States and others are planning to enter this market.
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Fish-canning facilities are being increased in Europe and Africa. Production,
however, is not yet at full potential of existing facilities because of shortages
of supplies, particularly of tin plate and oil. For example, the canned-fish packs
in France, French Morocco, and Spain would be much higher if tin plate and
oil were available in adequate supply; and the Norwegian pack in 1948 was
reported limited by labor shortage.

During the war, shipments of United States fishery products to Europe were
largely made under lend-lease agreements and, since the war, principally under
aiu programs or with borrowed dollars. The use of available dollars under the
European recovery program is being concentrated upon the reconstruction of the
economy of the participating countries so that they can produce, export, and
have the exchange with which to pay for needed imports. The situation is com-
plicated, however, by the fact that these countries do not have enough dollars
to purchase all the things they want and need. Consequently, dollar resources are
conserved and their use is restricted to so-called essentials commodities, as the
term is now used. Officials of European governments who control the disburse-
ment of dollars are inclined to put United States fishery products in the dis-
pensable class. This has caused an almost abrupt stoppage in our exports of
fishery products to Europe.

Exchange problems are hampering the movement of fish not only from America
to Europe but also within Europe. European nations realize the importance
of fishery products in their diet, and fish are moving in increased volume in the
trade of these countries. However, until the basic issue of foreign exchange is
resolved, supplies will come from countries which can arrange acceptable ex-
change. Trade between European couptries is being accomplished in many cases
through commodity or compensation agreements. This method of trading, which
is in effect barter, has become prevalent in Europe in view of unreal values of
various currencies from the viewpoint of international trade. Such arrange-
ments have an important influence on the direction and flow of trade. Under
these agreements., representatives of two trading countries get together and
compile lists of exports which each can provide the other. Generally, the total
values of the shipments are made approximately equal. The funds derived from
imports are used to pay for exports. the money transaction being handled almost
entirely in the currency of the individual countries, and little or no use of foreign
exchange is involved.

Countries participating in the European recovery program long have been de-
pendent on a large volume of imports from dollar areas. Normally, these were
paid for by exports of commodities or services, or by income from investments
abroad. The war reduced or eliminated these sources of foreign exchange, in-
creasod the need for imports into Europe, and a shortage of dollar exchange '

developed. I,
Austerity programs are in effect in many countries and consumers are doing f

without many long-desired consumer goods to further a big recovery effort. P
The basic aim of the European recovery program has been to expand production,
eliminate abnormal demands from the outside world, and produce increased di
exports to pay for needed imports. A recent program outlined by OEEC, in P
effect, would seek to obtain new sources of supply in those parts of the world di
outside the dollar area, keep increasing exports to dollar countries, and make be
further cuts in imports from dollar areas. This may stimulate production in sh
countries that have no historical record of export dependency and curtail pro-
duction in countries which have established their industries on an export market. re

Labeling requirements, which have been on the books but which were not en- ar
forced during the emergency, are being dusted off in many countries. Import ab
duties in particular are being studied in some countries where it is believed that qu
domestic production is being affected by outside competition. we

Given ordinary conditions, there would exist a reasonable chance for the re- Ca
sumption of normal marketing of United States fishery products, particularly
canned fish in Europe. The quality of established American packs is well known En
and accepted and prices are generally comparable to those prevailing for similar ber
products in most European markets. can

Under prevailing conditions, however, there appears to be little prospect for bro
any immediate resumption of our fish exports to Western Europe on a scale con- Afr
parable to prewar volume. The economic conditions prevailing in many European T
countries have resulted in close national control of production, foreign trade, tion
exchange and distribution. Programing by European governments of Import re- was
quirements and export surpluses and the anticipated trade deficits for the next fre[
several years indicates that there may be little possibility of free play of regular C

and
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market forces for some time. As long as such government controls are in effect,
they will be the most important factor affecting our foreign markets. It seems
improbable that the rather free movement of goods in international trade envis-
aged in arrangements such as reciprocal trade agreements can be fully achieved
under such conditions.

Competition, even now, is keen in Europe and can be expected to become more
so should the market become freer. American producers, therefore, should see
that certain minimum requirements are met by products to be exported. Im-
provement in many products, particularly those packed to till certain emergency
needs, is desirable if markets for these are to be developed. Consideration also
should be given to the preparation of packs to satisfy specific demands and prefer-
ences. Furthermore, it seems imperative that the fishing industry keep informed
on the changing situation and be on the alert for any and all trade opportunities.
Closer contacts with trade developments abroad should be maintained in order to
keep abreast of developments lest markets be lost to more aggressive competition.

A further insight into conditions affecting markets for United States fishery
products may be obtained from an appraisal of developments in the various coun-
tries competing for the European market as well as the situation in the importing
countries. The sections which follow are devoted to a review of the situation
in certain important countries.

THE FISHERY SUPPLY SITUATION IN CERTAIN IMPORTING COUNTRIES OF

WESTERN EUROPE

United Kingdom
The United Kingdom has been the principal European outlet for canned fish

from the United States. In the 1934-38 period the United States exports of
edible fishery products to that country averaged 50,000,000 pounds annually
(table 1). of which 36,0W)0,000 pound were canned salmon. During the war ex-
ports to the United Kingdom increased to 192,000,000 pounds in 1943, dropped
to 16,000,000 pounds in 1944, after which they increased. The exports of United
States fishery products to that country continued to increase after the war,
reaching 90,000,000 pounds in 1947. For the first 9 months of 1948, however,
only 30,000 pounds had been exported to the United Kingdom, and there appears
little prospect for any general improvement in the immediate future as the out-
look for dollar exchange offers no encouragement.

During the war most of the Lnited States fishery products supplied to the
United Kingdom moved under lend-lease arrangement. Since the end of the
war, payment for United States fish by the United Kingdom has been made
largely with borrowed dollars. Under the current year's European Recovery
Program the expenditures of dollars for any but "essential" commodities is not
probable.

A strong demand for United States fishery products exists in the United King-
dom. Wartime use has done much to acquaint new customers with the products,
particularly canned pilchards, salmon, shrimp, and mackerel. More recent intro-
ductions, such as canned whiting and rockfish, into the English markets have not
been so well received, and some stocks still remain on grocer's shelves. Canned
shrimp and oysters have not moved well because of their relatively high price.

British stocks of canned salmon were very low by the end of 1948 and needed
replenishment to prevent their being exhausted. The quantity of canned salmon
available in 1947 was 22 percent less than in 1946, or about half the quantity avail-
able in 1938. Imports for the first 7 months of 1948 were only 14 percent of the
quantity imported for the similar period of the preceding year. In 1947 there
were 48 million pounds obtained from the United States, 23 million pounds from
Canada, and 2.8 million pounds from Russia.

Canned snoek, packed in the Union of South Africa, has been introduced on the
English market and is being marketed in increasing quantities. In early Septem-
ber 1948 the Ministry of Food reported that 1.5 million of the one-half pound tins
came into the United Kingdom, and It is expected that 10 million tins will be
brought in during the next 3 years. In addition, considerable quantities of South
African pilchards are available.

The total catch of fish in the United Kingdom is now above prewar, and addi-
tional newer and larger vessels are supplementing the fleet. Production in 1947
was reported at 2.2 billion pounds, slightly above the prewar rate. Imports of
fresh and frozen fish In 1948 are expected to be 3 times the prewar figure.

Canned-fish production in the United Kingdom totaled 13,000,000 pounds in 1946
and is expected to reach 22,000,000 pounds in 1948.

86697-49-pt. 1-47
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There seems little probability of resumption of normal marketing of United
States fishery products in the United Kingdom in the near future. In view of
the increase in production and imports of fresh and frozen fish, and in imports
of canned fish from colonies and soft-currency countries, continued developments
in production of fishery products in the soft-currency areas will result in stronger
competition with United States products even if the British exchange situation
improves materially. As a result of the apparent good demand for United States
products, it is improbable that this market will be lost entirely, although con-
siderable inroads may be made by foreign products which are now finding
market in the United Kingdom. British importers have worked diligently, but
with little success, in an effort to obtain authorization to resume the importa-
tion of United States fishery products.

Prance
In the prewar period, 1934-38, the United States exported an average of 3.1

million pounds of fishery products to France. Since 1939, such exports from
the United Sates to France have been minor except for 1.1 million pounds pro-
vided under lend-lease in 1944, and 320,000 pounds in 1945. Prior to the war,
France also obtained large quantities of canned fish from Portugal, Morocco,
and Japan. In 1939, France imported 7,000,000 pounds of canned salmon from
Japan. At present, France is obtaining canned fish principally from Portugal
and Morocco.

A demand exists in France for substantial quantities of canned fish from the
United States, but limited dollar resources restrict the purchase of such products.

General preference in France and throughout western Europe is for fish
packed in olive oil. While first preference is for olive oil, the packs in peanut
oil are preferred over those containing cottonseed and soybean oil.

Fresh fish production in France has now reached prewar levels. Landings
totaled 627,000,000 pounds in 1946, and 748,000,000 pounds in 1947. It is ex-
pected that about 717,000,000 pounds will be caught in 1948. About 7,000,000
pounds of canned products are expected to be available for export in 1948, even
though canned fish production is hindered by shortages of tin plate and oil.

Imports are under the control of the French Government. The association
of importers works with the government in the determination of what is to be
imported. The government allocates funds and authorizes importers to buy ap-
proved products.

Bire
Imports of canned fish into Eire (Ireland) totaled about 4.2 million pounds

in 1947 and a little less than 1 million pounds during the first 7 months of 1948.
The United States supplied about 1.5 million pounds in 1947 and about 365,000
pounds in the 1948 period. Other sources of canned fish were Canada, Portugal,
Norway, the Netherlands, the United Kingdom, the Union of South Africa, and
Newfoundland. In prewar, the United States exported about 319,000 pounds,
annually, to Eire. In 1938, Eiire imported 2.2 million pounds of canned fish,
largely from the United Kingdom, the United States, the Soviet Union, Japan, and
the Netherlands, with small quantities from Canada and Portugal.

There is fairly strong demand in Eire for red or pink salmon and lesser demand
for pilchards and shrimp. While shrimp is ordinarily a good seller, it is con-
sidered too high in price for marketing In considerable quantity.

The Irish fresh-fish industry is small and distribution is limited mainly to
coastal areas. Irish fish production Is now at twice the prewar rate with 45,-
000,000 pounds caught in 1946, 40,000,000 pounds in 1947, and the indications
are that 1948 landings will surpass the 1946 catch. The increase in fishing
activity has been due to the increased demand in Great Britain. It is believed
that the industry will suffer when operations of the British fishing industry are
fully under way again, unless some home market expansion takes place.

Although Eire is surrounded by the sea, the fishing tradition is not as strong
as in other martime countries. The country people, although maintaining strict
observance of religious fasts, do not often taste fish except in cured form.

Prices prevailing for canned fish in Irish markets are fairly high. therefore,
price would appear to be no particular obstacle to the sale of United States
products. However, due to the shortage of dollars, imports are coming from
soft-currency areas.



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 731

The Netherland8
The United States exported an average of 2,300,000 pounds of fishery products

to the Netherlands during the five prewar years, 1934-38; about 9:19,000 pounds
under lend-lease in 1945; 865,000 pounds in 1946, and about 567,000 pounds in
1947. During the first 9 months of 1948 a total of 616,000 pounds of United States
fishery products, largely sardines, were exported to the Netherlands.

Prewar, Japan was an important source of imports of fishery products, supply-
ing some 4,500,00() pounds of salmon and 1,300,(K) pounds of pilchards in 1938.
Some recent offers were reported received from Japan, but trade could not be
made because of the required payment in dollars. The Netherlands has com-
modity trade agreements in effect with the Soviet Union, Italy, Poland, Hungary,
Yugoslavia, Austria, Belgium, and the United Kingdom, providing for the ex-
portation of fish in exchange for other products; and with Denmerk, Norway,
France, Iceland, and Sweden for the importation of fish.

The distribution of United States fishery products under various aid programs
and the disposal of surplus army stocks has done much to introduce our products.
The limited quantities of canned mackeral made available found ready accept-
ance. Their is strong consumer demand for canned salmon and pilchards, but
the use of dollars for these items is now restricted. Attempts have been made by
the trade, with little result, to import canned salmon through countries with
available dollar exchange or to obtain imports for 1950 payment.

The Dutch are building up their export trade in fishery products to obtain ex-
change. During the war, the fish-preserving industry expanded because com-
petition from foreign sources was restricted and the domestic demand was high.
The production of canned fish has increased from an average of 56,000 pounds in
the three prewar years (1936-38) to 14,000,000 pounds for the year ending June 30,
1948. A further increase to 15,700,000 pounds for the year ending June 30, 1949,
is forecast. This pack is for export, and only that which is rejected for export
is sold on the domestic market. In 1945, an inspection commission was estab-
lished to prevent the exportation of poor quality preserved fish. In the 1947-48
season, exports of canned products totaled 12,300,000 pounds as compared with
an average of 49,000 pounds, prewar (1936-38).

Although the Netherlands fishing fleet suffered considerable damage during
the war, much of it has been restored. Landings of fresh fish are above prewar
levels and totaled 515,000,000 pounds in 1947. A further increase to 594,000,000
pounds is forecast for 1948.

Belgium
In contrast with most European countries, Belgium is using dollar exchange

to import fishery products from the United States. In 1947, Belgium imported
181,000,000 pounds of fishery products from all sources as compared with 155,000,-
000 pounds in 1938. Of the 1947 total, some 69,000,000 pounds were canned fish;
45,000,000 pounds, mussels; 28,500,000 pounds, fresh fish; and 20,000,000 pounds,
salted herring. Of.the 69,000,000 pounds of canned fish imported in 1947, Portugal
supplied 39,000,000 pounds; the United States, 17,600,000 pounds; Canada,
4,600,000 pounds; Norway, 3,5000,000; France, 1,300,000; and Japan, about
290,000 pounds. Before the war, the bulk of imports came from Japan and Portu-
gal. During the first 6 months of 1948, Belgium imported about 8,300,000 pounds,
of which nearly 4,800,000 came from Portugal; 1,900,000 from Canada; 1,200,000
from the United States; and small quantities from each of the other 1947 sources.

Canned salmon and pilchards have sold well in Belgium. In 1945, the Belgian
Government obtained United States canned fish from Army surplus, and this
stock did much to acquaint consumers with United States products which they
had not previously tried. The canned mackerel and sea herring, for instance,
were well received. Packs of canned plIchards from Japan and Holland were
seen in Belgian markets in 1948.

Exports of fishery products from the United States to Belgium and Luxemburg
averaged about 3.1 million pounds annually, for the 5 years, 1934-38. Lesser
quantities were exported to Belgium in 1939 and 1940 and none during the 4 years,
1941-44. Small quantities of canned salmon and pllchards were provided under
lend-lease In 1945. In 1147, almost 10 million pounds were exported to Belgium.

The Belgian fish-canning industry is small and its production is limited to
three canneries located at Ostend.

Landings of fishery products in Belgium shortly after the war were reported
very good. With increased fishing activity in the North Sea by all countries,
however, the catch per unit of effort is now indicated to be declining. During



732 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

tile years just before the war, the Belgian fish catch averaged about 82.9 million
pounds annually. In 1946, the catch totaled 156.8 million pounds, and in 1947,
reached 168 million. Indications during the first part of the year were that
landings would be down somewhat in 1948.

Various regulations have been proposed, and in some cases put Into effect,
which have tended to restrict trade in canner fish, but these are either tempo-
rarily suspended or not enforced at this time.

Germany
Before the war, Germany was the third largest producer of fish in Europe

and, next to England, the largest importer of fresh fish. With the fishing fleet
reduced about 50 percent by the war, the domestic catch has been far below the
prewar average. In order to rebuild this valuable source of food, occupation
authorities are working closely with the Germans in an effort to increase the
domestic catch. To accomplish this, permission has been granted to build 100
new trawlers. According to reports, 34 ships were in various stages of con-
struction in September 1948, but the building program has been slowed by the
shortage of materials.

The domestic catch of fish in Germany averaged 1,000,000,000 pounds for the
5 years, 1934-38; and imports averaged 508,000,000 pounds. Average land-
ings at bizone ports for the 2 postwar years, 1946 and 1.947, were 540,000,000
pounds, and imports in those 2 years averaged 323,000,000 pounds. The 1948
catch is forecast at 652,000,000 pounds and imports are expected to total 612,-
000,000 pounds.

Of the 612,000,000 pounds which aie expected to be imported into the bizone
in 1948, it is estimated that about 139,000,000 will come from the United King-
dom; 25,000,000 from Newfoundland; 273,000,000 from Norway; 18,000,000 from
Sweden, and 157,000,000 pounds from Iceland. These imports are expected to
be entirely fresh, frozen, salted, or pickled fish. Herring is the principal item
imported. During the 5-year period, 193-4-38, exports of fishery products from
the United States to Germany averaged about 927,000 pounds, and consisted of
676,000 pounds of mild-cured salmon, 228,000 pounds of sardines, and 23,000
pounds of unclassified fishery products. Since that time, there have been prac-
tically no exports to Germany from the United States.

No canned fish is being used in the civilian-feeding program. In 1946, 7,000,000
pounds of canned fish were imported from the United Kingdom. In 1938, how-
ever, a total of 33,600,000 pounds were imported from Sweden, Belgium, Portugal,
Norway, Spain, Japan, France, and Italy, the bulk of which came from Spain
and Portugal.

Although Germany produced considerable canned fish, prewar, little was
exported. During the war, the entire output went to the Army and now the small
production goes for institutional use.

The outlook for resumption of sales of United States fishery products to
Germany shows no promise for at least 3 or 4 years. Present operations are
directed toward providing only essentials necessary to feed the population, and
imported fish consists mainly of herring and white fish obtained from producing
countries in northern Europe. Because costs, as well as exchange problems, F
are considered, European countries will probably continue for some time to
supply western Germany's imports of fish and fish products.

Canned fish is brought into Germany by the United States Quartermaster Corps U
and by the Post Exchange Services for sale to military personnel. Most of the
trade through the post exchanges is in Items for use in snacks and light lunches.
Therefore, small cans, 1,2 pound or smaller, predominate. Among the commodities
which were on sale in the exchanges were Portuguese sardines, tuna, and anchovy
fillets and pastes; Danish and Norwegian brislin, and Danish fillet of mackerel; ca
Peruvian tuna In soybean and sunflower oil; Norwegian kippered herring fillets; sa
English fish paste and cod-roe caviar; Italian antipasto; and lobster, salmon, and
shrimp from American sources. ex

Coalfish Is smoked In Germany as a substitute for smoked salmon, which was a
favored delicacy, prewar. The resulting product, however, does not compare in pa
taste and texture with that made from mild-cured salmon. Should salmon again we
become available in Germany it should be readily accepted.

Austria an,
Jibe

In 1947 Austria imported about 25.6 million pounds of fish products as com-

pared with an average of 20.8 million pounds for the 2 prewar years 1936-37. The sar,

1947 Imports consisted of about 15.8 million pounds of sea fish, largely from the Por

begin
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Netherlands, Norway, Poland, and Denmark; 8.5 million pounds of cured fish from
Norway, the United Kingdom, and Belgium; and 1.3 million pounds of conserved
fish almost entirely from the Netherlands. These figures do not include the fish
provided under the aid programs. In 1937 Austria imported 5.8 million pounds
largely from Portugal, Italy, Norway, and Japan. Austria's fish requirements for
the year ending June 30, 1949, are expected to come mostly from Denmark,
Sweden, Norway, the Netherlands, Yugoslavia, and Poland. Such imports are
being arranged largely through commodity trade agreements, providing for the
exchange of Austrian products.

Under aid programs, the United States exported 3,800,000 pounds of fishery
products to Austria in 1946, about 6,300,000 pounds in 1947, and about 4,900,000
pounds during the first 9 months of 1948. These exports were largely of silver
hake and herring.

Prospects for further sale of silver hake for use in Austria appear quite remote.
The river herring, while enjoying better consumer acceptance, has also been en-
tangled in a maze of unfavorable Comnmunist press propaganda. Although the
fish may not have been of as poor quality as indicated by the press, the story has
been so enlarged upon and impressed upon the people that they have practically
refused to use these products. Previous difficulty was encountered with a ship-
ment of "fish hash" brought in by U. N. R. R. A. which reportedly contained fish
eyes, bones, skin, and scales. Another factor which discouraged the use of fish
was that the average consumer seldom had potatoes, bread, or cereal to eat with the
fish at the time these products were on rations. Consequently, he had to sit down
to a can of silver hake or herring and make a meal of it. This became a pretty
tiresome diet. A number of cases of intestinal trouble occurred, probably because
of the inadequate diet, and this, too, was attributed to the fish. Being unaccus-
tomed to the use of canned products, consumers gave little attention to their care
after opening. Canned sea herring, canned peas, sugar-beet seeds, and other items
were also criticized. Some of the fish packs contained excessive free liquid, and
shipment had reduced what were orginally whole pieces of fish to a mush. Im-
provement in these packs is essential if they are to obtain acceptance In foreign
markets.

Switzerla n d
Switzerland, like Belgium, has dollar exchange available, and is using it to

purchase United States fishery products. The country is small, however, so the
market is limited. In addition, United States products face heavy competition
from those of other European countries.

Switzerland imported 15,000,000 pounds of fishery products in 1947, as com-
pared with an average of 14,800.000 pounds for the two prewar years. 1938 and
1939. Of the 1947 imports, 9,500,000 pounds were conserved fish (canned. dried,
salted, and smoked) and 5,600.000 pounds were fresh and frozen. The 9,500,000
pounds of conserved fish consisted of 6,700,000 pounds of dried, salted, and smoked
products, 1,300,000 pounds of conserved fish In containers over 3 kilos (6.6 pounds),
and 1,500,000.pounds in containers under 3 kilos. The United States provided
896,000 of the 1,500,000 pounds of fish in the smaller-sized containers in 1947.
Fresh and frozen fish came from Belgium, the Netherlands, Denmark, Iceland,
Norway, and Sweden; while the conserved fish came from France, the Nether-
lands, Portugal, Denmark, Norway, Sweden, Morocco, Belgium. Peru, and the
United States.

United States exports to Switzerland, while variable in quantity, have tended
to increase, particularly in the period since Japan has been out of the market.
Salmon and pilchards have been in greater demand.

United States exports to Switzerland in 1947 consisted of 559,000 pounds of
canned salmon, 150,000 pounds of canned sardines, 31,000 pounds of frozen
salmon, 8,01)0 pounds of canned lobster, 2,000 pounds of canned shrimp, and
2,000 pounds of other products, totaling 752,000 pounds. Prewar (1934-38), such
exports averaged 28,000 pounds and consisted mostly of canned salmon.

Retail establishments appeared to have sizable quantities of canned salmon,
particularly pink, but little canned pilchards. Netherlands-packed "pilchards"
were observed in a number of stores.

As in other Ehropean countries, Swiss consumers prefer canned fl-h in oil
and in small-size cans for use as snacks or hors d'oeuvres. Since there is a
liberal supply of canned fish on the shelves, competition is keen. Portuguese
sardines reportedly sell well in Switzerland, and a preference was expressed for
Portuguese and French tuna, which is packed as a solid chunk in olive oil.
Mackerel has not been very well accepted, but a number of foreign packs are
being Introduced.
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The annual domestic catch of fish in Switzerland is estimated at about 4.5 mil-
lion pounds taken by commercial fisheries, and 2.2 million pounds by sport
fishing. Domestic production is seasonal and the market is subject to gluts,
but prices do not fluctuate a great deal. Swiss consumers are reluctant to pur-
chase frozen fish, so practically the entire catch is marketed fresh.

Import licenses are required and payments are subject to special regulations
in force with all countries. However, as the foreign exchange market is free,
there are usually no difficulties in obtaining the required licenses.

Italy
Italy does not appear to be a likely prospect for the sale of any volume of

United States fishery products in the near future. Because of the unfavorable
exchange situation, fish imports are coming largely from soft-currency areas,
largely from those countries with which Italy has commodity or compensation
agreements. Shipments from the United States and Canada have been mostly
under aid programs.

In 1947, Italy imported about 235.000,000 pounds of fishery products, consisting
of 117,000,000 pounds of dried, salted cod. 46,000,000 pounds of fresh and frozen
fish and shellfish; 28,000,000 pounds of herring, sardines, and pilchards, salted
or in brine; 18,000,000 pounds of stockfish; 6,000,000 pounds of other dried,
salted or smoked fish; 5,000,000 pounds of tuna, marinated or in oil; 2,000,000
pounds of sardines and anchovies; and 13,000,000 pounds of other fish and shell-
fish. In 1938. imports totaled 221,0r,0,000 pounds. Prewar, Japan was an im-
portant factor in this market with salmon. pilchards, and tuna. However. when
the Fascists came into power various restrictive measures were adopted to
"prevent imports from interfering with domestic industry." The Fascists also
developed a fish-canning industry in Italy to make their economy more self-
sufficient. Italy's fish-canning industry is relatively small now. During the
4-year period, 1937-40, it produced an average of 27,000,000 pounds annually.
Packs were largely in 10, 5, and 1 kilogram (kilogram equals 2.2 pounds) tins.

Frozen fish is being marketed in Italy in increasing quantity. One firm now
has 310 retail outlets, selling only frozen fish from refrigerated cabinets. North-
ern Italy is the inain market for frozen fish. Inland and mountain areas prefer f
salted or dried fish because of the lower costs and ease of transporting and e
preserving.

In the 1934-38 period, the United States exported an average of about 562,000 M
pounds, mostly canned fish, to Italy. Under lend-lease, the United States sent
Italy 11.4 million pounds of canned 'Ish in 1944 and 12.7 million pounds in 1945. p
Since little of this was distributed through the regular markets, it was not possi-
ble to determine the acceptance of these products with any degree of ac.uracy.
In general, it was stated that salmon, pilchards, and mackerel were well liked rh
but are now considered too high in price for the average Italian consumer.

The Italian fish catch, which ranged between 381,000,000 and 441,000,000 pounds
annually, prewar, was reported at 298,000,000 pounds in 1947. It is forecast
that by 1951 the catch should reach 470,000.000 pounds. w

A law, which is on the books but not enforced, provides that the place of a
preparation, net weight, name of firm, country of origin, and specifications of ha
pack must be lithographed on the can.. This law may soon be enforced. This Il
would require American firms to lithograph these items on the cans. Import pr
duties are being studied and increases proposed by Italian processors. co
Greece 191-

Greece was the recipient of considerable quantities of United States fish prod- CTw
ucts under aid programs. Exports of United States canned fish to Greece totaled

16.3 million pounds in 1944. 24.1 million pounds in 1945, 14.4 million pounds in I
1946, 3.6 million pounds in 1947. and 7.8 million pounds in the first 9 months Par
of 1.948. Recently, the bulk of imports has originated in countries other than Cat
the United States. Purchases now c-ntemplated are expected to be largely from foo,
sterling areas. sho,

While commercial imports of fishery products were quite low in 1.945 and 1946, Por
total imports including products received under aid programs, averaged 55.6 lpare
million pounds for the 2 years-about equal to the quantity of imports into 194C
Greece in 1938. UNRRA shipments accounted for 56 million of the 58 million Czec
pounds of fishery products received by Greece in 1945; and 32 million of the to Co
53 million pounds in 1946. Imports in 1947 totaled 29 million pounds, of which Canr
630,000 pounds came from UNRRA stock, and 358,000 pounds were commercial mlli,
shipments from the United States. The 1947 imports consisted of about 4.9 In
million pounds of fresh fish, mostly from Turkey; 7.1 million pounds of cured aver
herring, principally from the Netherlands and the United Kingdom; 3.5 million trside
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pouils of fish, canned or in brine, from Portugal, Turkey, Tunisia, and the
United States; 13.6 million pounds of cod, largely fronv Iceland, Norway, and
Denmark.

In the limited time available, it was not possible to obtain an adequate
picture of the consumer acceptance of United States products. Importers state
that. although such products as pilchards and herring were well liked, the
Greeks prefer fish in oil. Some of the imports of cured and canned fish were
reported to have been of inferior quality. In some instances the lower quality
may have resulted from products remaining on the docks, or in the warehouses
under improper storage conditions and for too long a time.

Greece has two fish canneries now in operation, but their production is small.
The development of canneries to preserve tuna during seasons of abundance
has been proposed. There are a number of plants in Greece which salt fish in
cans. Sardines, anchovies, and mackerel are packed in this manner. Retailers
open the individual cans and sell to the customers in small quantities.

The Greek fishing fleet, which was badly depleted (luring the war, is now re-
ported to be near prewar size. Fishery production was reported between 56
million to 67 million pounds averaging 63 million, prewar; 43 million pounds
in 1946; 54 million pounds in 1947; and it is expected that 1948 will show an
increase over the prewar catch.

THE FISHERY PRODUCTS SUPPLY SITUATION IN MAJOR EXPORTING COUNTRIES WHICH

MARKET IN EUROPE

Norway
The fish catch in Norway, which averaged about 2.1 billion pounds prewar,

was reported at 2.7 billion pounds in 1947, and early estimates indicate the
catch may reach 3.3 billion pounds in 1948.

Winter herring fishing in 1948 was reported the most successful on record.
The successful season was ascribed to increased capacity of the fleet and espe-
cially to the use of radio-sound equipment for locating fish. Even greater
quantities might have been taken, it was reported, but processing and marketing
facilities were inadequate to handle the additional catch. The cod fisheries
experienced a partial failure, since the total catch was only 300 million pounds
compared with 513 million in 1947 and 408 million pounds in 1946. However, as
much fresh and frozen cod was exported in 1948 as in previous years, but the
quantity salted was much smaller. Exports of herring were increased over
previous years. The catch of brislings was not up to expectations, but other
fisheries reported normal landings. Some difficulty was experienced in obtaining
sufficient labor for the highly seasonal canning work. Exports of canned fish for
the first 7 months of 1948 were slightly above the similar period of 1947.

Denmark
Fish production in Denmark which totaled around 197 million pounds, prewar,

was reported at 459 million pounds in 1947, and early indications for 1948 show
a 15-percent Increase over 1947. Success In selling the surplus in foreign markets
has stimulated increased output. The domestic consumption of fish is about 134
million to 157 million pounkis annually. During the war, Germany was the
principal foreign buyer; but now Denmark is selling to a number of European
countries. Exports during the first 6 months of 1948 were larger than those of
1947. Canned fish exports in this period were equal to the entire 1947 quantity.

Siweden
Production of fish in Sweden was reported at 365 million pounds in 1947, com-

pared with an average of 253 million pounds in the prewar period, 1934-38.
Catches during the first half of 1948 were reported exceptionally large. With
food supplies generally more ample, the gross income of the fishing industry has
shown a downward trend. During the first 6 months of 1948, a total of 78 million
pounds of fishery products was exported, an unusually large quantity when com-
parel with 38 million and 76 million pounds for the entire years of 1947 and
1944', respectively. Most of the exports during the 1948 6-month period went to
Czechoslovakia and the French zone of Germany. In 1947, exports were largely
to Czechoslovakia, Italy, Poland, the Soviet Union, France, and the Netherlands.
Canned fish exports totaled 5.6 million pounds in 1947 as compared with 2.2
million pounds In 1938.

In the prewar period, United States exports of fishery products to Sweden
averaged 558,000 pounds, and consisted largely of mild-cured salmon. This
trade was cut off during the war but was resumed in greater quantity in 1946
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and 1947. In 1948, Sweden, finding itself with limited dollar balances, has at-
tempted to correct the situation by sharp curtailment of imports from dollar areas.

Iceland
Icelandic fish production, which averaged 520 million pounds in the 5 years,

1934 to 1938, had increased to 1 billion pounds in 1947, and estimates indicate
the catch may total about 1.1 billion pounds in 1948. Total landings in the first
8 months of 1948 surpassed those of the corresponding period of 1947. In 1948,
Iceland exported fish to the United Kingdom, Greece, Italy, the Netherlands,
Poland, Eire, Germany, France, Czechoslovakia, and the United States. Data
for the first 9 months of 1948 show exports of 296 million pounds as compared
with 173 million pounds in that period of 1947. Canned fish exports during this
period totaled 2 million pounds compared with 300,000 pounds in the 1947 period.
Icelandic representatives have been aggressive in seeking out European markets
for their products. Various reports indicate that Iceland is proposing to further
augment its production by adding new trawlers and quick-freeze plants.

After almost 10 years of progressive increases in catch, the year 1947 saw a
reduction in the quantity of fish brought into port. The catch for the craft fishing
off the coast of Eire and the bay of Biscay was much reduced. In 1947, the catch
totaled about 1,300,000,000 pounds. In 1934 it totaled 196,000,000 pounds, and in
1938, after a period of civil war, 670,000,000.

Spanish sardine canneries have a normal annual production of about 3,000,000
cases (100 tins of 30 m. or .190/200 grams or 6.1/6.4 oz.) and normal export
surplus of more than 1,000,000 cases. The canning industry, however, is passing
through a very difficult period. Therp were continued raw material shortages
in 1947, but most damaging to the industry was the inability of canners to enter
the export markets because of the unrealistic fixed value of the poseta. Exports
of canned fish in 1947 totaled only 295,000 cases. Canners in Portugal, presently
Spain's cheap competitor, are able to quote sardines at much lower prices. For-
merly, Spain shipped canned fish to about 57 world markets. Germany and
Argentina were the largest customers, each taking about 300,000 cases or about
6,600,000 pounds a year. The German market has been lost, and the Argentine
market has dwindled as the result of import restrictions imposed on foreign
canned fish.

Portugal
Additions to the Portuguese cod fleet during 1949 are expected to relieve

Portugal of the necessity of importing large quantities of cod from Norway and 4(
Newfoundland. These imports have amounted to between 56 and 67 million fo-
pounds, annually, during the past few years. do,

Portugal exported 85,000,000 pounds of canned fish in 1947, and 103,000,000 of
pounds in 1946. Exports in 1938, totaled 78,000,000 pounds, principally to Ger- for
many, France, the United Kingdom. the United States, and Belgium. The 1948 for
pack is expected to he below that of 1947 as the catch of sardines is reported to be cou
about 50 percent less. ma

French Morocco (a
With reported potentialities for packing some 1,000,000 cases (100 cans of fish

one-fourth kilos or 8.8 ounces, per case) or about 5:,000,000 pounds of sardines,

annually, the pack of sardines in French Morocco has ranged around 500,000 Ne -

eases because of shortages of oils, and metal for cans. At the present time, T
there are 50 sardine canneries in this territory which, under normal conditions, of f
would have about 600,000 cases or about 33.000,000 pounds available for export. in 1
France has been the principal outlet for this production. Before the war, all Herr
but 20,000 or 30.000 cases were exported but domestic consumption "of sardines In 19
was reported to have increased to about 250,000 cases annually in recent years. 000,0

Union of South Africa 1947.

The canning of pilchards in South Africa, begun about 4 years ago, now sur- Euro

passes in production that of canned crayfish and stockfish (hake). South Af- Exio

rican firms are seeking to develop foreign markets for this product. Uoie

The growth of the over-all catch of fish in South Africa has been significant. in exe
In 1.947 there were 200,000,000 pounds caught as compared with 45,000,000 pou,'(Il tion
in 1934. Before the war, pilchards were almost completely Ignored, whereas In above
1947 the catch totaled about 100.000,000 pounds for canning and other process- Dur
ing. A number of firms have built new plants or have increased facilities to can destin,
pilcbards, mackerel and snoek. Ten canning plants have been established along of 194"
the west coast of South Africa during the past four years.
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Canned fish packs have increased from 3,800,000 pounds in 1941-42 season
to 11,500,000 pounds in 1945-46. Production of canned pilchards during the
1946-47 season was reported at 7,600,000 pounds. Exports of pilchard, snoek,
and mackerel in that season totaled 5,500,000 pounds. The United Kingdom
has been Instrumental in promoting some of this development, and the products
are moving to the British market. Reports indicate that the Union has an ex-
portable surplus of about 8,000,000 pounds of canned fish and 3,500,000 pounds
of canned crayfish. An agreement (gold loan) with the United Kingdom, pro-
vides for the exportation of 13,500,000 half-pound tins of canned fish to the
latter country.

RusaiG
While apparent Soviet exports so far have been small, the U. S. S. R. possesses

a potential source of supply of greater significance now than before the war, since
some Japanese fisheries in northern waters are now under its control. As a result,
additional quantities of Soviet-produced canned fish may become available on
the world markets. There is little indication, as yet, of Soviet products entering
European markets in any great volume. In 1947, the British Food Ministry
obtained 2.8 million pounds of canned salmon from the U. S. S. R. under a coi-
tract which called for much larger quantities. The Soviet Union, in 1938, pro-
vided the United Kingdom with 33,000,000 pounds.

Japan
Canned pil:hards from Japan were obtained by Belgium in 1947, but the quantity

was relatively small. Immediately preceding the war, Japan supplied Europe
with large quantities of canned salmon. pilchards, tuna, and crab meat at ex-
tremely low prices. As a direct result, many European countries imposed strict
import controls to prevent overexploitation of their markets. Although Japanese
fishing activities are now much restricted as compared with prewar, Japan can
be expected to again become a competitor in European markets.

Canada
Fishery production in Canada increased from an average of 1,100,000,000 pounds

in the 5 years 1934-3>S to about 1,400,000.000 pounds in 1945 and 194;, and
1,200,000,000 pounds in 1947. The 1948 catch, however, is expected to exceed
that of 1947.

Canadian exports of edible fish products totaled 290,000,000 pounds in 1938,
409,000,000 pounds in 1946, and 380,000,000 pounds in 1947. While total exports
for the first 6 months of 1948 were equal to those of 1947, canned fish exports were
down .50 percent while those of fresh and frozen fish were up 41 percent. Exports
of fillets were largely to the United States. Canada's trade commissioners in
foreign countries are provided regularly with lists of Canadian products available
for export. These commissioners keep in touch with importers in the foreign
country and promote Canadian fish marketing as best they can. They report on
market conditions, regulations, prices, and current developments of interest to
Canadian exporters of fishery products. This has served to keep Canadian trade
informed. Canada recently obtained authority to require inspection of canned
fishery products on the east coast.

Newfoundland
The war resulted in rapid growth of the Newfoundland fish industry. Experts

of frozen fillets increased from 6,500,000 pounds in 1940 to 34,000,000 pounds
in 1945; declined slightly in 1.946, then fell off to 17,000,000 pounds in 1947.
Herring exports totaled 10,000,000 pounds in 1940; increased to 85,000,000 pounds
in 1946, then dropped to 32,000,000 pounds in 1947. Salt cod exports totaled 139,-
000,000 pounds in 1940; 112,000,000 pounds in 1946; and 100,000,000 pounds in
1947. Increased fishing on the Grand Banks by some of Newfoundland's best
European customers is reported to be reducing export demands for its products.
Exports were somewhat reduced in 1947 because of restrictions imposed by the
United Kingdom on the conversion of sterling into dollars. The Newfoundland
government enabled exporters to obtain dollar payment from its own supply
in exchange for sterling payment deposited in England. This enabled the resump-
tion of sales to sterling areas late in 1947 and in 1948. Exports in 1948 are
above 1947.

During the first 6 months of 1948, 75 percent of the frozen fillets exported were
destined for the United States as compared with 41 percent in the same period
of 1947. Canada was the second largest market In 1948.
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TABLE 1.-United States: Exports of edible fish-ery products, average 1934-38,
annual 1939-48, by country of destination--Calendar years

Country of destination

United K ingdom ----------
Belgium and Luxemburg.
Netherlands ---------------
E ire ..- -------------------
France -------------------
N orway ...................
Germany ------------------
Sweden ..............
Finland -------------------
Denmark ......
Switzerland
A ustria --------------------
Czechoslovakia ......
Yugoslavia ----------------
Poland
Malta, Gozo, and Cyprus..
G ibraltar ------------------
Italy _ --- -- -- -- -- --
G reece ---------------------

Total
Total United States

exports ..........

Exports to specified coun-
tries as percent of United
states total .............

Aver-
age.

1934-.38
1939 1940 1941 1942 1943 1945 1946

Million pounds

50.1
3.1
2.3
.3

3.1
.2
.9
.6

( ) .4
(,)

(I)
(I)

.6

.3

61.9

118.3

51.1
2.3
1. 3
.6

1.7
.2
.3
. 6

.2

.4

92.6
.5
.4
.1
.2

.--

--'1

------ ------

(1) (---)

.2 .1

.1 (1)

59.0 94.2

125.0 144.8

127.6 .119.0

-- - - - - -

-- -- 4-- -

'128.0

216.0

119.4

167.1

192.1 15.9

"1.1

21.6
1.3
.9

.3

------ -::-

.4

.3

192.8
239.3

------ 8.0
------ 7.0
------ 5.4

.8 (1)

11.4 12.7
16.3 24.1

45.5 81.3

112.2 136.0

3.8
6.4
3.9
3.8
(I)

4.2
14.4

106.7

205.9

Percent

41

ILess than 50,000 pounds.

Source: U. S. Department of Agriculture, Office of Foreign Agricultural Relations. Compiled from
official records of the Department of Commerce.

TABLE 2.-Landings of fishery products In specified European countries, average
193-88, annual, 19.f5-47, for calendar years

Annual
Country average 1945 1946 1947

1934-38

Million Million MiUion Million
pounds pounds pounds pounds

Belgium -------------------------------------- 82.9 103. 1 156.8 168.0
Denmark ------------------------------------- 197.2 336.1 441.4 459.3
France ------------------------------------ 730.4 ------------- 627.4 748. 4
Germany -------------------------------------- 1,059.8 '127.7 1515.3 1564.6
Eire ------------------------------------------- 22.4 51.5 44.8 40.3
Netherlands ------------------------ -------- 510.8 --------------- 425.7 515. 3
Norway --------------------------------------- 2,063.6 1,859.7 2,090. 5 2,699.9
Portugal -------------------------------------- 470.5 -------------- 640.8 --------------
Spain ---------------------------------------- 86. 2 1,216.8 1,330. 9 1,272.7
Sweden --------------------------------------- 253.2 342.8 412.3 365. 2
United Kingdom ------------------------------ 1,785.7 717.0 1,485.5 2,240.6
Iceland --------------------------------------- 519.8 -------------- 824.5 1, 06& 8
Italy ------------------------------------------ 414.5 --------------- 358. 5 298. 0
Greece --------------------------------------- 62.7 -------------- 44.8 53.8
Switzerland --------------------------------- 6.7 6. 7 6.7 & 7
Finland --------------------------------------- 1 00.8 ---------------- 109.8 10.1

Total --------.------------------------ 9,177.2 37,501.5 9, 515.7 211,232.1

'Bizone only.
2 Includes estimates for countries for which official data are not available.

Source: U. S. Department of Agriculture, Office of Foreign Agricultural Relations. Compiled from official
and trade sources.

1947

9 months,
January
through
Septem-
ber 1948

67. 7
.4
.9

90.1
9.9
.6

1.4
.1

(.)

.7

.7
6.3.1
(I)
2.6

.1

3.6

116.2

211.6

(')
(')
(I)
(I)

.1
4.9

(1)

.2

7.8

13.9

71.6

55

I
------ ------ ------------ I ------ I ------------ ------ ------
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Some canned-fish products and prices observed at random in various European
markets, September 1948

Product

London, England:
Pilchard _ - -
Mackerel...........
Sneek ...................

Do ..................
D o -------------------

Kippered snacks..__..
Crab meat .............

D o -------------------

Sardines ------------
Brislng .................
Sild .....................
Salmon:

R ed ------------------
Other --------------

Mussels ....
Filet or anchovies --------

Do--------------
Silver hake -------
Oysters -----------------
Shrimp .................

Dublin, Eire:
Pilchards ---------------
Herring -----------------
Codfish -----------------
Herring -----------------

Do ------------------
Do --------------
Do --------------

Salmon -----------------

Brisling -----------------
Sardines ---------------

Do ------------------
Young herring ---------

Do ------------------
Shrimp -----------------
Kippered snacks ........

Do ------------------
Salmon, red -----------
Boneless fillets ----------
Small herring .---------
Kippered herring ---------

Germany, Post Exchange:
Tuna -------------------

Do ------------------

Antipasto --------------

Kipper paste........
Anchovy paste .........

Paris, France:
Merluchons (hake) .....
Merlans (hake) .........
Filet of mackerel ........

Do ------------------
Sardines -----------------
Filet of anchovy --------

Do ------------------

Salmon:
Steelhead ----------
Sm oked --------------

Sardines ---------------
Do ------------------

Can size

I pound, oval ........
1 pound, tall ---------
14 ounces, fiat ---------
1 pound ---------------
4 pound --------------

-----do ................
----- d o -----------------
----- d o ..........

j pound, flat ........
----- d o -----------------
-----do ................

1 pound, tall.......
----- do ................

14 ounces, tall ---------
About 3 ounces --------
2 ounces, flat oblong. - -
I pound, tall .........
No. 1 can ...........

----- do_ ---......

1 pound, tall.......
---- do ......

10 ounces, round ....
14 ounces. oval .......
86 ounces, oval -----
14 ounces, oval .......
9 ounces, oval ---------
5 ounces, fiat ........

3% ounces, flat .......
4 ounces, flat --------
44 ounces, oblong ....
8 ounces, oval ........

----- d o -----------------
No. I can.........
5 ounces, oblong -------
3%4 ounces, oblong ...
I pound, tall ----------
Not available ........
14 ounces, oval .......
8 ounces, oval ---------

Where packed

United States.. --
-----d o .... ......

South Africa .. - -
----- d o -----------

-- do -----------
Norway
Not available. - -
Union of Soviet

Socialist Re-
publics.

United States._
Norway------

----- do

United States..
Not available.. --
Netherlands -----Portugal......

--- 
-d o . . . . . . ...

United States.. -.
----- do .........
-do .........

South Africa - -
Canada ---------
Newfoundland._
Netherlands - - -.

----- do
-.. .do-
----- do .........

Netherlands ..---

Norway------
Portugal -------
----- d o -----------
Netherlands -----
Norway ........
United States_..
Norway......

-----d o -----------
United States --
Spain ---------
Norway ---------

-----do .........

7 ounces, flat ------- I Portugal .......
----- do --------------- I Pern ..........

3 ounces (approxi-
mate).

I ounce, fat ..........
2 ounces ---------------

About 4 ounces ......
I pound, oval --------
About 4 ounces ......
8 ounces, squares ....
About 4 ounces --------
About I ounce --------
2 ounces --------------

% pound, flat ........
-----do ----------------

About 4 ounces ......
-----d o -----------------

Italy ----------
England .......
Portugal --------

France ........
.....do .........
..... do .........

----- do .........
do------------

France .........

United States.._
.. .d o ... . . .

Morocco --------Portugal --------

Retail
price '

$0. 30
.30
.57
.45
.27
.20
.75
.50

2. 30
.20
. 18

.70

.60

. 45

. 35

. 21
2.30
2. 95

21.30

.40

.30

.40

.37

.27

.40

.30
.55

.25

.27

.25

.32
(3)

.85

.15
(3)

.75- .80
.30
.32

(a)

How packed

In tomato.
Natural.

In oil.
Do.
Do.

Semiconserved.
In olive oil.

Do.

Tomato sauce.

In oil.

In tomato and oil.

Semiconserved,
smoked.

In oil.
In tomato sauce.
In oil.

Tomato sauce.

Soybean and sun-
flower oil.

Tomato sauce.
Do.

In olive oil.
In olive ofl (semi-

conserved).

See footnotes at end of table, p. 740.
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Some canned-fish products and prices observed at random in various Buropean

markets, September 19.f8--Continued

Product Can size Where packed Rtail Ho
priceowpce

Brussels, Belgium:
Mackerel ---------------- 8ounces, oval ------- Not available- $0.39 Tomato sauce,

slightly sticed.
Sardines ----------------- 2 to 4 ounces -------- Portugal --------. 18- .34 In olive oil.

Do ------------------ 3j ounces ----------- United States_ .11 Do.
Salmon ----------------- % pound, fiat -------- Not available ... .31 Not available.

Red ----------------- 1 pound, tall ---------.------------------ .77
Pink - ----------------- do ------------- ------------------ .54
Chum -------------------- do ----------------.------------------ .46

Filet de Thon --------- 4J ounces ----------- France ---------- .42
Tuna -------------------- 8 ounces -------------- do ----------- -. 36
Herring ---------------------- do ---------------- Netherlands------- () In oil.
BrLqlin.r ----------------- 412 ounces ----------- Denmark --------- () Tomato sauce.
Herring ----------------- 5 ounces -------------- Not available ---. 27 Tomato sauce (pil-

chard style with
olive oil).

Do ------------------ 5 oumces, oblong ------ Belgium -------- . 13 In tomato and oil
(pilchard type).

Pilchard ---------------- 15 ounces, oval ------- Japan ------------ .36 In tomato sauce.
Bern, Switzexland:

Sild --------------------- 3 , ounces ----------- Norway -------- . 27- .29 Edible oil.
Filet of mackerel --------- Not available -------- France ----------- .35
Pilchai d --------------- 1 pound, oval -------- United States- .47
Salmon:

Pink ---------------- 1 pound, tall -------- Canada --------- .70
Smoked ------------ 5 ounces, fiat ------- Netherlands-_- .76

Fish --------------------- About I pound, oval-_.... do ----------- -. 57 Pilchard style.
Tuna ---------------- About 3 ounces -...... France ---------- -. 33 In olive oil.

'Approximate United States equivalent.
These prices are considerably above relative United States cost price. It was reported that certain

Indi'riduals in the trade have added seemingly excessive margins of profit.
Not available.

Mr. JACKSON. I have one more short paragraph.
I want to now hand to you these briefs that we submitted to the

House. More thaln 25 organizations of management and labor joined
together in preparing the facts included in the large charts that Mr.
Anderson will show you, and that are in the booklets that we are going
to hand you. There are 25 organizations there, representing both
management and labor.

The statement of the case, which we boiled down and made just as t
concise as we could, is on the second page, and the last page. The
rest consists of charts, which will very rapidly show the committee
what we are so much concerned with. It is entitled "The United
States Fishing Industry Faces Facts." And the data were all obtained C

from official Government sources. d
The CHAIRMAN. Mr. Jackson, will you have any statement from

any of the witnesses regarding our own production of fish?
Mr. JACKSON. Yes, that is all going to be in the charts.
The CHAIRMAN. Our production? fo
Mr. JACKSON. Yes, sir.
The CHAIRMAN. All ri ht.
Mr. JACKSON. Mr. Anlerson of the Fish and Wildlife Service has w

agreed to explain the charts at this time.
Now, if you do not have these, I will ask that they be handed to you. car
The CHAIRMAN. Do you wish Mr. Anderson to come up now? er
Mr. JACKSON. Yes. He will explain the charts. And when he ex- tha

plains them, you will have duplicates in the books so that you can
follow each chart.

Senator MILLIKIN. I would like to ask the witness some questions, 11
but it may be that it would be better to have that later.

Mr. JACKSON. I think, Senator, that you would get the case better T
before you, if you saw these charts first. shir

Mi
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The CHAIRMAN. Will you come around, Mr. Anderson?

STATEMENT OF ANDREW W. ANDERSON, CHIEF, COMMERCIAL
FISHERIES BRANCH, FISH AND WILDLIFE SERVICE, DEPART-
MENT OF THE INTERIOR

Mr. ANDERSON. My name is Andrew W. Anderson. I am Chief
of the Branch of Commercial Fisheries, Fish and Wildlife Service,
Department of the Interior.

A few days ago. representatives of the fishing industry called at the
Fish and 'Wildlife Service and asked that certain factual data be as-
sembled regarding the import and export situation in connection with
fisheries. These data were assembled and turned over to the fishing
industry representatives. They had these charts prepared; and later
they asked if I would explain them, inasmuch as they had been pre-
pared in our Service.

The CHAIRMAN. Just proceed and tell us about it, Mr. Anderson.
Mr. A.NDERSON. The first chart is entitled "United States Foreign

Trade in Edible Fishery Products." It covers the period from 1934 to
1948.

The CHAIRMAN. Will you let me ask you this question, to start
with: Does it cover all types of fish, including shellfish?

Mr. ANDERSON. Yes, sir.
When I speak of fish, I am including shellfish and finfish.
The CHAIRMAN. All right.
Mr. ANDERSON. This chart, however, pertains just to edible fish, not

to the nonedible products.
The chart shows that back in 1934-38, the difference in the value of

exports and the value of imports was rather small. Exports were
about $13,000,000 and imports were about $28,000,000. But in the in-
tervening period up to 1948, including the war, the exports increased
slightly, and then during the last year they dropped off very sharply,
to about $20,000,000.

Meanwhile, the imports have increased more or less steadily, and in
1948 reached a value of $100,000,000. We see no reason, from current
information, to think anything other than that the import line will
continue onward and upward and that the export line will continue
downward [indicating].

Senator MiLKIN. How much has the market for fish increased dur-
ing, the period that you are discussing ?

'.Ir. ANDERSON. 'The market in this country has remained about the
same. The per capita consumption has been around 10 or 11 pounds
for quite a few years now.

Senator MILLIKIN. That did not change during the war, when there
was a shortage of meat?

Mr. ANDERSON. Yes; it decreased during the war, particularly in
canned fish, because most of our canned fish was shipped to Europe un-
der lend-lease. And it dropped to about 8 or 9 pounds per capita at
that time.

Senator MILLIKIN. During the war the fish consumption dropped I
Mr. ANDERSON. That is correct.
The CHAIRMAN. You mean the canned fish, the fresh fish, or both?
Mr. ANDERSON. Particularly the canned fish.
The CHAIRMAN. Particularly the canned fish, because of such large

shipments abroad.
Mr. ANDERSON. Yes.

741
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The CHAIRMAN. With preference to the drop in exports there, that

drop is accounted for in part, is it not, by the return of these countries
to tle fishing industry themselves ? Art they not supplying more of
their demands?

Mr. AN DERSO N. Not completely, I would say, Mr. Chairman. Be-
cause the drop in exports has been largely in canned salmon and in
canned sardines, which are two products which are not produced in the
foreign countries; canned salmon in particular.

The CHAIR11AN. It is a dollar problem?
Mr. ANDERSON. It is a dollar problem.
The CHAIRMAN. Senator Millikin?
Senator MILLIKIN. I was going to say that canned sardines are a for-

eign product, are they not?
Mr. ANDERSON. Well, it is a different type of sardine. I was speak-

ing of what we call the California sardine, or pilchard. that comes in
the pound oval can, and the Maine sardine.

Senator MILL K.I. What are your great fishing nations, in Europe?
Mr. ANDERSON. What are the great fishing nations?
Senator MILLiKIN. Yes.
Mr. ANDERSON. Norway, Iceland, United Kingdom, Spain, and

France.
Senator LUCAs. From what nations do we get most of our imports?
Mr. ANDERSON. We get a lot of our imports from Canada. We get

a lot from Newfoundland, and some from Iceland. We get canned
products from Norway, France, and Portugal. The major part of our
imports, though, come from Canada.

Mr. JACKSON. And South Africa.
Senator LUCAs. How does the quality compare with ours?
Mr. ANDERSON. The quality of imported products generally is excel-

lent. It is just like when you enter any market. You try to produce
the best possible product. And in some cases I think their products
are better than ours.

Senator MILLIKIN. I would like to go a little further with the chair-
man's question.

Have you finished Senator Lucas?
Senator LucAs. Y'es.
Senator MIiLiKIN. At the close of the war, was that not the first

opportunity for these European fishing nations to restore their busi-
ness to its normal function? 0:

Mr. ANDERSON. Yes, sir. ar
Senator MILLIKIN. Well, have they not increased their fishing as a fr

result of that? N
Mr. AN.DERSON. I would say a good many of them have; yes, sir.
Senator MILLKIN. Norway, for example? co,
Mr. ANDERSON. Norway, Iceland, the United Kingdom. Practi-

cally all of them are rebuilding their fleets back to prewar size, or about Pc
that. But the fleets that they are building are much more efficient than
the prewar fleets. They produce more fish per boat, or per man. IV

Senator MILLIKIN. Now, are you in a position to answer the ques- go:

tion that Senator Byrd asked, as to how far our own money has gone all
in the rehabilitation of that foreign industry? the

Mr. ANDERSON. I am sorry, I couldn't do that. I don't have enough of
definite information about it to give a satisfactory answer.

ex[
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Senator MILLIKIN. Mr. Chairman, before we get off into all these
charts I would like to have a little basic information on the fishing
business.

Who sends the fish into this country? What foreign countries put
their fish in here? Shellfish, fresh fish, frozen fish? I would like to
have something against which to balance these charts.

Mr. ANDERSON. Well, I can endeavor to tell you that. Canada is
one of the countries that sends a lot of fish into this country.

The CHAIRMAN. What type?
Mr. ANDERSON. Groundfish fillets is one important type. Now, in

groundfish we include cod, haddock, hake, cusk, pollock, and rosefish.
Senator MILLIKIN. Fresh?
Mr. ANDERSON. Fresh and frozen.
Senator BYRD. Can you give the dollar value of the imports from

Canada?
Mr. AN.DERSON. Yes. The imports from Canada in 1938, of all fish

products, were about $20,000,000. In 1948, 10 years later, they were
about $60,000,000. They about tripled,

Senator BYRD. Sixty percent, then, of the imports come from Can-
ada. I understand you or someone to say that the total was $100,-
0007000.

Mr. ANDERSON. It is $100,000,000 now.
Senator BYRD. Sixty percent comes from Canada, then?
Mr. ANDERSON. I would assume about that. Canada is the most

important country.
Senator MILLIKIN. How large is the increase in terms of poundage

or units, or however you measure fish other than by dollars?
Mr. ANDERSON. In 1938 our total imports of edible fish were 302,-

000,000 pounds. In 1948 they will be 450,000,000 to 500,000,000
pounds.

Senator BYRD. What is the value of the imports from Iceland?
Mr. ANDERSON. The imports from Iceland, I believe last year were

about 5,000,000 pounds; probably something around $1,000,000, may-
be a little more.

Senator BYRD. That leaves about 35,000,000 approximately. How
is that distributed to other nations?

Mr. ANDERSON. Other countries that send products to the United
States include Norway, for example, a country that ships us a lot
of Norwegian sardines, and Mexico, which ships in a lot of fresh
and frozen shrimp. South Africa and some other countries ship in
frozen lobster tails. France and Portugal ship in canned sardines.
Newfoundland ships in salt fish, fillets, and lobsters.

There is quite an importation of tuna now, coming from such
countries as Peru and Chile and Angola, and a little from Japan.

Senator BYRD. And you look for an increase in the present im-
ports ?

Mr. ANDERSON. Right at the present moment that is the trend.
We have heard nothing that would indicate that the imports were
going to slack off. In fact, it has been the other way around; because
all the countries seem to be improving their fishing gear and stressing
the fishing effort. And many of them have spoken, in trade reports,
of producing more fish in order to get more dollars.

Senator BYRD. And we have a surplus in this country that we could
export if the dollar could be straightened out. Is that correct?

743
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Mr. ANDERSON. Yes, I think if the dollar situation were straightened

out, we could export more fish.
Senator MILLIKIN. To which countries did we export fish, when we

were able to do it?
Mr. ANDERSON. We exported a large amount of salmon, for example.

to England.
Senator MILIKIN. Canned salmon?
Mr. ANDERSON. Canned salmon; between, I believe, a half and three-

quarters of a million cases annually. I don't believe a case has gone
to England this past year.

Senator MILLIKi.N. 'What other exports did we have?
Mr. ANDERSON. Canned sardines was the other product that we

exported in large amount. Some went to Europe. Quite a lot went to
Europe during the war period. Prior to that we had quite large
markets in Asia: in the Philippines, for example.

Senator MILLIKIN. YOU could not compete with a Portuguese
sardine in Portugal or a French sardine in France?

Mr. ANDERSON. They were not competitive. The French and the
Portuguese sardines were small high-priced cans of sardines, whereas
the sardines that we exported were either the large pound oval Cali-
fornia sardines or the 1/4 oil Maihe sardines. There was a consider-
able difference in price. Ours were much cheaper.

Senator MILLIKIN. Would it be true that what you exported was
canned products?

Mr. ANDERSON. Most of it.
Senator MILLUKIN. If we exported any fresh fish, to whom did we

export?
Mr. ANDERSON. I doubt that we exported much in the way of fresh

fish, except possibly oysters, to Canada. We have exported shellfish
to Canada.

Senator BYRD. How about frozen fish?
Mr. ANDERSON. I don't recall that we have exported frozen fish in

a ny large volume; except that prior to the war we did export frozen
salmon to both England and France, and possibly halibut.

Senate or MILLIKIN. I wonder if you could sunnarize for us where
we get fresh fish that is imported, where it comes from, where canned
fish comes from, that comes in here, and where frozen fillets come from ar
that come in here.

M r. ANDERSON. I would say that most of our fresh fish comes from
Mexico, Newfoundland, and Canada, and probably some from Cuba.

Senator MILLIKIN. Is that sizable! t.e
Mr. ANDERSON. Yes, that is quite an appreciable amount, particu- ver

larly from Canada.
Senator MILLIKiN. All right. Go ahead.
Mr. ANDERSON. Our salted fish is imported mostly for Puerto Rico. hac

It would come also mostly from Canada or Newfoundland. for
Senator MILLIKIN. Do we not get salted fish? What do you call tha

finnan haddie, for instance? Is that what you call a smoked fish?
Mr. ANDERSON. That is a smoked fish. last
Senator MILLIKIN. Go ahead. Ma
Mr. ANDERSON. Our frozen fish would come primarily from Canada, sie

from Newfoundland, from Icland, and recently some from Norway, si
and from South Africa, Cuba, Japan, Peru, and Chile. I think that was
would cover the most important cotutries, as to the frozen fish.
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Senator MILLIKIN. Now you are tip to your canned fish category.
Mr. ANDERSON. Some canned fish would come from Canada. Quite

a lot would come from Norway. That would be canned sardines.
Also canned sardines would come from France and from Portugal,
and canned tuna from Peru and Chile. And there are a number of
other countries that send in tuna in small amounts. I think there are
15 or 18 of them. Canned lobsters come from South Africa, New-
foundland, and Canada.

Senator 'MILLIKIN. What competition do you expect from Japan
when she is rehabilitated ?

Mr. ANDERSON. Well, that is a difficult question to answer. I think
the industry people who testified before the Merchant Marine and
Fisheries Committee, as I recall it, expected a lot of competition from
Japan when things are eventually straightened out.

Senator MILLIKIN. That was one of her great prewar businesses.,
was it not?

Mr. A.NDERSON. That is correct.
Senator MILLIKI.N. And we did import a lot of crabmeat and a

lot of other things of that kind into this country?
Mr. ANDERSON. Crabmeat and tuna and swordfish and things like

that.
,-enator MILLIKIN. That comes into direct competition with the

west coast, does it not. The tunafish factories and the crabmeat
processors, and so forth.

Mr. ANDERSON. Yes, sir.
Senator MIILLIKIN. All right.
Senator BYRD. Could I ask a question? What is the value of the

fish used for fertilizer purposes?
Mr. ANuERsoN. Practically no fish goes into fertilizer any more,

because the market for that is much lower than for fish meal, for use
in animal feeding. But about a third of the fish caught, about a bil-
lion and a half pounds, is used for fish meal or fish oil. But, as I say,
practically no fish goes into fertilizer any more. Fish used directly
for fish meal probably averages $40 per ton.

Senator BYRD. It did until recently, did it not?
Mr. ANDERSON. No, I would say it has been a good many years since

any appreciable amount has been used for fertilizer.
Senator BYRD. We have some fish in Virginia, in the Chesapeake

Bay, that are used for fertilizer.
Mr. ANDERSON. Yes, you use a small amount. But in comparison to

the total catch of your menhaden fishery, I think you will find it is
very small.

Senator BYRD. Some years ago that was a very large industry.
Mr. ANDERSON. There is still a very large industry based on men-

haden in Virginia and the coastal States. But the market for fish meal
for animal feeding is much greater than the market for fertilizer so
that is where the bulk of it goes.

Senator MLLIKIN. I remember, Senator Byrd, that just within the
last year or year and a half, I saw an enormous factory up in the Cape
May country. I say "I saw it"; you did not have to see it-you could
smell it. I was told they were using fish exclusively for fertilizer.

Mr. ANDERSON. I think they are using the term rather loosely. That
w;is the original use for most of the fish. This term is just like in a

86697-49-pt. 1-48
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lot of other things in the fishing industry. Up in Boston, for example,
they talk about their vessels as "steamers" although they no longer
use steam but only Diesel power.

The CHAMAN. Your imports for that purpose now are not very
heavy, are they?

Mr. ANDERsON. I don't recall that there is any fish product im-
ported for use as fish meal or fish oil.

The CHAIRMAN. At this time?
Air. ANDERSON. None, at any time.
Now, obviously they would use the waste from some of the products

that are imported. Take, for example, herring. They are imported
into Maine and canned there in the factories. The waste from the
canning process is made into fish meal and fish oil.

Senator MILLIKIN. Can you give us, in summary fashion, the type
of fish, our own domestic nsh production, coming down the Atlantic
coast, from New England, coming down to Georgia and Florida, and
going over to the Pacific coast? What is the nature of the fishing
that we do there?

Mr. ANDERSON. Well, starting with Maine, your primary fisheries
there are for herring. They are canned as sardines. Also, there are
lobsters. Then, of course, there are groundfish and there are some
shore fish of small varieties.

Then you run into your huge groundfish fishery off New England.
which is based on the cod and the haddock and the hake and the pollock
and the rosefish. There are also sizable flounder, mackerel, and whit-
ing fisheries there. In New England you start with your shellfish in-
dustries, your scallops and oysters particularly. Clams are found in
Maine, and from there on south, all the way south to Florida.

In the Middle Atlantic States you run into oyster fisheries and
scallop fisheries; also, there are whiting, flounders, and soles, and a
very large variety of fish that are not produced in as large amounts
as the groundfish. You get into such things as sea trout, sea bass,
shad, butterfish, and scup. Then you also run into your very large
menhaden fishery which is utilized almost exclusively for meal and oil.

During the recent years that has been the largest fishery in the coun-
try-running about a billion pounds annually.

As you go farther south, toward Florida, you pick up mullet and
other species, such as king mackerel, Spanish mackerel, pompano- Ia
varieties that are a little higher priced and not quite as abundant. C
You also run into your shrimp fisheries, starting about North Caro- fa
lina. That fishery goes clear around Florida and around the Gulf to fis
Texas.

Senator BYRD. Do not forget the soft-shell crabs in Chesapeake Bay.
Mr. ANDERSON. Thank you, Senator. ott
Senator BYRD. The best of all.
Mr. tNDERSON. In Chesapeake Bay you have a very prolific fishery 11 v

for soft-shell crabs, for example. C

Senator BYRD. Is that not the only area in which soft-shell crabs are
produced? 1re

Mr. ANDERSON. No; there are other areas. They do not produce Pac
them in nearly the volume that the bay does. N

Senator MILLIKIN. You have a very big canned-crab business in S
Louisiana. M
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Mr. ANDERSON. That is correct.
Senator MILLIKIN. I came across some canned crab from South

Carolina the other day. Does Florida participate in any of that crab
business?

Mr. ANDERSON. To some extent; yes, sir.
Senator MILLIKIN. Louisiana has an enormous shrimp business, has

it not?
Mr. ANDERSON. Yes. In the whole Gulf from Texas right on around

to Florida there is very large shrimp production.
Senator MILLIKIN. Now, what are the sources of competition as to

that particular domestic industry that you have described? Canada,
on the one side?

Mr. ANDERSON. Canada competes.
Senator MILLIKIN. And Mexico?
Mr. ANDERSON. Mexico.
Senator BYRD. Cuba?
Mr. ANDERSON. And Cuba; and then, of course, such countries as

Iceland and Norway-countries which produce frozen fillets.
Senator LUcAs. What are the categories of fish that we import into

this country which our fisheries do not produce?
Mr. ANDERSON. Oh, there are certain delicacies. They will import

Dover sole. for example, and varieties like that from Holland and
Enoland. We also import certain luxury products, like Portuguese
sardines.

Senator Luc. s. For all general purposes, then, we produce as far as
our fishing industry is concerned, the same type and kind as they do in
every other part of the world.

Mr. ANDERSON. Substantially, yes.
The CHAIRMAN. All of our higher priced sardines come from Nor-

way, Portugal, France?
Senator MILLIKiN. And Spain.
Mr. ANDERSON. Yes. Sardines and anchovies. Cocktail products.
The CHAIRMA-. Well, suppose you proceed now with your maps.
Senator MILLIKIN. Mr. Chairman, could I get just a little picture

now on the west coast in the same way ?
Can you give it to us fast?
Mr. ANDERSON. Well. starting in California you have some very

large fisheries. You have the tuna fishery, the mackerel fishery, the
California sardine fishery, formerly the most important. As you go
farther north, in Oregon and Washington you pick up the salmon
fisheries. They also have a tuna fishery, and they have a smaller
sardine fishery.

As you get into the Pacific Northwest, you also pick up more of an
otter trawl fishery for groundfish. As you go north into Alaska you of
course think first of the enormous salmon fishery there. Then there is
a very large herring fishery and a very large halibut fishery. The
groundfish fishery has not been prosecuted vet to any extent, but there
are large volumes of groundfish available there.

Senator MILIKIN. Do they have any fresh fish competition on the
Pacific coast?

Mr. ANDERSON. To some extent from Canada; yes, sir.
Senator MILLIKIN. Has Mexico sent anything out?
Mr. ANDERSON. Mexico also sends products into California.
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Senator MILLIKIN. Would the bulk of their competition be canned

products ,
Mr. ANDERSON. No, sir: I think competition from Canada and

Mexico would be fresh and frozen. Canada, for example, sends in
fresh and frozen halibut, fresh and frozen salmon, and also some
groundfish.

Senator iMILLIKIN. While the Japanese were going. they gave quite
a little competition in crab meat.

Mr. ANDERSON. That is correct.
Senator MiLLIKiN. All right. Thank you very much.
The CHAIRMAN. You may proceed with your charts, Mr. Anderson.
Mr. ANDEsoN. The next chart is entitled "U. S. Imports of Ground-

fish Fillets for Consumption. 1938-48."
Beginning in 1938, as the chart shows, the imports of groundfish

fillets were about 10,000,000 pounds, and remained so until 1941. Then
they started a very definite climb and have continued that way ever
since, to 1948, when they reached a record total of about 54,000,000
pounds. In 1938, as I say, they were only 10,000,000.

The decline in 1947 was caused by a drop in the imports from
Canada. For about 5 months there was a labor dispute there, and
the vessels were tied up. so they didn't produce the fish they normally
would have.

Senator MuLLiKLN. I want. to peg the point again: Did you have an
increase in domestic production comparable. or whatever the relation
may be, to that ascending line on that chart that you have just shown
us?

Mr. ANDERSON. The next chart will show that.
Senator MmLIKiN. I see. Go ahead.
Mr. ANDERSON. This chart is entitled "Index of Poundage of Pro-

duction of Frozen Fishery Products and Index of Poundage of U. S.
Imports of Groundfish Fillets for Consumption." It also covers the
period from 1938 to 1948.

In this chart we are taking 1938 as 100. As to the question you just
asked, this shows the increase in United States production of frozen
fishery products over this period. It is about 62 percent. At the same
time, the imports of groundfish fillets went up to about 489 percent.

Senator MILIAKIN. What was the increase in our population during
that period?

Mr. ANDERSON. In 10 years? I am sorry. I couldn't say off-hand.
Senator MILLIKIN. Twenty-five or thirty million people?
Mr. ANDERSON. No, in 10 years I wouldn't think it would be more

than 10 million. I am told it is no more than 10 million.
Senator MILLiKIN. Is that United States production line in terms l(

of per capita consumption. or in terms of poundage. or what .
Mr. ANDERSON. This is in terms of actual poundage. In other words, Va

our production, so far as volume is concerned, increased about 62 per- bee
cent in that 10-year period. Whereas the imports increased-I think
the figure is'489 percent. intc

Senator MILIuKIN. Now, you will have a chart. I assume, on our s
domestic production. is a,

Mr. ANDERSON. I think that will come up, yes, sir. IV
The next chart is entitled "Percentage Relationship of Imports of T

Groundfish Fillets to United States Production of Frozen Fishery
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Products." This also covers the period from 1938 to 1948. In 1938,
the imports represented 5 percent of our frozen fish production. In
1948 that has gone up to 18.6 percent.

The CHAIRMAN. That is frozen fish?
Mr. ANDERSON. Yes. sir. That is frozen fish. The picture is about

the same when you compare our production of fillets with imported
fillets. The figures there, as I recall them, are about 91/2 percent in
1938, and about 34 percent at the present time.

This chart is entitled "Relationship of Duties and Import Prices
of Fresh and Frozen Fillets." for the years 1939, 1943. and1948.

Beginning in 1939, they changed the duty on groundfish fillets en-
tering this country. The first 15,oooo pounds, or 15 percent of
the previous 3 years' consumption entered at 17/8 cents per pound.
Everything over that paid 21 ., cents per poind. but there was no
limit: you could import as much as you wanted. But at that time,
in 1939. when you had duties of 17/8 cents to 2 1/2cent, the value of the
fillets at the (anadian border was only 6.7 cents. Since that time
the price of fishery products has been going up.

In 1943, the duties remained the same. but the value of the fillets
has gone up to 16.6 cents.

In 1948, the duties were ,till the same. but the values of the fillets
have gone to 20.4 cents.

The next chart will show that relationship a little differently.
Senator MILLIKIN . What has increased the value of the fillets that

much ?
Mr. ANDRS.O.%. Labor costs, for example. They pay the fisherman

more for his fish. They pay the laborer more for his hire. Packag-
ing costs more.

Senator MILLIKI.N. Has there been any shortage of fish?
Mr. AN-DERSON. No, I don't think shortage of &'si has had anything

to do with it.
This chart is entitled "Relation of Import Duty to Import Price of

Fresh and Frozen Groundfish Fillets." It covers the ears from 1939
to 1948 and shows the protective effect. In other words, in 1939,
when the price of fillets was 7.6 cents the duty amounted to 33 percent.

At the present time, when the price of fillets has gone up to over
20 cents, the duty only amounts to 12 percent.

Senator MILLIKIN. What do you draw from that?
Mr. ANDERSON. Well, I think the obvious conclusion is that it is

much easier for the importer to market his fish in this country.
The CHAIRMAN. Whv is it much easier?
Mr. AN-DERSON. He las a much lower duty to pay now than he did

10 years ago in proportion to the value of the fish.
The CHAIM3 fAN. You mean the duty is lower in proportion to the

value. Measured by the value of his fish, the duty is the same, but it
becomes lower as that price goes up.

Mr. ANDERSON. It is less of a hindrance to him in shipping his fish
into this market.

Senator MILLIKIN. You do not have an ad valorem duty! There
is a specific duty?

Mr. ANDERoS. Yes, sir. There is a specific duty.
The CHARIMAN. All right.

749
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Mr. ANDERSON. You see, 10 years ago, about a third of the value
of his product had to be paid in duty before he could put it into this
country.

The CHAIRMAN. Of course, all rising prices reduce the effective rate
of a specific duty.

M1r. ANDERSON. Of a specific duty; yes, sir.
The CHAIRMAN. They are bound to.
Mr. ANDERSON. The next two charts show some of the advantages

that the foreign countries have in producing their products. Tis
chart is entitled "Average Price of Cod as Landed in United States
and Canada." It covers the period from 1936 to 1945.

In 1936, there was a difference of only about 1 cent in the price of
cod in the United States and in Canada. That price difference now
has changed to about 21/2 cents. Canada is buying its fish about 21/2
cents cheaper than the United States producers do. That automati-
cally makes a price difference of about 6 cents in the manufactured
fillet, because it takes 21/2 pounds of raw fish to make one pound of
fillet, the fillet being only the edible portion of the fish, one side of it.

Senator BYRD. What recovery do you get from the rest of the fish?
Mr. ANDERSON. The rest of the fish in practically all instances is

made into fish meal. They call it whitefish meal.
Senator BYRD. What percent does that represent?
Mr. ANDERSON. That represents about 60 percent of the fish, for cod.

It varies with different fish. With rosefish, you recover only 30 per-
cent for fillets. You don't lose the remainder but you do have to turn
about 70 percent into waste for manufacture into fish meal and oil.

Senator BYRD. You are speaking of quantity, or dollars?
Mr. ANDERSON. I am speaking of the poundage basis.
Senator BYRD. How much would it be on a money basis? In other

words, what percent of the byproducts of the fish result in cash in-
come, as compared to the percentage of the fish that is edible?

Mr. ANDEISON. I am sorry. I couldn't answer that. Possibly one
of the industry witnesses who will appear later could.

Senator MnILIKiN. Is that differential due to a differential in labor p
costs? b

Mr. ANDERSON. I presume it is due to the fact that possibly living is
standards are lower in Canada. They pay less to their fishermen. This
chart indicates the price to the fisherman.

Senator MIuiiuN. The fish in the ocean does not have a price tag
on it. So the question is how much it costs you to get it out. Ca

Mr. AwDRSON. That is right. I
Senator MumKIN. And I am trying to develop what the reason is inc

for that differential.
Mr. ANDERSON. Well, the actual reason is that we just pay our 2

fishermen more here for catching the fish than they do in these other fille
countries. S

Senator BYRD. How much more. What percent? I
Mr. ANDERSON. In 1945 the different prices were about 3 cents Uni

and 6 cents; not quite double. Se
Senator BYRD.Those figures are what the fishermen get? Ame
Mr. ANDERSON. Those are what the fishermen get. do ir
Senator BYRD. It is on a pound basis, 3 cents a pound as compared Mr

to 6 cents a pound I the f
Mr. ANDERSON. Yes, sir. plant
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Senator MILLIKIN. Does the working fishermen get paid by the day,
or by hour. or does he get a part of the return? Or how is he paid?

Mr. ANDERSON. Normally, in most cases, he gets a share in the
catch.

Senator MILLIKIN. Does he have a base pay which is on top of it, or
does he gamble on the return?

Mr. ANDERSON. Usually he doesn't have a base pay, although in
some instances there may be a very nominal figure that he would get
if the vessel broke down, or they didn't catch any fish at all. But
normally he is paid solely on a share in the catch.

Senator MILLIKIN. I do not quite see where the wage differential
comes, then. A ship goes out from a Canadian port and it captures
a given amount of fish. A ship goes out from an American port and
it captures a given amount of fish. Is the labor involved in both
of those ships figured on the same basis? Do they work on the same
basis, to wit, a share of the product?

Mr. ANDERSON. They put in substantially the same amount of work;
yes sir.

Senator MILLIKIN. But as to the return for that work, do we give a
larger percentage of the product to the working fisherman?

Mr. ANDERSON. There will be some industry witnesses here who
can answer that. That would vary throughout different countries.
In our country I think we do give a larger share to the fisherman.

Senator MILLIKIN. I think it is very important that we account for
the differential.

The CHAIRMAN. Perhaps some of the industry witnesses will cover
that point.

Mr. ANDERSON. This chart is entitled "Comparison of Groundfish
Processing Costs." It covers the period from 1938 to 1948. In 1938
and 1939 the difference in processing cost was very small, only about a
half cent. As we get up to 1947, we find that the difference in pro-
cessing cost between the United States and Canada was over 4 cents.

The figures for 1938 to 1944 are based on actual cost in processing
plants. We had no data from 1944 to 1948, so we extended it on a
basis of over-all industry wages. On this basis the difference in 1948
is 4 cents.

Senator BYRD. Are those wages on an hourly basis in the process V
Mr. ANDERSON. On an hourly basis.
Senator BYRD. What is the difference between the rate here and in

Canada?
Mr. ANDERSON. I couldn't tell you the exact wages, but I think the

industry witnesses, again, can testify as to that.
Senator BYRD. You have it on a pound basis, as I understand it.
Mr. ANDERSON. This is on a pound basis, on producing 1 pound of

fillets.
Senator BYRD. And what is the difference, as to the pound basis?
Mr. ANDERSON. In 1948 in Canada the costs were 15 cents. In the

United States they were a little over 19 cents; about a 4-cent difference.
Senator MILLIKIN. Now, a boatload of the raw fish comes into an

American port. What does this processing involve? What do you
do in the way of processing?

Mr. ANDERSON. This processing would include the costs of handling
the fish after the vessel was unloaded, handling it in the processing
plant. cutting the fillets, and packaging it.
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Senator MILLIKIN. The processing plant would include the ref riger-
ating plant?

Mr. ANDERSON. It might not include a refrigerating plant, because
frequently the fish are prepared in a small individual plant, and then
they are transferred to a large cold-storage warehouse and frozen.

Senator MILLIKIN. It might be a canning plant ?
Mr. ANDERSON. No, this wouldn't cover canning.
Senator MILLIKIN. You are talking just about frozen fillets.
Mr. ANDERSON. Yes, sir.
Senator MILLIKIN. So explain it again. We have landed our fish

at the dock? What happens?
Mr. ANDERSON. You would land your fish at the dock. The vessel

would be unloaded and the purchaser of the fish would take the fish
to his particular plant.

Senator MILLIKIN. Now, that plant would be what? That would
be designed to freeze, or to do what?

Mr. ANDERSON. No; that plant normally would be designed only to
fillet the fish. The freezing would be done in a large cold-storage
warehouse.

Senator MMLI1IN. I see. Then it moves on to that other step, of
freezing.

Mr. ANDEso-. That is right.
Senator MmLIKIN. But your costs include all of these factors.
Mr. ANDERSON. That is right, except the freezing.
Senator MuL.IxIN. The handling at. the dock, the getting of the

fish to this filleting plant? Do you call it a filleting plant, or what do
you call it?

Mr. ANDERSON. A filleting plant.
Senator MILLIKIN. And then it goes from there to the refrigerating t

plant?
Mr. ANDERSON. That is rio'ht.
Senator MILLIKIN. And tfese are all the costs that are included. c

And roughly there would be the same items in Canada as there would a.

be in the United States. T

Mr. ANDERSON. Yes, sir. T'
Senator MILLIKIN. All right. Sc
Mr. ANDERsoN. And this chart shows the imports of another prod- of

uct, and how it has increased in recent years. The chart is entitled, w,

"United States Imports of Shrimp." And it covers the period from r

1938 to 1948, with the last year being estimated. Pr

Most of the shrimp are imported from Mexico. As you can see, the
from 1938 up to about 1942 the level remained around 4,000,000 pounds sh

and then started up, and it has increased very appreciably in the last be
2 or 3 years. Eu
Senator MILLIKIN. Has there not been a very substantial increase of f

in the consumption of shrimps, due to the ability to refrigerate them situ
and ship them in modern days as distinguished from older times? situ

I remember, for example, that you could not get a fresh shrimp in proc
Denver at one time. Now, however, we can get as fresh a shrimp in T
Denver as you can get any place. were

Mr. ANDERSON. I think that is true. The catch of shrimp has in- In t

creased somewhat in recent years. More shrimp have been sold fresh last.
and frozen and fewer have been canned. see r
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The CHAIRMAN. Well, they have the frozen, and they have the dry
pack. And you say that the shrimp catch in the United States off our
shores has remained about the same?

Mr. ANDERSON. The over-all catch for the United States as a whole
has increased from 150,000,000 in 1940 to 191,000,000 in 1945 and is
estimated to be about 175,000,000 pounds for 1948.

The CHAIRMAN. And there has been a noticeable fall-off in shrimp
catch off our coast?

Mr. ANDERSON. I think that is true for the last year or two.
The CHAIRMAN. Yes. It takes twice as many boats to bring in the

same number of shrimp.
Mr. ANDERSON. And I think you will find also that the catch per

boat over the country has fallen off. They have put more boats into
the fishery and maintained the same volume.

The CHAIRMAN. For a while it looked like we were headed toward
a depression of the shrimp industry along our immediate coast, due
to the enormous catches that were made; that is, the constant dragging
for them all the time.

Senator MILLIKIN. I did not get a quite satisfactory answer to my
question as to whether the consumption per capita has increased in
the shrimp business.

Mr. ANDERSON. I think it has, because the over-all catch has in-
creased somewhat and imports are greater.

Senator MILLIKIN. But that might account for your imports. That
is exactly what I am driving at. That might account for the increase
in imports. And the question, I suggest, is important.

Mr. ANDERSON. Well, I think it has increased.
Senator MILLIKIN. If your domestic industry continues to produce

on a level, and if your domestic consumption has increased, obviously,
that might have a bearing on your imports.

Mr. ANDERSON. I think that is true. Because although the shrimp
catch has increased slightly since 1940, our population, of course, has
also gone up, but, at the same time, less canned shrimp has been pro-
duced, and more of that has gone into fresh and frozen products.
Then, on top of that., the imports from Mexico have become greater.
So there probably has been some increase in per capita consumption
of shrimp. Certainly it has been more widely distributed and is more
widely available throughout the country.

The next chart is entitled "United States Exports of Edible Fishery
Products." It covers the period from 1934 to 1948. The top line of
the graph shows the total exports of United States edible fish. The
shaded portion shows the volume that goes to Europe. And, as might
be seen, the exports to Europe represent the bulk of the exports.

In 1934 the total exports were 118,000,000 pounds. The exports to
Europe were 61,000,000. During the war period, of course, the ex ports
of fishery products increased tremendously because of the lend-lease
situation. A very large amount of fishery products, canned fishery
products especially, was shipped to Europe.

The decline in 1944, I believe, was due to the fact that the pipe lines
were pretty well filled then, and there wasn't the need to ship as much.
In the postwar period the exports started up again, but during the
last year, 1948, they have dropped very sharply, and again, there, we
see no reason to believe that the trend will be other than down. All
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the reports we get on exports, primarily from salmon and sardine
packers, are to the effect that their markets are almost nonexistent.

Senator MlaaKIN. What foreign countries produce canned salmon
Tutir..DERSON Russia used to produce it, and presumably still does,

but it is a closed area now, and we have no record on it. Canada pro-
duces a large amount in British Columbia.

Senator "MILLIKIN. Is the reason, then, for that decline the dollar
shortage?

Mr. ANDERSON. I would assume so. That seems to be the case par-
ticularly in England. The reason they have given for not purchasing
salmon is that they feel they can use their dollars to better advantage.

Senator MILIKIN. Are they rutting any kind of trade hurdles
against us that we cannot get over.

Mr. ANDERSON. Not in the case of salmon, other than that they are
short of dollars. I have heard recently that they were negotiating
with Russia to buy salmon.

Senator MILLIKix. That sort of touches what I am getting at. Are C
the import quotas and the exchange restrictions and the other hurdles
that they have in all those countries tending to destroy our competitive
position there? I

Mr. ANDERSON. Exchange certainly is. That seems to be the prob-
lem that we run against every time. For the Department of Agricul-
ture, we had one of our marketing specialists visit a number ofcoun-
tries in Europe to see what the condition was insofar as markets for
United States fishery products were concerned: how they could be
developed. The primary reason that he found in all countries for not
purchasing fish was lack of dollars.

Senator MILLIKLN. Of course, they have their own fish that they A
can eat.

Mr. ANDERSON. That is true. pr
Senator Mii.IuKIN. And they can shift, from one type of fish to m

another and supply a considerable part of their needs with their own tih
domestic fish. Is that not correct? spe

Mr. ANDERSON. That is correct. He found that a number of their $8,"
countries were building up their own fishing fleets, developing their
own fishery resources, and other countries, that formerly purchased
from the United States, were now buying from countries in Europe S
that had started to produce increased volumes of fish, and where, of N
course, they did not have to use dollars. S

Senator MILLIKINx. And the development of the industry. that is K.
going on over there will, of course, add additional import pressures in that
this coutnry, will it not? S

Mr. ANDERSON. Those are the reports that we get; yes, sir. M
The next chart shows a specific product that is exported. It is en- mill.

titled "Exports of Sardines from the United States, 1934-38 Average, egg
and 1939-48 Annual." Se

In the period from 1934 to 1938, we exported 42,800,000 pounds of Iigur
sardines. Exports increased very abruptly during the war period, M
when they were used during lend-lease. In the postwar period exports that
still were fairly high. But in 1948 they declined to around about are i
20,000,000 pounds. Mr

Senator MIuWKIN. It dropped below 1934 and 1938? we e'
about
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Mr. ANDERSON. Yes; it has dropped to a little over 20,000,000
pounds, as compared to 42,800,000 pounds in 1934.

Senator MLLKIN. How do you account for that?
Mr. ANDERSON. It is the same situation. The countries that are

buying the sardines apparently have other products that they prefer
to spend their dollars for.

Senator MILLIKIN. Most of those seaboard countries over there have
their own sardines, have they not?

Mr. ANDERSON. Some of them do; but they are of a different type,
again, as I explained previously. Take the Philippines, for example.
They have no developed fishery for sardines of the type that we pro-
duce; and at one time that was a very large market.

Senator MILLIKiN. Let me get it clear, again: To which countries
did we export our sardines at the beginning of the time represented on
your chart there?

Mr. ANDERSON. During this period a large portion went to such
countries as the Philippines. and to other Asiatic countries, to some
countries in South America and the Caribbean, and some to Europe.

Senator MILLIKIN. Have we been an important factor in competing
in sardine-producing countries in Europe with our own sardines?
In Portugal, in Spain, in Norway, in Sweden?

Mr. ANDERSON. I would say, "No." I believe not.
Senator MILLIKIN. So our market has been in countries which do

not have important sardine industries.
Mr. ANDERSOx. That is correct.
Senator MILLKIN. And that has dried up?
Mr. ANDERSON. Yes, sir.
The next chart is entitled "ECA Purchases Visualized and Actual

Allocations of Certain United States Products."
There was some hope in the fishing industry that under the ECA

program considerable aid would be given to the developing of export
markets. In coal, for example, for the first 9 months they visualized
that participating countries would spend $191,500,000. They actually
spent $162,800,000. In meat they visualized that they would spend
$8,900,000 and they spent $11,100,000

Senator MILLIKIN. How much?
Mr. AN.%DERSON. 11.1 million dollars, a little more than was visualized.
Senator MILiKIN. Is that edible horse meat?
Mr. AN-DERSON. Edible horse meat.; yes, sir.
Senator MILLIKIN. Canned? Or how do they ship that horse meat?
Mr. ANDERSON. I am sorry, I couldn't say. That was the figure

that was given to me. That is for edible horse meat.
Senator M1[ILLIKIN. All right.
Mr. ANDERSON. In fish, they visualized that they would spend 31.1

million dollars, but they have only been able to spend $800,000. In
eggs, they visualized spending $16,700,000, and they spent $5,100,000.

Senator MILLIKIN. What are the reasons assigned for the actual
figure on fish as distinguished from the anticipated figure?

Mr. ANDERSON. I think someone from ECA probably could explain
that better, because there are apparently details of its program that
are involved.

Mr. JACKSON. What we wanted to explain there, Senator, was that
we expected to get some relief from exports, and it just didn't come
about.

755



756 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

Senator MIurKIN. I was wondering why it did not come about.
Mr. JACKSON. We have a letter from ECA which we could put in

the record.
The CI-[AIRMAIN. The ECA does not buy. They simply finance the

purchase. And if the foreign country does not want to buy the fish,
of course. they do not finance the purchase. That is the explanation
they give with reference to other products, and I suppose it would
apply to fish as well as to other food products.

Mr. JACKSON. But they do buy it from Newfoundland and Canada
and the countries we can't compete with. They do buy it but not
from us.

The CHAIRMAN. Well, they finance purchases. 1 suppose.
Mr. JACKSON. They finance purchases..
Mr. ANDE.RSON. There has been some mention made previously of

the assistance that other governments were giving to their fisheries, and
presumably, directly or indirectly, that results in pressure on our
market here. This chart was drawn up to show some of the govern-
mental programs that are under way in a number of countries through-
out the world. They include such things as federal loans, subsidies,
production or marketing programs. exploitation and development
programs, exploratory wor , inspection and extension services, gov-
ernment-owned plants, government schools for fishermen, concessions
to outside interests, and state-owned operations.

Senator MhLLIKLN. Do you have that in the form of a memo?
Mr. ANDERSON. We have it in part. It could be developed. n
Senator MILLIKIN. It would not be much trouble to relate your

legend to your map, would it?
Mr. ANDERSON. We could do that for the record.
Senator Mriu.IKIN. I think it would be a good thing to get in the

record. Because what we are talking about here would be entirely
unintelligible to anyone who reads the record.

Mr. ANDERSON. We will be glad to produce that for the record.
The CHAIRMAN. All right.
(The information and maps referred to are as follows:) go

AID TO THEIR FISHERIES BY FOREIGN GOVERNNMENTs

Argentine: Government 5-year program for expansion of fisheries.
Barbados: Government operating schools for fishermen; Government subsidie

to fishermen. Lo
Brazil: Government-sponsored fish trust to handle all sales of fishery products. Sub
Canada: Subsidies to build fishing boats; governmental exploratory fishing Pro

vessels; $50,000 for extension and educational work in cooperatives, producing, Ex
and selling: Federal inspection of canned and salted fishery products and fresh- EXIn
water fish; $150,000 for loans to fishermen for boats and gear. Ihnsr

Nova Scotia: Provincial inspection service of fishery products; schools and Own
scholarships for fishermen; loans to fishermen and fishermen cooperatives. 8ch,

Quebec: Thirty-seven cold-storage plants owned and operated by the Con,
Province. tat

Saskatchewan: Government-built fillet plants: Provincial fish marketing
board to market all fresh-water fish.

Chile: Government corporation ($25,W,000 from U. S Export-Import Bark)
promotes increased fishing and finances canning and freezing plants; subsidies
granted for new freezing plants.

Costa Rica: Export of fishery products promoted by Government.
Cuba: $420,000 fund set up as subsidy for fisheries; governmental schools for

fishermen.
Ecuador: Concession granted to French interests to build tuna cannery.
Mexico: Subsidies for use of fishermen cooperatives.
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Newfoundland: Government Salt-Fish Marketing Board; Government stand-
ards and inspection of frozen fish, especially, fillets.

Peru: Subsidies granted to fishermen.
St. Pierre and Miquelon: $5,000,000 subsidy for fishing vessels and freezing

plants; Government-built and operated filleting plant.
Venezuela: $18,000,000 Government corporation promotes fishery loans granted

to fishermen; exploratory fishing by Government.
Belgium: Governmental loans to fishermen.
Denmark: In 1949 started exploratory fishing.
Germany: Four schools for fishermen.
Gold Coast: Fishery expansion program started.
Great Britain: Government loans and subsidies to fishermen in England and

Scotland; exploratory fishing carried on not only in near-by waters, but the waters
in the North Atlantic off the west and east coasts of Africa and in the Indian
Ocean; governmental-backed program of expansion of fisheries in the colonies.

Greenland: In 1948 Government announced 5-year fishery expansion program.
Iceland: Governmental fish marketing board; loans to fishermen, exporters,

and freezers; exploratory fishing to expand fishing grounds.
Norway: Governmental 4-year expansion program of the fisheries; 64 freezing

plants and several canneries being built by Government.
Portugal: Government-sponsored exploratory fishing.
Union of South Africa: Government-sponsored export marketing company for

spiny lobster tails; Government fishery development corporation ($4,000,000) to
finance new canneries, cold-storage plants, and fishing harbors; exploratory fish-
ing carried on in Tristan da Cunha and Prince Edward Island.

U. S. S. R. (Russia) : Fisheries owned and operated by the government; in
1948, exploratory fishing by two fleets of vessels carried on in the North Atlantic;
5-year expansion program for the fisheries both in Europe and east Asia.

Australia: Loans to fishermen for gear and vessels; several schools for fisher-
men; government-sponsored fishermen cooperatives and marketing firms; explora-
tary fishing to expand fishing areas and demonstrate modern methods of fishing.

Tasmania: Exploratory fishing.
Ceylon: Government-sponsored exploratory fishing; government marketing of

fish by offshore vessels.
India: $500,000 fund set up as subsidy to build fishing boats, freezers, and

canneries; exploratory fishing to expand fishing grounds and teach fishermen
modern fishing methods: loans to fishermen.

Iran: Government-sponsored fishing company to catch and market fish.
Japan: School for fishermen: government-sponsored cooperatives for fisher-

men.
Philippine Islands: Loans to fishermen cooperatives; schools for fishermen;

government-sponsored development program for the fisheries: exploratory fishing.

Gorernmental ftshcvy legend

Loans -------------------------------------------------------------- 1
Subsidies ------------------------------------------------------------ 2
Production and marketing --------------------------------------------- 3
Exploitation and development program ---------------------------------- 4
Explorations --------------------------------------------------
Inspection and extension services -------------------------------------- 6
Owned plants, etc ---------------------------------------------------- 7
Schools (for fisheries) ------------------------------------------------ 8
Concession to outside interests -------------------------------------- 9
State-owned operations ---------------------------------------------- 10
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AFRICA
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Mr. AwNDtSON. This shows that this program is pretty well world-,
wide. For example, in South Africa, the Government is giving con-
siderable assistance in developing a sardine industry, which is taking
away some of our markets for sardines in Asia.

Senator BREWSTER. Were they the ones responsible for stimulating
this import of a substitute for lobster? There are a good many of
these African tails that come in.

Mr. A;DERSON. Yes, the Government has lent assistance to the pro-
ducers of what they call spiny lobster, or rock lobster.'

This is the final chart.

763



764 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

The CHAIRMAN. I have no questions.
All right, Mr. Jackson.
Mr. JACKSON. I would like to offer this series of charts for the

record, Mr. Chairman.
The CHAMMAN. All right, sir. It may go in the record.
(The charts referred to are as follows:)

THE U..FISHING INUSIM Y FACES FACTS/
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U.S FOREIGN TRADE IN EDIBLE FISHERY PRODUCTS
%. 1934-1938 AVERAGE AND 1939 TO 1948 ANNUAL TOTALS

The average Imports from 1934-88 of $28,665,000 have increased to $90 000,000 for the first
10 months of 1948, with an estimated total for the entire year of 1948 of $100,000,000.
Exports have increased from a 1984-38 average of $12,900,000 to a total of $17 565,000
for the first 10 months of 1948, with an estimated yearly total of $20,000,000. Tie above
figures indicate that imports will continue to increase while exports continue to decrease,
creating an even greater excess between the two than is indicated in the above chart.

U.S. IMPORTS OF GROUNDFISH FILLETS FOR CONSUMPTION, 98-1948
"I LLI_

PoumidO~ 1___ J _____ 1 ___ __ 1 1___ 1. ___ 1 ____ ___

50-

30

20-

I0

,o / /__ ___ ___ ____________ ___ ___ __

136 39 40 41 42 43 44 45 46 47 48
(Oroundfish fillets include cod. haddock, hake. cusk. pauoch and rosens)

A comparison of United States imports of 9.454.000 in 1938 and a total of
53.53S.000 in 1946 shows an increase of more than 400%

(Groundfish fillets include cod, haddock hake, cusk, pollock, and rosefih.)
A comparison of United States imports of 9,494,000 in 1988 and a total of 53,585,000 in

1948 shows an increase of more than 400 percent.
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(Groundflsh fillets include cod, haddock, hake, cusk, pollock, and rosefish.)

With a starting Index in 1939 of 100, Imports have increased 489 percent In 1948, whereas
U. 8. production has increased only 62 percent for the same period of time.

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

INDEX OF POROAGE OF PRODUCTION OF FROZEN
FISHERY PRODUCTS

AND

INDEX OF POUNDAGE OF US IMPORTS OF
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PERCENTAGE RELATIONSHIP OF IMPORTS OF GROUNDFISH

TO U.S. PRODUCTION OF FROZEN FISHERY PRODUCTS

FILLETS

1938-1948

19-

16

15

14-- __ __ __

0 - -

6--

5 -- -

0
a9339 40 41 42 43 44 45

(Groundfish fillets Include cod, haddock, hake, cusk, pollock, and roseflsh.)

Imports of groundfish fillets only represented 5 percent of the U. S. frozen fishery products
in 1938, but have reached a peak of 18.6 percent in 1948.
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RELATIONSHIP OF
DUiMES AND IMPORT PRICES OF FRESH AND
FROZEN FILLETS, 1939.1943, 1948

is
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o
1939 1943 1948

While the reduced-quota duty and regular duty have remained constant from 1939 throuh
1948, the price of fillets, f. o. b. Canadian border, have nearly tripled in value. The
prevailing duties with such high prices constitute a barrier of little consequence.
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RELATION OF IMPORT DUTY TO IMPORT PRICE
OF FRESH AND FROZEN GROUP NDFISH FILLETS

40 41 42

1939-1948 (Protective effect)

u 15I

20i _ _ __ _II_ _

0 ~

The protective effect of the Import duty to import prices rereented 32.9 percent in 1939,but has decreased to 12.2 percent in 1948. It ceases to be effective as a protective duty.

AVERAGE PRICE OF COD AS LANDED IN UNITED STATES AND CANADA, 1936-1945

0z
0

a.

IL

1z
Va

z

44 45 46 47 48

The average price of cod landed in the U. S. rose from 2.06 cents in 1936 to 6.06 cents in
1945, whereas the Canadian average price of cod rose from 1.27 cents to only 3.6 cents In
the same period. Later figures are not available. These increases have resulted in
Canada enjoying a competitive position on raw material cost more than twice as favorable
in 1945 an in 1986.
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COMPARISON OF GROUNDFISH PROCESSING COSTS

1939 40 41 42 43 44 45 46 47 48

United States groundfish processing costs increased from 7.3 cents per pound in 1939 to
18.1 cents per pound in 1944, whereas similar Canadian costs increased from 6.7 cents
per pound in 1939 to 18.5 cents per pound in 1944. The difference in processing cost
favored Canadian production to the extent of only 0.6 cents per pound in 1989, but in
1944 had increased to 4.6 cents per pound. Processing costs from 1944 to 1948 are not
available, but a projection on the basis of United States and Canadian all-industry-wage
data indicates very little change with a differential of 4 cents per pound in 1948.
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I DEdLINING EXPORTS
MAINLY A-FECTIN CANNED
SARDINES! AND SALMON

/ 4-77

o i'
338
AVE.

771

EST.
Total exports have decreased from an average In 1934-38 of 118,300,000 pounds to 71,600,000

pounds for the first 9 months of 1948, with the yearly estimate of 86,000,000 pounds for
1948. Of these totals the amount exported to Europe in 1934-38 average represented
61,900,000 pounds, whereas at the end of 9 months in 1948 it had dropped to 13,900,000
pounds, with an estimated yearly total in 1948 of 17,000,000. Such sharp declines Indi-
cate a nonexistent export market in the near future
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0L
34-38

AVE

EXPORTS OF SARDINES FROM
-'4-19:8R AVERAGE AND 193

UNITED STATES

39 40 41 42 43 44 45 46 47 48

EST

Exports have decreased from 42,820,000 pounds In 1934-38 average to a 10-month total
In 1948 of 15,800,000 pounds, with an estimated yearly total in 1948 of 20000,000 pounds.
At the present rate the sardines-export market will have soon diuappeare.
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E C A PURCHASES
VISUALIZED AND ACTUAL ALLOCATIONS

OF CERTAIN U.S. PRODUCTS
ZOFOR NINE MONTHS BEGINNING APRIL 1- 1948
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B. C. A.'s visualized purchases of fishery products amounted to $31,100,000, but actual
fishery purchase allocations only amounted to $800,000.

Mr. JACKSON. The next witness will be Captain McHugh of the
Atlantic Fisherman's Union. He can answer the question you asked
about wages.

Captain McHughI

STATEMENT OF PATRICK 3. McHUGH, SECRETARY-TREASURER,
ATLANTIC FISHERMAN'S UNION

Mr. McHuGH. My name is Patrick McHugh, secretary and treas-
urer, Atlantic Fisherman's Union. This union is composed of ap-
proximately 4,500 fishermen of New England.

In answer to your question sir, as to the reason for the difference
in price, I have a letter here irom Newfoundland, which we recently
received. They were asking us to help them to organize, because
of the conditions they have to work under down there.

In Newfoundland the fishermen get 3 cents a pound for fish. We
up here get an average of about 9 cents per pound. On our boats

0100
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here, the crews are paid at the rate of 60 percent of the catch, after
deducting expenses. The owner gets 40 percent.

In Nova Scotia and Newfoundland the crew gets 371/2 and the
owner gets 62%.

Senator MLLIKIN. Does the fisherman furnish any equipment of
his own up there where he does not here?

Mr. McHUGH. No, the only difference is that here we pay for the
food, oil ice, and so on, and down there they pay for food alone.

Out of the 371 percent, they pay for the food, and then the rest
is split up between them. So it is almost a reverse of what we have.

Senator MILLIKIN. Let me get that clear, now. What is the situa-
tion in that respect in Newfoundland?

Mr. McHUGH. The fishermen are paid on the basis of 371/2 percent.
Senator MILLIN. And the fisherman furnishes what?
Mr. McHUGH. His food. Up here. we get 60 percent. and we pay

for the food, the oil, and the ice used on the trip.
Senator .ILLIKI.N. Would that roughly bring the two into line?
Mr. McHum-r. No. sir.
Senator MILLIKIN. We pay inore?
Mr. McHrcGH. It is a much better system here. In addition to

that, our men out of Boston have a guarantee; regardless of whether
the boat catches anything or not, or if she breaks down on a trip and
has to come home after any number of days, our men have that
guarantee of not less than $5 a day clear of everything. The owner
then must pay all the expense.

Again. we have a 12-hour day.
Senator MrLLIKI.N. Suppose the catch exceeds the $5 a day?
Mr. MCHUGH. Then the men share.
Senator MILLIKIN. But if the catch is less than $5 a day, they get

$5 a day?
Mr. MCHUGH. Anyway. And the owner pays the expense. Again,

we have a 12-hour day, 6 hours on watch and 6 hours off, around the
clock, all year round. Down there they have no stated hours. They
work whenever they are wanted to, and as long as they can stand.

Senator MiLIKIN. That is in Newfoundland?
Mr. McHUGH. In Nova Scotia and Newfoundland. And when

we come in off a trip, we have a couple of days home. Those men have
no time ashore. They come in in the morning, and they will sail that
night if the vessel is ready. The only time ashore is when she is dis-
charging and getting her supplies for the following trip.

In addition to that, according to this letter, their help get from 35 3
cents to 60 cents an hour with no overtime. The girls get 35 cents se
an hour. and they work them up to 15 hours a day. The men get tc
60 cents an hour and they work them as long as they want to.

Senator MILLIKIN. You are talking about the processing plants?
fr. McHUGH. This is the shore help. The shore workers that han- tr.

dle the fish.
Senator MILLIKIMN. At the dock?
Mr. McHuO-H. At the dock, when the fish is discharged. it goes up Ice

to be filleted, and boxed, and packed and wrapped.
Our shore workers get a minimum of $1.08 an hour to %1.43 an hour,

with time and a half after 8 hours, and double time for Sundays and Oil
holidays. So it is easy to see when you pay 35 cents an hour against 60 bui
cents an hour with no overtime at all, what the situation must be.
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Senator MILLIKIN. You are going to get to the processing plants, I
assume, and you are going to go into the difference there?

Mr. McHUGH. Well, the difference, as I pointed out, is that their
help, the women, get 35 cents an hour.

Senator MiLmLKIN. But you identified that with the landing. Did
you mean that also as to the processing plants?

Mr. McHuGH. That is the processing. You see, the fishermen go
out on the boats, and they bring in the fish and unload at the dock.
It is then taken into the processing plants. Well, where our help
et from $1.08 minimum to $1.43, they only get from 35 to 60 cents an
our. Again, our help get overtime, and so forth, and they don't

get anything. It is all straight time.
Senator MILLIKIN. Do you have any machinery that gives us any

kind of an advantage ? Is our machinery better than theirs? Is it
an different from theirs?

Vr. McHUGH. No, sir; this is all hand work. It is all done by hand.
Senator MIMLIKIN. These things are all very familiar to you, but

there are some of us here who want to learn something about this.
Mr. McHUGH. Yes. Again, of course, they happen to have fish

somewhat closer to their ports than we have. And we have to steam a
longer distance. That gives them an advantage. Of course, again, we
have a couple of days home after a trip of 10 or 12 days, and they
do not have any time at home. So when it comes to producing and
processing fish they have an advantage all the way around, from
any point of the compass you look at it, insofar as low cost of their
product is concerned. Those people are set up to put us out of business.

Senator MHLIIUN. Take two typical ports, please. What is the
steaming time from some typical American port to some typical
fishing grounds, and compare that to the steaming time from a
Canadian port to their fishing grounds.

Mr. McHuGH. Take a boat out of Halifax. She must steam 12 to 18
hours to reach the fishing grounds. Now, of course, we have the same
steaming time to George's Banks, which is our handiest fishing
grounds. But if we steam down to fish with them, which we do, oh,
probably 30 percent of the time, we have to steam about 2 days. So
we have 2 days additional steaming on the trip if we go down and
fish with them. They don't have to come up here, because it so hap-
pens that there is just as good fishing down there. So all in all, they
will, without question, I think, put us out of business.

Now, four of our boats have been sold to Newfoundland this last
year. Two more are slated to go now. And because of the conditions,
several of our owners are ready to dispose of about 15 more boats
to the Army.

Senator BREWSTER. What does the Army want of them?
Mr. MCHUoH. The Army is intending to take them to Germany to

try and fish them out of Germany.
Senator BREWSTER. Out of the North Sea?
Mr. McHUGH. No; they intend them to go up to the banks of

Iceland.
Senator BREWSTER. Iceland?
Mr. McHUGH. Yes. But, as I say, it is because of this competition

on the imports. And some of our companies have already begun to
build down in Canada. So it isn't a very good picture that we have

~I1
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to face, and we hope that something can be done here to help us out
on this.

Senator MIuAauI. Do you attribute the conditions that you are
speaking of to the present tariff arrangements on fish?

Mr. MCHUGH. Well, sir; I think that is the case, without question.
You see, we just can't compete. Remember, when we get 9 cents for
groundfish down here, and it takes about 2Y2 pounds to one to make a
fillet, and they only have to pay 3 cents, well, we just can't compete
with them. I mean, the difference is too great. They have at least
a 10-cent jump on us right off the bat, and we have a low duty, so
there is no question about it. And they just keep their price enough
under us to take the markets.

Senator MILLrIN. Do you have unemployment in your business?
Mr. McHuGH. We haven't any sizable unemployment. We have

some at the present time. We haven't any sizable amount of it, but if
the Army takes those 15 boats, it is going to be pretty tough. And
again, if they do go to Germany, and if they do produce any fish, it
will tend to stop the European countries, and principally Iceland, for
instance, which is now supplying Germany with fish-those boats will
stop them from some extent from selling a like amount over there.
And of course it will mean further imports over here.

Senator BREwsTER. The reason those owners are thinking of selling
those boats is because they are not profitable to operate here. Is that
not right?

Mr. McHUGH. Because they can't compete with these conditions I
have told you about.

Senator BREWSTER. So that is the most telling evidence of condi-
tions.

Mr. McHuGH. That is right.
Senator BREWSTER. The fact that they are willing to get out of the

business.
Mr. McHuGH. Well, they are. In fact, it will mean one company

going out of business altogether, and as to another company it will C
mean about half their boats will go, and so on.

Senator MImLIKIN. I think there has been some testimony here that C
there are about 500,000 employees in this business, or 550,000.

Senator BREWSTER. All over the country.
Mr. McHuGH. I would say that, easily.
Mr. JACKSON. Direct and indirect. ar
Senator MmLiliN. By "indirect," what do you mean?
Mr. JACKSON. That would mean people working in shipyards, build-

ing and repairing fishing vessels, and making nets and twines, and PC
gears, and all the things that go to supply the industry. of

Senator MILLIKIN. Those 550,000 employed people are using their Er
pay envelopes to keep filling stations going and to keep alive the econ- cuc
omy of the communities where they live. en,

Mr. McHuGH. You see, our boats alone, on fuel oil alone, consume en0
anywhere from about six to nine thousand gallons a trip. And, of ar
course, there is food and twine, and all kinds of shore workers, truck- re
men, box men, and well, others too numerous to mention. Dn

Senator MILLIKIN. Thank you very much.I
Mr. JACKSON. Our next witness, Mr. Chairman, will be Mr. John of n

DelTorchio, of Gloucester, and he will be followed by Mr. Fulham, of in t
Boston. They are the only two we have.
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STATEMENT OF JOHN DELTORCHIG, PRESIDENT, CAPE ANN
FISHERIES, AND PRESIDENT OF THE GLOUCESTER FISHERIES
ASSOCIATION

Mr. DELTORCHIIO. My name is John DelTorchio. I am president of
the Cape Ann Fisheries, Inc., and president of the Gloucester Fish-
eries of Gloucester, Mass. This association, in whose behalf this state-
ment is submitted, comprises 22 firms engaged in the wholesale han-
dling, processing, packing, canning, freezing, selling, and shipping of
fish and fishery products. The names of firm members and the pur-
poses for which this association was formed appear in schedule 1
of an appen(lix attached to this statement.

I appear before your committee to record the opposition of our
association to House Resolution 1211. We want to make it perfectly
clear at the outset that we oppose neither the principles, nor the pur-
poses, nor the underlying philosophy of the Reciprocal Trade Agree-
ments Act. Our objection is directed toward that part of the pro-
posed bill which seeks to eliminate the provision of the act under
which the Tariff Commission is authorized to investigate an industry to
determine whether imports of a particular commodity are entering
the country in such quantities as to injure or threaten injury to any
domestic unit of agriculture, labor, or industry. In other words, to
determine the peril point above which imports should not be per-
mitted, having due regard for the economic security of domestic
industry.

We submit that the tremendous imports of fresh and frozen ground-
fish fillets into this country from Canada, Newfoundland, and Iceland
are injuring our domestic fishing industry and threaten its very ex-
istence; and that therefore the provisions with respect to the Tariff
Commission in the existing law are vitally necessary and should not
be eliminated. We need to preserve this legislative machinery so we
can present the critical situation in our industry to an impartial Gov-
ernment agency whose sold function and duty is to act as the watch-
dog to see that the operation of any reciprocal trade agreements do
not impose undue hardship upon, nor threaten the economic security
of our domestic industry.

The commercial fisheries of this country, especially the New Eng-
land fishing industry, offers mute testimony of what can happen to
an industry where no peril point has been established-where there
is no adequate control over imports.

Last year, 1948, the New England fisheries produced 930,000,000
pounds of fish and shellfish. This was a little more than one-fifth
of the country's total production. The major portion of the New
England catch is groundfish of the species of cod, hake, haddock,
Cu, pollack, and redfish. Fresh and frozen fillets of these species
entering this country from Canada, Newfoundland, and Iceland have
now reached such staggering amounts that unless these importations
are immediately regulated by quota to provide equitable and proper
protection to domestic production, the entire fishing industry of New
England is doomed to gradual extinction.

To illustrate the point I have made, I need only cite the example
of my city of Gloucester, which is one of the principal producing ports
in the New England area.

86697-49-pt. 1-50
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Total landings of fresh fish at Gloucester during 1948 amounted to
over 251,000,000 pounds of whole fish valued, ex vessel, at $12,000,000.
Ninety percent of fish landed at Gloucester is filleted and frozen and
sold principally in the southern and midwestern parts of the country.

We have 24 plants engaged in the processing and filleting of fish,
together with canning plants, freezer and cold-storage facilities, ice
manufacturing plants, dehydration plants, and all of the various facili-
ties and allied industries that are necessary to the conduct of the fishing
business.

The on-shore investment in the fishing industry at Gloucester, in-
cluding wharf properties and facilities amounts to $25,000,000. Fish
processing firms alone employ an average of 2,000 men and women
throughout the year, although the number fluctuates because of the
seasonal nature of the business. These employees receive an annual
pay roll of between $4,000,000 and $5,000,000.

We have over 250 vessels engaged in off-shore fishing with an
estimated value of $15,000,000. The crews of these vessels number
approximately 2,400. These vessels can be grouped into five classi-
fications, as follows: Large draggers, medium-size draggers, small
draggers, seiners, and gill netters. The large draggers, of which
there are about 40, carry from 150,000 to 200,000 pounds of whole
fish, and cost in the vicinity of $150,000; the medium and smaller
draggers carry from 25,000 up to about 100,000 pounds of fish. and
cost from $20,000 to $100,000; the seiners are engaged in the mackerel
fishery, and their boats vary in size and cost; the gill-net boats use
the gear that is commonly used in the Great Lakes, are generally
smaller, and cost from $25,000 to $50,000.

Senator MILLIKIN. What is a gill net?
Mr. DELTORCHIO. A gill net is a net that stands about 6 feet high.

They set them along the bottom of the ocean, proabably a half mile
to a mile long, and they are anchored there, and the fish swim into
them, and they get caught by the gills. That is why they are called
gill nets.

Our boats are owned practically entirely by individuals. The repre-
sent the lifetime earnings and savings of our fishermen. In Gloucester,
substantially every vessel in our fleet is a joint enterprise; a pooling
of the resources of individual fishermen and their families, their
relatives, their friends. There is little absentee ownership here; few
of the vessels are owned, even in part, by corporations. They are
managed, captained, and often manned by the very men who own W

them. Years of hard, dangerous work have resulted in the accumula-
tion of sufficient money to build or to buy a boat "of your own." No C
Government subsidy, no Newfoundland type bounty, nor Icelandic PC
type government purchase went into our fleet. It was built by years &
of back-breaking effort and courage of our men of Gloucester, who
went to sea. many never to return; by years of saving and deprivation PC
on the part of their families to acquire a "stake." en

It is significant that practically no new vessels presently are under
construction. Most of our shipyards are idle while the Governments Sol
of Canada, Newfoundland, and Iceland are subsidizing the rapid
expansion of their own production facilities. sec

In January 1939 the second trade agreement was negotiated by the for
United States and Canada, the provisions of which were applicable
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to other foreign nations similarly engaged in fishing. This treaty
established a duty of 17/8 cents per pound on fillets of cod, hake, had-
dock, cusk, pollock, and rosefish on an annual import quota of 15,000,-
000 pounds or 15 percent of the average United States consumption of
these species in the three preceding years, whichever was greater. A
duty of 21/2 cents per pound was established for imports above this
quota but no limit was placed upon the amount of fish that was per-
itted to enter this country.

In the drafting of this trade agreement with Canada, it was felt
that the establishment of a fixed quota at the lower rate of 17/s cents
per pound and the higher rate of 21/2 cents per pound for imports over
this quota would have the effect of limiting imports at a reasonable
level in relation to our domestic production, and thereby afford suffi-
cient protection to the fishing industry of this country.

The trade agreement of 1939 has been wholly ineffective in provid-
ing the domestic fishing industry with the protection the agreement
was designed to afford. Unless reasonable quotas and restrictions are
placed upon imports of fresh and frozen fillets into the United States,
our fishing industry is faced with eventual extinction.

In 1939, the first year of the existence of the second trade agreement,
the entire production of fresh and frozen groundfish fillets in the
United States amounted to 99,500,000 pounds. Imports of the same
species of fillets from Canada, Newfoundland, and Iceland during
the same period amounted to 9,500,000 pounds or 9Y2 percent of our
total domestic production.

Imports have continued to increase year by year since 1939, until
the year 1948 when the im ports of fresh and frozen groundfish fillets
of cod, hake, haddock, cusk, pollock, and rosefish reached a peak of
53,566,452 pounds.

Senator MILLIKIN. Will you pause a moment so that I can relate
those figures?

In other words, those imports increased from 9,500,000 pounds to
53 million pounds. Is that right?

Mr. DELTORCHIO. That is right.
In 1948 the commercial fisheries of the United States produced

154,500,000 pounds of fillets of the same species. Thus in 1948 the
imports represented more than 33 percent of the total domestic fillet
production of this country. Expressed in another way, imports dur-
ing the intervening 10 years have increased more than 500 percent
while domestic production has increased approximately 55 percent.

This alarming increase of imports of fresh and frozen fillets from
Canada, Newfoundland, and Iceland presents a very serious threat to
the fishing industry of Gloucester and of New England. These im-
ports are principally of cod, hake, haddock, cusk, pollock, and rose-
fish. The catching and processing of these species constitutes almost
the entire product ion of the Gloucester fishing industry and the major
portion of that of the New England fisheries. Gloucester industry is
endangered by this trend. as is the industry of every other New Eng-
land port, and unless some action is taken to limit imports to a rea-
sonable amount of our domestic consumption, a fishing port such as
Gloucester will be faced with eventual ruin. It is obvious that the
second trade agreement has failed to provide the protection intended
for the reason that it iniposes no limit on the amount of fish which is

779
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allowed to enter this country. The higher duty of 2/2 cents above the
quota is entirely inadequate to provide this protection.

Senator MLLIKIN. Will you hold up just a second, please?
Mr. DELTORCHIO. Yes, sir.
Senator MMLKiN. Now, this trade agreement that had the quota in

it; was that the first agreement or the second agreement?
Senator BRFEWSTER. That was the second agreement. You see above

the quota they go back to the old rate of 21/2 cents, and he makes the
point that there is no quota at that limit.

Senator MILLIKIN.In other words, the quota has not been effective.
Mr. DELTORCHIO. It has not been effective. The rate of 17/ cents

per pound applies to a quota, which is 15 percent of the total con-
sumption of groundfish fillets in the United States the last preceding
3 years. After that quota is reached, the 22 cents per pound duty
applies, but there is no limit on how many pounds can enter the United
States at the 2' 2 -cent rate. So it has no effect whatever.

Senator MILLIKIN. In other words, it is not a complete quota.
Mr. DELTORCHIO. No; it is not a complete quota.
By the way, today, of course, with the difference in consumption,

the quota for 1949 will again be increased. As announced by our
Customs Bureau the 1949 quota af the 17/s-cent duty will be 26,881,369
pounds.

One has only to examine the fishing industry in the" United States
and to compare it with conditions existing in Canada and the other
countries to the north to learn why it is impossible for the local fishing
industry to compete on an equal basis without adequate Government
protection.

Canada, Newfoundland, and Iceland pay substantially less money
to the fishermen for their fish than does the domestic industry. For
example, as has been brought out here today, fillets are the fleshy t
portion of each side of the whole fish. In the case of redfish, the yield
is 25 to 30 percent. In other words, it takes about four pounds of
redfish to produce one pound of fillets. A difference of 1 cent a pound ]a
in the purchase price of the whole fish would mean a difference of 4
cents on the initial cost of each pound of fillets before any processing re
costs.

Senator BREWSTF.R. You said the difference was 3 and 9 cents. So
that multiplying that by 4, you would have 12 and 36 cents, a differ- Ca
ence of approximately 24 cents..

Mr. DELTORCHIO. Don't believe, Senator, the other witnesses re- I

ferred so much to rosefish or redfish, when they were talking. It £
was mostly cod, I believe. And I am not going into that, because I
think Mr. Fulham of Boston will go into the cod angle. Because we
are heavier producers of the rosefish, and I think he will take in the
cod. I am just showing you the difference here. pre

Senator BREWSTER. All right. pra

Mr. DELTORCHIO. In the case of other groundfish species, the yield A
is approximately 40 percent. In other words 21/2 pounds of whole doe,
fish produces one pound of fillets. A difference of 1 cent a pound in shil

the purchase price of whole fish means a difference of 21/2 cents per cake

pound of fillets of these species before any processing costs. Now, T

as to cod, and so on; Mr. Fulham will go into that more thoroughly. crit1
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At the present time, Gloucester is paying an average of 41 cents
per pound for redfish while processors in Newfoundland buy the same
species ex vessel for 1Y2 cents per pound. Lower wages paid workers
who process the fish in these countries to the north further increase
this differential.

In addition to this, the governments of these competing countries
have subsidized the building of vesssels, processing plants and freez-
ers, and even subsidized transportation--subsidies which in many
instances our own Government has financed, thereby enabling them
to build up and strengthen their facilities in order to compete on a more
favorable basis with our domestic industry.

The situation already is acute. The alarming increase in the pro-
portion of the foreign imports to domestic production is an indica-
tion and a warning that unless definite measures are taken now to
prevent this ever-increasing trend, the fresh and frozen fish industry
of Gloucester and New England will suffer the same fate that befell
the salt fish and smoked fish industry, which has for all practical pur-
poses been eliminated as a domestic industry for the same reasons
that now threaten the fillet industry-the lack of adequate tariff
protection.

Senator MILLIKIN. Do you have any documentation of this last
statement; to wit, that the lack of tariff protection put the salt fish and
smoked fish industry out of business?

Mr. DELTORCHIO. Well, I haven't anything with me, but certainly
history has shown how it happens. If Canada goes into all of that,
with their cheaper costs, they produce a lot of salt fish, and Gorton-
Pew, one of the companies in town, does very little of it. Our local
boats practically catch none. They couldn't compete with the Cana-
dian boats.

Senator BREWSTER. In other words, you say the figures will show
that where formerly there was a large salt and smoked fish industry
in this country, it has now practically disappeared, and meanwhile the
industry has developed to the north of us, in Canada and Newfound-
land and taken over our markets?

Mr. DELTORCHIO. That is right. I believe that Gloucester, if I
remember my history, was one of the greatest salt fishing ports in the
world at one time. And today the production of salt fish is nil.

Senator BlIEwsTF. We used to send vast quantities of that to the
Caribbean, did we not?

Mr. DELTORCHIO. That is right.
Senator BREWSTER. That was a great market for it.
Mr. DELTORCHIO. That is right.
Senator BREWSTER. And we have no more of that, practically, today.
Mr. DELTORCHIO. That is right. That has more or less now swung

over into the fishcakes, you see, and things like that, but the salt fish is
practically out.

Senator MILLIKIN. We no longer produce salt codfish?
Mr. DELTORCHIO. Practically none; a very small quantity. What

does come in is some green cod, what we call green cod, salt cod that is
shipped in here from Canada, and they process that and make fish-
cakes, and so forth.

The fishing industry of Gloucester and New England has faced
critical period s in the past, due in part to unrestricted imports of fillets
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into this country. In 1937 when inventories of frozen fish ii 4trage,
mostly groundiish fillets, were excessively heavy', the entire New
England fish industry was seriously affected. Many of the fishing
boats were forced to tie up. To relieve the situation the United States
governmentt that year appropriated $1,000.000 to enable the Federal
Surplus Commodities Corporation to remove the surplus so that the
industry could operate on a normal basis. Ten million pounds of
frozen tish fillets were purchased and distributed by the Government
in order to revive the industry. It is significant to note that during
1937 the United States imported 10,226,000 pounds of frozen fillets
from Canada, practically the identical amount which the Government
determined was necessary for the Federal Surpluhs Coinno.litie.s Cor-
poration to purchase in order to relieve the New England lishiiig in-
dustry, and restore it to a competitive position.

Again in 1946, fillet imports into this country amounted to 49,500,000
pounds, 39 percent of the total domestic production of groundfish
fillets for that year. Gloucester dealers were compelled to carry tre-
mendous inventories into 1947 and during the spring of that year
lost more than one-half million dollars when they were forced to sell
fillets which had cost them more than 20 cents per pound to process,
for a sale price as low as 13 cents per pound. The same situation ap-
plied generally to other fishing ports engaged in the processing and
filleting of fish.

A substantial part of the losses sustained by the New England fish
industry during the spring of 1947 can be attributed to the high im-
ports of the previous year. The Gloucester fish industry was saved
from an even greater loss during 1947 because imports during that
year dropped to 35,000,000, 14,000,000 pounds less than had been
imported during the previous year. This afforded the necessary
breathing spell which enabled the local industry to get back on its
feet. This drop in fillet imports during 1947 to 35,000,000 pounds
resulted from labor difficulties during that year in Canada.

The industry in Gloucester is faced with an even more acute situa-
tion at the present time. Imports of fresh and frozen groundfish fil-
lets during the year 1948 amounted to 53,500,000 pounds. As a re-
sult, groundfish fillets in cold storage in the United States on Januaryc
1, 1949, amounted to nearly 33,000,000 pounds, as compared with 24,-
000,000 pounds in storage on January 1, 1948. The present trend of
lower prices for foods and other commodities and necessities of life
are clear warning of the danger of a repetition of the losses in the
spring of 1947. The fishing industry in Gloucester and the majority te
of firms engaged in the processing of fillets is not in a position to with- in
stand a repetition of those 1947 losses. tr

The fishing industry in Gloucester has been aware of the critical is
condition facing it for some time. It has realized that it cannot expect an-
assistance from the Government if it does not endeavor to help itself. W
Accordingly, the member firms of the Gloucester Fisheries Associa- it;
tion have contributed $25,000 toward a national fish advertising cam- nei
paign presently being conducted by the National Fisheries Institute. be
In addition to'this they have raised and allocated $50,000 for the con- of
duct of a special campaign to advertise Gloucester fish and fish pro-
ducts throughout the country. Jar

in!':
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All together, the Gloucester industry has contributed $75,000 this
year in an attempt to do all in its power to off-set the hardship being
imposed upon it in the form of unrestricted imports. This represents
striking evidence of the seriousness with which all firms engaged in
the fishing and processing industry in Gloucester View the problem.

But advertising alone, while it may help to alleviate tie present
acute situation, is not the cure and in the long run cannot offset the
danger to the industry in the form of the tremendous and ever in-
creasing imports of fish fillets. Furthermore, advertising adds one
more item of expense to our product, which does not apply to our
foreign competitors. In other words, every nickel our industry spends
for advertising also advertises the foreign product. To be effective,
this problem must be met directly by the imposition of definite quotas
limiting imports into this country.

The preservation of the domestic fishing industry on a sound basis
is essential if the industry is to be able to meet the demands made
upon it during time of war. During World War II, Army procure-
ment officials continuously called upon the Gloucester industry to pro-
vide necessary food for the armed forces. The industry was requested
to and gladly did relinquish a substantial part of its commercial
requirements in order to take care of the needs of the armed services.
There were many weeks when the entire production of the Gloucester
industry was turned over to the Army.

If our Government during times of war is in urgent need of a fishing
industry which can produce large amounts of food to meet any emer-
gency, it is essential that such an industry be kept and maintained
on a strong competitive basis during times of peace. If the commercial
fisheries of this country are forced to continue to conduct their business
in the case of the unfair competition they are facing today in the form
of unrestricted imports, such competition can only result in the gradual
extinction of the fishing industry in this country.

To whom can we loo in the event of another emergency to help pro-
vide our food requirements? We cannot depend upon our neighboring
countries to the north to furnish our armed services with their fooa
requirements, in view of our experience in the last war when the pro-
duction of most of these countries was needed for Great Britain and
other European countries. We feel that the healthy condition of the
domestic fishing industry is important to the security and welfare of
our country.

From this, we believe it follows that the fishing industry in Glouces-
ter and in all of the United States is seriously threatened by the alarm-
ing and increasing quantities of fillets being imported into this coun-
try. We believe that the only effective relief that can be provided
is in the form of reasonable and adequate tariff controls, limiting the
amount of fish that can be taken into this country in any given year.
We do not object to fair competition on an equal basis-we welcome
it; we expect to share our markets, to a reasonable extent, with our
neighboring friends to the north; but we do not feel that we should
be asked or expected to share to the extent that we put ourselves out
of business.

We have just received figures on fillet imports for the month of
January. These total 4,217,000 pounds-20 percent more than was
imported into this country in January of 1928. If this increase con-
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tinues on the same basis throughout the year, it will mean a total of
nearly 65,000,000 pounds of fillet imports which will be more than 45
percent of the entire present fillet production of New England. Cer-
tainly we need the aid of this Government, and quickly.

We still remember the fate of the salt and smoked fish business,
both of which were lost to Canada as a direct result of inadequate
tariff protection.

We now have developed the fresh and frozen fillets industry. This
industry will survive only if the Government provides some measure
of control over the import of fillets into this country on a basis that
will afford adequate and proper protection. In the establishment of
these protective controls, we feel it imperative that every safeguard
heretofore included in the Reciprocal Trade Agreements Act should
be retained, especially the authority of the Tariff Commission after
proper investigation to determine the so-called peril point as a neces-
sary protective measure for our industry and for every industry in
this country faced with the problem of increased foreign imports.

To add to the seriousness of the situation down there, in the think-
ing of the people down there, I think Pat McHugh told you about
boats that were going to be sold to different countries.

Just as I left the wharf down there, Captain Ben Pine-most people
know him pretty well as the international fishing schooner racing cap-
tain-said, "I have five big draggers, here, and I would be tickled to
death today to sell them for 50 cents on the dollar."

That is the feeling all the way through the industry. We are really
worried about it.

Before the Committee on Merchant Marine and Fisheries of the
House, I stated the other day that in the last 3 months even my own
company, that is, the Cape Ann Fisheries Co., has written off its in-
ventory to the amount of about $50,000, which we hoped to be some-
where near what we might make up to this time to carry us through the
winter months. And since then it has gone up to $65,000. I have
taken off my last monthly statement, and now we are really in the red
and going fast. And I can say that about half the companies today
in Gloucester are not turning a wheel. They have those inventories
on their hands, and they are trying to get rid of them; but naturally
with the differences in costs, and so forth, Canada, or not especially
Canada, but all the countries to the north, are just under us at all
times. If we are 20 cents, they are 19. Certainly they are bound to
clean up and make a profit, and we are liable to have a loss, and a
big one.

A few months ago we saw the handwriting on the wall. We had a
schooner called the Edith and Lillian, and we sold it to Newfoundland
interests. It will be in direct competition with us, but we could see
that we couldn't compete.

Senator BREwsTEm. This production to the north is being developed
all the time by the addition of additional facilities through govern-
ment aid. So that if we wait until the disaster comes, it will be en-
tirely too late.

Mr. DELTORCmO. That is right. Given a fair chance, our ship-
yards would not be idle today. We would be building vessels and
more vessels to take care of the demand, and it would not be all going
down to the countries of the north.
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Senator BREWSTER. If you could be protected in your share of the

American market.
Mr. DELTORcHIO. That is right. As their production goes up,

from now on ours is going to go down. It has to.
I happen to be a director of a bank in Gloucester, and we have

two vessels on our hands now that formerly cost somewhere around
one-hundred-thousand-odd dollars to build. We had a little mortgage
on each one of them of something like 10 or 12 thousand dollars.
They are on our hands today, and we can't get $10,000 for them.

Senator MILLIKIN. What steps have you taken to acquaint the
President or the Secretary of State or the Tariff Commission with
your predicament?

Mr. DELTORCHIO. Well, we have not taken any, for one reason: In
1946, when they had the strike in Canada that relieved the situation.
And we do not run down here unless we are really pushed. This
has come up recently, and we see the danger now.

Of course, as far as the so-called escape clause is concerned, even
if we could get it-I don't think there is any such thing as an escape
clause for us, because we were not in that agreement. The President
did not lower the tariff on fisheries. So where does your escape clause
come in ? And if there was an escape clause, where would we fit,
anyway? It would be probably a fraction of a cent or so, when the
difference is probably 6 to 11 cents. So it wouldn't do us much good.

Senator MmLLIKIN. They could not increase your tariff under the
limits of the Reciprocal Trade Act enough to protect you. Is that
the point?

Mr. DELTORCHIO. That is right. I am reminded that we did appear
before the Committee on Reciprocity, here, a couple of years ago.

Senator MILLIKIN. Now, as to Canada, we have a reciprocal-trade
agreement with Canada, have we not?

Mr. DELTORCHIO. Well, just the one I have spoken of. That is all
that I know of.

Senator MILLIKIN. And Newfoundland?
Mr. DELTORCHIO. That took in all countries, I believe. In fact,

I think I state in the first part of my brief, here, that it pertained to
other countries.

Senator BREWSTER. Newfoundland will come now under the Cana-
dian agreement.

Mr. DELTORCHIO. That is right.
Senator MILLIKIN. The President, I believe, independent of the

provisions of any particular Trade Agreement Act has certain emer-
gency powers to prevent dangerous importations. Has any approach
been made along that line?

Mr. JACKSON. We would like to know about that, Senator.
Mr. DEL ToRcmo. No, I didn't know about that; or that we could

go direct to him.
Senator MILLIKIN. I should think that there might be a dumping

theory, there. The other fellow is getting subsidized. This thing is
coming in in tremendous quantities. My memory is that under the
general provisions of the act of 1930 the President has emergency
powers to control that kind of thing.

Mr. Martin, what is that situationI
Mr. MARTIn. (E. G. Martin, general counsel, U. S. Tariff Commis-

sion). Well, Senator, the Antidumping Act doesn't provide for any
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additional duties unless the goods are being sold for export to the
United States at less than the price prevailing in the country of ex-
port. And I don't believe that is so in the case of fish.

Now, the Tariff Act of 1930 does contain a provision to authorize a
countervailing duty to offset a bounty. If you could relate the bounty
that is being paid by the foreign government to a pound of fish, the law
is, in form atleast, mandatory. There is no discretion. As long as the
article is subject to duty on its importation, the additional duty equal
to the amount of the bounty is supposed to be collected, after a deter-
mination by the Secretary of the Treasury that the bounty has been
paid by the foreign government.

Senator MILLIKIN. Thank you very much.
Senator BREWSTER. The difficulty on that has been to relate it to

the cost of the fish; that is, when they provide a vessel or when they as-
sist them in other ways that are not directly related to the production.

Mr. M..rRN. That is right, Senator. The law says "bounty directly
or indirectly." But you don't import vessels. You import the fish.
And to say how much bounty was paid on a pound of fish is a very
difficult task.

Senator BREWSTER. It is true, however, that they did accomplish
action in the case of potatoes under direct agreement, under the threat,
apparently, that serious consequences would follow if they did not take
the action. Canada did restrict their export of potatoes by their own
agreement, did they not ?

Mr. MARTIN. There was an agreement, Senator. I am not in a posi-
tion to say whether exports were restricted.

Senator BRpwsrER. I can assure you they were.
Mr. MARTIN. In the last few weeks, the exports of potatoes from

Canada to the United States have in fact, become quite significant.
Senator BREWSTER. They allowed the export to this country of so-

called seed potatoes. They said that they would stop the export of all
so-called table stock. That was an Executive agreement which evi-
dently the President secured by rather forcible methods.
. Andl now, the seed potatoes are being sold in Florida for table stock,
in plain violation of the agreement. We do not know how to reach
that situation. That was entirely outside the provision of any law of
which I know.

Mr. MARTIN. I think what was involved there was the question of
whether we would invoke section 22 of the Agricultural Adjustment
Act.

Senator BREWSTER. That is right. We threatened that.
Mr. MARIN. And it was to forestall action of that sort, that the

Canadians undertook to limit their exports.
Senator BREwsTER. That is right.
Senator MILiKIN. Thank you very much, Mr. Martin.
I gather from your statement, Mr. DelTorchio, that you do not be-

lieve that a raising of the tariff would solve your problem.
Mr. DELTocmo. No, not the 50 percent, or anything like that.

That would not solve the problem, no.
Senator BRzwSTE. There is the authority that the President has

under the old Tariff Act, of 50-percent increase. That would be a
cent and a quarter. That would not in any degree meet this, even if
he should exercise that power. ar

Mr. DLTORCHiO. It certainly wouldn't. er
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Senator MILLIXN. Is there any power that you know of, Mr. Martin,
that would permit an increase beyond 50 percent?

Mr. MARTIN. No, sir. You mean by Executive action, Senator?
Senator MIu1 IKIN. Yes. The reason I am probing about the tariff

possibilities is because the administration is rather dead set against
any quota restrictions. I suspect, and this is only my own opinion,
that you will be pleading to deaf ears as far as the quota is concerned.

Mr. DELTORCHIO. Yes, I can imagine that that would be so. And,
as I say, we gave up hopes a year ago, and that is why we have this
advertising fund. We thought we would try ever recourse that we
had at our command; and as to all fish landed in Gloucester we take
out 5 cents per hundred pounds to go into a kitty for advertising pur-
poses. That is the only way that we can possibly see that we can meet
it. But I don't think that is going to take care of it, especially the way
the sales have dropped off these last few months.

You see, the fish that are in storage now are backing up. Three
months ago, the way they were moving, it was fine. They were going
along fine. But since the sales have dropped off this last month, what
would have been probably 2-month supply now turns out to be 5
months' supply. That is what we are faced with.

Senator MILLIKIN. What are the good fishing months of the year?
Mr. DELToRCHIO. Well, with us, it starts about April. the first of

April. and continues right up through October and November. Of
course, your biggest months are, well, from May until the last of
August, along there.

Senator MELLIKIN. Are they laid up during the winter?
Mr. DELTORCHIO. No, they continue to fish pretty well in the win-

ter now. Because, you see, we have much larger and more efficient
boats, and they can fish during the winter months. That is one thing
that going distances to catch our fish has done. It has built bigger
and better boats. all the way through, so that they can fii in all kinds
of weather.

Senator MILLKIN. I questioned one of the witnesses as to increase
per capita in fish consumption in this country. Can you tell us alny-
thing about that?

Mr. DELTORCHIO. Increase in per capita consumption?
Senator .MI LIKIN. Yes.
Mr. DmLTORCHIO. Well. it has gone up very little. I can't tell you

a great deal about that part of it, but I do know that the per capita
consumption is very small.

Senator MILLIKIN. Is our domestic industry in position to supply
our domestic market?

Mr. DELToRcHio. I would say "Yes." The same answer I gave a
little while ago: Our shipyards are idle. We are getting rid of boats.

Just before I left Gloucester, the VE-Day and the Pan-Am were
sold to Newfoundland interests. The boys were very happy about
it because they could see the handwriting on the wall. Pat McHugh
just told me back there that the Government or somebody had stopped
the sale. Now those fellows are going to be very unhappy, because
I know that they can see losses staring them in the face. And who is
going to take care of that I

Senator MILLIKIN. It is a little out of your bailiwick, but are there
any impacts from this situation on the American Great Lakes fish-
eries?
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Mr. DELToccHIo. I would say it would affect the situation every-
where there is a coast line; lakes, ocean, anywhere where there is any
coast line and any fishing, it has to have its effect. This is fillets, but
scallops, or shrimps, or anything else, it is all the same. In connec-
tion with advertising, we say there is just so much room in the stomachs
of the American people, and if there are more pounds of fillets that
find their way there, there will be just so much less shimp or some-
thing else that will go there.

Senator MmIKIN. Is there the same disparity, so far as you know,
between the wages of an American fisherman on the Great Lakes
and a Canadian fisherman on the Great Lakes? Roughly speaking,
is the disparity in the wages the same?

Mr. DELToRcHIo. I should think it would be comparable. If Cap-
tain Pat McHugh is here, he could answer that.

Senator M,,i. I wonder if the captain can tell us something
about that?

Captain McHugh, can you tell us whether the wage differential on
the Great Lakes between American and Canadian fishermen is roughly
the same as it is on the coasts?

Mr. McHUGH. No, sir; I can 2t. But from my general knowledge of
the over-all picture, I would say that the Canadian wages to the Great
Lakes fishermen were in proportion.

Senator MniuwaI. Do they fish on a wage basis on the Great Lakes?
Mr. McHuGH. There was at least a wage of about $6 a day back in

1939. I don't know what the situation is today.
The CHAimrAN. Thank you very much, Mr. DelTorchio.
Mr. DELTORCHIO. Thank you, gentlemen.
The CHARMrAN. Mr. Jackson, do you have another witness now ?
Mr. JACKSON. We have one more witness, Mr. Chairman.
Senator BREWSTER. Do you have that per capita consumption

figure?
Mr. JACKSON. I will attempt to answer that. It is a very difficult

question to answer. We attempted to answer it in the House the other
day.

In the back of this folder, here, we set forth that:
The United States market for fishery products changes very little from year to

year. The per capita consumption in 1937 of 10.7 pounds only increased to 11
pounds in 1948, even under the most favorable circumstances of a shortage of
other sources of protein foods.

Generally speaking, the public, I think, would have the same feeling
that I do, that in recent years we have seen much more fish on the rail-
roads and in the restaurants and in our city homes. But the factor
that we can't quite explain is that we bought practically no canned
fish, comparatively speaking, during that period. In other words, the
increase in fresh and frozen fish probably did occur, but it did not
make up for the loss in the use of canned fish.

So now, with the imports imperiling us, we also face the situation
today of having to have our canned-fish industry in direct competi-
tion with our fresh and frozen fish, with a very limited domestic
market.

Senator MruIKI. Assuming, without admitting, that there has
been an extraordinary increase in consumption, the domestic producers
have lost out, so far as their share of that increase is concerned. Is
that correct I
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Mr. JACKSON. Definitely. I think all these charts, insofar as fresh
and frozen fillets are concerned, show that. And actually, our industry
is moving to Canada, in order to become the good neighbors. It is to
their advantage to be good neighbors. And a witness from California,
from San Diego, before the House committee last week, stated that the
American canned-tuna industry is moving to South America. Actu-
ally, some have gone, I understand, and others are considering going.
Because, of course, capital can move, but fishermen and shore workers
can't.

We have one more witness, Mr. Chairman. Since he represents
Boston, I don't like to shorten it. It is not very long. It isn't as long
as the testimony of the previous witness. But we have reduced our
number of witnesses, trying to collaborate with the committee, and we
have just one more.

The CHAMMAN. Yes, sir. It will be necessary, however, that we
hear him this morning.

Mr. JACKSON. This is Mr. Tom Fulham.

STATEMENT OF THOMAS A. FUIHAM, PRESIDENT, FEDERATED
FISHING BOATS OF NEW ENGLAND AND NEW YORK, INC., BOSTON,

MASS.

Mr. FULHAM. Mr. Chairman, my name is Thomas A. Fulham, presi-
dent of the Federated Fishing Boats of New England and New York,
Inc. I am also president of Fulham Brothers, Inc., a fishing company
doing business on the Boston fish pier.

I am the third generation of my family engaged in the fishing busi-
ness; and frankly, sir, this is the most serious situation that has ever
occurred in the history of our family.

This brief is submitted to the Senate Finance Committee by the Fed-
erated Fishing Boats of New England and New York, Inc., and the
Massachusetts Fisheries Association, Inc. The memberships of both
organizations include fishing-boat owners, processors, distributors,
hotel and restaurant supply houses, commission merchants, trucking
companies, box manufacturers, can manufacturers, ice producers, salt
manufacturers, shipyards, barrel manufacturers, cold-storage ware-
houses, oil dealers, marine supply houses, and many others who derive
their support from the operation of this vast industry. We cannot
overemphasize the grave crisis which confronts one of America's oldest
and proudest industries. Today, as never before in its history, is the
very existence of the fishing industry being so seriously threatened.

May I direct the attention of the committee to the chart described
as appendix I attached. Observe that in 1938, 1939, and in 1940 the
total imports of groundfish fillets remained slightly below 10,000,000
pounds annually. In 1941, we witness the beginnings of a steady
advance in the volume of imports that has continued to mount in an
upward- direction except for the year 1947 when labor disputes in the
major exporting country, Canada caused a downward trend. The
advance was resumed in 1948 an has been maintained ever since.
Statistically it indicates an increase of over 500 percent in the amount
of imports in the 10-year period from 1938 to 1948.

There are two basic reasons why there has been such a staggering
increase in fish imports:
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1. The determined desire of foreign countries to obtain American

dollars. and
2. The inability of the American fishing industry to compete withforeign producers subsidized and supported by their governments
Foreign commercial fishery potentials have been so stimulated by

governmental assistance in the form of bounties and subsidies that
they can dump their products upon the American market with a price
advantage up to and including 5 cents per pound under our producing
costs. This is clearly demonstrated by the following statistics which
have been obtained from statements published by the Fish and Wildlife
Service of the United States Department of the Interior.

The situation in Iceland points this up graphically. In October
1944 the new Government announced a program. which included the
rebuilding of the fishing fleets, modernization and expansion of indus-
tries, and related to fisheries, such as herring oil and meal factories, fish-
freezing plants. canning factories, and shipbuilding yards. This pro-
gram is financed through the use of 300.000.000 kronur i,$46.200,000)
in foreign credits.

In relation to this transaction, the Icelandic Government had al-
ready advanced 1.583.000 Swedish kronur as a down payment on a
contract for 45 new fishing boats.

In 194.5 a contract was signed in England which authorized the
British to build :l'b trawlers for the Icelanders. A commission ap-
pointed by the Minister of Labor suggested that the Government make
available 3.000.000 kronur :_W62.000) to 4,00).XX) kronur 1.--616.000)
for loans, payable in 5 years on a non-interest-bearing basis if needed
as a result of the poor herring catch. The Government allotted 50,000
kronur (A7.700) to gather and prepare material consisting of drawings,
boat models. engines et cetera, for an exhibition.

Senator Mm.u rd. Which Government was that.I
Mr. FuLLum. That was the Icelandic Government, sir.
The British Government in late August of that year granted per-

mission to build and deliver the 30 trawlers which had been ordered
by the Icelandic Government earlier in the year. Tne President of
Iceland issued a temporary law authorizing the Government to buy
these trawlers and to take a loan of 60.000.000 kronur f$9,231.000). to
be repaid when the vessels have been sold to individuals or corporations.
In April 1946. the Icelandic National Planning Board, charged with
the administration of the Government0s reconstruction and revital- b
ization program. let domestic contracts for 31 motor fishing boats rang-
ing in size from 35 to 55 tons.

Senator MuaiiaN. Does the fishing industry in this country make
any loans from the Government!

Mr. Fr-Lijm. No. sir. di
Iceland's three leading financial institutions have as their main

purpose the support of the fishing industry and commerce. The major-
itv of the shares of the Fishing Bank of Iceland, Ltd.. one of these pe
banks. is held by the Government. $2

In May 1946. the thingg Session appropriated nearly 1,000.000 buli
kronur for fishing affair-s: they also passed laws regarding a state
canning factory for herring, as well a- a law regarding bait freezing fore
for fishing operations app

coin
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The United States is directly responsible for the largest. lieve-t. and
most unusual addition to Iceland _ fishing fleet-a 6,900-ton floating
fish factory. This acquisition, which ha- no equal in America. wa
purchased under ECA's2-:'.i loan to Icelaitd. Furthermore.
this loan will support the purchase of additional fish-processing equip-
ment. No doubt the products of this modern fishery operation are
intended for our American market.

The Canadian Government offers another striking example of the
generous way in which foreign countries have provided their fishing
industries with the mean- by which they can undersell American com-
petitors.

Canadian Government. in support of itS fisheries, provided the
following:

May 1936: Federal Government voted 5s-'').1O) to aid fishing indus-
try: (1) $300,04X for furnishing new gear to needy fishermen: (2)
z >00.10) to increase consumption of fish.

Senator Mi iiu-x. Was that a loan or an outright grant .
Mr. FuLHAx. They gave us the money.
May 1936: $500.000 to aid Atlantic dried and pickled fish industry

for the establishment of bait freezers.
July 1)37: $100,000 to extend foreign markets.
June 1938: $150.000 for developing market. for Canadian fish.
May 1939: $35.000 to sponsor the education of fishermen.
June 1939: $800.000 to restore the salt fish market.
June 1939: $200,000 for a fish advertising campaign. Fifty thou-

-and dollars for extension of educational work in cooperative produc-
ing and selling.

April 194-2: Government subsidy to build fishing craft in British
Columbia amounting to $165 per gross ton toward construction costs.

June 1944: Subsidy for small draggers and long line boats amount-
ing to $165 per gross ton toward construction costs.

August 1944: $25,000,000 appropriation to insure price security for
fishermen.

March 1945: Scholarships sponsored by Iepartznent of Industry
and Publicity Fisheries Division of Nava Scotia.

Senator MmuL KL. Do we have any price supports for our fish ?
Mr. FumAmM. No. Qir: we do not.
March 1.946: Initial fund of .150.000 for a fisherman's loan board to

build boats. buy gear and engines in order to lengthen the fishing
season and increase catch.

May 1946: Fisheries schools planned in Nova Scotia. and appro-
priation authorized to teach scientific aspects of industry.

Current activities: The Dominion Government of Canada subsi-
dizes fishing-boat construction by giving $165 per ton.

A 2"W-ton dragger is given a subsidy of $33.01 N).
The provincial Government gives loans without interest up to 70

percent of the total cost of a vessel. On a 100-ton boat costing about
$200,000, the loan is $14).000. and the subsidy is $33.000: hence the
builder needs only $27.0l00.

The significance on American economic life of this assistance by
foreign governments to their fishing enterprises becomes readily
apparent. In applying these benefits, bounties and grants. our foreign
competitors can build low-cost producing units which enable them
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to produce raw material at a very low base price. American industry,
however, must find the capital among private resources to maintain
and expand its facilities. Foreign government aid specifically pro-
vides for complete amortization of a newly constructed fishing boat
within a period of 5 years while American fishing boat owners must
amortize their fishing boats over a period of 20 to 25 years.

In the United States, fishing-boat operations could be maintained
provided its greatest cost, labor, which amounts to 65 percent of the
total operating cost, could be reduced to the standard of fishermen
in competing countries. Lower labor cost is the only adjustment
available to us unless our Government provides measures enabling us
to compete on equal terms.

We do not believe that lowering the wage standards of our workers
and fishermen to the levels prevailing in foreign countries is the
solution to our problem.

Low-cost manufacturing because of cheaper labor costs far below
our domestic minimum-wage standards enable our competitors to sell
manufactured goods, such as fillets, at prices below our production
costs. The combination of low-cost production units, low case raw
material costs and low manufacturing costs-the direct consequence
of foreign governmental assistance-provides a barrier that American
industry cannot of itself overcome.

We offer you a few pertinent facts relative to our present position.
National cold-storage holdings as of January 1, 1949, were 23,000,000
pounds above the 5-year average.

I might interpolate here, sir, that about 12,000,000 pounds of that is
frozen fish fillets.

According to the estimates of the best minds of the industry, this
figure is likely to prevail at the beginning of our current production
year which commences about April 1.

It is generally recognized throughout the industry that cold storage
holdings should be reduced to a minimum by the end of the winter
period. An excess of 23,000,000 pounds at the beginning of the pro-
ducing period will create an extremely unstable condition in the a'
domestic industry by tying up the fleet and causing widespread un- W
employment. This condition is the result of oversaturating the I
domestic market with a tremendous influx of imported fish fillets. I

The present tariff rate offers no check rein to regulate the volume of R
imports in relation to domestic consumption; hence, this situation of
can repeat itself year after year., pr

We must face the fact that the American consumers' market is the rec
primary objective of the foreign manufacturer of fish fillets. The
price of goods produced and manufactured under an all-embracing for
low-cost formula should be reflected at the retail level in lower prices dor
to the consumer. In comparing the retail price of American manu- for
factured fillets to those on display, produced by a foreign competitor or
the disparity in price is negligible. The retail price of the American
fillet is the retail price of the foreign fillet, hence the housewife is wei

unable to buy foreign merchandise at a reduced price because there legi
is no retail price differential, 

pro'

The present Trade Agents Act of 1948 offers only a partial and

solution to the acute problem which confronts the commercial fisheries Se
of America. It provides for the determination, by the Tariff Commis. relieM
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sion of a peril point below which a foreign industry enjoys a dis-
tinct and unfair advantage over a domestic industry. In that in-
stance, upon a recommendation made to the President of the United
States. an increase up to and including 50 percent of the current
tariff rate may be applied.

While this may be the solution for some industries, at best it pro-
vides meager protection for the commercial fisheries. It does, however.
serve a purpose in that elimination of the procedure of H. R. 1211
would deprive the domestic producer of the right to his "day in court"
to seek relief, even though it is a limited relief. It is our contention
that this procedure should be retained and be made a part of the Trade
Agreements Extension Act of 1949.
We have no confidence in the effectiveness of the escape clause as

outlined in the general agreement on tariffs and trade negotiated at
Geneva under which an American producer harassed by foreign com-
petition is allegedly entitled to seek relief. An industry whose tariff
rate was reduced in trade agreements prior to 1943 ana not reduced
in following agreements, and a domestic industry against whom the
Government has granted a concession cannot legally petition for
relief under the escape clause. This applied particularly to the
domestic fishing industry. The tariff on fish products was reduced
in the 1939 agrenent but has been untouched in subsequent agree-
ments.

No Government concession has been levied against commercial
fisheries. Experience has also shown that a domestic producer must
Sit on the Government's doorstep for many months before he knows
whether or not he has a legitimate case. Then follow more months of
bargaining between representatives of the governments concerned,
offers and counteroffers, withdrawals, concessions, et cetera. Any
remedy which might be granted could conceivably come too late to do
any good.

An outstanding example proving this contention was a denial issued
by the United States Tariff Commission on January 3, 1949. of an
application for relief under the escape clause filed September 7, 1948,
by the United States Distillers Tariff Committee. Regardless of the
merits of the case, 4 months elapsed before this group knew its fate.
Restricting the effectiveness of the Tariff Commission and the inability
of the escape clause to provide a speedy, equitable solution to a tariff
problem, leaves the fishing industry with no legislative protection or
recourse for relief.

We present these facts as the basis of our contention that the fishing
industry of the United States must have access to some government
formula which will equalize the sphere of competition between the
domestic producer and his foreign competitor. We do not apologize
for our ability and technical skill in operating our industry. We ask
only for the establishment of a fair competitive policy, one that is not
weighted against any American producer. In the absence of any other
legislative remedy, we recommend the retention of the peril-point
provision contained in the Trade Agreements Extension Act of 1949,
and further, that H. R. 1211 be so amended.

Senator MnLiK N. If you were to have relief by a tariff, how much
relief would you have to have?

Mr. FuuiAM. You would need approximately 8 cents per pound.
86697--49-pt. 1-51
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Senator MmIUIN. If you have relief by quota, what would be the
quota?

Mr. FULIHAM. Approximately 43,000,000 pounds. It has been
proven that our domestic consumption can absorb 43,000,000 pounds
without serious harm to our industry. It does, naturally cut our
market down.

Our position is that we do not want to deny a portion of our market
to our foreign competitors, because we realize that under the Reciprocal
Trade Act there must be something given for something taken. How-
ever, when an equal number of American citizens are harmed to benefit
an equal number of foreign citizens, we can't quite understand where
the benefit is.

Senator BREWSTER. That would give to Canada and Nova Scotia
and Newfoundland much more exports to this country of fish than
they have made historically, and much more than their existing indus-
try would be needing to provide.

Mr. FULHAM. Well, if their imports were restricted to 43,000,000
pounds, it would not harm the people who are currently producing.

Senator BREWSTER. They would be all right and we would be all
right. In other words, it would work out amicably.

Mr. FULHAM. A year from today, if something is not done along
that line, however, you can see what the situation will be.

Well, the imports for January of this year-
Senator BRWsTR. They showed 20 percent above a year ago.
Mr. FULHAM. That is correct, sir.
Senator BRiwsTml That would be 63,000,000 pounds for this year.
Mr. FULHAM. Now, if that is carried on throughout the entire year,

you can see that a year from today they will have produced additional
facilities which, if they then imposed the quota, would bring some
hardship on them, whereas today it would not.

The CHAIRMAN. Are there any further questions of the witnessI
Thank you very much for your statement. We appreciate your

appearance.
Mr. Jackson, is there anything else?
Mr. JACKSON. That is all, thank you, Mr. Chairman.
The CHAIRMAN. Thank you, gentlemen.
The committee will recess until 2: 30; and after the recess, the Tar-

iff Commissioners will be heard first.
(Whereupon, at 1: 30 p. in., the committee recessed, to reconvene at

2: 30 p. m. of the same day.)

AFTERNOON SESSION

(Whereupon, the committee reconvened at 2:30 p. in., following
the expiration of the noon recess.)

The CHiA RMAN. The committee will have this afternoon two mem-
bers of the Tariff Commission, I believe, Mr. Gregg and Dr. Ryder.

Mr. Gregg, will you come around, please? We will start with you
gentlemen first, so that you may get back to your duties.

We have before us, Mr. Gregg, H. R. 1211, on the extension of the
Reciprocal Trade Agreements Act. Have you a prepared statement
you wish to make?
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STATEMENT OF JOHN PRICE GREGG, COMMISSIONER, UNITED
STATES TARIFF COMMISSION, WASHINGTON, D. C.

Mr. GREGG. Yes; I would like to read a very brief statement, Senator,
and then answer any questions you may have to ask.

The CHAIRMAN. Yes, sir. You may proceed and read your state-
ment.

Mr. GwEm. My name is John P. Gregg. I have been a member of
the Tariff Commission since the autumn of 1946, and since then have
served as vice chairman of the Committee for Reciprocity Informa-
tion, and later as an alternate member of the Interdepartmental Trade
Agreements Committee.

From September 1947 to November 1947 I was a member of the
United States delegation at Geneva.

From 1937 to 1941, I was secretary of the Commitee for Reciprocity
Information.

Difference of views exists as to whether the Tariff Commission
should advise the President, either directly or through the Interde-
partmental Committee, as to whether or not a particular concession
in a trade agreement will cause or threaten serious injury to domestic
producers. It is my view that it should.

So long as Congress reserved to itself the authority to fix tariffs,
the principal obligation of the Tariff Commission was to supply the
Congress and the Executive with unbiased, objective, factual informa-
tion on the basis of which the Congress and the President could act
-in tariff matters.

In 1922, the Congress delegated to the President the authority to
lower or raise by a maximum of 50 percent the rate of duty upon a
particular product, based upon the difference in the costs of produc-
tion of that product at home and abroad, on the basis of findings fol-
lowing investigation and hearings by the Tariff Commission.

In 1930 this authority was continued. In 1934 the Trade Agree-
ments Act was passed, delegating additional authority to the President
to modify tariffs. Section 4 of that act provides, however, that before
any trade agreement is concluded, the President shall seek informa-
tion and advice with respect thereto from the United States Tariff
Commission and certain other agencies of the Government.

It has always seemed to me under the terms of the law that there is
a distinct obligation on the Tariff Commission to supply advice with
respect to all concessions under consideration, whether contained in
the tariff schedules or in the general provisions of the agreements,
and that the intent and spirit of the act is not fulfilled by getting merely
the views and opinion of the members of the Commission, or lts stag,
rather than the judgment of the Commission as a whole.

It should be lade clear that for the first time, that is, under the
Trade Agreements Extension Act of 1948, the Commission as a body
considers and transmits to the President its judgment as to whether a
reduction of a present rate of duty will or will not cause or threaten
serious injury to a domestic industry. Under the previous procedures
this has not been the case.

At no time prior to 1948, in more than 13 years that the Trade Agree-
ments Act has been in effect has the Tariff Commission as a body ever
been consulted with respect to whether or not a particular concession
will cause or threaten serious injury to the domestic industry.
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On the other hand, individual commissioners have been asked this

question, and the economic and technical staff of the Commission,
serving on subcommittees and country committees have been asked
that question-but not the Commission.

Senator CONNALLY. All of the Commissioners, individually, you say,
have been consulted?

Mr. GREGG. Some of them have.
Senator CONNALLY. Were all of them consulted?
Mr. GREcr. No, sir.
So far as I know, there is no disagreement in any quater that in

making concessions in a trade agreement, the possibility of serious
iiljury to domestic producers should be considered.

Leaders of the administration, including two Presidents, have
hitherto repeatedly declared the intention to avoid serious injury to
domestic producers of agricultural and industrial products.

Certainly the President before concluding a trade agreement, should
have the most competent and the least biased opinions available as to
the probable impact of such concessions on the domestit industry.

It has seemed to me that no agency of the Government is better fitted
than the Tariff Commission to assemble the facts and render a judg-
ment on this matter with appropriate recommendations to the Presi-
dent.

The Commission was created for the express purpose of aiding Con-
gress and the President to reach conclusions regarding tariff matters.Most of its members are professional economists who have had long
experience in the Commission as members either of the Commission
itself or of its staff.

For an expert body, such as the Tariff Commission, assisted by its
expert staff, to form judgments as to the future effects of a given reduc-
tion in duty is by no means sheer guesswork.

The Commission has accumulated over the years a vast mass of in-
formation regarding the several thousand commodities listed in the
Tariff's schedules. It has succeeded fairly well in keeping this in-
formation up to date.

For a great majority of commodities consideration of past expe-
rience as to the ratio of imports to production and to exports and as
to prices, and of the known facts regarding techniques of production,
wages, productivity of labor, and other conditions in the industry
in this country and abroad furnishes a broad basis for forecasts, at
least forecasts of somewhat general and not unduly specific character.

Although in many foreign countries the war has left abnormal con-
ditions, and although rapid changes are taking place or may shortly
take place in those conditions, the Commission has in most instances
sufficient information to enable it to forecast conditions abroad, at
least for the near future, much more accurately than any other Gov-
ernment agency.

Of course, there are some commodities concerning which greater
uncertainty exists both as to the future course of imports and as
to whether the effect of any probable increase in imports can be char-
acterized as "serious injury to the domestic producers."

Even in such instances, the opinions of the Commission should be
of much value in reaching conclusions concerning the effects of re-
ductions in duties. r



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 797

It has been suggested that the Tariff Commission is intended pri-
marily to be a nonpartisan, fact-finding body, and should not, there-
fore, as a body, participate through a member subject to its direction
in the decisions of the committee which may be considered to involve
policy.

As a matter of fact, in two of the Commission's major functions-
that under the escape clause, and that under section 22 of the Agri-
cultural Adjustment Act, as amended-the Commission is now re-
quired by law or Executive order to recommend what may be con-
sidered policy decisions to the President.

Moreover, it seems just as appropriate that the Commission as a
body should express an opinion regarding a trade-agreement con-
cession as that a member of the Commission or a member of its staff
in a subcommittee should do so in his individual capacity.

It seems to me, however, that under the proposed bill, the Tariff
Commission in recommending to the President through the Trade
Agreements Committee, positive action on a concession to be granted
or withheld, is participating in policy making to a greater degree
than under the present act.

The Commission, under the present act now makes no recommenda-
tion. It rather makes a finding that a rate lower than X percent, for
example, will cause or threaten serious injury.

The President is wholly free to make the policy decision, either be-
cause he may disagree with the Commission or because other con-
siderations outweigh the probability of serious injury.

That completes my statement, Senator.
The CHAIRMAN. You say you have served on the committee? Is

that right ?
Mr. GREGG. On the interdepartmental committee ? As an alternate,

yes, sir.
The CHAIRMAN. You have actually served on it, though, in the

past?
Mr. GREGG. Yes, sir.
The CHAIRMAN. And what other members of the Commission have

served on it?
Mr. GREGG. Mr. Ryder is the official member. The chairman is the

official member. I have served as an alternate. I think the vice
chairman, Mr. Edminster, has served as an alternate, and Mr. Bross-
ard at Geneva, I think, also served as an alternate. Further than that
I am not informed.

The CHAIRMAN. I see. So that you have actually served on that
committee.

Mr. GREGG. Yes, sir.
The CHAIRMAN. That is the point that I was getting at.
Mr. GREGo. Yes, sir.
The CH.\iRMAN. Reference is made to the Reciprocal Trade Agree-

ments Act.
The brganic act did enjoin the President to accept the responsibility

of getting both information and advice from the Tariff Commission:
did it not?

Mr. GREGG. Yes, sir.
The CHAIRMAN. Of course, as you said, a difference in viewpoint

may exist in the Commission.
Mr. Gmo. Yes.
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The CHAIRMAN. 'That, of course, is quite readily understandable.
Mr. GRzGo. Yes, sir.
The CHAIRMAN. But if the President has the opportunity of being

advised, through the presence of some one member of the Commission
acting in conjunction with representatives from other agencies oi
Government, would you not §ay it was a reasonable deduction that he
might get the view or the divided view of the Commission on any
particular point, if it became material in the negotiation of a trade
agreement I

Mr. GREGG. I think not. Senator. By no means, unless he spe-
cifically requested it. Because the member of the Commission who
sits on the interdepartmental committee does not speak for the
Commission.

'rhe CIIAIRMAN. Oh1, I understaiid that, but he i, there.
Mr. GREG. Yes, sir.
The CHAIRMAN. And he has the right to give his views and opinions,

I assume.
Mr. GREGG. Yes, sir.
The CHAIRMAN. He is there for consultation purposes. And is it

not to be assumed, that if there is a sharp difference of opinion in the
Commission the representative of the Commission in the interdepart-
mental committee would certainly make that fact known in the
discussions?

Mr. GREGG. Mr. Chairman, at least so far as my experience is con-
cerned, the other members of the Commission were never even con-
sulted, and do not know what is at issue in the interdepartmental
committee. If it is with reference to a particular rate of duty, a
concession to be offered, the other members of the Commission are
not informed about it. It is never considered by the Commission.

The CHAIRMAN. You served on the committee.
Mr. GREoo. As an alternate.
The CHAIRMAN. As an alternate.
Were you there at any of the meetings?
Mr. GRE o. Oh, yes, sir.
The CHAIRMAN. Well, did you keep it a secret from your fellow

Commissioners what the issues were, what the opinions were, in this
interdepartmental committee?

Mr. GRzGG. Yes, sir. I never took it up with the Commission, or
with any member of the Commission, other than Mr. Ryder, who was
the Chairman, and for whom I acted.

The CHAIRMAN. But you were free to do so, if you wished to.
Mr. GREGG. I hardly think so, sir.
The CHAIRMAN. You hardly think you could have discussed this

matter among yourselves, within your own Commission?
Mr. GREGG. I hardly think so, sir. That was not the understanding

that I had.
The CHAIRMAN. Well, now, of course, men differ as to whether the

finding of peril points is a very helpful function, and on that point I
will not ask you any questions, because it is a point upon which men
can have differences of view and opinion.

You have frankly stated your own opinion on that, as I understood
your earlier statement.

Mr. GREGG. Yes, sir.
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The CHAIRMAN. All right.
Senator Millikin?
Senator MILLIKIN. Mr. Gregg, just to double-rivet the matter that

has already been discussed between the chairman and yourself:
Directing your attention to the practice before the act of 1948, when

those individual tariff concessions came before the Trade Agreements
Committee, did you, as delegate, ever have any instruction from the
Tariff Commission as to what position you should take to represent
the Commission?

Mr. GREGG. No, sir.
Senator MILIKIN. You never did. So far as you know, did Chair-

man Ryder, when he was acting as delegate in chief, ever have such an
instruction from the Commission?

Mr. GREGG. Not so far as I know.
Senator MILLIKiN. That has never happened since you have been a

member of the Commission?
Mr. GREGG. Not so far as I know.
Senator MILLIKIN. So far as you can recall, were the members of

the Tariff Commission ever polled, or did the members of the Tariff
Commission, as such, ever vote on any individual concession proposed
by the Trade Agreements Committee, or on any items which were
before the Trade Agreements Committee for discussion?

Mr. GREGG. Not so far as I know, no, sir.
Senator MILLrKIN. Then, as I think you have developed, the dele-

gate, or the alternate, representing the Tariff Commission, was not in
fact representing the Tariff Commission, but was simply selected, from
among the members of the Tariff Commission, and acted in his per-
sonal capacity, rather than as a representative of the Tariff Com-
mission.

Mr. GREGG. That is my understanding; yes, sir.
Senator MILLIKIN. With reference to the peril points, it is my

understanding that the Commission, as such, has completed its work
on those peril points. Is that correct, sir?

Mr. GREGG. Yes, sir. It has. The work is not finally completed,
but we have covered all of the items and are now getting together the
final results.

Senator MILLIN. The policy matters, so far as the Commission is
concerned, have been completed. Is that correct?

Mr. GRI(m. Yes, sir.
Senator MrLLIKIN. So that all that remains is the mechanical work

,of getting the recommendations in form to submit to the President. Is
that correct?

Mr. GREto. Yes, sir. Roughly, that is correct.
Senator MiLLTKIN. What is the date by which the peril points must

be delivered to the President?
Mr. GREG. March 5.
Senator MILLTKINV. March 5?
Mr. GREGG. Yes, sir.
Senator MILLIKIN. Do you know of any reason why those peril

points cannot be delivered by the Tariff Commission to the President
by March 5?

Mr. GRPEG. No, sir.
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Senator MILLIKIN. I do not wish to anticipate in anZr way the nature
of your report. I would like to ask this, and I won t press it if you
think it is out of bounds:

Have the members of the Tariff Commission in most instances been
able to reconcile their minds, under the evidence before them, as to a
peril point?,

Mr. GREGG. Yes, sir; I think 90 percent.
Senator MILLIKIN. Ninety percent of your recommendations will be

unanimous?
Mr. GREGG. Yes, sir.
Senator MLLIKIN. Of the 10 percent, there may be some differences ?
Mr. GREG. Yes, sir. That is a rough figure, Senator, of course.
Senator MILLIKIN. I understand that. The members of the Com-

mission are equally divided politically?
Mr. GREGG. Yes, sir.
Senator MILLIKIN. When we had this matter before us a year ago,

there was at that time some talk, and it was rather vague and uncer-
tain, that we might have negotiations with one or two or three coun-
tries. You have been working on negotiations which might be made
with how many countries?

Mr. GREGG. Thirteen countries, sir.
Senator MILLIKIN. Have you found your facilities over there, both

so far as staff is concerned and so far as the time and convenience of
the members of the Commission are concerned, to assume that job and
do a good job, in your own view?

Mr. GREGG. I think we have, sir. It has crowded us.
Senator NILLIKIN. It has crowded you, but you have been able to

do it?
Mr. GREGG. Yes, sir.
Senator MILLIKIN. In other words, you will have the peril points

there on time.
Mr. GREGG. Yes, sir. I believe so.
Senator MII KIN. And you are in unanimous agreement on roughly

90 percent or more of the items?
Mr. Gxoo. Yes, sir.
Senator MILLIKIN. Have you found any difficulties that seemed to

be insuperable difficulties in reaching that point beneath which a con-
cession should not be made?

Mr. GREGG. No, sir.
Senator MILLKIN. Just the usual problems of judgment related to

facts; is that correct?
Mr. Gw&GG. Yes, sir.
Senator MJLLIKIN. That is all, Mr. Gregg, as far as I am concerned.
The CHARIRzN. Senator Connally, do you have any questions?
Senator CONNALLY. I believe not.
The CHAIRMAN. Senator Brewster?
Senator BiwwsTzm No questions.
The CHAIRMAN. Senator Williams?
Senator Wiumxs. I have no questions.
The CHAIRMAN. Thank you very much.
Senator CONNALLY. Wait just 1 minute.
When you say 90 percent, do you mean 90 percent unanimous or 90

percent by a majority of four of five ? •
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Mr. GREio. Ninety percent unanimous, sir. We had about 500 com-
modities listed, and we were, I say, roughly 90 percent unanimous.

Senator CONNALLY. Thank you very much, Mr. Gregg.
Mr. GREoO. Thank you, Mr. Chairman.
The CHAIRMAN. Dr. Ryder, you may come around, please, sir.
Well, Doctor, you are back again to see us.
For the record, you are the Chairman of the Tariff Commission?

STATEMENT OF OSCAR B. RYDER, CHAIRMAN, UNITED STATES
TARIFF COMMISSION, WASHINGTON, D. C.

Mr. RYDER. That is right.
I have a statement which I would like to read before the question-

ingbegins, and then I will be glad to answer any questions.
Some of this will be a little in the way of repetition of some of the

things Mr. Gregg has stated, but that cannot be helped, I guess.
The CHAIRMAN. You may proceed.
Mr. RYDER. In June of last year I appeared at the request of the

then Chairman Millikin before this committee and made a statement
comparing the procedure up to that time in making trade agreements,
and the procedure required under the Trade Agreements Extension
Act of 1948 then pending.

I should like to stress at the outset that I appear now, as I did then,
entirely in my personal capacity. I can only give my personal views,
and they. cannot necessarily be taken as representing those of the
Commission.

In fact, with respect to the Trade Agreements Extension Act of
1948 and the present bill which would repeal that act, there is, as you
already know, a wide divergence between the views of the different
members of the Tariff Commission.

The Trade Agreements Extension Act of 1948, in section 3, requires
the Tariff Commission to find for each imported article listed for
trade-agreement negotiations the lowest point at which the import
duty may be fixed without causing or threatening serious injury to the
domestic industry producing a like or similar article and the point
found may be higher or lower than the basic duty in efect on January
1, 1945, which basic duty may be decreased or increased in trade agree-
ments by as much as 50 percent.

The act of 1948 also provided that representatives of the Commis-
sion could not continue to have membership on the Trade Agreements
Committee or on the country committees or other subcommittees of the
Trade Agreements Committee. However, section 4 of the act required
the Commission tofurnish facts, statistics, and other information at
its command, to officers and employees of the United States preparing
for or participating in the negotiation of any foreign trade agreement.

This brings me to a discussion of the work of the Commission, pur-
suant to the provisions of that act.

Not until the meeting of the contracting pgarties to the general
agreement on tariffs and trade at Geneva in August-September 1948
was there much work in connection with the trade-agreements pro-
gram under the provisions of the Trade Agreements Extension Act of
1948.

At that meeting the United States tentatively agreed to negotiate
in April with 11 countries, and the number was later increased to 13.
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The first step in preparing for such negotiations was to make up
lists of articles with respect to which the United States would con-
sider making duty conce.ions to ezch of the 13 countries. The Com-
mission assisted, as it has always done in the past with this job by
supplying :tatistis on each article iiiiported from any of the 13
countries in any substantial volume.

Howc-ver. Commission experts did not participate as fully as they
had before the passage of the Trade Agreements Extension Act of
1948, in making decisions as to the articles to be listed. By the new law
the Commission was prevented from having, as in the past. member-
ship on the country committees and the Trade Agreements Committee,
and the observers which thz Commission designated to attend meetings
of these committees were restricted in the degree to which they could
enter into the discussions regarding the articles to be listed. They will
be similarly restricted and wth much greater effect on the trade-
agreements program, when consideration of the concessions to be
offered on the articles listed begins.

It is my view that the provision of the present law which prohibits
the Commission and its experts from participating in any manner in
the preparations for, or negotiation of trade agrreements, except as to
furnishing facts, is not in the public interest. lfis provision has not
been interpreted to exclude the presence of observers who may, in a
highly guarded manner, answer isolated questions of fact. But it
hangs like the sword of Damocles over the heads of any who might
over-step these limits by entering into a full discussion and interpreta-
tion of the facts in terms of the possible effects of a proposed cut in
the tariff rate. This hampers the effectiveness of Commission partici-
pation, even as a fact-furnishing agency.

In addition, by proscribing Tariff Commission representation on
the Trade Agreements Committee, the present act deprives the com-
mittee of the knowledge and experience regarding tariff matters which
such representation affords.

Senator Mria.rT. Mr. Chairman, would you mind reading that last
sentence again, please ?

Mr. RymEF. I will, gladly, sir.
This hampers the effectiveness of Commission participation, even as

a fact-furnishing agency.
In addition, by proscribing Tariff Commission representation on the

Trade Agreements Committee, the present act deprives the committee
of the knowledge and experience regarding tariff matters which such
representation affords. A large part of the information which the
Commission has always furnished in connection with tariff revisions,
whether by Congress or in trade agreements, has been the information
supplied by the experts of the Tariff Commission acting freely in their
capacity as experts. In many ways the information so sutplied has
been of greater practical importance than the written information
supplied bythe Commission, principally in the digests which are pre-
pared on all articles covered by trade-agreement negotiations with any
country.

The written information supplied in connection with the pending
negotiations has, however, been more complete and more thorough than
ever before, largely because of the work done in response to the request
of the Committee on Ways and Means in revising and bringing up to
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date the tariff-information summaries on all dutiable articles covered
by the Tariff Act of 1930.

On November 5, 1948, the President transmitted to the Tariff Com-
mission, in accordance with section 3 of the Trade Agreements Exten-
s ion Act of 1948, lists for each country, to be included in the April
negotiations, of the articles with respect to which the United States
would consider duty concessions. hlese lists covered all or part of
about two hundred and thirty-some paragraphs of the Tariff Act of
1930, and required findings on something like 400 different commodity
classifications. On all these items the so-called peril-point findings of
the Commission must under the law, be made in 120 days after its re-
ceipt of the lists-in this instance by March 5.

Senator UIILIKIN. How many items, Mr. Chairman, please?
Mr. RYDER. Around 400. I haven't the exact numbers.
As I said, on all these items, the so-called peril-point findings of

the Commission must, under the law, be made in 120 days after its
receipt of the lists-in this instance by March 5, 1949. Now, I should
explain that what I have said refers only to the initial list. A supple-
mentary list was issued, on which hearings have been held, but on
which no findings have been made. On this last I think April 17 is
the final date; April 17 or 18.

However, before the Commission could begin considering its find-
higs on the initial list, it had to hold a public hearing, and to give
notice of the public hearing. This hearing began December 8, and
was concluded December 15, 1948. This left 80 days, deducting Sun-
days and holidays, about 54 working days, to make its peril point
findings on something like 400 articles. Thus, the Commission has
had to make findings on about seven or eight tariff classifications per
working day.

I think I can speak for the entire Commission, as an organization,
and for each member of the Commission, when I say that we have done
and are doing our best to comply fully with the law, as we do in
the case of all laws imposing duties upon the Tariff Commission.
I think I can speak for the Commission also when I say that we will
complete our findings by March 5, and will make our report to the
President at least by that date. To accomplish this, the Commission
has been meeting almost continuously, and I might add to the neglect
of other work, every weekday since the middle of December. and the
Commissioners have spent their evenings and week ends largely in
studying the materials supplied by the Commission's staff and the
record of the hearings -on the articles on which peril-point findings
have to be made.

On the great bulk of the article, probably 90 percent of them, as
Commissioner Gregg indicated, the Commission's findings have been
unanimous.

Most of the items, however, on which agreement was reached, con-
siste4 of (a) imported dutiable articles of kinds not produced in the
United States; or (b) dutiable articles of kinds produced in the United
Sttes and imported in negligible or almost negligible quantities: or
(c) dutiable articles exported in much greater quantity than they are
imported; or (d) articles which are imported in substantial volume
but which are of different grade or quality from the domestic product
and thus are only indirectly competitive; or (e) articles with respect
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to which indications were that duty changes would not greatly affect
the volume of imports; or (f) articles on the free list.

The great bulk of the articles. I will interpolate here, that are on
any list prepared for trade-agreement negotiations, are articles on
which there will be little room for disagreement.

But even in cases such as those enumerated above the Commission
had to go upon what information it had in hand, although with the
knowledge that a change in duty frequently causes unforeseeable
changes in the character or volume of imports. If there had been time
to get additional information on these items, different findings very
well might have been made with respect to some of them.

Now, on the other hand, the articles upon which there was disagree-
ment were for the most part the important articles which are encount-
ering substantial import competition. They are the articles that are
going to be the subject of controversy in the negotiations, and they
are the articles that bulk large in the negotiations. They are the ar-
ticles the action we take with respect to which will determine the char-
acter of the agreement we can make.

Thus, the items with respect to which there have been dissents by one
or more Commissioners represent a-much larger part of total imports
than of the number of the articles listed. In other words, if you would
take the total imports, of the articles listed, the articles on which there
has been dissent would constitute a very substantial part of the total.

Disagreements in the Commission, and I think this is of some im-
portance, have been chiefly on the following points:

(a) On the question of the probable effect on imports of a given
duty reduction. I see no way in the world in which disagreements of
that kind can be reconciled. s

(b) On the question of what constitutes the domestic industry to be t
considered as producing the like or similar domestic product. That
has given great difficulty. The question arises, for example, if the
domestic product like or similar to the imported product is a small
part of the output of the plants or of the companies producing it.

(c) On the question of what constitutes serious injury. Here there
is great room for disagreement, and disagreements have occurred.

?d) On the question of whether in certain, uncertain, and doubtful
cases the uncertainty or doubt should be resolved in favor of making or
not making a given duty reduction. In other words, whether doubtful
and uncertain cases should be resolved in favor of assuring protection
to the domestic industry or in favor of stimulating imports.

To this point I think there would be no great disagreement on the de
part of any member of the Tariff Commission to what I have said. firDisagreement would arise, however, on the question of the value of the to
peril-point finding required by the Trade Agreements Extension Act
of 1948, and on the question of whether making such findings is a
proper and desirable function for the Tariff Commission.

On these matters I can only express my own personal views objec- Ffnf

tively, and noncontroversially as possible. These views, however, are tro,
founded upon long study of the problems involved, and upon 30 years the
service with the Tariff Commission, 15 years as an economist on the the
Tariff Commission staff and 15 years as a member of the Commission, an.
including 3 years as Vice Chairman, and 7 years as Chairman of the
Commission; also upon 14 years' experience with trade-agreements
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work, having served for that length of time as the Commission's mem-
ber of the Trade Agreements Committee. Right or wrong, these views
have been arrived at objectively by one who has given the principal
part of his life to the work of the Tariff Commission.

From his experience in this work, he has come to believe that the
value of the Commission as an institution depends upon its continuing
in the future, as in the past, to be strictly a fact-finding body, eschewing
as far as possible expressions of opinion upon controversial questions
of public policy.

My views on the value of the peril-point finding required by section
3 of the Trade Agreements Extension Act of 1948 may be summarized
briefly. The attempt to fix a precise point beyond which duty reduc-
tions cannot go without causing or threatening serious injury to the do-
mnestic industry is in my view unrealistic. Even in normal times, it is
not possible to fix in advance with any assurance the lowest rate of
duty which will prevent serious injury. In times such as these, the un-
certainties as to the course or development of competitive industries in
foreign countries, of costs of production, and of currency values, to
mention just a few of the existing uncertainties, is so great as to afford
no adequate basis for precise findings as to the exact point beyond
which a reduction in duty would cause or threaten serious injury.

Thus in my view there is no discoverable peril point, certainly not
discoverable in advance. There is instead what might be called a
danger zone, within which the lower the duty is reduced, the greater
the risk of injury to domestic industry. My view of what should be
done is to weigh the increased risk of injury on any article with re-
spect to which domestic industry is encountering or likely to encounter
substantial import competition against the benefits to be obtained from
the concessions which might be received in return for reducing the
duty. I do not see how you can get away from doing somethink like
this if you are going to have any success in making trade agreements
which will mean anything in the way of expansion of our export
trade.

Frequently it has been found that the ability to conclude an agree-
ment will depend upon the difference between, say, a 30-percent and a
35-percent duty on some given product. I do not believe anyone can
determine in advance with any degree of assurance the differences in
the effects of a duty of 30 and 35 percent. It can not be done that
finely.

There remains for discussion the question of whether peril-point
determinations are an appropriate function of the Tariff Commission.
On this question I have already twice expressed my opinion. I did so
first in reply to a question asked by Chairman Doughton in his letter
to me of May 14, 1948, and I repeated what I said in that letter when
I appeared before this committee last June. I said then-

The Commission was established in 1916 in order that Congress and the
Executive might have a reliable source of objective information oi tariff matters,
Information which could be accepted as authentic by all sides in any tariff con-
troversy. Thus, from the very beginning, its primary function has been to find
the facts, leaving policy decisions to the Congress and the President. I doubt
the advisability of transforming the Commission into a policy-making agency
and thus subjecting it more than in the past to political visissitudes.
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My fear is that the attempt to determine the degree to which duties may be
reduced without injury to domestic producers or impairment of the national
defense would require the making of such difficult and fundamental judgments
that the Commission would, in effect, be making major policy decisions. The
element of judgment, of course, enters into the various phases of the Commis-
sion's present work. This is especially true of the duties which have been
assigned to it under the escape clause in trade agreements. In cases under that
clause, however, its findings as to whether serious injury to domestic producers
has occurred or is threatened will be based on actual observation of imports and
domestic production after the trade agreements have come into force. In con-
trast, the findings required under H. R. 6556 would have to be based to a large
extent, especially under present abnormal conditions, on assumptions and esti-
mates as to future probabilities.

To this statement made last year, I might add that in my judgment
the very composition of the Tariff (ommission precludes it from enter-
ing effectively into a policy-making field. The Commission is com-
posed of six commissioners, not more than three of whom can be of the
same political party. It thus consists of three Democratic and three
Republican members. The Commission was given this bipartisan, or
rather equipartisan organization, in order to insure that the Commis-
sion present the facts regarding import competition. and the effects of
the tariff objectively and without- partisan bias. The Commission I
think has notably succeeded in doing this, and has through the years
obtained the reputation for studying the facts regarding a given situa-
tion without prejudice.

The bipartisan character of the Commission which fits it for per-
forming the fact-finding functions in a highly controversial field
makes it at least doubtful, however, whether it could function effec-
tively in the field of policy. From the beginning of its existence in
1917. the Commission has fairly consistently retrained from taking
positions on questions of policy, even on questions of policy affecting
directly the operations of the Commission. It has also refrained from
statinc- what the rate of duty on a particular article should be. It has
limited itself to giving as objectively as possible all of the facts bearing
upon that question. Even under section 336. the flexible tariff provi-
sion. the Commission's function is a fact-finding one. The Commis-
sion finds costs of production here and abroad, and what the differences
are between these costs, and the President makes the policy decision
of whether it appropriate to change the duty, and who, accordingly,
is responsible for any action which is taken.

Senator MLLiKi.N. Who did you say was responsible for the action
that is taken? t

Mr. RmviI. The President.
Senator MrILIKIN-. All right. Will you continue?
Mr. RYDER. I hope no one will draw the conclusion from what has

been said that I think a real problem does not result from the possible
conflict in certain cases between the effort to expand United States t4

imports by duty reductions for the purpose of expanding United t
States exports and the pledge made over and over again with respect
to the trade-agreements program, that the program will be operated
in such a way as to avoid serious injury to domestic industry.

I realize that there is a real problem here. I realize that the Com-
mission has a very important function to perform with respect to this
problem. It has always been my view. a view which I think has been
shared with all of mv colleagues, that the primary function of the
Tariff Commission with regard to the trade-agreements program is to
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direct attention to those articles with respect to which injury, serious
or not serious, might result from duty reduction, and with respect to
which the trade-agreement authorities should exercise caution ill mak-
in g duty concessions.

The Commission in fact has always attempted to do just this. It
has done so in two ways, first by the information supplied in the digests
which are prepared on each of the articles listed for negotiation with
any country, and, second, through the supplemental technical and
other information supplied by its experts serving as members and
under the present law as observers on the various committees which
function with respect to the trade-agreements program.

As I have already stated, the infoi ration supplied informally by
the Commission's experts is often more important than that supplied
formally in the printed digest. Moreover, as the Commission member
of the Trade Agreements Committee, I always felt obligated to direct
attention to what I would call the danger spot--to articles with
respect to which duty reductions might greatly increase the competi-
tive impact of imports upon domestic industries.

I should like to say a final word regarding the information with
respect to the possible or probable effect of duty reductions which have
been supplied in the printed digests prepared by the Commission on
each article listed for trade-agreement negotiations. Those prepared
l)rio • to tl . Geeva jiegotiaitons were. I think, somewhat deficient in
this respect. They supplied the statistical and general factual infor-
mation which might indicate where the danger spots lay, but they did
not specifically call attention to them, nor discuss the degree of possible
injury, or analyze adequately the competitive factors and the elements
of uncertainty involved with respect to each article.

In Executive Order 9832 of Febr'uary 25, 1947. paragraph 5. how-
ever. the President directed the Tariff Commission in its digest on
each article listed for negotiation to "include a discussion of the factors
relative to competition, production. trade, and consumption. and the
probable effects of granting a concession thereon".

Executive Order 10004 issued October 6. 1948, in paragraph 7,
provides that the Commission shall make-
an analysis of the facts relative to production, trade and consumption of the
articles involved, to the probable effects of a concemsion thereon, and to the
competitive factors involved.

Presumably a similar provision will be included in any new Execu-
tive order which may be issued should the pending bill be passed.
Under this authority, I think the Commission should conclude its
digests on each article with a straight-forward discussion of the pos-
sible and probable effects of a duty reduction on the competitive
impact of imports on domestic industries producing a similar article
to that imported. In doing so, it should draw special attention to
the danger spots and put up with respect to them a "'Go slow" sign.

That is the end of my statement.
The CHAMMAN. Dr. Ryder, would it be convenient for you to wait

for about 15 minutes until we can hear some witnesses who are under
pressure to get away I

Mr. RYDx. I am very glad to, Senator.
Senator BzwWSTEm. I have one witness. Mr. Bryant, please, will

you give your name to the reporter ?

807



808 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

STATEMENT OF HAROLD BRYANT, REPRESENTING THE POTATO
GROWERS OF THE UNITED STATES

Mr. BRYANT. Harold Bryant.
Senator BBtwsrm ' Would you state the position of the potatoes

under the existing tariff, under existing trade agreements with Canada,
the steps the President took to give us some protection and how it has
worked out.

Mr. BRYANT. At the present time, or at the start of this season, we
had a serious situation due to the fact that we have price support on
potatoes and Canada does not. Therefore, they do ship their potatoes
in just under whatever our support price was, and take our market
away from us.

Senator CONNALLY. Even with you getting the support price here,
they could still outsell you ?

M r. BRYANT. Yes; they took the market because of that fact.
Senator BREwsTER. They would sell under the support price and

you naturally sold your potatoes at the support price.
Mr. BRYANT. That is right. The whole program is built around

the basis of selling at the support-price, and holding the market at the
support price. They in turn bring their potatoes in and cut under
whatever the support price is and take our market away from us.

Now, that applied both on seed and table stock. The President
worked out an arrangement with Canada whereby it was hoped that
this situation would be corrected partially. They sacrificed our seed
industry for the sake of table stock and we appreciated that much
gain. although the seed growers, who have lost over 50 percent of the

usiness, were not particularly happy about that. But at least it
was some gain.

The agreement was that in view of the fact that Canada could ship
in seed, they would not ship in table stock. Actually, what happened
is that they are shipping in seed and it is being sold as table stock.

Senator BREWSTER. Where is that taking place, now,
Mr. BRYANT. All around the area of the Port of Norfolk, and the

Department of Agriculture has ample evidence or should have ample
evidence of that situation. They have had men investigating it, and
I believe that some of the trade papers are advertising in the papers
seed potatoes to be used for table stock at the present time.

Senator CONNALLY. Now, is there any essential difference between
the two kinds of potatoes?

Mr. BRYANT. Only that seed costs more to produce, because it is
excise free, and there is a lot of technical hard labor, research and 3
so forth that went to making seed.

In other words, seed potatoes can be eaten, all eating potatoes are
not seed. S

Senator CONNALLY. Therefore, the seed potatoes cost more; is that
right?

Mr. BRYANT. That is right.
Senator CONNALLY. And you say that they are being sold, however,

as table potatoes?
Mr. BRYANT. That is right, because of the fact that they have no

support.
Senator CONNALLY. The Canadians have no support, you mean?
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Mr. BRYANT. Yes. I think that you will find that this situation
can have a tendency to very nearly nullify our support program. We
are in this situation, that our growers are having their acreage cut,
and they have agreed to that, in order to have price support.

Senator BREWSTER. By about 25 percent.
Mr. BRYANT. The average is about 18 percent, or something like

that. I believe that. is right, though I am not sure. In Maine it is
about 25 percent. It varies in different States.

All over the country our growers have their acreage cut.
Senator CONNALLY. How much support price do you get? What

do you get?
Mr. BRYANT. It varies in States. In Maine at the present time

it is $3.25 a hundred.
Senator CONNALLY. A hundred pounds?
Mr. BRYANT. Yes, that is a sack, tagged and loaded on cars.
Senator CO.NNALLY. How does that compare with the price in Can-

ada?
Mr. BRYANT. The Canadian price will be about $2.50, though I have

not checked recently.
Senator CONNALLY. So that our support price here is greater than

their price?
Mr. BRYANT. They have a very low support in that, if at all, and it

is an ineffective support price arrangement.
Senator CONNALLY. All right. You may continue.
Mr. BRYANT. Now, the Department of Agriculture has figured that

this acreage reduction this year should give us an estimated produc-
tion of 350,000,000 bushels. Since figuring that, they tell us that based
on consumption trends, and I think you gentlemen recognize that
potatoes have a declining per capita consumption, and based on those
trends they figure that we only need about 340,000,000 bushels. Yet,
under your reciprocal trade agreement with Canada, anything below
350,000,000 can be brought in at a low rate of duty.

Senator BlIEwsTm. 'What was the rate under the Tariff Act?
Mr. BRYANT. 75 cents for regular duty, and 37.5 for your others.
Senator BREWSTER. Under the agreement?
Mr. BRYANT. Yes.
Senator BREWSTER. It was cut in half ?
Mr. BRYANT. Yes.
Senator BREWSTER. If the production in this country was 340,000,000

bushels, Canada could send in here 10,000,000 under the 37.5 cent rate?
Mr. BRYANT. An equivalent, that is right. Therefore, there is no

sense for this Government asking our growers to reduce beyond that
350,000,000 bushel point. Naturally, too, our growers are not particu-
larly happy to cut their acreage to meet this declining per capita con-
sumption only to find their neighbors are not under such a restriction
because they can bring the potatoes into our country and sell them.

Senator BREWSTER. You mean our Canadian neighbors?
Mr. BRYANT. That is right.
Senator BREWSTER. This is, then, a matter that is with the power of

the President under the reciprocal trade agreements to restore the
75-cent duty which was fixed?

Mr. BRYANT. That is our standing, yes.
86697-49--pt. 1-52
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Senator BREWSTER. But he took the course of a diplomatic agree-
ment with Canada under which they agreed to eliminate exports to us
of table stock in return for allowing seed potatoes to come in from
Canada?

Mr. BRYANT. That is right.
Senator BREWSTER. We are wiping out the very valuable seed po-

tato market that we had built up in this country.
Mr. BRYANT. We lost over 50 percent of our business, and that is

an industry that has been working for 30 years to get the best seed
available, and we have it. That seed at the present time is being
shipped to diversion channels to go to alcohol plants to, make alcohol
rather than what it was intended for, as seed.

Yet, Canada still continues to bring seed in here.
Senator WILLAMS. What is the present duty?
Mr. BRYANT. I am not sure. As I remembered it, they cut it 50

percent on that quota, and I think it is 18 cents.
Senator WILLIAMS. On what basis could they cut it if they cannot

go below 350,000,000 bushels?
Senator BREWSTER. They have a quota above that, even before you

get under the 350,000,000 bushelA, they are allowed somewhere between
..000,000 and 3,000,000 bushels at the cut rate.

Senator WLLIAMS. Have they exceeded that?
Mr. BRYA\NT. Yes.
Senator WIuiAMs. They are now on the 75 cents?
Mr. BRYANT. Yes.
Senator BREWSTER. This concern is very general among all of those

States that produce seed potatoes.
Mr. BRYANT. Your concern is general with the States that produce

seed potatoes, all States that produce seed potatoes, and more recently
with this factor of acreage reduction it becomes general for every
potato producing State in the United States, regardless of whether
they produce seeed or not, because there is a possibility of the growers
support program breaking down because of this agreement.

Senator BREWSTER. Now, is it not a fact that these Canadian seed
potatoes are being sold in the south, particularly in the Florida area,
to the exclusion of the domestic production and resulting in the Gov-
ernment buying the new crop of Florida potatoes in order to remove
them from the market?

Mr. BRYA-r. The Government has started buying Florida potatoes
and we have every reason to believe that they would not have to do
this if it was not for these potatoes being brought in as seed, and yet
sold for table stock in that area.

Senator BREWSTE-R. The total cost of the program for this last year
for the Government was what ?

Mr. BRYANT. I do not know. It was tremendous.
Senator BREwsTLR. Between $150,000,000 and $200,000,000 and, of

course, that was added to by every bushel of Canadian potatoes that
came in, it increased the amounts the Government was obliged to
take, is that right?

Mr. BRYANT. That is right. We are in effect subsidizing the
Canadian potato industry.

Senator WILLIAMS. What is there to prevent Canada from mark-
ing all of their potatoes "seed potatoes" and shipping them in under
the exemption I
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Mr. BRYANT. What is there to prevent it?
Senator WILLIAMS. Does our law specify that these must be certified

as seed?
Mr. BRYANT. They must be certified as seed, and they have a tag on

them when they come in, but they still can be eaten.
Senator WIn.uAMs. I understand that. I know in this country we

use some for seed which are not certified, and I did not know whether
you could ship them across the border without the certification.

Mr. BRYANT. They have to have the certification tag, but of course,
we have an overproduction of seed, both in the United States and in
Canada.

Senator BREWSTER. As a result of this reduction of acreage, that
is cut down very materially, with an 18-percent reduction'?

Mr. BRYANT. It cuts your demand very materially.
The CIAIRMAN. Are there any questions?
Senator BREWSTER. That is all.
I might say that the representatives of Texas were with us this

morning, at this potato conference, and they made a very strong
representation.

Senator CONNALLY. That is fine.
The CHAIRMfAN. Dr. Ryder, you may return to the stand, please.

STATEMENT OF OSCAR B. RYDER, CHAIRMAN OF THE UNITED
STATES TARIFF COMMISSION-Resumed

Mr. RYDER. I will be glad to answer any question you may have,
Mr. Chairman.

Senator GONNALLY. I have no questions right now. I might have a
question or two later.

Senator MILLIKIN. Did I understand that under the Executive order
you now furnish the Interdepartmental Committee the equivalent of
a peril point?

Mr. RYDER. No; I did not say that, because in my view the exact
peril point is an impossibility. What I said was that we are re-
quired by the Executive order to furnish information regarding-I
will read the exact words:

Relative to production, trade and consumption of the article involved, the
probable effects of concessions thereon, and to the competitive factors involved.

Now, in the digests prepared for Geneva negotiations, so many
articles were covered, many over a thousand, there was so little time
and our experience in that kind of thing had been so limited that
we did it rather inadequately in the confidential section which we
appended to the digests as they were transmitted to the Trade Agree-
ment authorities.

This time, because of our work on peril points, there has been no
opportunity to try to do that kind of thing to any very great extent
in the digest, but if the pending bill should be passed, I for one would
bend every energy and every effort to have future digests contain a
confidential section indicating the Commission's opimon as to the
probable effect of duty reductions, especially on very controversial
items where the impact of import competition is considerable.

Senator MILLIKIN. Is that not in substance a peril point ?
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Mr. RYDER. I would not interpret it as such. It is calling attention

to the danger spots, to the places where there is a considerable or may
be a considerable competitive impact from imports, and where if
duty reduction is made it may increase that impact. In other words,
the purpose would be to point out where they should be cautious in
making duty reductions.

Senator MIuIKIN. What you are speaking of is a range of peril
points, rather than a single peril point.

Mr. RYDER. It is a discussion of the situation regarding those prob-
lems and probably in some cases, in some extreme cases, the Commis-
sion might say that the maximum reduction could not be made without
causing serious injury to the domestic producing industry.

We might go that far in some cases.
Senator MmuLKIN. Does not the human mind in reaching the peril

point go through the range to get there?
Mr.RYDER. I do not know as to that.
Senator MnLji.N. Is that not so?
Mr. RYDER. As I look at it, when you take articles on which there

is considerable import competition, or most of them because there
are some exceptions, the lower the duty the greater the competitive
impact from imports.

'those are the ones, of course. that should be studied particularly.
Senator MILLIKIN. Each individual sitting on the Interdepart-

mental Committee reaches in his own mind, by his own mental proc-
esses. tiLe pointt below which he should not go. is that, correct?

Mr. RYDER. No, I would not approach it that. way. You balance
what you are going to get by the increased risk in making the conces-
sion.

Now, manifestly there would be some point where you would be
certain that there would be danger, and certainly you would not go
beyond that point, but where to find that point in advance is very
difficult.

Senator MILLIKIN. I suggest, then, that your proposition is that you
will balance that calculated risk against possible benefits.

Mr. RYDER. Yes.Senator MLIKIN. That could, then, side entirely with the State
Department view and was the reason why we amended the law.

Mr. RYDER. I never stated it that way.
Senator MILLIKIN. It comes to that, does it not?
Mr. RYDER. Manifestly, Senator, there can be no assurance that you

are not going to have injury even at the present rates of duty from tc
imports. It is always a question of relativity and the lower you fix
a duty. of course, the greater the possibility or the probability of ca
injury. h(

It is a matter of balancing the factors involved. That has to
be done, and the final answer is reached in the negotiations.

Senator MIMLIKIN. Now, you bring into the Interdepartmental
Committee under the way it is to operate your digests. Those were
considered, I assume, by members of the Interdepartmental Commit-
tee, and I assume that the Secretary of Agriculture, the Secretary
of the Army or the Navy, the Secretary of Labor would come in with
his viewpoints on it, is that right?

Mr. RYDER. Those departments. of course, have their representatives CHI

on those committees, and they would go over this material, always,
but whether the Secretaries see it or not I do not know.
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Senator MII.UKIN. Well, the representatives, I mean.
Mr. RYDER. Yes.
Senator MILLIKIN. And the Department of Commerce would con-

sider imports and have a lot of data on that?
Mr. RYDER. The Department of Commerce representatives have

been concerned with primarily the concessions we are to obtain from
other countries in the trade agreements. That is their field.

Senator MILLKIN. In order to get those concessions, under that
theory, you get down into this danger zone and you take a calculated
risk, hoping to get out of it by an escape clause if it goes sour?

Mr. RYDER. Of course, there would be cases where it would be
clear that if you go to the full maximum reduction there would be
injury and that is the reason, or one of the reasons, and there are a
good many articles where the maximum concession was not made.

ut there are many articles, particularly under present conditions,
Senator, where what is going to happen under present duties or re-
duced duties, rest., merely on assumptions, and they are purely arbi-
trary assumptions. I have tried to get information on them and it
is almost impossible to get them. I refer to such questions as what
is going to happen to Japanese industry or German industries, or
with respect to exchange of a given country or costs of production
in a given country.

Senator MILLIKIN. It is not true that the Tariff Commission ap-
proaches the problem, and whether any other agencies approach it
or whether the Interdepartmental Committee approaches it. there
is a field for judgment and a field for error?

Mr. RTDFY. OT, surely.
Senator MILLIKI-N. I suggest that you have not proposed anything

that eliminates the field of error.
Mr. RYDER. I was not claiming to do that. I don't think that

there is any possibility of eliminating that in any way.
Senator MILIKIN. Now, in these digests which contain certain re-

lated items, .would those be publicized under your theory?
Mr. RYDER. Those that were prepared in the Geneva negotiations

were not published. They were given in confidential copies to the
trade-agreements people and I do not think it would be practicable
to make them available to the public, Senator.

You are negotiating with foreign countries and in a good many
cases the Commission would have to say that there would be no effect
of a concession, and you would not want to make that view known
to the foreign country. That makes publication undesirable. We
canvassed that at the time. I would say that if you are going to
have any successful negotiations you could not publicize tle com-
ments of the Commission on the effects of the duty reductions.

Senator MIKRIN.. Even after the fact?
Mr. RYDER. Well, it is less doubtful after the fact than before,

but even then there might be some danger to it.
Senator MILLIKIN. You would oppose publicizing, after the fact,

a going beyond this dangerous range?
Mr. RYDER. I would be inclined to.
Senator MILLIKIN. What protection does that leave to the Ameri-

can public, or the American producer?
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Mr. RYDER. As far as that part of it is concerned, as I stated here,
at the beginning, our digests even before you get to that contain
facts which usually show what the situation is.

Senator MILIKIN. Then, if that be true, I can see no harm in
plunging right out for a peril point.

Mr. RYDER. Maybe not.
Senator MIILIKIN. Now, your procedure results from an Executive

order?
Mr. RYDER. That is right. In part, from the law, and partly in the

Executive order which interprets the law.
Senator MILLTKIN. The order results from the President's inter-

pretation of the law?
Mr. RYDER. Yes.
Senator MmI KIN. Regardless of who the President may be, there

is no assurance of stability of such or any other Executive order, is
there?

Mr. RYDER. Oh, no. I guess not.
Senator MILLKIN. Would it not as a general proposition be better

to have our standards in the law, rather than in the President's mind?
Mr. RYDER. Well, I do not know about that. I would not like to

express an. opinion on that.
Senator MuLmIiN. You stated that when you were a member of

the Interdepartmental Committee you called attention to danger spots.
Do you mean the range of danger or the spot where it should not

be exceeded?
Mr. RYDER. I tried to be definite about it. As I looked at the Tariff

Commission it was the only agency represented on the Trade Agree-
ments Committee that was primarily responsible and had the facts
necessary for showing what the effect of these reductions would be on
domestic industry.

Senator MILLmuiN. Were your suggestions always followed on the
Interdepartmental Committee?

Mr. RYDER. I will come to that in just a minute. With respect to
danger spots, I called attention to not only those places where I per-
sonally thought there were danger spots, but where there was consid-
erable testimony at the hearings or where I knew that there was con-
siderable body of opinion that there were danger spots.

As to whether the committee took my recommendations or not, I
would not say that I made recommendations, exactly, I stated my
view in regard to the situation.

On the great bulk of items, I agreed with the decisions that were
made. On a few articles I did not agree.

Senator MILumr. Your agreement reflected your philosophy that
you can take calculated risks

Mr. RYDER. Whether you call them calculated or not, there is always
the risk, when you reduce the duty, of some injury arising.

Senator Mxuaxnx. I call it calculated because the State Department
uses the phrase.

Mr. RYDER. It is not my term.
Senator MnLLi;IN. And put any equivalent word in the place of

"calculated," your recommendations to the Interdepartmental Com-
mittee reflected your philosophy on that subject?

Mr. RYDER. When I gave my views, they would be in regard to
the probable effects on the domestic industry concerned and they
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would have to be related ultimately in the discussion to what should
be done in the trade agreement, to what you could get in return and
to how important an item it was in the trade agreement.

These items on which we had disagreement within the Commission
in the peril points are usually the crucial items negotiating the trade
agreement. On such items you have finally to arrive at a decision.
You will try not to go too far in reducing the duty but far enough
to be attractive to the foreign country.

Senator MIKmIN. I suggest, Doctor, that the peril is the danger
of coinpromising the noninjury case.

Mx. RYDER.What is that?
Senator MILLKN. The danger of that proceeding is that you are

compromising the noninjury cases.
Mr. RYDER. If there was a definite point that you could tell in

advance that that was the point beyond which you could not go with-
out injury, I would say "Yes".

Senator MILLIKIN. If you shrink from that point and get into a
range of calculations, you negate the principle of finding the peril
point. You are then simply balancing some calculated risks against
some calculated gains.

Mr. RYDER. You realize, of course, that I don't agree with the peril
point theory.

Senator MIuLIKIN. I wanted to develop very explicitly that what-
ever differences there may be between you and Commissioner Gregg
results from a philosophical difference.

Now, you stated that you called attention to the danger spots, Com-
missioner Gregg testified that he had no memory at all of the Commis-
sion ever having been polled on the danger spot or the range of danger
on any of these matters, and that you were not speaking for the Com-
mission but rather in your personal capacity, and I am not derogating
your qualifications to speak as a person.

Do you agree with what Mr. Gregg said?
Mr. RYDER. Well, yes and no. It depends on how you look at these

things.
He is correct on one point, at least, that I had never polled the Com-

mission, and it has never been polled on any of the peril points until
this law was passed.

I do not see, and I have never seen, how it would be practicable if
desirable for the Commission to take a vote on every item and have
its representative cast that vote. In the first place, these decisions
are made in committees which meet continuously, almost, and you have
to spend your nights reading up the material for them, and you could
not be in two places at once. Then the final decisions in the Geneva
negotiations were made in Geneva, and in the final negotiations be-
ginning in April they will be made at Annecy, France.

That is on the practicability of the thing. In the desirability of it,
I could say a good deal.

Senator MILLIKIN. I am getting at the ultimate fact that regardless
of whether it is peril point or whether it is range of dangers, or what-
ever you want to call it, did vou ever act there while you were a member
of the Interdepartmental Committee under the instructions of the
Commission as such?
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Mr. RYDER. Not on individual items, no, but in June of 1934 the
Commission by a vote, and I have a copy of the minute here, voted
that--

Commissioner Oscar B. Ryder be and is hereby designated as the Commission
representative on the Committee on Foreign Trade Agreements, and the Com-
missloner Ryder be and is hereby granted the power to select and alternate
or substitute at any time it may be necessary and to call upon anyone whose
special services may be required.

In a letter also to Secretary Hull, who set up the Committee embody-
ing that decision, that was included.

Senator MILLIKIN. I am glad that you mentioned that that resolu-
tion does not empower you to speak for the Commission.

Mr. RYDER. To represent the Commission on the Committee, and it
was never proposed at that time or any time afterward in the Com-
mission that the Commission should instruct its man as how to vote.

Senator MILLIKIIN.. And the Commission did not do so?
Mr. RYDER. No.
Senator MILLIxiN. Did you ever poll the individual members of

the Commission as to any concession as to which you made recommen-
dations ?

Mr. Ryam. Oh, No.
Senator MmLiKiN. Now, if I understood you correctly, you oppose

the Tariff Commission taking a policy-making role. Was not this
personal advice which you gave to the Interdepartmental Committee
the assumption of a policy-forming role?

Mr. RYDER. Well, I tried in presenting the facts to be as factual as
I could. In casting a final vote as to whether I would approve a given
course of action or not, I might be said to have been acting as an indi-
vidual but not as a Commissioner in a policy-making decision.

Senator MrLLIKiN. Now, you criticize the present law on the ground
that it takes members of the Commission or the staff out of the actual
negofiating process.

Would you say that the negotiating process is an act of policy
making?

Mr. RYDER. No; the decisions as to what will be done, what conces-
sions will be made. is a policy-making matter, but negotiating itself
is trying to convince the foreign country that they should not ask
more than you are offering, and that they should give you more than
they are okering, and any departures from what already has been
approved have to go back to the Trade Agreements Committee for
approval, so the negotiating process is not itself a policy-making proc-
ess and the Commission's representative who advises in the negotia-
tions has a very important function. He is the man who knows how
to argue with the foreigner as to why we should not reduce our duties
further. I think that they perform a very vital function in the nego-
tiations, and it was not a policy-making one, either.

Senator MITMLKIX. Let us say that it is not a policy-making function.
but it is not a fact-finding function, either, is itV

Mr. RYDER. No: it is a bargaining function. It is a function of try-
ing to conwnce the other fellow, the other country's representatives
that we cannot go so far as they would like us to go in making a conces-
sion. That was our chief job.

Senator MILLIKN. I suggest, Doctor, it is as far away from a fact-
finding function as anything you can possibly imagine, and I suggest
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that it is the assumption of the executive duty which is not authorized
by law, either under the law as it now stands, under the Reciprocal
Trades Act before the present amendments, or under the old Tariff Act.

Mr. RYDER. That is not my interpretation of the law, and I would
say also, that I think to a considerable degree the activities of the
Commission's experts in connection with these negotiating teams was
a fact-finding one, or connected with fact finding, because it was the
facts that they had at their disposal which enabled them to try to
protect the interests of this country in the negotiations.

Senator MILLiKN. Under the old system your Commission fur-
nished these digests. You always have to come to a point beyond which
you will not go, no matter how you reach it you have to come to that
point. Then as a negotiator you are required to work for a point which
exceeds the "range of danger," or any other way you wish to put it,
indicated by the Commission.

I suggest that you are imposing a very inconsistent duty on a mem-
ber of your staff or a member of the Commission to go out and root
and toot for something which is contrary to your own findings.

Mr. RYDER. He is not rooting and tooting for our findings. He is
rooting and tooting to keep the other fellow from going beyond our
findings, beyond what we are trying to limit the reduction in duty.

Senator MILIx N. I am suggesting respectfully two things. One
is that you have no authority and you have never had authority to
participate on a negotiating team.

The other is that it is a mixture of executive and fact-finding func-
tions, and that is definitely inconsistent with your strong arguments
in favor of limiting the Tariff Commission to a fact-finding agency's
duties.

Mr. RYDER. I cannot agree with that point of view, Senator. I do
not see that there is any legal impediment to serving, and I think that
the Commission's experts serve a very useful function, and one that
without which the negotiations would be very much less advantageous
to this country.

Senator MILLIKIN. Let us assume that that is correct, there has
to be a foundation in law or am I not beyond that? There has to be a
foundation for law in that kind of activity for the Tariff Commission
or representatives of the Tariff Commission, and if there is such a
foundation in law, I would like to have it pointed out to me.

Mr. RYDER. I think by our Legal Division. They can do it.
Senator MILLIKIN. Mr. Martin gave an explanation the other day,

but he said you are required to advise the President but there is an
enormous gap between advising the President and acting as the Presi-
dent's agent, and I do not want to misquote Mr. Martin, but he did
not point out any authority in law for becoming the President's agent
in the negotiation of a tariff agreement.

Mr. Martin, am I misquoting you in any way?
Mr. MARTIN. Senator, I did not point that out any more than any-

one else has pointed out any prohibition in the law from being the
President's agent in the negotiation of that, referring, of course,
to the situation before the Trade Agreements Extension Act of 1948.
I did point out that in the basic law of the Tariff Commission the
Commission is made equally responsible to the President and to the
Congress.
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There is an equal responsibility, and I do not think the Commis-
sion is the exclusive agent of one any more than it is the exclusive
agent of the other.

Senator MmLIKIN. Let us assume that the Commis ion is an agent
of both, and let us assume it only. I do not agree', * ith the theory,
but let us assume it. That does not give the Commission the right
to be an agent in any respect other than that which is provided in the
law.

You have not pointed out the provision in the law that allows the
Commission to become a negotiating agent for the President in making
tariff agreements. I respectfully suggest that that was beyond the in-
tention of Congress when the Tariff deomnmission was set up.

But, secondly, as to your doctrine of power on the ground that
"there is no prohibition," well, of course you can see where that would
lead to.

I am sure that that has been a very.persuasive doctrine in the ac-
tions of many of these executive agencies. But you can see where it
leads to. There is no limitation on doing anything if you have to look
for an express prohibition rather than looking at what the law tells
you to do.

Mr. RYDEm. I will not argue that point, but I think that the Presi-
dent has a right to call upon all of the agencies involved to assist in
negotiating trade agreements.

I think that from my point of view there is ample legalreason as
well as other ground or the Commission's actions. For one thing,
the Commission is required by law to cooperate with other Govern-
ment Departments.

Senator Mn.LiKin. You have not demonstrated it, Doctor.
Mr. RYDzR. Not to your satisfaction, at least.
Senator MrLLIKIN. Now, you commented on the lack of partisan

bias on the part of the Commission. How many items did you digest
in connection with the Geneva agreements?

Mr. RYDER. I forget the number, 11 or 12 hundred.
Senator MILLIKiN. Some 4,000, I think, sir.
Mr. RYDER. I do not think it was that large, but I have forgotten

the number.
Senator BREWSTER. It was about 3,500 of these which were in the

United States tariff.
Mr. RYDER. It depends on how you count them, Senator. I do not

remember the number, but it was a very large number.
Senator MiILLIKIN. Several thousand of them?
Mr. RYDPR. Yes.
Senator MmLxuN. Now, you are going to give information and, I

hope, suggest peril points as to some 400 additional items. Has either
the Republican Party or the Democratic Party ever brought any pres-
sure on the Commission as parties from a partisan standpoint to try
to influence your decision on any of those points?

Mr. RYDER. Oh, no. I have never lown of any such pressure, but
I am sort of immune to pressure. I have never heard of any and the
only point about that is that with the Commission evenly divided
between parties, you have usually an equal division on the Commis-
sion's views on the philosophy of the tariff question. That makes
it in my view doubtful whether the Commission should be called
upon to exercise major policy functions.
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Senator MILLIKIN. Perhaps also to enter into negotiations.
Now, the reason I raised this political point was because you re-

ferred to subjecting the Commission to political vicissitudes. The
Commission has not been subjected to political vicissitudes.

Mr. RYDER. I did not mean it in that sense. What I meant was
that if the Tariff Commission is called upon either in the peril point
wbrk or in having to take a vote to instruct its representative with
respect to each item listed for negotiation, that might cause those who
do not agree with the Commission's findings to become very critical of
them and of the Commission. That the Commission has refrained
from decisions of that sort, is one of the reasons that it has been able
to maintain its reputation for objectivity. That is the reason I feel
very strongly on that particular subject.

Senator MILLKI.N. I am suggesting that with all of this business
that you have to do and are in process of doing, the Commission has
not suffered any impairment of its reputation by reason of partisan
Matters. If that is true, I would like to have the details.

Mr. RYDR.. As I explained, it was not what I was meaning to say.
Senator MILMKIN. Now, Mr. Clayton and others have stated be-

fore this committee that the Tariff Commission would be subjected to
these pressures. Well, the Tariff Commission is not apt to be sub-
jected to any more pressures than the Department of Commerce or
any of the other departments, or the President, is it?

Is it a peculiar sort of a honeypot for pressure as distinguished
from these other agencies that. have a voice in the matter?

Mr. RYDER. At various times, of course, people always try to bring
pressure on you, but my own experience has been that the amount of
pressure is in inverse ratio to your resistance to it.

Senator MILLIKIN. I think that that is so, and a certain amount of
pressure is entirely normal. When we become insensitive to that com-
pletely, we are insensitive to the democratic process, I suggest.

Mr. RYDER. I think that that is true.
Senator MILLKIN. Now, under the act of 1930, what was the func-

tion of the Tariff Commission so far as recommending changes in
rates was concerned?

Mr. RYDER. Under the Tariff Act of 1930, as under the Tariff Act
of 1922, besides its purely fact-finding functions on which it worked
up to that time exclusively

Senator MILLIKIN. What year did you say?
Mr. RYDER. The Tariff Act of 1922. That required the Tariff Com-

mission under certain circumstances to make investigations to de-
termine the cost differences here and abroad, and it also required it to
make findings in section 316 of the Tariff Act of 1922 with regard to
unfair acts in import competition.

Now, those two duties were continued in the Tariff Act of 1930 with
some amendments.

Senator MILLIKIN. Then if you found the need for an increase
or a decrease in taxes under that old system, what happened then?

Mr. RYDER. As I stated, I believe in my statement here, under the
flexible provision (section 336 of the present Tariff Act), the thing
that the Tariff Commission did was to ascertain or find the cost dif-
ferences and report them to the President, who I believe under the
Tariff Act of 1922-and I am going from recollection here--either

EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT 819



820 EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT I
could carry out the Commission's findings in reducing the duty, could
do nothing, or could make an entirely different finding from the
Commission's.

Senator MILLIKIN. How does that differ in terms of power, in
terms of the Tariff Commission, from what happens in regard to
these peril points?

Mr. RYDER. As far as the power of the President is concerned, and
in relation to the Tariff Commission and the President, there is prob-
ably little difference. But in regard to the work of the Commission
there is a vast difference, because in trying to ascertain the differences
in cost of production, and I worked on that for a good many years,
although the problems were terrific. You had some objective facts
to go on. You had the cost figures and all, and you could arrive at
a cost difference. Under this peril-point law, however, we were re-
quired to assume a prophetic role, and try to determine in advance on
quite arbitrary assumptions what is going to happen at a given rate.

Senator MILLKIN. I suggest that whether it is done by the Tariff
Commission or the interdepartmental committee. the prophetic role
comes into play.

Mr. RYDER. I think not.
Senator MILIKIN. Now, as to the old power of the Tariff Com-

mission, it made its recommendations to the President. That is under
the old system that you are talking about?

Mr. RYDER. They were not called recommendations. We made our
findings as to the cost of production.

Senator MARTIn. The President could accept them or reject them
or do as he pleased, according to your memory?

Mfr. RYDER. Under the act of 1922 he could. Under the present
act he was restricted either to putting our findings into effect or not
doing anything. That is my recollection.

Senator MILLIKIN. And he may do that under the peril-point pro-
cedure, may he not?

Mr. RYDER. Oh, yes.
Senator MIuKiN. Now, you referred to the peril point to the effect

that the precise point is unrealistic. I think anyone would agree that
any precise point has no complete assurance of the correctness, but
you have to reach a precise point in the trade negotiation no matter
how you reach it. Is that not correct?

Mr. RYDER. You reach a point, yes.
Senator MHZIKIN. In the end you wind up making an agreement

if you do, which consists of schedules which specify points.
Now, those points have been recommended by the interdepartmental

committee under the old system, have they not?
Mr. RYDER. That is right. c
Senator MILLIKIN. So they were using their prophetic powers, and

whatever the combination of philosophies were that brought them to
those points. The same thing I suggest is happening at the present
time. d

Mr. RYDER. I think there is a distinct difference. Senator. The p
difference is that the Commission's findings required to be made under
the tariff law are made in advance of negotiations and cannot be ar
changed. It is there, whereas the rate originally agreed upon by the
Trade Agreements Committee if further facts developed in the nego-
tiations or otherwise could be changed.
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In other words, it was a flexible point, a point that could be moved.
Under the present law the Conmmission fies a point beyond which the
President is not supposed to go. before the arguments from other de-
partments have been heard.

Senator MILI.KIX. Now, if you make a mistake in this prevision,
you can get out of that just the same as you can under the old system if
you can, through the escape clause, can you not ?

Mr. RYDER. We are talking about two different things here. I was
talking about the fact that any decision made in the Trade Agreements
Committee could be changed in the light of the facts that were devel-
oped in the negotiations. It was not a fixed, unchangeable point, and
it was fixed after you had views of all the different Government de-
partnients.

Manifestly, in either case, a mistake might be made. There may be
developments that will make it necessary to use the escape clause.
I helped to draft the escape clause, because when the postwar period
began to come on, the elements of doubt were so great that I thought
we should have something like that in the trade agreements.

Senator MILLIKIN. Now, Doctor, under the present system, and I
am talking about the law as it is now, the Tariff Commission makes
its recommendations and the interdepartmental committee continues
to function, and I understood you held joint hearings for the con-
venience of witnesses?

Mr. RYDER. No; that is not right. They were separate hearings.
Senator MMLIKIN. They were held at the same time?

Mr. RYDER. Yes.
Senator MLLIKIN. Concurrent hearings, then, for the benefit of the

witnesses and I assume for the convenience of the Government
allocations.

Mr. RYDER. Yes.
Senator MILLIKIN. The interdepartmental committee will send its

recommendations to the President, and they will be illuminated by all
of the facts that they are asking for, and that you supply them, and
you will send your recommendations to the President which I assume
will be illuminated by all of the facts that you need to get from other
agencies, and in the end a point is arrived at. It may be the wrong
point, but a point is arrived at, and the thing that we want to make
sure is that there is one place where, contrary to your philosophy,
there is a direct business focussing on the proposition that no domestic
industry should be injured or seriously threatened.

You hand those points to the President, and they may turn out to be
wrong, but they have a better chance of being right than if you dilute
that point with the judgment of a half dozen other agencies who are not
charged with that precise responsibility, and who under the testimony
similar to yours mix that question up with all sorts of extraneous
matters.

Mr. RYDER. All I can say is that my philosophy of it and yours are
different, and my philosophy is one that I have come to through

participation in the Tariff Commission fact-finding work.
I do not think that there is any such thing as the peril point which

anybody can find, the Tariff Commission or anybody else.
Senator MxmurKN. Th1 n how are you making your trade agree-

inents?
Mr. RYDER. We are making them by the process which I described.
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Senator MIuLKIN. Well, Doctor, do you think that l hat gives better
assurance to the protection of domestic industry than having a little
focused advice on something?

Mr. RYDER. Well, I think the situation is that every effort is made
and will be made to see that domestic industry is not seriously injured,
and if there is any evidence indicating serious injury. actual or threat-
ened, I shall certainly as a member of the Tariff Commission try to see
that it is corrected as quickly as possible.

I am just as anxious as you are or anybody else, Senator. to see to that.
Senator MILLIKIN. What I am trying to suggest to you. Doctor, is

that whether you do it before or on what Senator Brewster called the
"post mortem approach" you have to reach a point, and the point in
every one of our trade agreements is the point which has been reached.

Mr. RYDER. That is right.
Senator MILLIKIN. And that is subject to all of the infirmities, and

I think more of them, than the method that is provided by this law.
Now, let me come to the next point. You put great reliance on the

escape clause. As I understand it, if someone wants to escape, they
have to petition, and then

Mr. RYDER. No; you are mistaken there. The Tariff Commission
can on its own initiative institute an escape-clause investigation.

Senator MILjuIan. The President himself could instruct it; could he
not?

Mr. RYDER. Yes; or congressional resolution.
Senator MiLLIKIN. And the President himself, without any law,

under the general assumption of powers which he claims to ]ave on
this subject, could take an escape from anything at any time; could he
not ?

Mr. RYDER. I would have to look into that.
Senator MILLIKIN. I believe that that is correct. But let as assume

that we follow his orders, his rules, and the law as it is, and let us
assume that you have not on your own initiative, and by the way, what
escapes have you recommended on your own initiative?

Mr. RYDER. None so far, and so far we have had about three applica-
tions, I think. Maybe five. Perhaps I counted wrong, but one of those
we have dismissed.

Senator BREWSTER. I believe you dismissed two.
Mr. RYDER. That is right. We did. One of them was so long ago

that I had forgotten. I remembered the more recent one. That is
right.

Senator BREWSTER. Two were pending, and there was one filed this
week.

Mr. RYDER. That is right.
Senator MILLIKIN. Now, on your initiative, you have not recom-

mended anything; and on your own initiative without going into the
nature of this, do you plan to recommend anyding?

Mr. RYDER. Not right at the present moment. Up to the present
time Senator, as my understanding goes, there have been very few lines
in wiich there has been any veryifreat increase in foreign competition.
With respect to most of the articles we have gone over and over again.
in our peril-point work, imports which used to be pretty heavy before
the war are negligible or nonexistent now. S there has been so far
little difficulty, partially because of the smallness of most of the
imports, and partly because of thegeneral prosperity.
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Senator MnLIKIN. So far as your initiatory powers are concerned,
do you have some red lanterns on any given commodities which you
are watching, and which under certain developments you might use
your own initative powers on?

Mr. RYDER. Yes; there are a number of commodities. All of the
large items on which there is a large degree of import competition are
watched more or less closely all of the time, and always have been.

Senator MILLIKIN. As I understand it, you do not intend to use the
powers which you may use out of your own authority on your initia-
tive except where you can see an actual damage?

Mr. RYDER. Oh, no. Here is the way it would work, I think. With
respect to a commodity on which there has been a concession or trade
agreement which has the escape clause in it, if we see that the imports
were getting very heavy compared with production and that prices
are going down rapidly, we would immediately try to find out what
was the trouble, and what were the causes of the situation. Then, if
the situation seemed imminent enough or serious enough, we would
immediately call an investigation.

Senator MILLIKIN. We have had a number of witnesses here deal-
ing with furs, fish and half-a-dozen other products where imports
are increasing very rapidly.

Mr. RYDER. That is right.
Senator MU.LIKIN. And where they claim damage. Your Com-

mission is aware of those cases?
Mr. RYDER. In some of the fish lines, there are very large imports.
Senator MILUKI.N. NOW, we get away from what you can do under

your own power, and we come to what the citizen can do.
There a business either feels it is suffering serious injury or is threat-

ened with serious injury: so it petitions you for a hearing?
Mr. RYDE. That is right.
Senator MILLIKIN. Now, then, you have a meeting, and you con-

sider their preliminary showings, and you decide whether there is, as
I call it, a prima face case sufficient to warrant your making an in-
vestigation of a real nature?

Mr. RYDER. That is right.
Senator MUJALKIN. That involves an element of time; does it not?
Mr. RYDER. Yes, but we can act rapidly when it seems necessary

to do so.
Senator MiLLiKIx. Then,. after you have decided to have this hear-

ing, you send out your investigators, and you and your staff commence
to work up the data. And that surely would take time; would it not?

Mr. RYDER. Well, I would think-
Senator MLaLiKiN. It is not a job that you can do in a day or two

or a week; it would take some time to survey it.
Mr. RYDER. That depends upon the circumstances. I think in most

cases if it is anywhere near a clear case, it could be done much more
rapidly than that. Our work in section 22 of the Agricultural Ad-
justment Act would indicate that it could be done rapidly, if neces-
sary and our work in certain other lines would indicate likewise.

In the fall of 1942, for instance, or maybe it was 1941, it looked as
if there would be a tremendous flood of imports of silver-fox fur.
I was then vice chairman of the Committee for Reciprocity Infor-
mation. The industry came in to me after it had gone to everyone
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else in the world trying to get relief, with nothing happening. There
was no escape clause. But pretty quickly we were able to take it up
with Canada and get an agreement for a quota limitation on imports.
The Tariff Commission did not act in that, but it shows you how it
could be done. I am sure the Tariff Commission could take action as
quickly as it was done in that case.

Senator MILuKIx. If it was a complicated case, and involved a large
industry and scattered all over the country, operating under different,
circumstances, and with a highly competitive business, there might
have to be quite a little investigation.

Mr. RYDER. That depends, Senator; if it is a very doubtful case,
it might be. It might take some time; but, if it was not a doubtful
case; no.

Senator MrLuniN. I will agree with you that one case will take a
longer time than another. I am merely trying to refute the proposition
that this is an automatic and almost instantaneous process.

Mr. RYDER. Nobody has contended that.
I do not say that, it is automatic; but, if the evidence comes pretty

clear, action could be taken pretty promptly, as far as the Tariff Com-
mission is concerned.

Senator MILLIKIN. Now, you have got your fellows in the field, and
you are studying the data in the office. I assume that you have a real
hearing now for the protestant or the applicant, and then you come
to the decision. Do you sit around the table and reach a decision?
You could say, "No," as you have in several cases, or ydu could say,
"We had better recommend an escape to the President." So you have
to get up a report,"and you have to document that report and substan-
tiate it, because it is important business that is going to have interna-
tional repercussions, and it may also have repercussions with your
other agencies of the Government. That would take some time, would
it not?

Mr. RYDER. Well, that depends. It might or it might not. I will
give you an example of one case which shows the speed that can be
made. The situation with regard to cotton was important when the
Government in 1939 or 1940 put on a subsidy on exports. If you had
allowed cotton to be imported without limitation, it would have come
in to replace cotton which was exported under the subsidy. So, clearly,
something had to be done about imports. It was a pretty clear case,
and I think that we made a report on that in a few weeks. I do not
remember the exact time. It must not have been over 2 months, at
the most, before the President had put the thing into effect.

Senator BREWSTER. Did that stop all imports of cotton?
Mr. RYDER. No. It put a quota limitation on the imports.
Senator BREwSTER. On all imports!
Mr. RYDER. Well, we excepted certain types of cotton.
Senator BREWSTER. The long staple ?
Mr. RYDER. No; it applied both to ordinary short staple and the

long staple, and those quotas are still in existence.
Senator BREWSTER. 6o that the import of all types of cotton is defi-

nitely limited by quota.
Mr. RYDER. All types except one or two. For instance, cotton over

1 A6 inch, and so on.
Senator BREWSTER. Historically, -the position of the cotton pro-

ducers has been very much in favor of free trade; has it not?
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Mr. RYDER. I think so; yes. Historically, I would say so.
Senator BREWSTER. Historically, yes. Htow do you reconcile the

idea that free trade should apply to commodities by a section which
historically and presently is so devoted to the principle of free trade?

Mr. RYDER. I will let them reconcile that. I will not try to do it.
Senator BREWSTER. You recognize the utter inconsistency of the

position; do you?
Mr. RYDER. I do not. know that the representatives of the Cotton-

Growing States are now advocating free trade in the way that they
did historically; but, if they were doing it in the way they did his-
torically, it would be inconsistent.

Senator BREWSTER. Is this not true: that, under present world con-
ditions. a quota is really the only effective way of restricting, unless
you have exorbitantly high tariffs?

Mr. RYDER. I will put it this way: If you have an emergency that
arises, an dyou want to be certain that you are going to control the
situation, you would probably have to use a quota. because that is
the most certain action which can be taken. Of course, on the other
hand, quotas have very grave administrative difficulties, and they are
not to be resorted to lightly or freely.

Senator BREWSTER. Or inadvisedly.
Mr. RYDER. That is true.
Senator BREWSTER. Would those who believe in the protective prin-

ciple at the present time not very much prefer the quota system to
the tariff system, probably as a practical application?

Mr. RYDER. They might. I do not know.
Senator BREWSTER. So that a disciple of the quota system has dif-

ficulty in arguing against the protective tariff principle from the
standpoint of consistency.

Mr. RYDER. I think so, certainly; that is, if the quotas are restrictive
quotas. The quotas on long-staple cotton were not restrictive quotas
until the last few years, and the quotas on short-staple cotton, I do not
think, have usually been restrictive; and, anyhow, there has never
been much import of short-staple cotton.

Senator BREWSTER. Do they not have a very limited quota?
Mr. RYDER. Yes, because we had to base it upon a past period.
Senator BREWSTER. If you do not need them, you would not impose

them; would you?
Mr. RYDER. It was put on there as a ceiling, you see, to prevent, in

view of the export subsidy, any cotton flowing out, and cotton being
brought in to take its place while the exporters were getting the bene-
fit of the subsidy.

Senator MILLIKIN. We now have the request for escape out of the
Taiiff Commission, and it is over on the President's desk or in his
hands. Now, would it not be normal and natural for him to consult
with other interdepartmental committees on the subject?

Mr: RYDER. I do not know. The President gets the recommenda-
tions of the Tariff Commission, and I have no way of knowing whom
he will consult with regard to it.

Senator MmIZ. I suggest it is a reasonable assumption that he
will test the validity of your recommendations by any source of in-
formation that Is available to him, and especially by those depart-
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ments who are also interested in some angles of the subject. That I
suggest would take time.

Now, the President looks for the advice that he gets in that process.
The President looks across our whole trade picture, and he realizes
if he takes an escape there will be compensating escapes, and some
of them you cannot foresee and you cannot foresee the repercussions.
That I suggest might certainly be a slow-down, and I suggest that
it might be a serious deterrent to taking an escape. What do you
think, Doctor?

Mr. RYDER. The President no doubt would have to take into ac-
count many factors that the Tariff Commission did not take into
account. Think that that is correct, and I think that he should.
But the President is committed to seeing that there is no serious
injury to important American industry, and I think if he was clear
in his mind that this would result he would take action. I would
think so.

Senator MuIKN. I suggest to you, Doctor, that the President's
fervor for this repeal bill indicates that he makes a lot of considera-
tions similar to your own and the ones of the Department of State,
with that doctrine of noninjury to domestic interests.

Mr. RYDER. I do not mix anything with it.
Senator MILLaui. You told us here today that you mix what we

get back for what we are giving.
Mr. RYDER. Oh, no. All I said, Senator, was that you cannot fix

in advance any point and say that beyond there is going to be serious
injury. You know that the lower you reduce the duty, the greater
the risk, and where you stop will depend upon the weighing of how
fast you think the risk will increase, as you reduce the duty, against
what you are going to get for it.

Senator MILIKIN. Doctor, I would not dream of trying to twist
your testimony, but I think that you said unequivocally that you
would balance a certain amount of calculated risk against the bene-
fits to be derived.

Mr. RYDER. That was your word, or rather you said the State De-
partment's word.

Senator MMLKIN. That is the State Department's word, and I
think you said the same thing, except that you did not like the use
of the words "calculated risk"-

You put it in terms of a range of danger points. Am I right on
that? t

Mr. RYDER. No. I said that you would weigh the increased risks
by the increased benefits that you are getting and you will come to a
decision. I think that that is the only way it could possibly be done.

Senator MILLIKIN. That coincides with my impression of your
testimony.

Now, I suggest that the President under the policy which he has h
evidenced in this bill intends to adopt roughly the same sort of a
rule in connection with his escape clause. It is the rule that the State
Department has been very vigorously defending here, that things other
than injury to domestic industry should be considered, such as the W
benefits that we get, and such ase international situation such as the ha
effect on domestic resources and foreign resources, and so iorth and so
on.
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Anyhow, the President has it on his desk, and he is taking this
advice and he is trying to reach a decision. He is considering the
repercussions by way of escapes, and in that connection I invite
your attention to the fact that when we escape from an agreement
to restore employment in this country, the escape that is taken by
the other fellow will probaly take that many people out of employ-
ment. But passing that, he decides that we will not do anything,
which of course leaves the industry unrelieved, and maybe they
should be unrelieved, but that is one of the decisions that he makes-
He decides as to the escape then. We could do it right now, and he
could do it without going through any of this rigmarole, but he
goes through all of the business of having the diplomats sound out
what the repercussions are going to be, and whether to help the widget
industry under that escape, and some other industry, how bad it is
going to be hurt in the export line, and so forth and so on, and he goes
through all of that. That takes a lot of time.

I am not making any claim about the slowness of the executive
departments or anything of that kind, and I do not care who would
be the President; it would take a lot of time.

Well, finally, let us say that we decide to make the escape. I sug-
gest to you that under all of that rigmarole, if serious injury is pres-
ent, the industry is out of business. If it is threatened, probably all
of the things that are threatened have happened.

Now, I want to take you to one further development of that thing.
We have never tested, I believe you have said practically the same
thing today, due to the depression and due to the war, and due to the
rehabilitation, we have never had a real test of our rates under the
reciprocal trade agreements. If that be true, and especially under
this calculated-risk way of making these rates in the past, I do not
think it is unreasonable to assume that we would have an enormous
concentration of requests for escapes whenever we improved the con-
dition of the world, and get it into something relative to normal.

If we proceeded to take those escapes, I think it is apparent that
you have thrown your reciprocal-trade system all out of line, be-
cause when the other fellow gets through taking his compensating
escapes you have nothing left.

Mr. RYDER. In regard to this balancing that you are talking about,
I never said that you balance the injury against the benefits. I said
that in any reduction, there is always some element of risk of injury
and that you balance the benefits against the risk.

If you make a mistake and take what proves to be too great a risk,
that is where the escape comes in.

Now, I agree if you should use the escape clause in a widespread
way, you would uproot most of the agreements, of course, but I very
much doubt whether that will ever happen. I cannot say it will not
ha ppen. I doubt very much whether it ever will happen.

Senator M.LMIKIN. I think that your testimony makes it clear that
under your view, whether you follow the peril-point procedure or
whether you follow any procedure, there are so many unrealities in
the picture that you are taking chances on what is finally going to
happen.

Mr. RYDER. That is right.
Senator MimwI~N. That I assume runs all through the thing.
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Mr. RIDER. I think that that is largely true under the present
world situation. I think, however, that the chances are very much
in favor of the agreements being successful, and our whole situation
improving, but that is just my opinion, and whether it is correct re-
mains to be determined in the future.

Senator MILIKIN. Now, Doctor, you will be ready to put in your
peril points by March 5?

Mr. RYDER. Oh. yes.
Senator MILLIKIN. On all of these?
Mr. RYDER. The Tariff Commission always follows the law.
Senator MILLIKIN. That is good, and that is very heartening, too.
Senator LUCAs. Even if the Senators do not.
Mr. RYDER. I would not comment on that.
The CHAIRM-A,. Are you a lawyer?
Mr. RYDER. No, I am not, I am sorry to say, being in the company

of such distinguished lawyers as I am facing now.
The CHAIRAN. I wanted to remind my distinguished friend here

from Colorado that on his continuous emphasis of the stretched-
out delays in getting relief under the escape clause, by the same token,
and applying the same suppositions, it would take about two eternities
to try an ordinary lawsuit that had to start down in some local county
in one of the States, and go all of the way around through the courts
and up to the Supreme Court of the United States, and maybe back
two or three times, but that is no occasion to disregard that process.

Now, as I understand what you have said, Doctor, it is this, on the
question of arriving at an exact point that could be characterized
as a peril point, that under the oldprocedure, that is, the procedure
prior to the act of last year. the present law, you had all of the facts
that you could gather in mind, but you never fixed an absolute point
as a practical proposition until actually you had negotiated the treaty.
You 'had gotten to the point where the two parties minds were meeting;
is that right?

Mr. RYDER. That is right.
The CHAIRMAN. Up to that point there could be a shift or there

could be a change or there could be a modification of it. if any
intervening fact called for a shifting or modification.

Mr. RYDER. Yes, sir.
The CHAIRMAN. Whereas under the present system, under the pres-

ent law, the Tariff Commission must itself as a Commission, and in
advance of actual negotiations, but only simply and because negotia-
tions had been decided upon, must sit down and determine a peril
point. And beyond that, regardless of what should happen up to
the actual hour. when the trade agreement was negotiated, and the
parties had met in their thinking, there could be no deviation by the

resident unless the President threw himself in opposition to the
Tariff Commission's findings and judgments, and submitted that to
the Congress.

Mr. RYDER. That is right. That is the present law, I think.
The CHAIRMAN. Well, now, I want to emphasize this fact that you

say of course there is an element of risk in the change of any tariff
(lilties. There is an element of risk in fixing them originally by the
Con xress; is that right?

Mr. RYDER. Of course that is right. As you know, I participated
in that as an adviser.

828



EXTENSION OF RECIPROCAL TRADE AGREEMENTS ACT

The CHAIRMAN. Whatever method you pursue, you are taking some
risk or you are running the risk.

MRr. RYDER. You cannot avoid it, and if you are going to have any
trade agreements, you have got to take, I assume, a certain amount of
risk. It is unavoidable.

The CHAIRMAN. Very well.
Senator MILLIKIN. Dr. Ryder, you have placed your peril points to

the President and he receives this other advice, which I assume he gets.
He still has the power to say to his negotiators, "You negotiate within
a certain range." If he puts the range so that there is leeway to go
below the peril point, why, then of course he makes an explanation.

I suggest he is the master of his own explanation. He can give it
all of the support that he wants, and I suggest that if he should do
that and do it on good reason, he would have the support of the country,
and if he does not do it he should not have the support of the country.

The CHAIRMAN. Very well, Doctor. Thank you very much.
Senator BREWSTER. I would like to ask a few questions.
As I understand you, you quarrel with peril points, but you use it

as a twilight zone which people enter somewhat at their peril. At one
end of it you are probably safe, and at the other end of it you are prob-
ably in a quagmire. Is that a fair statement?

Mr. RYDER. Yes, sir.
Senator BREWSTER. You spoke of 30 and 35 percent as an example,

and nobody knew quite which point would make trouble, but some-
where between there you thought probably that in that instance it
might come.

M r. RYDER. I was illustrating that if you fixed a point of 35 percent,
it might make it impossible to make an agreement. I have seen nego-
tiations turn on the difference between 30 and 35 percent, or some such
difference. I do not think that there is anybody who can determine
at least in advance the difference in the effect of 30 and 35 percent duty.
You can not get it that fine.

Senator BREWSTER. Then you get down to 25 or 30 percent.
Mr. RYDER. I gave an illustration the last time I testified here, last

June. Other people in the Trade Agreements Committee and the
other people of the Tariff Commission might have a different view,
but I think that on a given article a 50 percent duty was entirely safe,
and no injury could possibly result, but I might think with a duty as
low as 25 percent the industry would be seriously injured, but where in
between those two rates you would fix your duty, cannot be determined
precisely. If you put it at 40 percent-

Senator BREWSTER. You are taking a calculated risk.
Mr. RYDER. But if you could give 35 percent, you might get a lot for

it, and in the event it might turn out that 35 uercent duty would be
entirely safe.

Senator BREWSTER. That is what you would characterize as taking
a calculated risk.

Mr. RYDER. In other words, as you reduce the duty, let me repeat, the
risk increases somewhat, and in any tariff making, whether by Con-
gress or any others, the element of risk is always involved. You cannot
get away from it.

Senator BREWSTER. You recognize that the President has repeatedly
stated, and I think others, that they would not consciously allow in-
jury to any American industry.

I I I
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Mr. RYDER. Serious injury; yes.
Senator BREWSTER. That is the cornerstone on which we are trying

to proceed. That is the accepted philosophy. Is that right?
Mr. RYDER. I think that that is correct.
Senator BREWSTER. Then why would there be the objection to hav-

ing the educated guess of the Tariff Commission, which is certainly
the most scientific and nonpartisan body that we have to determine
that?

Mr. RYDER. Well, in the first place, your views in a controversial
field, and a very doubtful field, are tied up largely with your philoso-
phies, and you have a Commission membership more or less equally
divided in tariff philosophy, and, in the second place, I do not believe
particularly under existing conditions it is possible for anybody to
in advance fix precise points beyond which you cannot go without
injury.

Senator BREWSTER. Just a moment. As Senator Millikin pointed
out, you finally do fix it, and you finally do make a trade in which you
fix points, and you, speaking now of the President, he is obligated
that he would not consciouslyallow serious injury to American indus-
try. I am sure that the President would not be offended if we should
suggest that the Tariff Commission, with its great staff and very long
experience and technical qualifications, is better able to determine that
than the President, with all of his other responsibilities.

Mr. RYDER. I do not think anybody is able to determine it in the
way that is required by this law.

Senator BREWSTER. Well, somebody certainly does determine it.
Mr. RYDE. I do not think so.
Senator BREWSTER. You spoke about the various fields. What par-

ticular items in the tariff have you concern about at present as to
possible prejudice under existing agreements?

Mr. RYDER. I do not think it would be proper for me to go into
individual items in my position, as to whether or not they should be
considered. There have been increases in imports of certain fisheries
items, but I do not think it would be proper for me to say that.

Senator BREWSTER. Does the fishery situation give you any concern?
Mr. RYDER. Fishery imports are increasing, and we are looking into

it carefully, and there are other situations of that kind.
Senator BREwSTER. Did you hear the testimony of the fish people

here today?
Mr. RYDER. No; it was the first day I was unable to be present.

We have been busy carrying through this law, you know.
Senator BREwSTL They showed that in the last couple of years

they have gone up from about 10 percent to around 33 percent. They
showed in January of this year it was 20 percent over January a
year ago and, if that rate continued, it would become exceedingly
serious.

Now, they further pointed out that Canada was heavily subsidizing
the production of fish with bounties to building fishing vessels, and
the same thing in Iceland and Newfoundland. And there rapidly
was developing a productive capacity up there so that when you
finally proceeded to your escape clause, then, and found the serious
injury, which seemed to so rapidly be developing, you would not only
have to consider the consequences to our industry but you would have
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to consider very seriously the injury to our Canadian and Newfound-
land friends who would have built up a capacity as a result of our
lack of foresight that would disrupt both our economies.

Is that a situation that you feel invited your solicitous attention?
Mr. RYDER. Well, of course, in the Tariff Commission, in any find-

ings it would make, it would not have any regard to what effect that
would have on Canada. We would have regard under the escape
clause only for the effect on the domestic industry. Senator Millikin
raised a point as to what the President would do, and as to whether
he would take that into account or not I could not say.

Senator BREWSTER. Did the potato situation this fall come to your
attention at all?

Mr. RYDER. I have heard of it; yes.
Senator BREWSTER. Did you take action in regard to that?
Mr. RYDER. No.
Senator BREWSTER. Although that became serious enough so that

the President did take action.
Mr. RYDER. I do not know much about that. I know some one told

me there was an application over at the Department of Agriculture
for the President to order an investigation under section 22 of the
Agricultural Adjustment Act, but that was never done. Under the
Agricultural Adjustment Act, we investigate only on order of the
President, and no order of the President ever came over in regard to
potatoes. It is just hearsay on my part that there was an application.

Senator BREwsTER. Well, the situation became so critical that under
our support program, practically all of the potatoes then being sold
in this country were being bought by the Government as a result of the
Canadian importation.

Mr. RYDER. I knew that.
Senator BREWSTER. It did not injure the American producers be-

cause the Government was paying the bill. It was costing our Gov-
ernment more than $100,000,000 to absorb the production.

Mr. RYDER. That is a case which I do not think could have been
handled under the escape clause. It might have been handled only
under section 22, and as I say, under section "22 the Commission acts
only on order of the President, only when the President directs us to
investigate.

Senator BREWSTER. What about the watch situation? Has that
come to your attention?

Mr. RYDER. Oh, yes.
Senator BREWSTER. Have you made any investigation of that?
Mr. RYDER. We made considerable investigation of it a year and a

half or 2 years ago, and wrote a very extended report on it. Since then
I personally have not been able to give much attention to the watch
matter. There is no escape clause in the Swiss agreement, so there is
no action that the Commission could take. The only thing that could
be done would be to investigate and get out a report as it did a year and
a half or 2 years ago.

Senator BimWSTER. You are aware that one of the watch companies
meanwhile has gone into receivership?

Mr. RYDER. Oh, yes.
Senator BpxwsT=. And has the situation on our fats come to your

attention? That was testified to at some length here.
Mr. RYDER. On whatI
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Senator BREWSTER. On fats and oils.
Mr. RYDER. I have not been aware of any very serious situation

arising on fats and oils, no.
Senator BREWSTER. I think that he said they had gone up to 600.000,-

000 pounds. That is what I recall.
Mr. RYDER. Imports of fats. I know that they fell off during the

war, and now they have increased.
Senator BREWSTER. During the years of the operation of the trade

agreements there has not been a serious test of the peril points; is thatrigIt ?
V. RYDER. No. There were two or three cases where action was

taken by agreement with foreign countries before we had the escape
clause. The silver fox furs was the most important one. I remember
the silver fox furs, because I had a good deal to do with getting the
action through. But that was before the war. Since the war there
has been no occasion for action.

Senator BREWSTER. How does our protective tariff barrier compare
with the period following the First World War, as far as rates and
protection are concerned?

Mr. RYDER. You mean before the Tariff Act of 1921?
Senator BREWSTER. Under the Underwood tariff, yes.
Mr. RYDER. It would be hard to compare them. We did have some

comparison of it, but I have forgotten how they compare. I do not
think the present rates are quite as low as they were in the Underwood
tariff, although it might be that they would be lower because of the very
high prices which reduce the ad valorem equivalents.

Senator BREWSTER. I think it has been testified that they are 50 per-
cent of the Underwood tariffs.

Mr. RYDER. There are two factors involved there. The first is
the reduction of trade agreements of the duties, and secondly the
specific duties, the high prices have reduced the ad valorem equiv-
alents of those very greatly.

Senator BREWSTER. So that we are, I think the testimony showed
that we are about 50 percent of the fence that we had in 192() at
this time. We have lowered it that much.

Mr. RYDER. All of those figures are given in the summary of the
first report on the operation of the Trade Agreements Act, which has
been printed and all of you no doubt have copies of it. I do not carry
figures like those in my head. t

Senator BREWSTERM What was the date of that?
Mr. RYDER. It was issued from the Printing Office 2 or 3 weeks ago. t

It was completed I would say last summer some time.
Senator BREWSTER. Have you followed the development of Euro-

pean production this past year?
Mr. RYDER. As far as we can, yes. It is very difficult. e,
Senator BREwSTER. How does that compare with prewar?
Mr. RYDER. Well, it is hard to say. It varies from country to

country, as I understand it. Some of the countries have recovered h
so that their production is higher than it was before the war, at least ar
in value, but the increase in many cases, as I understand it, has been ar
very largely in industries producing for home consumption.

Senator BRWSTER. That is not true about the British, is it? of
Mr. RYDER. The British, of course, are tightening their belts and

they are living on what we would think is almost a starvation diet,
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and some of the fellows that I have met at Havana when I was down
there at the conference say that the allowance they get for clothes,
the rationing tickets for clothes, is very inadequate.

Senator BREWSTER. They removed that recently, and have they not
also bought up most of the Australian wool crop with our money M

Mr. RYDER. I do not know about that.
Senator BREVSTER. You do not know about that? I
Mr. RYDER. I do not know that they bought it with our money.
Senator BREWSTER. Then let us say that they bought it, following

the very large advances which we made to them.
Mr. RYDER. Well, I would have to look into that.
Senator BREWSTER. Would that interest you at all?
Mr. RYDER. I am always interested in questions of that sort.
Senator BREWSTER. So that what price we pay for that wool will

be determined by the people whom we are seeking to benefit. Do
you think that that is exactly equitable?

Mr. RYDER. Well, I would have to look into that before I express
any opinion.

Senator BREWSTER. What is the British rate of export as compared
with prewar?

Mr. RYDER. I have seen the figures recently. In value they are
exporting somewhat more than they did before the war.

Senator BREWSTER. How much more?
Mr. RYDER. I forget, Senator.
Senator BREWSTER. Would it surprise you to know it is 158 percent?
Mr. RYDER. Well, that is on a value basis, and I would say in

quantity there has been little increase.
Senator BREWSTER. Would the fact that European production out-

side of Germany was now 18 to 20 percent or 25 percent above prewar
give you any occasion for concern as to the impact of their imports
upon us during the next year?

Mr. RYDER. I have not seen any indications from any industries that
there is likely in the immediate future to be any large increase in
imports in many items. There may be.

Senator BREWSTER. What was our rate last year, the rate of imports
last year?

Mr. RYDER. I cannot remember the figures, Senator.
Senator BREWSTER. Well, Dr. Ryder, it would seem as though some

of these things, was not our rate of import last year the highest, in
the entire history of this country?

Mr. RYDER. Surely it was; if you want to go into that, I could have
told you that.

Senator BREWSTER. Was it not $7,000,000,000?
Mr. RYDER. Yes, it was 7 or 8 billion dollars.
Senator BREWSTER. And it is climbing steadily as we approach the

end of the year, so that at the end of the year it was on the upgrade.
Mr. RD ER. Yes, sir.
Senator BREwSTER. The January figures are the only ones which I

have seen of that, and have similarly indicated a continuing increase,
and yet you testify that you see no occasion for concern that imports
are rising to a point that threaten serious injury to American industry.

Mr. RYDER. I say that is in general true. A large part of the increase
of imports is due to a very great inct'ease in prices, particularly in
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raw materials, and our industries are working at capacity and imports
for the industrial production are greater than ever in our history.
These and many other factors must be taken into account. You have
got to look into the composition of that trade, rather than into the
total volume or the total value of it.

Senator BREWSTER. How is it distributed between the free list and
the protected list, the dutiable list?

Mr. RYDER. I do not remember the percentage.
Senator BREWSTER. That is all.
The CHAIRMAN. Thank you very much.
Mr. RYiE.m Mr. Martin suggested that you may think from my

testimony that I took into consideration-I do not know what he
means by it exactly-the calculated risk factors in finding the peril
points. In finding the peril points under the law. I tried to follow
the law as far as I can interpret it fairly and squarely.

Senator MILLIKIN. I think it is clear what you would do under your
own system as distinguished from what you are doing under the law
in which you are operating.

Mr. RYDER. I hope it is clear.
Senator LUCAS. You mentioned a moment ago that at one time you

had under consideration the investigation of the watch industry in
this country, as it was being affected by imports. May I ask you
what caused you to make that investigation?

Mr. RYDER. Senator, we have authority under the original powers
of the Tariff Commission to study and investigate and report to the
Congress and the President on any operation of the tariff and on the
effect of imports on domestic industry. In carrying out that func-
tion, the Commission began a series of reports. We called these re-
ports the War Changes in Industry Series. We planned about 70
reports, but with the pressure of other work, and the reduction of our
staff, I do not remember how many we have gotten out, but it is a much
smaller number than we expected. One of them, however, was on
watches.

In connection with the watch report, we did a considerable amount
of work, field, and otherwise, in getting together information on the
watch industry. As I stated to Senator Brewster, I believe, there
is nothing that the Tariff Commission can do with respect to watches
except to publish such a report. Watches are in a trade agreement,
and therefore are not subject to section 336, and as they are in a trade
agreement which has no escape clause, we can take no action under
the escape clause.

Senator LUCAS. I understand that. I was just wondering what
effect any recommendation or any investigation you would make with
respect to the watch industry would have upon the industry as far
as benefiting it is concerned, in view of that trade agreement that
we have with no escape clause, and why you made it.

Mr. RYDER. As I said, we planned about the time of the end of the
war, these war changes in industry reports, and in doing so we picked
out the industries in which we thought there was a probability that
there might be import problems in the postwar period. The watch
industry is one of those that we picked out to make the study and
report on.

Senator LUCAS. Did you make any findings in that report I
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Mr. RYDER. No; we discussed the whole situation as it was at that
time.

Senator LuCAS. Let me ask you one further question. Was any-
thing ever done by the State Department following the report that you
filed ?

Mr. RYDER. I think they did get one year a gentlemen's agreement
for some limitation on imports, but I think that that was probably
before our report was published. I do not think that anything has
been done since then.

Senator LuCAs. All right.
Senator BREWSTER. Did the members of your staff operate as negoti-

ators prior to a year ago?
Mr. RYDER. Oh, yes; the members of the Commission's staff who had

been members of the country committees have nearly always served in
connection with negotiating teams. We have usually considered that
they were there in an advisory capacity, but they have and should, I
think, if we are going to get the best results, since they are the ones
who have the facts, and are familiar with the facts, use the arguments
that may be necessary to convince the foreign country that we cannot
go more than so far in reducing the duties on certain articles.

The CHAIRMAN. All right, Doctor; thank you, sir.
I believe that completes all of the listed witnesses except Mr. Brown,

who is to appear for Mr. Thorp. Are you ready to go on this after-
noon ?

Senator MILLIKIN. I am perfectly willing to go ahead, but the ex-
amination of Mr. Brown will be very lengthy and as far as I am con-
cerned, I would rather go over to tomorrow.

Mr. BROWN. I think Senator Lucas also had some questions.
Senator LuCAS. I had one or two questions with respect to the watch

industry.
The CHAIRMAN. You come around and answer Senator Lucas' ques-

tions now, if you are prepared to do so.
Senator BREWSTER. Have you heard anything further from Senator

Flanders?
The CHAIRMAN. No, sir; I have not. I have advised him that he

could be heard, if he wished to. I should make this announcement, that
Senator Malone would like to a pear before the committee in the
morning for a brief statement. Whether it will be confined to trade
agreements or will relate to the bill that recently passed the House
to lift or suspend duties on copper I am not sure. He was to have been
here this afternoon, but on account of the Tariff Commission witnesses,
I asked him to come tomorrow morning, and he said that he would
come. I told him we would be very glad to hear him at 9: 30 tomorrow
morning.

I have also notified Senators Smith and Flanders if they wish to

make an appearance, they could come in in the morning.
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STATEMENT OF WINTHROP G. BROWN, CHIEF OF THE DIVISION
OF COMMERCIAL POLICY, COMMITTEE FOR RECIPROCITY INFOR-
MATION, DEPARTMENT OF STATE

Senator LuCAS. Mr. Brown, I had in mind a question or two that
was raised on yesterday, I think, before this committee with respect
to the import of the 7,700,000 watches that was agreed on between this
country and Switzerland as a quota, and according to my information
fhat Ilhave before me, instead of complying with the 7,700,000 units
that were presumed to be imported into this country, there was some-
thing like 9,600,000.

All of the figures used are including the indirect exports and the
direct exports.

Now, I was rather amazed at the discrepancy there, and I am won-
dering if you have an explanation for it.

Mr. BROWN. I think that I have, Senator.
The agreement of April 22, 1946, between the Swiss and ourselves

was an exchange of notes in which the Swiss Government undertook
that they would limit the direct exports of watches from Switzer-
land to this country to the approximate amount of the direct exports
in the preceding year. That was the figure of 7,700,000 units. After
that agreement was made, they imposed controls over the direct
exports of watches from Switzerland to this country.

They established quotas, quarterly quotas for such exports, which
were within the 7.700,000 quota.

Now. during 1946, the shipments which were made directly to the
United States from Switzerland according to the Swiss records were
7,450,000 units, and that was about 300,000 less than the agreed-
upon amount. Our import figures showed imports of something
over 9,600,000 units during the same period of Swiss origin. That
is a very large discrepancy on its face.

The reasons for it are twofold, one that our import figures are
computed on a different basis from the Swiss export figures.

Senator Luc%s. Why should that be?
Mr. BRow-N. May I explain further, please.
Secondly, because our import figures include imports of Swiss

origin from whatever source, that is, not only directly from Switzer-
land, but through third countries.

Now, taking up the second point first, because that is the most
important. our records showed--Department of Commerce records
showed-that in the year 1946 about 1,200,000 watches of Swiss
origin came into this country not from Switzerland but from third
countries. That was something over which the Swiss had very little
control.

Senator Lu'.AS. What about the United States of America?
Mr. BROWN. The only way in which we could control it was by

the imposition of a quota and the Executive, Of course, has no au-
thority to impose a quota. t

Senator LuCAs. And where do these 1.185,000 watches come from? t
Mr. BROWN. They came from South Americani countries, from t

Portugal, France, and other places.
Senator LucAs. Well, was the Government of Switzerland acting r

in good faith with this country when they permitted this amount of t
watches to leave their country and go to other countries?
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Mr. BROWN. They could not help it, sir. We did not ask them to
cease their exports of watches to a third country. We could not do
that.

Senator LUCAS. I understand that.
Mr. BROWN. The Swiss did take certain measures, such measures as

they could, to control the third-country imports, that is, the watches
coming in through third countries. The agreement was reached on
the 22d of April, and it applied for the year 1946, so that almost 4
months had gone by already, and many watches had left Switzerland
for third countries about which they could do nothing, because they
were already out of the country.

If our importers went down to Latin America and bought Swiss
watches and brought them in, that was not something which the Swiss
Government could control.

Senator LUCAS. I agree with you as far as the first 4 months were
concerned.

Mr. BROWN. And then they did take steps in the sense of requiring
certain affidavits and assurances from exporters, and the result began
to be felt as the year wore on. In the following year. the indirect im-
ports fell off to a very low figure. indeed, so that those controls did
become effective over a period of time.

Senator LvcAs. Is that still in effect?
r1". BROWN. NO, sir.

Senator LuCAs. It was in effect for a year?
Mr. BROWN. It was in effect for the year 1946, and the first 3 months

of the year 1947.
Senator Luc. s. It was not very effective, as far as keeping the quota

down to 7,700,000.
Mr. BRowN-. It was as effective as was within the power of the Swiss

Government.
Senator LUCAS. What was the number of watches shipped in during

the last year?
Mr. BROWN. You mean during 1948?
Senator LUCAS. During 1948; yes.
Mr. BRoWN. I think that the figure is 9,044,599.
Senator LUCAS. Let me ask you this question: Has the State De-

partment every pursued that policy further in attempting to try to
reach some sort of an agreement with the Swiss people?

Mr. BROWN. No, sir.
Senator LucAs. Why was it that you did it at that time?
Mr. BROWN. For this reason: That the representatives of the Amer-

ican watch industry came to see us and said that they had been in the
position of producing for the armed services and not for the civilianl
market during the war. as had man other industries, but their situa-
tion was different from that of otier industries because the Swiss
imports had been coming in during the war period and had been
bought 'by the American civilian population. Therefore, they felt
that they were at a disadvantage in converting back to or regaining
their civilian market, and they said to us, "We want the assurance
that we will not be prevented rom getting back into civilian produc-
tion and market again. We feel that we have been working for the
national defense,. and that we should not be put under any disadvan-
tage for that reason."
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They said also to us, "We do not want to stop Swiss imports, we do
not want to put the jewelers and importers out of business, and we
don't want to prevent the American consumer from getting a watch.
All we want is to be sure that for a period of a year or so we will have
a chance to get the first crack at the domestic market, and we think,
therefore, you should negotiate an agreement with the Swiss which
will keep from flooding the market and will let us have a crack at a
certain share of it."

Now, the difference of opinion between us and the representatives
of the jeweled-watch industry was as to the size of the domestic mar-
ket. It was their feeling that it would not exceed 5,000,000 units.
Therefore, they suggeste that we have a quota of 3,000,000 watches,
because they expected that their production would be in the neighbor-
hood of 2,000,000, and that that would just about satisfy the domestic
demand.

We felt that the domestic demand would be very much greater than
that. We thought that it would be at least 10,000,000 watches. We
felt their production would be in the neighborhood of 2,000,000, and
therefore a quota of 7 700,000 would approximately meet the situa-
tion. That was the difference of opinion.

It happened that in that case we were correct, and the market did
absorb not only 10,000,000, but something over 11,000,000 watches in
that year.

Senator LuCAS. Of course, I cannot understand, if the State De-
partment would make an agreement of this kind, why they would not
make an effective agreement, and when the time came that you set
7,700,000 watches to come into the country, regardless of where they
were from, that you would have determined that in the beginning
and had a definite understanding with these people that when that
quota was reached you would put a stop to the importation of watches,
otherwise the agreement was innocuous and the same as nothing, be-
cause when you look at the statistics for the years of 1944, '45, '46, '47,
and '48, you could not get from those statistics that there was ever
any agreement between the State Department of this country and the
Swiss.Government as far as any quota on watches was concerned.

Mr. BROwN. Those things cannot be done immediately Senator, and
if you will notice the imports for the following year, 194, you will see
that they were only 7,800,000 units, and that there is a sharp dip in the
level of imports in that year.

To a considerable extent, that reflects the effect of this agreement.
Senator LucAs. That does not explain the point that I am making at

all. The only point I am making is that if you are going to make an
agreement with another country, it does seem to me that you should
have an effective agreement. In other words, if you say that you are
going to deny any importation of watches over and above 7,700,000,
there should be some way to enforce that agreement.

Mr. BRowN. We didn t say that, Senator.
Senator LucAs. What did you say?
Mr. BRowN. We secured an agreement of the Swiss Government that

they would limit their direct exports to this country to that figure, and
we were unable to secure their agreement because it was not possible for
them to control the indirect exports and we in the administration have
no legal authority to do so.
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Senator LucAs. I know that, and that is why I think that it was a
mistake in the first instance to even consider a gentleman's agreement if
it was not going to be effective.

In other words, if the watch industry was not pleased about it, and
the Swiss Government was not pleased about it, because undoubtedly
somebody along the line sent Swiss watches directly into South Ameri-
can ports, and they never stopped there, they came right on up to this
country, because you cannot get 1,800,000 Swiss watches from South
American countries unless there is some understanding with the Swiss
people. That is my own opinion, based on nothing but my own imagi-
nation, but I think there may be something in it.

Mr. BROWN. You would have to get an agreement with our own
importers who also would like to tap other sources of supply.

Senator LuCAS. Do you believe from all you know in the State
Department about the watch industry in America, that there is a
serious injury or a threatened injury to this industry, as a result of
these imports coming in?

Mr. BROWN. I do not, sir.
Senator LuCAS. So there would not be any point in attempting to

arrange with the Swiss Government an escape clause in the present
treaty that you have with them?

Mr. BROWN. No, sir. That does not follow. I believe that all of
our trade agreements should have the escape clause in them, and it
is certainly our desire and our intent to take every step that we pos-
sibly can to get the escape clause in the agreements which do not now
contain them, and we are doing everything and will continue to do
everything that can be done in that process, which as you know in-
volves a process of negotiation with other countries.

Senator LuCAS. What are the necessary steps in order to put an
escape clause in?

Mr. BROWN. Just an agreement with the other country.
Senator LucAs. Just an agreement on that one point, that is all

that you would have to have?
Mr. BROWN. That is all that would be necessary; yes.
Senator LucAs. Well, I do not want to appear critical at all, but

if I were in the State Department and attempting to make an agree-
ment of that kind with another government similar to what you made
with respect to the watches I would hesitate a long time before I
went into any agreement of tat kind.

The CHAIUAN. Is there any further questioning ?
Mr. BROWN. Mr. Chairman, there was a further point bearing on

the discrepancy in imports which I think Senator Lucas might be
interested in, and that was that about 900,000 of the larger figure are
imports of movements which are classified as watches under our tariff,
but are not watches as we normally understand them, and do not com-
pete with the jeweled watches.

There is an arbitrary definition in our tariff based on the width
of the portion of the watch called a pillar plate.

Senator LuCAS. You found that out after you made the agreement?
Mr. BROWN. We knew that.
Senator LucAs. You didn't take it into consideration?
Mr. BROWN. The Swiss limited the direct exports of watch move-

ments, and our statistics show a higher figure, because our statistics
include things which are not commonly known as watches.
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I wonder if I might put in the record, sir, a study on that point
which was made by the Tariff Commission and which gives the de-
tailed figures?

Senator LUCAS. I would like to have it.
The CHAIRMAN. You may put it in at this point.
(The information is as follows:)

UNITED STATES IMPORTS OF SWISS WATCHES AND NVATCH MOVEMENTS DURING THE
OPERATION OF THE SWISS UNDERTAKING OF APRIL 1946 TO RESTRICT ExPoRTs OF
SUCH ArICES TO THE UNITED STATES 1

Following an exchange of memoranda between the United States and Switzer-
land on April 22, 1946, the Swiss Government undertook inter alia to limit
shipments of watches and watch movements to the United Staltes durtn'g 1946
to a number not in excess of that in 1945; and it undertook to limit shipments
during the first 3 months of 1947 pro rata on the same basis. The Swiss also
undertook to initiate measures to channel shipments of Swiss watches and watch
movements directly to the United States, with a view to discouraging shipments
through third countries.

Official Swiss statistics report that exports of watches and watch movements
to the United States in 1945 totaled 8,369,000 units. An estimated 650,000 of
these, however, were not actually shipped to the United States; they were sent to
United States Army post exchanges and naval ships' stores located outside
the United States. The Swiss quota undertaking did not apply to these latter
shipments; it applied only to shipments made directly to the United States.
Those direct shipments in 1945 amounted to approximately 7.7 million units,
a number which fixed the basic quota established by the Swiss declaration of
April 1946.

For the purpose of limiting direct shipments to the United States in con-
formity with its undertaking, Switzerland issued export licenses during 1946
and the first quarter of 1947 at the rate of 645,540 units per month. That
monthly rate corresponds to an annual rate of 7,746,480 units. Switzerland's
export licenses applied only to shipments of timepieces which the Swiss clAssify
as watches. They did not apply to certain other classes of timepieces, such as
small-size alarm clocks, which United States import statistics classify as wathes.

swvis offlial statistics report that in 1946, 7.980,000 watches and watch move-
ments were exported to the United States but this figure includes 574,000 units
which were shipped to post exchanges and ships' stores outside the United
States. Shipments made directly to the United States amounted to 7,405,000
units, or about 314,000 less than the number provided for in the quota agreement.

Swiss official statistics report that during the first 3 months of 1947 approxi-
mately 1,732,500 watches and watch movements were exported to the United
States. This figure includes 88,400 units shipped to post exchanges and ships'
stores outside the United States. Actual shipments to the United States during
the first quarter of 1947 therefore amounted to about 1.644,000 units, which
compares with a quota of 1,936,600 units provided for in the Swiss declaration
of April 1946.

A foreign country's reported exports of any item to the United States in a
given year seldom coincide precisely with United States reported imports for
consumption of the item from that country in the same year. Frequently, as
in the case of watches and watch movements, the disparities are marked. These
disparities in statistics arise from four principal causes: (1) United States
trade statistics ordinarily credit imports to their country of origin, irrespective
of whether the articles are shipped to the United States directly or through
third countries, whereas foreign countries report as exports to the United States
only those articles which are shipped directly to the United States; (2) differ-
ences in classifications used by the United States and foreign countries: (3) the
speeding up or slowing down in the rate of shipments during successive year
ends; and (4) year-end variations in the stocks of imported merchandise in the

2 This report is a supplement to the report entitled "Watches" which was released by the
United States Tariff Commission on February 3, 1947. That report appeared as No. 20
in the Tariff Commission's War Changes in Industry series. Copies may be obtained by
purchase at 40 cents per copy from the Superintendent of Documents, United States
Government Printing Offce, Washington 25, D. C.
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custody of the customs and in bonded warehouses. The disparity between the
Swiss and United States statistics on watches and watch movements appears
to arise principally from the first two causes outlined above. There was also
a speeding up of shipments at the end of 1946 compared with the end of 1945.
Airplane transportation was used to a greater extent during 1946 than during
1945. No information is available on the comparative sizes of the 1945 and
1946 year-end stocks in custody of the customs and bonded warehouses.

There are no official statistics showing separately the direct and indirect impor-
tations of Swiss watches and watch movements into the United States in 1945,
the base year to which the quota applied. In 1946, however, a special compilation
was made showing for the first time both the direct and indirect imports for
consumption of watches and watch movements. These statistics, which were
released by the Department of Commerce, report total imports in 1946 at 9,655,000
units, of which 1,200,000 were Swiss products imported through third countries,
and 6,000 were of French origin. The imports reported as received directly from
Switzerland therefore total 8,447,000 units, a figure which exceeds Switzerland's
reported exports to the United States in 1946 by about 1,000,000 units. United
States direct imports of Swiss watches and watch movements in the first quarter
of 1947 totaled 1,788,000 units, which exceeds the reported Swiss exports to the
United States in that perio.l by about 144,000 units. These disparities between
Swiss statistics of exports to the United States anti United States statistics of
direct imports from Switzerland result principally from differences in the statis-
tical classifications used by the two countries. United States and Swiss authori-
ties define "watches" and "watch movements" quite differently.

United States import statistics distinguish between watches and clocks solely
on the basis of width of pillar plate. Any movement whose pillar plate is less
than 1.77 inches is classified as a watch movement: and any whose width is 1.77
or over is classified as a clock movement. On the basis of recent information
obtained by the Tariff Commission from several informed sources, including im-
porters of watches and clocks and domestic manufacturers of clocks, it is esti-
mated that from 75 to 80 percent of the reported imports of watch movements
with pillar plates in excess of 1.5 inches which entered the United States during
the 15-month period ending March 31, 1947, were for use in clocks, principall.
desk and alarm clocks. Virtually all the other imports in this size bracket were
for pocket watches.

On the basis of the foregoing estimates, about 850.000 to 900.000 of the time-
pieces imported into the United States in 1946--and about 130.000 to 150,000 of
those imported in the first quarter of 1947-which were classified in United States
statistics as watches were classified by the Swiss as clocks and therefore not
charged against the export quota they established on watches. These timepieces,
although classified as watches for tariff purposes, entered domestic trade chan-
nels principally as desk and alarm clocks.

Switzerland's reported exports of clocks and clock movements to the United
States in 1946 were valued at the equivalent of $930,000 (the number of units is
not reported), whereas United States reported imports of Swiss clocks and clock
movements in the same period-both direct and indirect shipments-were valued
at $121,000 for 7,075 units. (Presumably direct shipments alone would have been
somewhat lower than these figures indicate.) The disparity between the Swiss
and United States reports of the value of the clock trade for the year 1946 was
approximately $810,000, a sum which could account for the cost of over one-half
million inexpensive Swiss alarm clocks. Such clocks are valued at about $1.15
each for the movements and 40 cents each for the cases.

Swiss exports of alarm clocks to the United States were not important prior
to World War II. They averaged only $2,000 annually for the 5-year period
1936-40.

If the estimated United States imports of timepieces which the Swiss classify
as clock movements but which the United States authorities classify as watch
movements were deducted from United States statistics of total imports of watch
movements which came directly from Switzerland, the remainder would be be-
tween 7.56 and 7.60 million units for 1946, and between 1.64 and 1.66 for the
first quarter of 1947. These totals are below the quantities provided for ill the
Swiss quota agreement (7.7 million for 1.946 and 1.9 million for the first quarter
of 1947) ; and they correspond closely with the Swiss official statistics of actual
direct exports to the United States (7.4 million in 1946 and 1.6 million in the
first quarter of 1947).

86697-49-pt. 1- 54
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TABLZ 1.-Watch mm,ements, cased and uncased: Swiss exports to the United
States, 1945, 1946, and first quarter of 1947

Quantity (number of units)

Item January-
1945 1946 March

1947

Total reported exports --------------------------- 8,369,200 7,979, 700 1,732,500

Shipments to Army post exchanges and ships' stores outside
of the United States -------------------------------- 650, 000 674,400 88, 400

Direct shipments to the United States ------------------- 7, 71, 200 7,405, 300 1,644, 100

I Estimated by Swiss authorities.

Source: Official Swiss statistics.

TABLE 2.-Watch movements, cased and encased: Direct Swiss shipments to the
United States 1945, and by months 1946, and first quarter 1947 1

Quantity Quantity
Period (number of Period (number of

units) units)

1945' ----------------------------- 7,719,200 1946-November ------------------ 651,200
1946-January --------------------- 604.400 December ------------------- 588,800

February ------------------- 592 200
March ---------------------- 693,200 Total, 1946 ---------------- 7,405.300
A 1ril ---------------------- 630,000
May ------------------------ 668,100 1947-January -------------------- 535,300
June ------------------------ 591,100 February ------------------- 577, 600
July ------------------------ 655,700 March ---------------------- 531,200
August ---------------------- 449,000
September ------------------ 616,400 Total January-March,
October --------------------- 665,200 1947 -------------------- 1,644. 100

'These statistics are based on official Swiss reports of exports to the United States exclusive of shipments
to U. S. Army post exchanges and ships' stores outside of the United States.

2 Calculated on the basis of Swiss official estimates of shipments of 650,000 units to post exchanges and
ships' stores outside of the United States.

IThe Swiss agreement to limit exports to the United States was dated April 22, 1946, but applied retro-
actively to shipments commencing January 1, 1946.

Source: Official Swiss statistics.

TABE 3.-Swiss watch and other timepiece movements, cased and unceosed:
United States imports for consumption, 1945, 1946, and first quarter of 19471

Quantity (number of units)

Item January-
1945 1946 March

1947

Direct imports ............................................ () 8,447,100 1.,74K300
Imports through third countries ----------------------------- () 1. 202, 200 40, 900

Total imports ------------------------------------------ 9, 30W, 400 9,649,300 1. 829,200

'Preliminary for all years.

2 Not available.

Source: Compiled from official statistics of the U. S. Department of Commerce.
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TABLE 4.--Swiss watch and other timepiece movemevts, cased and uncased: United
States imports for consumption 1945, and by months 1946, and first quarter of
19471

Quantity: number of units

Period From Through

Switzer- third Total
land countries

1945 ----------------------------------------------------------- (3) (2) 9,398,400
19 -- January ----------------------------------------------- 8 9, 300 193,400 882,700

February ---------------------------------------------- 729,800 160,500 890,300
March ------------------------------------------------- 677,300 137,100 814,400

ril --------------------------------------------------- 871,400 220,00 1,092, 000
~y ---------------------------------------------------- 661,900 65,000 726,900

June --------------------------------------------------- 2, 500 54,700 683,200
July --------------------------------------------------- 612,900 36,000 648,900
August ------------------------------------------------ 732,800 88,400 821,200
September --------------------------------------------- 227,800 44,000 271,800
October ------------------------------------------------ 819,300 104,000 923.300
November -------------------------------------------- 809, 000 49,100 858,100
December -------------------------------------------- 987,100 49,400 1, OK 50

Totally 946 3 .. . . .. ..- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  8,447,100 1,202,200 9,649,300

1947-January ----------------------------------------------- 574,200 15,200 589,400
February --------------------------------------------- 641,000 12,200 653.200
March ------------------------------------------------- 573,100 13,500 586,600

Total January-March 19478 . ---------------------- 1,789,300 40,900 1,829,200

I Preliminary for all years.
I Not available.
SFi do not include 5,900 units for 1946 and 6,400 units for January-March 1947 imported from France

and of French origin.

Source: Compiled from official statistics of the U. S. Department of Commerce.

TA=L 5.-Clocks and clock movements: Swiss exports to United States, 1945,
1946, and first quarter of 1947

Value in United States dollars'

Item
1945 1946 January-

March 1947

Clocks and clock movements:
Wall and table, except alarm ----------------------------- $294, 400 $190,400 $32, 500
Alarm ------------------------------------------------- 769,400 739,800 17,700

Total -------------------------------------------------- 1,063,800 930, 200 i 209,200

'Not reported by number. Values in Swiss francs converted at I franc equals $0.2336.

Source: Official Swiss statistics.

TABLE 6.-Clocks and clock movements: United States imports for consumption,
1945, 1946, and first quarter of 1947"

Quantity (number) Value (dollars)

Item
195

I. I

Olocks and clock movements (including
watches and watch movements 1.T7
inches wide or more) valued at:

$ each or less ------------------------
Over $5 each --------------------------

TotaL ............................

14,100
3,800

17,900

3,700
3,400

7, 100

January-
March
1947

1946

$31,700
114,200

1,060 145,900

January-
1946 March

1947

$12,300 $400
109 , 100 27.600

12. 400 i12,000

I Preliminary for all years.
Source: Compiled from official statistics of the U. S. Department of Commerce.
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Senator MILLIKIN. Now, Mr. Brown, what is the life of the Swiss
trade agreement?

Mr. BROWN. It may now be denounced at 6 months' notice. The
original 3-year period has expired.

Senator MILLIKIN. So that either party could denounce it on 6
months' notice?

Mr. BROWN. Yes, sir.
Senator MILLIKIN. If the agreement is considered desirable in its

over-all aspects, that affords you good leverage for a deal, does it
not?

Mr. BROWN. If we consider it desirable from our point of view,
Senator, I do not think that it would.

Senator MmLiKIN. Well, assuming the facts are as reported here,
do you feel that the favorable trade balance that we have with Switzer-
land is sufficient to warrant the continuance of that agreement despite
the facts which Senator Lucas has developed?

Mr. BROWN. I think it would be desirable to continue the agree-
ment. I think it would always be desirable to have an escape clause
in it.

Senator MILLIKIN. As between our choice of continuing the agree-
ment and continuing this situation, would you choose to denounce or
would you choose to stand by the agreement?

Mr. BROWN. I prefer not to answer that question, sir, for reasons
which I think are quite obvious: that I do not have a definite posi-
tion on it, and in the second place, if I did have it, I do not think it
would be a good thing to have the Swiss know.

Senator MILLIKIN. I mention again that you have quite a little
trading point there. As these watches came into this country through
this circuitous route, did the State Department know the quantity of
those imports, what they usually were?

Mr. BROWN. I do not think that there was usually a considerable
amount of third-country imports.

Senator MILLIKIN. Was that factor in mind when the deal was
made?

Mr. BROWN. Yes.
Senator MIULKIN. Still, no proper caution was made against that

until it was too late?
Mr. BROWN. We have no power to impose a quota by Executive

action.
Senator MILLIKIN. You had the power to deal with Switzerland.
Mr. BROWN. Only to the extent that they would agree.
Senator MMIJKIN. Did you attempt 'to make allowance for the

possible destruction of the agreement by circuitous exports?
Mr. BROWN. They refuse to make any undertaking that they would

limit the indirect imports, because they did not think that they could
live up to that undertaking as a practical matter, but they did take
the measures that were open to them and did effect a very substantial
reduction of those indirect exports.

Senator MILLIKIN. As a practical matter, you make a deal with
them to achieve a net income of 7,000,000 plus, and that is upset by
the circuitous imports.

What affirmative steps did you take not to limit the circuitous im-
ports, but to limit the 7,000,000 if circuitous imports developed j
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Mr. BROWN. There were no steps that we could take, we had a
defininte agreement on that point, and that was as far as they would
go.

Senator MILLIKIN. You believe that would be outside of the realm
of a fair negotiation?

Mr. BROWN. I do not understand that question, sir.
Senator MILLIKIN. I think any businessman trying to secure a net

effect of 7,000,000 imports would take those protective provisions to
bring that result, and with the information before you that the re-
sults would be upset by circuitous imports which you could not pre-
vent, you could put elasticity in your 7,000,000.

Mr. BROWN. Sir, I think that I have not made clear what the
objective was that we were endeavoring to achieve by the agreement.
The objective we were trying to achieve by the agreement was to
secure a limitation on the imports of Swiss watches to a figure which
would permit the domestic jeweled watch industry during the period
ending in March of 19447 to sell all of the watches that it could pro-
duce, and that we did achieve by this agreement, because they sold
every watch that. they could produce, and in the agreement the Swiss
undertook to limit their direct imports to 7,700,000 and as far as the
direct imports were concerned, that was the agreement that we made.

We knew there would be some indirect ones, and we did not know
how much they would be.

Senator MILLIKI.N. I am merely suggesting that you did not pro-
tect your main base sufficiently against these indirect imports. Now,
Switzerland has a completely controlled economy on the watch busi-
ness, has it not?

Mr. BROWN. There is a considerable degree of Government control.
Senator MILLIKIN. You were here when we read the report from

the legation at Bern, and they have control over exports and so the
Swiss Government as such can keep that matter in complete control?

Mr. BROWN. Yes.
Senator MILLIKIN. Which I suggest also gives you further bar-

gaining power, and that leads me to the question: Axe you attempting
to cure this situation with any kind of negotiations at the present
time?

Mr. BRowN. I would prefer to state we are taking every step that
we can, and will continue to do so to get the escape clause in every
trade agreement which we do not have.

Senator MiLLIKIN. I am not talking about the escape clause. I am
talking about making a further agreement with Switzerland to bring
their exports under some sort of an allocation.

Mr. BROWN. No, sir. We are not.
Senator MILLIKIN. Have you any intention of doing so?
Mr. BROWN. Not at the present time.
Senator MILLIKIN. I have received information which I do not

volich for at all, that this Swiss allocation was to be 3,000,000, and
that it was pretty well agreed all of the way along the line, including
the United States officials, that was mysteriously upset by some inter-
vening influences here.

Just to clear the atmosphere on that, will you make a statement
of fact ?
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Mr. BROWN. The original proposal asked for by the domestic watch
industry was a quota of 3,000,000 for the reasons which I gave you
(and they estimated that that would-be what the market would be).
That proposal was made to the Swiss Government and it was incon-
tinently rejected by them, flatly, and absolutely, and they would not
even consider it. That was the mysterious influence, sir.

Senator MILLIKIN. And that answers completely what I heard.
I heard that Switzerland was inclined to be favorable, but that the
deal was almost negotiated when it was upset by some extraneous
influence or intervention here.

Mr. BROWN. I am delighted that you asked the question, because
that is absolutely not the case.

Senator MIUIKIN. I am glad to hear that. Thank you.
The CHAIRMAN. Mr. Reporter, here is a letter from the Secretary

of the Treasury which bears on this bill before the committee, and
which you will please enter in the record.

(The letter is as follows:)
TREASURY DEPARTMENT,

Washington, Fcbruary 23, 1919.
Hon. WALTER F. GEORGE,

Chairman, Committee on Firance,
United States Senate.

MY DEAR MR. CHAIRMAN: Further reference is made to your request for the
views of this Department on H. R. 1211, to extend the authority of the President
under section 350 of the Tariff Act of 1930, as amended, and for other purposes.

The bill would extend the Reciprocal Trade Agreements Act to June 12, 1951,
and would restore the provisions for the negotiation of reciprocal trade agree-
ments which were effective prior to the amendments introduced by the Trade
Agreements Extension Act of 1948 passed by the Eightieth Congress and re-
luctantly approved by the President. The bill has been passed by the House
of Representatives and its action was in response to the President's message of
January 8, 1949, repeating his recommendation of March 1, 1948, that the re-
ciprocal trade agreements program be continued as it operated prior to the
1948 legislation.

On June 2, 1948, while the Senate had under consideration H. R. 6556 (80th
Cong.) which later became, with amendments, the Reciprocal Trade Agreements
Extension Act of 1948, I set forth the views of the Treasury Department on the
bill in a letter to the then chairman of the Committee on Finance of the Senate.
At that time I wrote:

"The bill purports to extend the reciprocal trade agreements authority in the
Executive for an additional period of approximately 1 year, but in the judgment of
this Department its provisions are such as to disrupt the present smoothly op-
erating interdepartmental machinery and to render the reciprocal trade agree-
ments program unworkable."

A detailed report on the difficulties encountered in administering the reciprocal
trade agreements program in accordance with the procedural requirements set
forth in the 1948 act has been put before the House Committee on Ways and
Means by the Department of State and will be presented by that Department to
your committee. The Treasury Department shares responsibility for the admin-
istration of the program and is in full agreement with the statement of the
Department of State.

However, there is one aspect of the question which I particularly wish to bring
to the attention of your committee. Under the provisions of the Bretton Woods
Agreements Act, I serve as Chairmnn of the National Advisory Council on In-
ternational Monetary and Financial Problems, the interdepartmental body which
has responsibility for coordinating the policies and operations of this Govern-
ment in the foreign financial, exchange, and monetary fields. Currently, the
Council is giving its primary attention to a series of far-reaching programs in-
volving financial assistance for other countries of the world. In carrying out
these functions, the Council has constantly borne In mind the policies enumerated
by the Congress in this connection, calling for the progressive reduction of trade
barriers, the elimination of unfair trade practices, the expansion and balanced
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growth of international trade, and the establishment of stable international
economic relationships (Bretton Woods Agreements Act, sec. 14; Economic Co-
operation Act of 1948, sec. 102 (a)).

The achievement of these aims and the restoration of a healthy international
economy cannot be accomplished merely by looking backward toward a restora-
tion of prewar conditions. Far-reaching developments in world economic rela-
tionships require that we plan for a changed basis for international economic
stability, if our friendly partners in the world community are generally to achieve
economic self-sufficiency. The careful and selective study and progressive elimi-
nation of trade barriers must go hand in hand with the programs of financial
assistance we are administering. For this reason I consider the reciprocal trade
agreements program to play a vital role in supporting our foreign financial
policies.

For the foregoing reasons, I strongly urge that your committee give favorable
consideration to H. R. 1211.

This Department has been advised by the Bureau of the Budget that there
is no objection to the submission of this report to your committee.

Very truly yours,
JOHN W. SNYDER,

Secretary of the Trea8ury.

Senator MILLIKIN. The material that you are going to supply me,
Mr. Brown, and which you supplied to Mrs. Springer, was sent over
to the printer to be put into the record, and the material is very im-
portant for my further examination of yourself, and so I would like
to have copies of that material sent to my home tonight so that we do
not have a lot of delay in waiting to get that back from the printers.

Mr. BROWN. I will do my best. We sat up pretty late late night
getting that original copy for you.

Senator MILLIKIN. Do you not have a copy of that?
Mr. BROWN. I think that we may have a copy.
Senator MILLKIiN. The material is important in my examination,

and by a misadventure for which I am not responsible and for which
I blame no one, the material went to the printer's office, and is un-
available to me.

Le Mr. BROWN. Senator, if you would not mind an extremely rough
and perhaps a little bit messy copy, I will be glad to give you the
one was prepared for me.

Senator MIMLIEIN. As long as the facts are the same, it is entirely
agreeable to me.

The CHAIRMAN. Doyou have that here?
Mr. BROWN. Yes; I have it here because I thought Senator Mil-

likin was going to ask me about it.
he- The CHAIRMAN. I have a number of documents which have been re-

!al ceived by the committee, and I will insert these documents in the rec-
set ord at this point.
ind We have received a statement from Harry B. Hilts, secretary, Em-
. to pire State Petroleum Association, Inc., and a statement from Senator
ain- Francis J. Myers of Pennsylvania.
the We have received a statement submitted on behalf of the American
rIng Association of University Women.
,ods There is also a statement of C. T. Murchinson, President of the
In- Cotton Textile Institute, Inc.

hch There is a further statement of Marion R. Garstang, counsel of the
the National Cooperative Milk Producers Federation, which will be in-
in- serted.
out

.ated
-rade
,need
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There is also a statement prepared by Miss Eleanor Neff, associate
secretary of the department, of Christian social relations and local
church activities of the Methodist Church. which will be inserted.

We have received a communication dated February 21, 1949, from
the executive committee of the footwear division of the Rubber Manu-
facturers Associations. Inc., and signed by Charles H. Baker, of the
Goodyear Footwear Corp., J. S. Barrie, of the Hood Rubber Co.,
E. H. White, of the United States Rubber Co., and by C. P. McFad-
den, of the Rubber Manufacturers Association, chairman of the foot-
wear division.

We have likewise received a communication dated February 21,
1949, from John H. Davis, executive secretary of the National Council
of Farmer Cooperatives. attached to which is a statement which we
will submit for the record.

There is also a statement of Julian D. Conover, secretary of the
American Mining Congress, which we will insert in the record at this
point.

In addition we will insert Circular No. 53 from the Munitions Board
entitled, "Current List of Strategic and Critical Materials"; also a
statement submitted by the American Veterans Committee; and a
statement of John G. Wright, president, Boston Wool Trade
Association.

(The documents are as follows:)

STATEMENT OF HARRY B. HnLTS TO THE FINANCE COMMITTEE OF THE U. S. SENATE.
OPPOSING O1L IMPORT QUOTAS

My name is Harry B. Hilts. I am secretary of the Empire State Petroleum
Association, Inc., and executive secretary of the Atlantic Coast Oil Conference,
Inc., both of 122 East Forty-second Street, New York 17, N. Y.

The members of both associations are small-business men engaged in distribu-
tion and marketing of gasoline, heating oils. and other petroleum products in
New York and in the States of the Atlantic seaboard from Virginia north to and
including New Hampshire.

We are opposed to Government restrictions on petroleum imports. Our interest
in this subject Is both narrow and broad. It might be said that we are pleading
special consideration for a particular segment of the industry. We are: but it
so happens that the interests of these small-business men coincide not only with
those of similar groups elsewhere but also with the interests of petroleum con-
suniers. I doubt if there is a single person in this country who is not directly
or indirectly a regular consumer of petroleum. So our interest has a broad
aspect-probably as broad as any which comes before Congress.

I might point out, in this respect, that the interest of the consumer is our
paramount concern. We, as a component of the petroleum industry, are closer
to the consumer than any other part; so much so that, in the competitive race
for the consumer's acceptance of our industry's products. we must at all times
be highly sensitive to his buying habits, his ability to purchase our products, and
our ability to maintain an uninterrupted supply of products he uses.

At the same time, we, along with the manufacturers of oil-consuming devices,
are responsible for creating the consumer demand for industry's products.

Therefore, our reasons for opposing import restrictions on petroleum are
simple.

Firstly, we want to prevent any move which might result in the reimposition
of allocations and quotas for our dealers and distributors. We want to be able,
at all times, to obtain enough oil products to meet the needs and desires of our
customers.

It seems to me that this coincides with the public interest. It also appears
to me that this coincides with the original intent and purpose of the Reciprocal
Trades Agreement Act as being in the public interest and not In the interest of
any particular group.
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Last winter's congressional investigations, the front-page newspaper stories,
and the public clamor are evidence enough of the public interest in an oil supply
sufficient to meet demand and at the same time furnish an adequate safety
factor.

In this particular respect, I should like to publicly acknowledge our group's
keen appreciation of the sympathetic understanding and assistance of those able
men in the Eightieth Congress, such as Senator Tobey, of New Hampshire, Sen-
ator Brian McMahon, of Connecticut, and the present majority leader of the
House, the Honorable John W. McCormack, and others too numerous to mention.
Without the understanding of these broad-thinking men our ability to come
through last year's trying period would have been more difficult than it was.

Secondly, there is the question of price. Our organizations do not want to
see any possibility that the price of oil might be bid up because of an artificial
scarcity. We would lose business to competing fuels-gas and ccal. We would
incur the ill will of our customers. If prices go up because of increased costs,
this is elemental and can be easily explained. lHut price rises which millt
result from an artificial scarcity created through congressional action or by
any other means are something we in the front lines of petroleum distribution
would vigorously protest.

Need I point out that this narrow interest of ours in reasonable prices coincides
with the interest of the consuming public.

There is at the present moment a slight surplus of productive capacity in
the country. How, then, could import restrictions create an artificial shortage?
In several ways:

First, the Texas Railroad Commission has already issued orders shutting down
a number of oil fields where there is said to be an excessive waste of natural
gas. These orders have not yet come into effect, pending review by the courts.
However, the courts have recently upheld the Railroad Commission in one in-
stance-the Heyser field. It is possible that the other orders will be upheld
in all or many cases.

It has both proposed to you that imports be limited to the estimated amount
needed to supply estimated demands after producing all fields in the country at
their estimated maximum efficient producing rates regardless of the gas wastage
and uneconomical transportation involved. Such a limitation combined with
the drop in Texas production, which would occur if the Railroad Commission's
orders are carried out, would create a shortage surpassing any that this coun-
try has even experienced.

Second, suppose that the Railroad Commission should rescind or modify its
orders and allow maximum production regardless of gas wastage. I have
already mentioned that the proposed import restrictions would be based on
estimates. We have had some experience with estimates, official and unofficial,
In the past few years. The year of 1947 is a good example. At the beginning
of the year, estimates of increased demand varied between 4 percent and 7
percent above 1946. Productive capacity appeared to be sufficient--so much so
that the allowable production in January 1947 was cut below even the average
of the previous year. The Independent Petroleum Association of America,
which is now sponsoring limitations on imports, was vigorously campaigning
for further reductions in allowable production. What happened? Demands
increased sharply throughout the year averaging 11 percent above those of
1946 or 7 percent to 4 percent above the estimates. This increase in demand
in the short period of 1 year was approximately 579,U100 barrels daily. The
increase alone was more than the total imports that year--or any other year
before or since. The unexpected high demand of 1947 was followed by a (old
winter. You all know what happened. We got through the winter only by
the skin of our teeth, with the help of consumer conservation and voluntary
allocations by the oil industry. Who can estimate the demand this year or
next? Who can predict the weather and the many other factors which influence
demand? Certainly not the Independent Petroleum Association of America or
the Railroad Commission. Shall we unnecessarily risk a shortage by setting
rigid limitations on supply based on estimates which can certainly be no better
than those of early 1947? Can we afford to gamble with the health, comfort,
and convenience of our people, and the maintenance of our full industrial and
transportation capacity, when there Is no need for such a gamble?

But perhaps there is a need. Perhaps the domestic oil producer Is suffering,
as implied by the Independent Petroleum Association of America. Let's examine
the situation to see if perhaps this desperate gamble may not be desirable.
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In 1941 domestic crude oil production averaged 3,842,000 barrels daily. Pro-
duction then was at about 80 percent of capacity.

At present, after the recent cutbacks In allowable production, the output of
crude is about 5,400,000 barrels daily. Production now is at about 95 percent
of capacity.

Production is up 40 percent and unused productive capacity has dropped
from 20 to 5 percent.

It is for you gentlemen to judge whether or not this suffering of the domestic
producer justifies the gamble I have described.

Now let's examine another phase of this situation; crude inventory. A perusal
of Bureau of Mines figures discloses some significant and startling facts.

Total de- Total de-
mand, Crude stocks mand, Crude stocks
barrels in barrels Year barrels in barrels
per day per day

1936 ------------------- 3,346.000 288,600,000 1940 .----------------- 3,981,000 264,700.000
1937 ------------------ 3,678,000 306,800, 000 1946 ------------------ 5,321,000 224, 50,000
1938 ------------------ 3.646,000 275,000.000 1947 ------------------ 5,900,000 224,900.000
1939 ------------------ 3,891,000 240,000,000 1949 ------------------ 6,675,000 242, 700.000

At the year-end of 1948 the above figures disclose we had a total (estimated)
demand of 6,675,000 barrels daily, double the year 1936. The Nation had an
estimated crude reserve (above ground) of 242,700,000 barrels, which was about
18,000,000 barrels above the year-end 1947 crude (above ground) reserve. This
reserve (242,700,000 barrels) represents only about 4 days' safety factor above
safe minimum stock working levels. While I am not prepared to say just what
the safety factor should be in days' supply above safe working levels, obviously
with the addition of increased dead storage as a result of pipeline development
during the last several years, a 4-day safety factor is not enough for a nation with
an oil consuming capacity such as we have.

Further, we should like to point out that the nonintegrated independent refiner
is a very vital factor in our industry as a source of supply. For sometime in the
past he also has had his troubles in obtaining a sufficient supply of crude at posted
market prices to maintain constant and efficient operations. These operators
must be preserved and they can be preserved if the industry is allowed to function
free of artificial pressures and restrictions such as presently are being proposed
to this committee.

The independent refiner would always be unable to cope with artificiality, such
as presently exists in some of the oil compact States. This artificiality is the
direct result of the cartel-like control over crude oil production presently being
exercised by some of the oil compact States.

To substantiate this statement we quote from a published press interview with
Texas Railroad Commissioner Thompson. In discussing the recent Texas cut-
backs, he said, "because we just will not allow Texas oil to be produced when there
is no market." He said these cutbacks had "saved" the price of crude while
providing a reserve productive capacity that would be needed in the event of
another war.

If any group of American businessmen had made the same statement, they
would have immediately been indicted for monopolistic practices and price fixing.
In fact, the World-Telegram of February 21 published an item reporting that
eight companies are being sued because the State of Texas alleges they prevented
a crude price increase.

The statement by the chairman of the Texas Railroad Commission, along with
the above-mentioned Texas antitrust suit, has somewhat confirmed the suspicion
that has been in the minds of many competent observers in the oil industry-that
some of the oil compact States are more interested in price maintenance of crude
oil than they are in conservation. And this, gentlemen, would be in direct viola-
tion of the permissive law creating the compact commission.

A further indication of the impact of this artificiality on the nonintegrated
refiner, is the fact that at the present artificial crude price level, he is reported to
be losing between 30 and 50 cents per barrel on refinery realization when based
upon the low markets for cargo sales at the Gulf.

Yes, gentlemen, we have a vital consumer interest to protect. The States in
which our members operate comprise the heaviest consuming demand area of the
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Nation. We consume (approximately) 25 percent of all the gasoline produced,
49.8 percent of the kerosene production, 46.2 percent of the distillate oil production
and 34.9 percent of the residual oil production.

Obviosuly, the consumers in this most Important area have the right to demand
of their Government the protection so vital to their welfare and comfort which is
so dependent upon an uninterrupted continuous flow of supply.

The lethargic condition presently existing in the industry is the result of two
Important factors:

(a) The unusual warm winter prevailing in the heavy demand area the North
Atlantic seaboard.

(b) Consumer resistance to high cost of fuel. (It should be pointed out, how-
ever, in this respect, that fuel oil prices are in their fifth round of reduction at the
consumer level without any drop In the price of crude.)

One large importer of foreign oil has publicly reported cutbacks in their imports.
The press release stated that, with the warm weather they do not need to import
as much as originally planned.

We do not know, nor can anyone say, when conditions will change and we will
again need to augment our own domestic supply. If there are no quota restric-
tions, here is a safety factor we cannot afford to throw away.

Gentlemen, we reiterate, we are opposed to Government controls of industry.
One Government control always calls for another and then another. We are
particularly opposed to any congressional action which would tend to create
artificial shortages, and foster unwarranted price increases.

Yes, we in marketing have a selfish motive. We do not want to lose business
nor incur the ill-will of our customers. At the same time, we think it is obvious
that if your primary concern is to protect the American consumer, the decision
will be to avoid any new artificial restrictions on petroleum imports and to con-
sider elimination of those which already exist.

We have stated our position sincerely and objectively. It is for you gentle-
men to judge whether or not the gamble proposed by the Independent Petroleum
Association of America, in attempting to exploit the American oil consuming
public, for their own selfish purposes, is justifiable and in the interest of the oil
consuming public. We contend it is not. We respectfully thank you for the
privilege of making this statement.

STATEMENT BY SENATOR FRANCIS J. MYERS OF PENNSYLVANIA TO UNITED STATES
SENATE COMMITTEE ON FINANCE ON H. R. 1211, A BILL TO REPEAL THE ACT OF 1948
EXTENDING THE RECIPROCAL TRADE AGREEMENTS ACT FOR ONLY 1 YEAR IN
MODIIED FORM AND TO REENACT THE PREVIOUS RECIPROCAL TRADE ACr FOR 3
YEARS FROM JUNE 12, 1948,

At Philadelphia last July, the Democratic Party drafted a national platform
which contained this unequivocal statement:

"We pledge ourselves to restore the reciprocal trade agreements program
formulated in 1934 by Cordell Hull and operated successfully for 14 years-
until crippled by the Republican Eightieth Congress."

This bill, H. R. 1211, as reported by the House Ways and Means Committee
and as passed by an overwhelming vote of the House on February 9, is the
vehicle for carrying out that pledge. It repeals the Eightieth Congress act
and extends the previous act for 3 years from last June.

The Democratic House in the Eighty-first Congress has done its part on this
issue, and I am sure the Democratic Senate in this Congress will do likewise.

As chairman of the committee which drafted that platform, I realize, of
course, that not every pledge in the Democratic platform has the complete and
enthusiastic backing of every Democratic Member of Congress. The platform,
however, does represent the convictions of the majority of the delegates to our
convention on every issue, and the almost unanimous opinion of the party's
representatives in Congress on most issues.

This is one of those issues on which our party has stood united and strong
over the years since the first Roosevelt administration.

All of us in the Democratic Party have welcomed the support of a great
number of outstanding Republicans and of the great mass of the Republican
rank-and-file of voters on the issue of reciprocal trade, which is recognized as
an integral part of the bipartisan foreign policy, a foreign policy which is
slowly but steadily winning the battle for a decent world in which men can be
free.
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As I listened to the debate in the Senate last year on the crippled reefprocat
trade bill which was then before us, and as I have reread that debate from time
to time since then, I became convinced that the responsible spokesmen for the
bipartisan foreign policy on the Republican side o( the aisle in the Senate were
struggling desperately to save as much of the original act as possible but were
forced to go along with this crippled bill out of a fear that any attempt to-
strengthen it-as the then Senator Barkley and just about all of the Democrats
sought to do-would result in a stalemate with the House leaving us with no
reciprocal trade act at all.

This fear was indicated in the speeches of nearly all of those Republicans who
have joined with us in a genuine defense of the bipartisan foreign policy.

The situation is entirely changed now. The House has given us a good bill-
a bill which conforms in almost every detail with the original Cordell Hull
program, a bill which adopts the principles which we attempted to put back
in the act by means of the Barkley amendments of last year, all of which were
defeated on strict party-line votes.

Every Democratic Senator, I firmly believe, who was here last year and who
supported the Barkley amendments will support this bill as it came from the
House this year. And the new Democratic Senators who ran on the Demo-
cratic platform are, I am sure, committed to the forthright pledge it contains
on the reciprocal trade program.

The folly and fallacies of the bill passed last year by the Republican Eightieth
Congress became obvious shortly after the bill was enacted. The State Depart-
ment attempted to enter into negotiations with other nations for new trade
agreements, reciprocally reducing tariffs and thereby stimulating international
trade and thus stimulating one of the greatest avenues to the achievement of
world peace.

It discovered, according to information which I obtained from the Depart-
ment from time to time over the summer and fall, that it found great reluctance
on the part of many nations even to join in initial conversations for the simple
reason that the act under which these agreements were to be negotiated had a
life of only 1 year-and that the first 9 or 10 months of that year would
be consumed in preliminary procedures required under the truncated act.

Sure enough, after a number of nations did indicate a willingness to discuss
reciprocal tariff reductions on a variety of products, the whole matter had to
be turned over to the Tariff Commission for these seemingly endless investi-
gations and studies in regard to so-called peril points. The Republican act of
1948 required that the Tariff Commission be given 4 months for this research.

Thus, under this present act, it will be about April 1 before the State Depart-
ment and the nations with which it has held preliminary discussions on new
agreements can again sit down and resume negotiations on specific tariffs. That
means that the 1-year program authorized by the Republican Eightieth Congress
could not even result in its first new agreement before 10 or 11 months after
its passage.

I am afraid that if the same party which had been in power in the Eightieth
Congress had succeeded in capturing the Eighty-first Congress, the reciprocal
trade program which was so badly battered in the Eightieth Congress would
have been dealt the final death blow in the Eighty-first.

Most Americans genuinely concerned about our bipartisan foreign policy recog-
nized that fact regardless of their political affiliations or views on domestic
issues.

Throughout the Eightieth Congress, there was an obvious feeling of tension
among supporters of our foreign policy that isolationism as reflected In such a
large group of the majority party of the Eightieth Congress would destroy the
careful groundwork which had been laid for world peace and world decency.

This tension evaporated completely when the new Congress was elected. The
American people were sure that this Congress would give more than lip-service
to the bipartisan foreign policy but would implement it with legislation and,
when necessary, with funds.

That is what we in the Democratic Party intend to do and that is what we
will do.

I therefore sincerely urge that those Republican members of this committee
and of the Senate who believe in the bipartisan foreign policy, as many do,
join with the majority party in reporting out this bill favorably, without any
of the unlamented provisions of the bill enacted last year. and help us to put
this program back into operation along the lines it followed so successfully for
14 years.
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STATEMENT SUBMITTFI) TO THE SENATE FINANCE COMMITTEE ON BEH.aI.F OF THE

AMERICAN ASSucIATION OF UNIVERSITY WOMEN ON RECIPROCAL TRADE ExTEsIoN
BILL, H. R. 1211

The American Association of University Women, having supported the Recipro-
cal Trade Agreements Act since its inception in 1934, wishes again to go on
record in support of the principles embodied in that measure.

The principle of the reciprocal trade agreements has been on the study agenda
of the AAUW, and has been approved for legislative support, since the inception
of the program. At the last biennial convention of the AAVW, in April 1947,
the association voted continued support of the principle of reciprocal trade
agreements.

Under this convention mandate, the association during the Eightieth ('ongress
opposed crippling legislation which was believed not to be in harmony with
the principles of reciprocal trade and international cooperation.

Support for the Reciprocal Trade Agreements Act, as originally passed, was
given with the awareness that neither the needs nor demands of the American
consumer nor the requirements of our national defense could be met within
the boundaries of our domestic territory. The passage of time has served to
stlengthen that position. The AAUW believes that the reciprocal trade program
is a vital cornerstone in building a stable world order: that international good
will rests upon the economic well-being of the people of the world.

Reciprocal trade is not simply a domestic issue: it is closely allied to and
is an integral part of our whole foreign policy. Tariff reductions should be
considered on the basis of the over-all interests of the American people, and the
interests of the different segments of American industry and agriculture should
be considered together in the light of the public interest. This can best be
assured by returning the Tariff Commission to its original position in the inter-
departmental trade agreements committee.

Thbe AAUW therefore urges favorable action on H. R. 1211 which would provide
for a Reciprocal Trade Agreements Act in the form which was in effect prior to
June 1948.

STATEMENT OF C. T. 31URCHINSON, PRESIDENT. THE COTTON TEXTILE INSTITUTE,
INC., TO SENATE FINANCE COMMITTEE ON H. R. 1211

The Cotton Textile Institute, on behalf of the cotton textile industry welcomes
this opportunity to express its opposition to H. R. 1211.

Although the cotton textile industry has never been a proponent of the trade
agreements program its objections to it were directed primarily to the admin-
istration of the law and the apparent philosophy on which it has for quite some
time rested. In common with the American textile industry as a whole and(
other industries subject to severe international competition, we believe that
the State Department has strayed far from the original purposes of the program
,nd bas forgotten the assurances given by the President to the Congress in 1934
"that no sound and important American industry will be injuriously disturbed"
and that "the adjustment of our foreign-trade relations must rest on the premise
of undertaking to benefit and not to Injure such interests." ' At the hearings
in 1945 and again in 1948 we emphasized that the Congress failed to provide the
State Department with satisfactory criteria in exercising the great constitutional
authority which the Congress had delegated to it. The importance of such
criteria became more evident to us with each extension of the law because in
presenting its case the administration attributed to the program objectives and
purposes completely foreign to the original purposes and objectives of the act
and all of which called for a persistent and ever-widening reduction of import
duties.

In the Trade Agreements Act of 1948 the Congress for the first time since the
inception of the program undertook to provide a standard to guide the State
Department by empowering the Tariff Commission to advise the President on the
limit beyond which the duty on an imported product may not be cut "without
causing or threatening serious injury" to the domestic industry producing like
or similar products. Although the opinion of the Commission is merely advisory
and not controlling, the amendment enlarging the power of the Commission, in

I Message to the President, March 2, 1934, transmitting a request to authorize the
Executive to enter into commercial agreements with foreign nations.
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our opinion, marked a great advance on the administration of the law. For the
first time in the life of the law American industry received some assurance that
domestic economic criteria would secure at least as much consideration as inter-
national political considerations.

Although the present law is less than a year old, hardly sufficient to test Its
effectiveness, the administration would wipe out the advance made last year by
the enactment of H. R. 1211. The basis of the administration's opposition to the
present law is difficult to understand if its assurance, repeatedly given, that it
has no desire to injure an important American industry is to be accepted at face
value.

According to the Assistant Secretary of State for Economic Affairs, the ad-
ministration's opposition to the present law rests on the following objections:

1. It gave the President authority for only 1 year instead of 3 to enter
into tariff agreements with other countries.

This limitation can, of course, be eliminated by the simple process of extending
the present law for two additional years.

2. It has caused the duplication of effort by requiring the Tariff Commission
to hold hearings in addition to those held by the Committee for Reciprocity
Information.

As a matter of fact, based on our own experience, the dual hearings involved
no duplication of effort. Copies of briefs filed by the cotton-textile industry with
the Tariff Commission were also filed with the CRI; and, since the former was
specifically ordered by law to consider peril points, the industry for the first
time since the inception of the prograra had a feeling of assurance that Its briefs
would actually receive detailed study of a disinterested and nonpartisan character.

3. It removed a key participating agency, the Tariff Commission, from the
central interdepartmental organization which recommends concessions to the
President for inclusion in trade agreements and direct negotiations.

As a matter of fact, the Tariff Commission, as such, never had a role in the
interdepartmental organization. Its only function was to provide representa-
tives who served in an individual capacity and not as representatives of the
viewpoint of the Commission as a whole.

Actually the role of the Tariff Commission has been raised to a higher level
by the Trade Agreements Act of 1948; and for the first time since the inaugura-
tion of the program the Commission is performing its statutory role, providintr
factual data and nonpartisan judgment on the degree of protection that is neces-
sary to preserve a domestic industry.

If, as the Assistant Secretary states, it is desirable to have the Commission's
members and experts participate in the making of decisions with respect to
proposed terms of any agreement, we suggest that this committee consider
amending the law to permit such participation after the Commission has given
the President its independent judgment on the so-called peril points.

4. The requirement that the Tariff Commission report what it finds to be the
minimum tariff and other import restrictions, or the increases in tariffs or
import restrictions, necessary to avoid the threat of serious injury to domestic
industry producing any article under consideration for trade-agreement con-
cessions.

The Assistant Secretary emphasized that the determinations of the Com-
mission are to be made without regard to any national or international consid-
erations, such as benefits to be obtained from other countries, long-term needs
of the economy for expanding markets, the necessity of obtaining the best pos-
sible use of domestic resources, etc. The 1948 act, said the Assistant Secretary,
"practically makes * * * narrow protectionism the sole criterion for deter-
mining concessions. * * "

The fourth objection, in our judgment, constitutes the real basis for the admin-
istration's opposition to the present law and offers the best evidence that this
law is being administered with little regard for the assurances first given by
President Roosevelt and reiterated by the present administration: "that no sound
and important American industry will be injuriously disturbed" and that "the
adjustment of our foreign trade relations must rest on the premise of under-
taking to benefit and not to injure such interests."

Under H. R. 1211, said the Assistant Secretary, "we shall have a clear mandate
to broaden the basis of United States foreign trade, to create purchasing power
for American exports and to guide the economy as a whole into the most pro-
ductive lines possible." With this statement, In our judgment the most forth-
right ever made by an administration spokesman regarding this program, the
Assistant Secretary revealed what we have long believed to be its fundamental
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purpose: the whittling away of those industries which the State Department,
by standards of its own making, regards as inefficient or less productive.

Under this so-called clear mandate, the State Department could decide that
the creation of foreign purchasing power and the guiding of our economy as
a whole into the most productive lines possible justifies the reduction of import
duties on textiles without regard to the consequences to the domestic industry.
The frank statement of the Assistant Secretary and the apparent pride of the
administration in the achievements of the program which has driven down
tariff rates at home and failed to halt the rise of barriers abroad explains the
criteria of the administration as expressed in the following quotation from an
official document:

"Both in the negotiations and in the appraisal of these agreements * * *
emphasis might well be placed less on the concessions obtained from other coun-
tries and more on the reductions effected by this country.

"As the most practicable means of lowering the tariff wall, the reciprocal-
trade-agreements program should be prosecuted as vigorously as possible not
only after but also during the present conflict." (The United States in the
World Economy, Economic Series, No. 3, U. S. Department of Commerce, 1943.)

Judged by these criteria, the application of the Trade Agreement Act on the
cotton-textile industry has indeed been effective. At the beginning of 1948, with
the promulgation of the Geneva agreement, 57.7 percent of all dutiable items in
the cotton-textile schedule had import duties below the levels set in the act of
1930. For the industry as a whole, the reduction in the average ad valorem rate
was from 3.3 percent in the preagreement period to 28.9 percent in 1948, the
lowest level since 1913.

At the same time that we were lowering duties on cotton textiles, foreign
countries were raising their barriers against American cotton textiles. Against
these foreign barriers, the trade-agreements program has been ineffective. Such
concessions as were obtained for American textiles were few in number and
insignificant in amount and in most cases have been canceled by the imposi-
tion of currency restrictions and quota limitations.

Balancing the reduced duties on textiles which we have granted against the
concessions obtained from foreign countries, the international competitive posi-
tion of the American cotton-textile industry, as measured by the level of tariff
protection, is more insecure than at any time since the rapid rise of imports
from Japan in the mid-1930's. Whether or not the cotton-textile industry of the
United States can maintain its position in the face of these tariff reductions,
no one (including the State Department) can now say. Most of the reductions
became effective immediately prior to the war, when all the important textile-
exporting countries were preparing for the conflict, or in 1948, when their tex-
tile industries had not yet recovered their prewar volume and productivity.

The situation is changing rapidly. Foreign textile industries have been
revived and are entering into all the markets of the world. American cotton-
textile exports have decreased from 1,470,000,000 yards in 1947 to about 940,000,-
000 in 1948, a decrease of 36.1 percent. All over the world, especially in Japan,
production operations are increasing and there is substantial plant expansion
under way. According to reports, the 19 Marshall-aid countries now have 55,000,-
000 spindles in place, and their program calls for the installation of an addi-
tional 15,000,000, an increase of 27.3 percent. Almost without exception, all
these countries have been traditional textile supporters. As long as their
hunger for dollars continues, the market of the United States is a target for
the output of this tremendous capacity. The only protection against this
capacity is a tariff wall which has been lowered by the trade-agreements program
by about 25 percent, a barrier which could be almost completely wiped out if
the official values of foreign countries were revised to their present values in
the black market.

Under these circumstances, and in the face of all other uncertainties sur-
rounding the domestic and international cotton-textile situation, further reduc-
tions, if any, must be made with great caution and only after careful study.
The supreme criterion must be the adequacy of the level of tariff protection to
avoid imperiling an important domestic industry. For this purpose, the con-
cept of peril points was written into the present law, and for this purpose it is
admirably suited. For the cotton textile industry, it is more important than
ever before.

Summarizing our position, we believe that three of the four objections raised by
the administration against the present law are without foundation and void
of all merit. The fourth objection-that arising from the mandate of the
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Commission to advise the President on peril points-strikes at the very heart
of our tariff system. If the Congress agrees with the State Department that
this requirement returns the program to the old protectionist theory (as if a
tariff had any other purpose), it will give the State Department the "clear
mandate * * * to guide the economy as a whole into the most productive
fines possible." Unless this is mere rhetoric, which we do not believe to be
the case, it means that the State Department is free to write off certain American
industries if It desires to do so. In the pursuance of this course, there is a
possibility for disaster for important segments of the American economy.

We, therefore, earnestly recommend that H. R. 1211 be rejected by this
committee.

STATEMENT OF MARION R. GARSTANG, COUNSEL, NATIONAL COOPERATIVE MILK

PRODucERS FEDERATION, ON H. R. 1211 To EXTEND TImE TRADE AGIRE:MENTS ACT

SUBMrrrED TO THE SENATE FINANCE COMMITTEE

The National Cooperative Milk Producers Federation is a national organiza-
tion of dairy cooperatives. Its 86 member cooperative associations are owned
and operated by some 425,000 farm families engaged in the production of milk
for market in 47 of the 48 States of the Union. Approximately one-fifth of the
milk or milk equivalent sold front farms in the United States is marketed by
producers through cooperatives connected with the federation.

The federation holds annual membership meetings at which national issues
affecting dairymen are considered and discussed. These meetings are attended
by dairymen representing the viewpoints of producers and processors of milk
from coast to coast and from the northern to the southern boundary of the United
States. The resolutions adopted at these meetings express the aggregate views
and wishes of the farmers represented by the federation.

A copy of the resolution on trade agreenints adopted last November in Port-
land, Oreg.. is attached.

The federation did not oppose the original Trade Agreemnts Act in 1934.
However, after seeing the act in operation for several years, we did oppose its
extension at various times.

One of the things which caused the federation to take a stand against the
extension of the act was the secrecy surrounding its administration by the State
Department and the character of the hearings before-the Committee for Reci-
procity Information. The farmers felt that the Committee was not sympathetic
to them or to the industry upon which they depend for a living, and that the
rights and protections of American farmers were being frittered away for
diplomatic considerations of doubtful value.

Opposition to the act reached a climax during the last Congress when the
State Department wrote into the General Agreement on Tariffs and Trade the
general principles of the International Trade Organization. When the terms of
that agreement were revealed to the public, the executive committee of the fed-
oeration passed a resolution calling for the termination of the President's power
under the act.

Last year, when the act was extended, certain safeguards were written into it.
Believing this to be a step in the right direction and that trade agreements if
subjected to some reasonable control by Congress are not objectionable, the
federation reconsidered its position and adopted the attached resolution to that
effect.

Thus it appears, if the reactions of the dairymen are typical, that a trade-
agreements program soundly administered and reasonably safeguarded would
win almost universal support, but that the power to make international agree-
ments, exercised in secrecy and extended beyond the original intent of Congress,
creates fear and distrust.

The safeguards contained In the present law are surely the very minimum of
protection to which our own citizens are entitled. All that the 1948 amendment
does is to require the President to justify his action if an agreement is entered
into which is calculated, on the basis of the Tariff Commission's impartial finding
of fact, to result in serious injury to some part of the American Industry. If c
there is any real and worth-while need to make such an agreement for the
benefit of the country as a whole, it should not be too difficult to justify such
action to the Congress and to the people.

We believe that any industry which is singled out for a reduction of tariffs
to such a level that serious injury is likely to result is entitled to know for
what cause it Is being sacrificed. e

t
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The right to enter into trade agreements with foreign countries is vested by

our Constitution in the Congress. This is so because Congress is representative
of the people of the Nation. With that right, there must necessarily go equal
responsibility. The people have a right to insist that Congress assume this
responsibility and that it not delegate its powers without adequate reservation
to the executive branch of the Government.

While practical necessity may require that trade agreements be negotiated by
the executive department, we believe that Congress should, nevertheless, insist
on 'knowing what Is in such agreements before they are finally executed.

Under the Trade Agreements Act, Congress is in the position of being re-
sponsible for the trade agreements-yet, of having delegated to the President
not only the right to negotiate such agreements but also the right to put them
into final effect without permitting Congress to know what is in them until after
it is too late to do anything about it.

We cannot conceive of a businessman operating his own business in such a
manner, yet there are few businesses indeed where the effects of an agreement
are as far reaching and important as those involved in the trade agreements.

A provision in the law to permit Congress to know what is in the trade agree-
ments before they are finally executed would present no difficulty with respect
to such agreements as are sound. Those agreements which are of such doubtful
character that they cannot stand up under the scrutiny of Congress are far
better left unexecuted.

A great many witnesses who have appeared in connection with the pending
bill have apparently assumed that we can proceed with more or less abandon in
the reduction of tariffs, relying upon the escape clause to permit us to increase
or reimpose tariffs if that should become necessary to prevent serious injury to
a domestic industry.

The wording of the escape clause does not appear to Justify such a happy and
carefree conclusion.

The escape clause provides that tariff concessions may be withdrawn or modi-
fied, or obligations under a trade agreement may be suspended, when imports
increase in such quantities and under such conditions as to cause or threaten
serious injury to domestic producers, if such increase occurs (1) as a result of
unforeseen developments and (2) as a result of the effect of the obligations,
incurred, including tariff concessions, under a trade agreement (art. XIX, par.
1 (a), of the General Agreement on Tariffs and Trade).

It is quite clear from the wording of the escape clause that both of the above
conditions must be present before the clause can be put into operation to relieve
a critical domestic situation. Thus, it would not be sufficient merely to show that
serious Injury was being caused to an American industry as a result of increased
imports induced by too drastic a tariff reduction. It would have to be shown
in addition that the increased imports causing or threatening the injury were the
result of unforeseen developments.

We do not know just what is meant by the term "as a result of unforeseen
developments," but it may turn out to be" a term which could be used to nullify
for all practical purposes the effect of the escape clause.

That serious injury resulting to American industry because of obligations
incurred or tariffs reduced in a trade agreement is not an unforeseen develop-
ment, within the meaning of the escape clause, is apparent. The very wording
of the escape clause precludes any argument to that effect. If such injury had
been considered an unforeseen development, it would have been sufficient merely
to have provided that the escape clause could be used whenever such injury oc-
curred or was threatened. It must be assumed that the insertion of the additional
provision on unforeseen developments was to require something more than
serious injury.

The making of trade agreements on the basis of calculated risks must of neces-
sity anticipate that some injury may result to certain branches of our domestic
industry. And one of the purposes of the trade-agreement program is to en-
courage such an increase of imports as will balance our exports and thus relieve
other countries of their balance-of-trade difficulties. How can it Pe argued,
then, that such an Increase of Imports as results in a serious injury to domestic
industry constitutes an unforeseen development? It Is our undertanding that
the State Department does not deny that the ttade-agreement program con-
templates that those industries in any nation which are not able to compete
effectively in worl4 trade because of inefficiency or high labor costs must convert
to something else or go out.of business.

86697-49--Dt. i---55
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If injury to American industry is not an unforeseen development, what then
is such an unforeseen development as will authorize a nation to use the escape
clause?

This term Is only one of many similar general and somewhat vague terms used
in the general agreement. It will be many years before such terms have been
construed and defined and their application settled to such an extent that we
will know with certainty just what they mean.

Another reason for concern as to the real value of the escape clause arises
In connection with the question of who is going to construe and determine the
meaning of such terms as "unforeseen developments." Apparently, such construc-
tion will in the final analysis fall to the international organization referred to
in the agreement as the contracting parties. In this organization the United
States will have one vote.

Regardless of what we may think the escape clause means, we would not be
permitted to use it unless the contracting parties agreed that an unforeseen de-
velopment had occurred. If we should persist in our attempt to exercise what
we believe to be our right under the escape clause in contravention of the
interpretation placed on the clause by the organization, the contracting parties
could then conclude that we had violated the spirit of the agreement and could
invoke combined sanctions against American trade (art. XXIII, par. 1, General
Agreement on Tariffs and Trade).

It thus becomes apparent that the contracting parties, by the simple expedient
of applying a strict interpretation to the term "unforeseen development", have
within their power the ability to practically nullify the effect of the escape
clause.

This being true, is there then any real and enforceable escape under the escape
clause, except such as the contracting parties may see fit to accord us?

And, even though we might have a case which fell within the meaning of the
escape clause, as that clause is eventually construed, we might still be unable
to exercise our right to escape if the contracting parties did not favor our taking
such action. The contracting parties could then conclude under article XXIII
that, even though we had done nothing to conflict with the express provisions
of the agreement, we had nevertheless taken an action which was contrary to
the spirit of the agreement and that we were therefore subject to the imposition
of combined discriminations against our trade.

In view of the foregoing, and until the uncertainty as to the meaning of the
agreement is more definitely settled, we respectfully submit that the escape
clause is much too uncertain and too indefinite to be heavily relied upon. As
long as a majority of the nations making up the contracting parties do not oppose
the exercising of our rights under the escape clause, there should of course be
no difficulty. But, if a majority of those nations should find it to their advantage
to prevent us from reimposing a tariff to prevent serious injury to a domestic
industry, we are quite likely to find that there is but little more in the escape
clause than a trusting confidence in other nations, many of which already look
upon us with feelings of distrust and jealousy.

STATEMENT CONSIDERING ExTENSrON OF RECIPROCAL-TRADE PROGRAM, PREPARED BY

MISS ELEANOR NEFF, ASSOCIATE SECRETARY, DEPARTMENT OF CHRISTIAN SOCIAL

RELATIONS AND LOCAL CHURCH ACTIVITIES, THE METHODIST CHURCH

The Woman's Division of Christian Service of the Methodist Church, the policy-
making body of 1,442,421 organized Methodist women, has frequently expressed
its support of full United States cooperation in international economic relations.

At its annual meeting on December 6, 1947, the woman's division adopted the
following recommendation, and reaffirmed it December 14, 1948:

"We recommend study and action concerning the responsibility of the United
States in developing a healthy and expanding world economy through full co-
operation with all United Nations agencies in the economic field, such as the
Food and Agricultural Organization, the International Trade Organization, and
other international ageneles. Of immediate importance is the urging of con-
gressional approval of a 3-year extension of the reciprocal-trade agreement
program which expires June 12,1948, and the approval of the International Trade
Organization Chater,.

"Promotion of world trade and employment, the negotiation of agreements
to reduce tariffs and other barriers, and the integration of efforts in the economic
field are essential in the building of a world which holds some promise for
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raising standards of living, for the removal of economic conditions that lead to
tyranny and war, and for the establishment of permanent peace and good will
among all men."

Trade, when it is not impeded by governmental and private barriers, Is the
means by which a large volume of goods can be exchanged between peoples of
many nations. When each country cuts down its barriers to international trade
to a level consistent with a healthy economy and national defense, more people
will have jobs, and more goods will be produced. People all over the world
will eat and live better when each country can trade the products it makes best
for the goods another -nation makes more efficiently and cheaply. The economy
of each nation will be strengthened.

The alternative to sharing an expanding world market is a shrinking market,
accompanied by unemployment, lowered standard of living, and chaos. There
can be no peace in a hungry world, in a jobless world, in a world at odds over
economic rivalries.

United States experience after the last war and during the depression taught
us that high tariffs, rather than protecting home industries, resulted in other
nations retaliating with high tariffs, quotas against our goods, etc. Trade dried
up. Unemployment grew at home and abroad. Loans were defaulted.

The ever-increasing production of our factories and farms requires that we
have larger markets abroad than we have ever had. Only then can we keep up
our levels of production and employment. The United States must be able to
export quantities of goods if high wage levels are to be maintained, and if
prices are to be kept down.

If we are to be paid for the goods we sell abroad and are to collect interest
and principal on our foreign loans, and if our industries and consumers are to
obtain the supplies they need, we must have greater imports. Our domestic
market will benefit from increased imports of things American industries and
consumers need and want.

An adequate trade agreement program is essential to the success of the
European recovery program. Without it the billions appropriated for European
recovery will become merely a dole, with little promise of expanded trade.

The woman's division of the Methodist Church believes that the present
reciprocal-trade agreements program should be extended for a 3-year period
beyond the June 12, 1949, expiration date, without any crippling limitations.
The extension of the act for a shorter period would be inadequate and unwise.
It would neither inspire confidence in other countries concerning the steadiness
of our foreign trade policy, nor permit long-range business planning.

Amendments which would give Congress authority to approve or disapprove
specific trade agreements, are unnecessary and undesirable. The provisions of
the Reciprocal Trade Agreements Act of 1934, as amended and extended, provides
adequate safeguards. The act requires full public notice and hearings before an
agreement is negotiated. American industry has been further safeguarded by the
Executive order by the President, requesting that an escape clause be included
in agreements; these provide that trade-agreement concessions might be with-
drawn or modified, if they cause or threaten serious injury to its domestic pro-
ducers.

As a member of the United Nations, the United States is committed to a
policy of international economic cooperation. The immediate test of the United
States economic intentions and leadership in world affairs lies in the pending
decision confronting Congress concerning the renewal of the Reciprocal Trade
Agreements Act.

International economic cooperation is a moral and economic imperative. The
unparalleled economic strength and power of the United States places upon our
nation an inescapable obligation to take the lead In building a world economy

d in which an increase in goods and services will improve human welfare around
S. the world and will provide a foundation for peace and security.

e

ad THE RUBBER MANUFACTURERS ASSOCIATION, INC.,
New York, N. Y., February 21, 1949.

ie Hon. WALTER F. GEORGEc,
Chairman, Committee on Finance,

nt United State8 Senate, Washington, D. 40.
de DEAR SENATOR GEORGE: On behalf of the 13 American rubber footwear manu-dfacturers who are members of our association, we respectfully urge you and

your committee to incorporate in the proposed legislation extending the re-

ie
.or
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ciprocal trade agreements program, provisions that will protect American pro-
ducers-both owners of businesses and their employees-from ruinous foreign
competition. This measure is now before you for your consideration and public
hearings are being held. We do not request permission to be heard, although if
your committee desires it, we will present ourselves at your convenience. The
case of the rubber footwear industry is adequately covered in earlier records
of congressional inquiries into reciprocal-trade matters, and in the files of the
Committee for Reciprocity Information.

Rubber footwear twice has been proposed for tariff adjustments under the
reciprocal-trade program. The first time was in 1937 when negotiations cul-
minated in President Roosevelt's proclamation of a trade agreement with Czecho-
slovakia on March 15, 19S. Our industry opposed any change in the tariffs
on rubber footwear and pleaded its case before the Committee for Reciprocity
Information. In the 1937 agreement no concessions were made on rubber foot-
wear. The protective duties of 25 percent on waterproof rubber footwear and

35 percent on rubber-soled canvas footwear, both based on the American selling-
price principle, which had been authorized by President Hoover in a Presidential
proclamation early in 1933, were retained.

The second time rubber footwear was included in discussions of tariffs re-
ductions was at the Geneva conferences in 1947. In this instance, rubber-soled
canvas footwear was excluded and negotiations were confined to waterproof
rubber footwear-the bulk of our industry's production. Again our Industry
presented its case to the Committee for Reciprocity Information, but this time
the duty on waterproof rubber footwear was cut, practically in half. The re-
duced tariff became effective April 21, 1948.'

Since that time importations of foreign-made rubber footware, chiefly from

Czechoslovakia, have increased steadily. While the quantities are relatively
small when compared to the American production over these periods, the rate

of increase has become alarming. This industry, a truly American development,
begun in the United States over a hundred years ago, whikh saw its export

markets almost completely taken away by foreign imitators, now fears the

demoralization of its domestic market because the dra'4tic tariff reduction effected

at Geneva has opened the door to a flood of importations. The foreign makers

of these imports have only one competitive advantage over the American pro-
ducer, and that is cheap labor. Since their product cannot expand the American

market, they merely will substitute cheap-labor foreign-made rubber footwear

for rubber footwear made by American labor at American wages. The blow

falls equally on the American manufacturer and the American workman.

We feel that this situation should not have been allowed to develop, and it would

not have developed if a responsible agency of the Government, properly equipped

to do the job, had had the authority to stake out the limits within which trade

negotiations could be carried on without endangering any American Industry.

Responsibility was spread too wide and therefore too thin, and apparently it did

not rest heavily enough upon those who influenced the determinations of the

American delegation at Geneva. We cannot help but feel that the American nego-

tiators failed to recognize, either the importance of the American rubber footwear

industry or the serious hazards to which it would be exposed by a reduction in

tariffs.
Therefore, we earnestly urge you and your committee to provide the needed

safeguards to American industry in any bill affecting international trade which

you may recommend. On tariff negotiations, it is apparent that the minimum

protection would be the establishment of an agency to which American interests

could bring their case in confidence that they would be given an intelligent and

sympathetic hearing, and this agency should be authorized to establish the margins

within which negotiations could be conducted.
Beyond this there should be Included in every agreement an escape clause that

could be quickly invoked in the event unforeseen developments threatened a

domestic industry.
Respectfully submitted.

EXECUTIVE COMMITTEE. FOOTWEAR DIVISION,
CHAS. H. BAKER, Goodyear Footwear Corp.,
J. S. BARRIE, Hood Rubber Co.,
E. H. WHITE, United States Rubber Co.,
C. P. McFADDEN, Rubber Manufacturcr8 Association,

Chairman.
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NATIONAL COUNCIL OF FARMER COOPERATIVES,
Washington, D. C., February 21, 1949.

Re Tariff Commission provisions of Reciprocal Trades Act

To Members of the United States Senate.
GENTLmEN: Among the members of the National Council of Farmer Coopera-

tives are marketing associations participating in the export of cotton, rice,
wheat, corn, feed grains, soybeans, deciduous fruits, citrus fruits, dried fruits,
small fruits, nuts, potatoes, various processed fruits and vegetables, eggs and
poultry, dry beans and peas, dairy products, and others.

There are also farmer purchasing associations which participate directly or
indirectly in the importation of petroleum and its products used for farm power
and fuel, fertilizer materials, twine, fibers and burlap materials, farm machin-
ery and equipment and other farm supplies.

Many of our member associations are highly interested in the competitive
imports of berries, meat products, tree fruits, citrus fruits, nuts, poultry and
dairy products, feed grains and processed products of these.

The interest of our members in foreign trade is not academic or philosophical,
but it is concerned with the function of our farmers cooperative business institu-
tions to preserve a sound agriculture as the basis for a sound economy in the
United States.

However, with all their divergent regional, economic, political and, at times,
competitive business interest, our member associations representing a farmer
membership of 3,800,000 have been able to agree on a general principle which
they believe should be incorporated in the renewal of the Reciprocal Trade
Agreements Act.

At the annual meeting of the member delegates held at Memphis, January 3
to 6, 1949, it was agreed that the council:

1. Believes that international trade in agricultural products, both exports
and imports, should be encouraged, aided and stimulated by Government in
every legitimate manner designed to serve the best interests of the Nation's
agricultural industry and the consuming public.

2. Urges that the provisions of the Reciprocal Trade Agreements Act of 1948
with regard to the functions of the Tariff Commission should be retained in
the 1.949 renewal of the act.

It is our conviction that the function of the Tariff Commission as an inde-
pendent fact-finding body should be maintained and strengthened. Participa-
tion by the Tariff Commission in the negotiation of trade agreements makes It
a party to the agreement, silences its members in any previous or subsequent
fact-finding analysis of a proposed or approved tariff change, and thus destroys
ist function as a tariff research agency for the benefit of the public and for public
agencies.

We believe legislators, administrators and the general public all benefit from
a knowledge of the complete facts on the effects of tariffs on domestic industries.

Sincerely yours,
JOHN H. DAVIS,

Executive Secretary.

STATEMENT OF ,TUr AN Y). CONOVER, SFd1RETARY AM1a[CAN MIWING CONGRESS IN
RE H. R. 1211-TRADE AGRFEMENTS EXTENSION AcT

My name is Julian D. Conover. I am secretary of the American Mining Con-
gress, a national organization of the mining industry, with offices in Washington,
D.C.

Four -years ago I appeared before you to urge that a specific provision be
written Into the Trade Agreements Exten-,ion Act, excluding strategic and
critical minerals from further duty reductions under the act (record of hear-
ings on H. I. 3240, pp. 125-146, May 31, 1945). I pointed out that such a pro-
vision was highly important from the standpoint of our national defense and
security. Today it is of even greater importance, and on behalf of the mining
industry we wish to renew that recommendation with all the urgency of which
we are capable.

We endorse the amendment which Senator Bailey introduced for this pur-
pose in 1945, and which has been placed in the record today by W. Lunsford
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Long, of Warrenton, N. C. We recommend not only that strategic and critical
minerals and metals be excluded from further tariff reductions, but also that a
policy bo established under which the statutory rates of duty upon such mate-
rialq will be restored at the earliest possible date.

"Strategic and critical materials" are, in general, those raw or semiprocessed
materials which are so essential in a war emergency that prior provision must
be made to assure an adequate supply. The latest list of these materials as
published by the Munitions Board is appended to this statement. The strategic
Importance of these materials was all too painfully evident in World War II,
and Congress has rightfully enacted legislation calling for the creation of
permanent military stock piles, whereby supplies of these materials which are
so indispensable to our defense may be promptly available in another emergency.

You will note that the great majority of these strategic materials are metals
or minerals. Some of them, such as tin, tantalite, quartz crystals, etc., are not
available in this country In any significant quantities; in general such materials
are on the free list under the existing Tariff Act, and hence would not be affected
by the amendment which we are recommending.

Other important strategic metals and minerals, including the major nonferrous
-metals, together with fluorspar, tungsten, antimony, mercury, molybdenum,
cadmium, barite, etc., are normally produced in substantial quantity within the
United States; and our own mines, given reasonable tariff protection, can supply
a major portion of our requirements. It is for these materials that we ask
legislative safeguards against any further reduction In import duties.

Over the years experience has shown that our domestic mining industries must
have adequate tariffs to protect them against the competition of lower labor
rates and richer deposits in foreign countries, as well as from materials stimu-
lsted artificially by foreign currency manipulation, dumping, or the operation
of foreign cartels. The rates of duty established in the Tariff Act of 1922-
as modified only slightly by the 1930 act-represented the minimum protection
required by our domestic producers. Many of these duties have already been
cut under the Trade Agreements Act, and any further reductions would have
serious consequences--not only upon production but upon the future develop-
ment and availability of our strategic mineral resources.

For the protection of our country in the future, Congress has wisely called
for the stock piling of these strategic materials. The mining industry has
consistently endorsed and supported the stock-piling program. It Is of the
highest importance to our future national security. Yet even more important is
a recognition by Congress of the need for maintaining a strong, active, and
healthy mining industry engaged in the production of each metal and mineral
available within our borders. Stock piles are a first line of defense, but the
basic stock pile-the real and fundamental backbone of national defense, has
always been and will continue to be a healthy, "going" mining industry, pos-
sessed of the facilities, manpower, and know-how that can respond promptly
to a demand for these vital materials. Congress should not permit any agency
of our Government to injure or destroy such an industry.

Essential to a sound and vigorous mining industry are governmental policies
which will permit of reasonable confidence in the future. The very existence
of the mining industry depends upon long-range planning and the risking of large
sums in exploring for and developing new ore reserves and new mines which
will not be worked until a future date. Frequently several years are required
from the inception of a mining enterprise until it gets into full production.
The process calls for courage. persistence, technical skill, and ample capital,
prepared to assume all the inherent and unavoidable hazards of mineral devel-
opment. Even in existing mines, continued investment of risk capital is needed
to extend known reserves, develop additional ore, and modernize equipment.
Hence the mining industry is particularly susceptible to a condition where the
adding of avoidable risks to those that must necessarily be encountered could
well dry up the new development that must constantly be going on.

For the producers of strategic metals and minerals, a major avoidable risk Is
the constant threat of further reductions in their present inadequate tariff pro-
tection. Congress can and should eliminate this risk by excluding these materials
from further duty cuts under the Trade Agreements Act.

It may be suggested that the provisions in this act requiring public hearings
on proposed duty reductions should instill confidence in mining men that their
enterprises will not be injured or destroyed. Unfortunately their past experience
fails to support this view. It fails to justify any confidence that either the process
of negotiating agreements or the escape clauses will afford protection for domestic i
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mines and mining communities, or will give recognition to the needs of strategic
mineral producers (see our 1945 testimony on H. R. 3240, previously referred to,
also 1940 record of hearings on H. J. Res. 407, before Committee on Ways and
Means, pp. 1569-1584 and 2416-2429). We submit that the national interest in
preserving an active, healthy mining industry now calls for affirmative action
by the Congress itself.

The need for such action has been ably presented by Elmer W. Pehrson, Chief
of the Economics and Statistics Division of the United States Bureau of Mines,
who, in discussing the mineral policy of the United States on November 17, 1948,
made the following statement:

"Tariff.-Under today's conditions, a discussion of tariff policies is more or
less academic; but the present situation cannot prevail forever, and sooner or
later world supply will overtake demand. If our industries, particularly those
that supply a large proportion of our needs of strategic raw materials and those
that contribute heavily to the prosperity of some of our States, could be assured
of reasonable tariff protection when the day of reckoning comes, they would feel
more secure in investing for the future. Under the reciprocal trade agreements
program protective tariffs on most minerals have been reduced substantially.
During the period in which these cuts have been in effect, conditions have been
such that the ultimate consequences of the reduction have not been apparent.
There can be little doubt, however, that the reduction in tariffs has weakened
the competitive position of the domestic producer under normal market conditions.
He thus faces a future under difficult domestic circumstances over which he has a
little control, with his tariff protection greatly reduced.

"The reciprocal trade agreements program probably will remain for many years
to come. The suggestion that strategic minerals be exempted from the operations
of this act does not question the over-all wisdom of the legislation but does empha-
size the fact that the national stake in the conservation and national security
aspects of these depletable resource industries calls for special consideration. I
believe the public interest would be served by announcing that the tariff cuts,
which in the long run will adversely affect domestic production of mineral raw
materials, will be reinstated as soon as supply and demand approach a normalbalance."

The failure of Congress 4 years ago to give the needed assurance of continued
protection to our strategic mineral industries has contributed to existing short-
ages, and to the critical situation in which some of these industries now find them-
selves--as described to you today by W. Lunsford Long of the Tungsten Mining
Corp. The question of whether these vital industries are to continue to exist and
to develop along sound lines, so that they may supply the basic raw materials
which will be so urgently needed in another emergency, depends in no small
measure on the action which your committee takes in the legislation now before
you.

MuNmoNs BOARD, NATIONAL MILITARY ESTABLISHMENT,
Wa8hington 25, D. C., September 23, 1948.

Circular No. 53

CURRENT LIST OF STRATEGIC AND CRITICAL MATERIALS

(The following forms an inseparable part of the strategic and critical materials
list)

1. Munitions Board Circular No. 46, dated August 27, 1948, is hereby rescinded.
2. The following definition of Strategic and Critical Materials is Issued, pur-

suant to Public Law 520, Seventy-ninth Congress, insofar as it refers to stock
piling, and supersedes the definition adopted November 20, 1944, by the Army and
Navy Munitions Board and the Department of the Interior:

"Strategic and critical materials are those raw or semiprocessed materials that
are required for essential uses in a war emergency, and whose procurement in
adequate quantities, quality, or time is sufficiently uncertain for any reason to
require prior provision for their supply."

3. Within the above definition, materials are listed either In group 1 or group 2
according to the following:

"Group 1 comprises those strategic and critical materials for which stock piling
is deemed necessary to insure an adequate supply for a future emergency (a)
primarily because of a dependence on foreign sources of supply or (b) primarily
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because of the lack of the means for obtaining adequate domestic production to
meet emergency needs.

"Group 2 comprises those strategic and critical materials that are not recom-
mended for stork-pile purchase but offer supply problems which will require either
further study before a final determination can be made on stock piling or other
action to assure adequate supplies in a future emergency."

4. Materials in all groups are subject to constant surveillance and review.
Additions to or deletions from the list, or movement of materials between groups,
may be made, based upon future changes in their strategic and critical status.

5. The list does not include fissionable materials, responsibility for which rests
with the Atomic Energy Commission.

GROUP 1-a

Agar
Antimony
Asbestos:

Chrysotile
Amosite

Bauxite:
Metal grade
Abrasive grade

Beryl
Bismuth
Cadmium
Castor oil
Celestite
Chromite:

Metallurgical grade
Refractory grade:

Type A
Type B

Cobalt
Coconut oil
Columbite
Copper
Cordage fibers:

Manila
Sisal

Corundum
Diamonds, industrial
Emetine
Graphite:

Amorphous lump
Crystalline flake:

Crucible grade
Lubricant and Packing Grade

Hyoscine
Iodine
Kyanite
Lead
Manganese'ore:

Battery grade
Metallurgical grade

Mercury
Mica:

Muscovite block, good stained, and
better

Muscovite film
Muscovite splittings
Phlogopite splittings

Monazite
Nickel
Opium
Palm oil
Pepper
Platinum group metals:

Iridium
Platinum

Pyrethrum
Quartz crystals
Quebracho
Quinidine
Quinine
Raneseed oil
Rubber, natural:

Crude natural rubber
Natural rubber latex

Rutile
Shellac
Sperm oil
Talc, steatite, block
Tantalite
Tin
Tungsten
Vanadium
Zinc
Zirconium ores:

Baddeleylte
Zircon

GROUP .1-b

Jewel bearings:
Instrument Jewels, except Vee Jewels
sapphire and ruby Vee Jewels
Watch and time-keeping-device Jewels

Sapphire and ruby
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GROUP 2

Aluminum
Asbestos: Canadian chrysotile
Barite
Bristles, pig and hog
Burlap, jute
Chalk, English
Chromite: Chemical grade
Cordage fibers:

Hemp, true American
Henequen
Jute

Cork
Cryolite, natural
Diamond Dies
Emery
Fluorspar:

Acid grade
Metallurgical grade

Glass, optical
Graphite: Crystalline fines
Iron Ore
Kapok
Leather:

Cattle Hides:
Heavy
Light

Calf and kip skins

Loofa sponges
Lumber:

Balsa
Mahogany

Magnesium
Mica:

Muscovite block, stained and lower
Phlogopite block

Molybdenum
Petroleum and petroleum products
Platinum group metals:

Osmium
Palladium
Rhodium
Ruthenium

Radium
Scrap, iron and steel
Selenium
Sesame oil
Talc, steatite, ground
Tung oil
Wool

STATEMENT OF AMERICAN VETERANS COMMITTEE (AVC) IN SUPPORT OF
THE TRADE AGREEMENTS EXTENSION ACT OF 1949

H. R. 1211,

The American Veterans Committee (AVC), an organization of more than 40,000
veterans of World War II, is dedicated to achieving a more democratic and pros-
perous United States and a more stable world. We believe that enduring national
prosperity and security can be achieved only pn a basis of world economic co-
operation. We believe that the reciprocal trade-agreements program is sound.
We urged the continuance of the trade-agreements' program in the statement
of policy adopted at our national convention in June 1947. The policy was re-
affirmed at our national convention in Cleveland in November 1948. We believe
that the Trade Agreements Act should be immediately extended for at least 3
years substantially in the form contained in H. R. 1211. We urge the adoption
of H. R. 1211.

The world is now looking to the United States for leadership. The overwhelm-
ingly dominant position of the United States among the trading nations in the
postwar world has thrust upon us grave responsibilities, in that all action and
nonaction on the part of the United States in matters of economic policy have
wide repercussions throughout the world. We have met those responsibilities in
a manner which has given to the world new hope for the future and faith in the
leadership of the United States.

The reciprocal trade agreements program has, for 14 years, been the corner-
stone of our commercial relations with other nations. It has worked well and
led to a gradual reduction of trade barriers over a wide list of commodities and
an expansion of trade between nations on a mutually advantageous basis. By
eliminating specific barriers to trade, it has created new opportunities for trade;
by expanding imports, it has created new demand for exports by making dollars
avallaole to other nations to pay for those exports: by securing to the United
States the advantages of trade, it has helped to guide our economy Into the most
productive lines. In the recent past, it has been of even broader significance.
It was under the authority contained in the Trade Agreements Act that the
United States sponsored and by its broad participation brought to a successful
conclusion the conference at Geneva in 1947 which resulted in the general agree-
ment on tariffs and trade in which 23 nations undertook to reduce tariffs and
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other trade barriers on a reciprocal basis. Extension of the act will be required
to make effective United States participation in the forthcoming Geneva Con-
ference on Tariffs and Trade, at which 13 additional nations will participate
and will bind themselves to the principles contained in the Geneva agreement of
1947.

Expansion of trade is an integral part of the European recovery program.
The ultimate objective of that program is to restore the productive capacity of
the European nations so that they may once again be self-supporting at an ac-
ceptable standard of living. To achieve this goal, European nations must In-
crease trade between themselves and with other nations, including the United
States. In order to buy from the United States, they must sell to the United
Sates. Progressive reduction of trade barriers by all concerned, and especially
by the United States, will encourage the development of that trade. Because
of its dominant position in the world economy, only the United States is in a
corresponding position to assume leadership in the reduction of barriers to trade.
Only by continuing those measures which have encouraged other nations to join
with us in our program of international economic cooperation, can we maintain
their faith in our purpose. The Trade Agreements Act is one such measure.

The American Veterans Committee believes that the Trade Agreements Act Is
an integral part of the bipartisan international economic policy of the United
States which has been formulated in order to achieve a more prosperous United
States, a healthier and more stable world economy and enduring peace. We
call upon the Eighty-first Congress to adopt without delay H. R. 1211, the Trade
Agreements Extension Act of 1949.

STATEMENT OF JOHN G. WRIGHT, PRESIDENT OF THE BOSTON WOOL TRADE AssocIA-
TION BEFORE THE SENATE FOREIGN RELATIONS COMMITTEE ON S. 833, A Bir. TO
AMEND THE EcONOMIC COOPERATION Aor OF 1948

My name is John G. Wright of Boston, Mass., where I am engaged in the wool
business. I appear here today as president of the Boston Wool Trade Associa-
tion. This association has among its members about 650 individuals and firms
engaged in the business of buying and selling and manufacturing wool. Almost
all of the wool consumed in the United States is handled through the members
of this association and most of the wool which is manufactured in the United
States is manufactured in the northeastern and Middle Atlantic States.

The business of buying and selling wool is practically at a standstill today,
and many wool mills are either shut down or are running at curtailed capacity,
resulting in much unemployment.

The causes for this stagnation of business are several. This country consumes
annually approximately 1,000,000,000 pounds of wool, less than one-third of
which is grown in the United States. A large portion of the fine wools which
this country is required to import is grown in the British colonies, particularly
in Australia. This means that Amercan business must convert their dollars into
pounds sterling to pay for such wool, and the British Government compels us to
pay $4.03 for our pounds sterling (the official rate), whereas some European
nationals with Marshall plan dollars are permitted to purchase their sterling in
the free market at a cost of approximately $3.20, which gives them a 20 percent
advantage over American business. This has had the effect of increasing the
prices of Australian wool to the point where it has been, and is, impossible for
A merican business firms to compete in the purchase of such wools. Some of this
wool is purchased by countries with Marshall plan aid and then is manufactured
by the purchaser Into yarns and cloth and shipped to the United States where
the seller receives dollars with which he is again able to purchase cheap sterling.

On behalf of the members of the Boston Wool Trade Association I wish to
present for the consideration of the committee the following recommendations
which the wool trade believes would solve this problem:

1. That American business be permitted to purchase sterling at whatever
price it is offered at in the market just as certain other European nationals are
permitted to do today, thus allowing American business to compete with the
European business in the purchase of wool in the foreign markets; or

2. That American business be permitted to make separate exchange agreements
with wool-exporting countries such as Australia, New Zealand, and South Africa.
By this we mean to suggest the dollar and the pound of these countries should
be freed to find their own relative value, which course if adopted would result,
we believe, in a far greater bilateral trade.
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I cannot bring to the attention of this committee too forceably the fact that
unemployment and further deterioration in our wool textile industry will continue
and become more acute unless the advantage enjoyed by certain European na-
tionals who have access to free market sterling, is also made available to American
business.

I appreciate the opportunity that the committee has extended me in presenting
the problem of our industry to the committee and in conclusion, may I express
the hope that our problem will have your serious consideration.

The CHAMRMAN. The committee will recess until 9: 30 in the morning,
but I will say that Senator Malone will be on for a few minutes.

(Whereupon, at 5: 30 p. m., the committee recessed until 9: 30 a. m.,
of the following day.)

X


